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Disclaimer 

 
The present Guidelines represent a research document developed by SUITS (Supporting 
Urban Integrated Transport Systems; Transferable Tools for Authorities) Project, a four-year 
research and innovation action, intending to increase the capacity building of Local 
Authorities and transport stakeholders to implement sustainable transport measures. SUITS 
is one of the three projects of the EU’s CIVITAS 2020 initiative focusing on sustainable urban 
mobility plans. The SUITS project has received funding from the European Union's Horizon 
2020 research and innovation programme under Grant Agreement no. 690650 / 2016. 

This document is a draft version and is provided for testing and feedback. The results of 
these draft Guidelines will be tested and analysed during a Pilot Application run by Alba Iulia 
Municipality (Romania) as part of SUITS project. 

The final version of the Guidelines is due to be released in January 2020, in a number of 
different European Union official languages.  

The information and views set out in these draft Guidelines are those of the authors and do 
not necessarily reflect the official opinion of the European Union. Neither the European Union 
institutions and bodies nor any person acting on their behalf may be held responsible for the 
use which may be made of the information contained therein. 

Feedback Welcome! The single biggest aid to improving what we do is the feedback we 
receive from professionals from local authorities and stakeholders, the would-be 
beneficiaries: office@integralconsulting.ro 

mailto:office@integralconsulting.ro


D4_Task 4.1_Guidelines to Innovative Financing 

 

 

 

3 

 

Project Partners 

Organisation Abbreviation Country Main team for Financing 
Guidelines 

Integral Consulting R&D – WP4 
Leader INTECO RO Dan Caraman, Isolda Constantin, 

Ștefan  Roșeanu 

Coventry University 
 

COV UNI UK Andree Woodcock 

Eurokleis s.r.l. 
 

EUROKLEIS IT Iana Dulskaia 

Instituto Tecnologico del 
Embalaje,Transporte y Logistica ITENE ES Dolores Herrero 

Interactions Ltd INTERACTIONS IRL  

VTM-Consultores em Engenharia e 
Planeamento LDA VTM PT Sofia Martins 

LEVER SA Development 
Consultants LEVER EL Georgios Georgiadis, Olympia 

Papadopoulou 

Smart Continent LT UAB SC LT  

Technische Universität Ilmenau TUIL DE Sebastian Spundflasch 

F.K. Liotopoulos & SIA SBOING EL Fotis K. Liotopoulos 

Signosis Sprl. SIGNOSIS BE  

Citta di Torino TORINO IT  

Coventry City Council -Transport 
for West Midlands CCC UK Sunil Budhdeo, Chris Lane 

Municipality of Kalamaria KALAMARIA EL Iannis Krinos 

Fundacion De La Comunitat 
Valenciana Para La Promocion 
Estrategica El Desarrollo Y La 
Innovacion Urbana 

INNDEA ES Angel Navarro 

Makios Logistics MAKIOS EL Nikos Sfitis, Theodoros 
Theodoulidis 

Logdrill Informatikai es Szolgaltato 
Korlatolt Felelossegu Tarsasag LogDrill HU  

Wuppertal Institute fur Klima, 

Umwelt, Energie GmbH 
WI DE Frederic Rudolph 

Roma Servizi per la Mobilita RSM IT 
Marco Surace, Francesco 
Lacorossi, Fabio Nussio and 
Chiara Di Majo 

Alba Iulia Municipality AIM RO Tudor Drambarean, Ovidiu Podaru, 
Cristina Fica, Dana Naghiu 



D4_Task 4.1_Guidelines to Innovative Financing 
 

 

4 

 

Arcadis – Task 4.1 Leader ARCADIS UK Olga Feldman, Aleksei Lugovoi, 
Alice Parker, Shaista Farooq 



D4_Task 4.1_Guidelines to Innovative Financing 

 

 

 

5 

 

Document History 

Date Author Action Status Diss. 
Level 

03.07.17 Dan Caraman, 
INTECO 

General comments and ideas regarding 
the Guidelines structure and content 

  

10.10.17 Olga Feldman, 
ARCADIS 

Initial draft of Task 4.1 Innovative 
Financing Guidelines 

V0.1 - Draft RE 

10.11.17 Dan Caraman, 
INTECO 

Review and comments on the T4.1 
Guidelines V0.1 

 RE 

15.01.17 Olga Feldman, 
ARCADIS 

Second draft of Task 4.1 Innovative 
Financing Guidelines. Addressing 
comments from partners 

V0.2 - Draft RE 

25.01.18 Iana Dulskaia, 
EUROKLEIS 

Review and comments on the T4.1 
Guidelines V0.2  RE 

31.01.18 COV UNI Review and comments on the T4.1 
Guidelines V0.2 

 RE 

31.01.18 Loli Herrero, ITENE Review and comments on the T4.1 
Guidelines V0.2 

 RE 

01.02.18 Dan Caraman, 
INTECO 

Review and comments on the T4.1 
Guidelines V0.2 

 RE 

01.02.18 Angel Navarro, 
InnDEA 

Review and comments on the T4.1 
Guidelines V0.2 

 RE 

02.02.18 Frederic Rudolph, 
WI 

 

Review and comments on the T4.1 
Guidelines V0.2 

 RE 

29.03.18 Arcadis Upgraded version based on feedback 
from partners V1.0 – First Issue RE 

22.05.18 Arcadis Version for Pilot Application to be 
translated and insertion of the Disclaimer 

V1.0.1 version for 
Pilot Application PP 

19.03.19 Olga Feldman, 
Arcadis 

Version for dessimination to participants in 
Kalamaria's stakeholder event on 20th 
March 2019 

V4.0 PP 

29.03.19 Olga Feldman, 
Arcadis Completed version V5.0 PP 

20.05.19 Olga Feldman, 
Arcadis 

Minor Correcions V5.1  

24.06.19 Nicola York Visual illustration of Innovative Financial 
Mechanisms   

06.07.19 Olga Feldman, 
Arcadis 

Upgraded version based on feedback 
from partners V6.0 PP 

 

Dissemination Level:  



D4_Task 4.1_Guidelines to Innovative Financing 
 

 

6 

 

PU - Public 
PP - Restricted to other programme participants (including the Commission Services) 
RE - Restricted to a group specified by the consortium (including the Commission Services) 
CO - Confidential, only for members of the consortium (including the Commission Services) 

  



D4_Task 4.1_Guidelines to Innovative Financing 
 

 

7 

 

Table of Contents 
Executive Summary ............................................................................................... 10 
Introduction .......................................................................................................................................... 10 
Regulatory Environment, Strategy, and Governance ................................................................... 11 
Present-Day Financing Trends in the S-M EU Cities .................................................................... 11 
Innovative Financing Approaches .................................................................................................... 12 
Recommendations .............................................................................................................................. 12 

1. Introduction ...................................................................................................... 14 
1.1. SUITS: Overall Goals and Objectives ..................................................................................... 15 
1.2. Objectives of the Guidelines to Innovative Financing ........................................................... 16 
1.3. How to Use the Guidelines ........................................................................................................ 16 
1.4. Key Stakeholders in Developing the Present Guidelines ..................................................... 17 

2. Research Methodology ...................................................................................... 18 

3. Regulatory Environment, Strategy, and Governance ...................................... 19 
3.1. Legal and Regulatory Framework: the EU .............................................................................. 19 
3.2. Legal and Regulatory Framework: EU Member States ........................................................ 21 
3.3. Present-Day Trends in Partner Cities ...................................................................................... 22 

4. Innovative Approaches ...................................................................................... 26 
4.1. Innovative Finance Principles ................................................................................................... 26 
4.2. Importance of Innovative Financing Approaches ................................................................... 26 

5. Innovative Financing Mechanisms ................................................................... 28 
5.1. Congestion Charge ..................................................................................................................... 33 
5.2. Municipal Green Bonds .............................................................................................................. 34 
5.3. Civic Crowdfunding ..................................................................................................................... 37 
5.4 Stamp Duty Land Tax (SDLT) .................................................................................................... 40 
5.5 Lottery Funding ............................................................................................................................ 42 
5.6 Voluntary Capture ........................................................................................................................ 44 
5.7 HGV Charging Schemes ............................................................................................................. 47 
5.8 Workplace Parking Levy (WPL) ................................................................................................. 50 
5.9 Community Infrastructure Levy (CIL) ........................................................................................ 54 
5.10 Advertising, Sponsorship and Naming Rights ....................................................................... 57 
5.11 Collaborating with other cities, research consortia and private companies ...................... 61 
5.12 Citizen Cooperatives ................................................................................................................. 64 
5.13 Emissions Trading ..................................................................................................................... 66 
5.14 Planning Obligations / Developer Contributions ................................................................... 69 
5.15 Tax Increment Financing .......................................................................................................... 73 
5.16 Sales Tax .................................................................................................................................... 76 
5.17 Toll Roads ................................................................................................................................... 78 
5.18 Selling Expertise and Technical Know-how ........................................................................... 81 
5.19 Selling of Land and Property .................................................................................................... 84 
5.20 Donations as Part of Consumer Purchases .......................................................................... 86 
5.21 Grants from Private Foundations and Trusts ........................................................................ 89 



D4_Task 4.1_Guidelines to Innovative Financing 
 

 

8 

 

6. Recommendations ............................................................................................. 91 
6.1 Additional Recommendations .................................................................................................... 91 
6.2 Conclusion .................................................................................................................................... 93 
6.3 Acknowledgements and Disclaimer ................................................................................................ 94 

7 References and Links.......................................................................................... 94 
7.1. Additional Information and Links .............................................................................................. 94 
7.2. References ................................................................................................................................... 95 
 

List of Tables 
Table 1 Stakeholder Involvement .......................................................................................................... 11 

Table 2 Recommendations.................................................................................................................... 13 

Table 3 Congestion Charge................................................................................................................... 33 

Table 4 Municipal Green Bonds ............................................................................................................ 34 

Table 5 Crowdsourcing .......................................................................................................................... 37 

Table 6 Stamp Duty Land Tax ............................................................................................................... 40 

Table 7 Lottery Funding ......................................................................................................................... 42 

Table 8 Voluntary Capture..................................................................................................................... 44 

Table 9 HGV Charging Schemes .......................................................................................................... 47 

Table 10 Workplace Parking Levy (WPL) ............................................................................................. 50 

Table 11 Community Infrastructure Levy (CIL) ..................................................................................... 54 

Table 12 Advertising, Sponsorship and Naming Rights ........................................................................ 57 

Table 13 Collaborating with Other Cities, Research Consortia and Private Companies ...................... 61 

Table 14 Citizen Cooperatives .............................................................................................................. 64 

Table 15 Emissions Trading .................................................................................................................. 66 

Table 16 Planning Obligation / Developers Contributions ..................................................................... 69 

Table 17 Tax Increment Financing ........................................................................................................ 73 

Table 18 Sales Tax ................................................................................................................................ 76 

Table 19 Toll Roads .............................................................................................................................. 78 

Table 20 Selling Expertise and Technical Know-how ........................................................................... 81 

Table 21 Selling of Land and Property .................................................................................................. 84 

Table 22 Donation as Part of Consumer Purchases ............................................................................. 86 

Table 23 Grants from Private Foundations and Trusts ......................................................................... 89 

 



D4_Task 4.1_Guidelines to Innovative Financing 
 

 

9 

 

List of Figures 
Figure 1 Indicative Matrix of Financing Mechanisms ............................................................................ 29 

Figure 2 A Visual Illustration of Innovative Financial Mechanisms ....................................................... 32 

 

Accronyms            

CIPE Comitato Interministeriale per la Programmazione Economica 

EC European Commission 

EU European Union   

EIB European Investment Bank 

ERDF European Regional Development Fund 

DfT Department for Transport 

JESSICA Joint European Support for Sustainable Investment in City Areas 

H2020 Horizon 2020 

SUITS Supporting Urban Integrated Transport Systems 

SUMPS Sustainable Urban Mobility Plans 

STP Societatea de Transport Public 

TfL Transport for London 

MaaS Mobility as a Service 

WP Work Package 

PPPs Private Public Partnerships 

SDLT Stamp Duty and Tax 

WPL Work Place Parking Levy 

CIL Community Infrastructure Levy 

HGV Heavy Goods Vehicles 

EU ETS EU CO2 Emissions Trading Scheme 

UNFCCC United Nations Framework Convention on Climate Change 

TIF Tax Increment Financing 

IoT Internet of Things 

LEPs Local Enterprise Partnerships 



D4_Task 4.1_Guidelines to Innovative Financing 

 

 

 

10 

 

Executive Summary 
Introduction 
The Guidelines for Innovative Financing Mechanisms stand for a useful and efficient tool for 
local authorities and other stakeholders in small and medium sized cities to apply innovative 
financing approached for sustainable transport and mobility projects and schemes. 

The Supporting Urban Integrated Transport Systems (SUITS) project is funded by the 
European Commission, to help deliver their objective of promoting sustainable transport and 
mobility across the EU. The overall objective of the SUITS project is to share best practice 
and develop decision-making tools which will help to increase the capacity of local authorities 
and other stakeholders to finance and implement sustainable transport and mobility 
measures in small to medium-sized cities.  

These Guidelines form one of the three main outputs from SUITS Work Package 4 (WP4), of 
which the overarching objective is to maximise the effectiveness and sustainability of 
transport measures through transferable best practice, new funding models and opportunities 
for new business entries. Three separate guidance documents have been developed, as 
follows: 

1. Guidelines to Innovative Financing 
2. Guidelines to Innovative Procurement 
3. Guidelines to Innovative Business Models 

The key objectives of the Innovative Financing Guidelines are to: 

• Present existing funding mechanisms and approaches to sustainable financing used 
for transport and mobility projects in small and medium (S-M) cities, including capital, 
revenue and maintenance funding, where appropriate 

• Expose any gaps in current knowledge and organisational capacity that prevent S-M 
cities from identifying, trialling, or adopting new financing approaches for sustainable 
mobility projects 

• Present Innovative Financing Mechanisms and strategies that are scalable and 
transferable to sustainable mobility projects in S-M cities 

• Present international best practice through a decision-making tool in the form of a 
matrix of financing mechanisms 

• Enhance the administrative and organisational capacity of Local Authorities in S-M 
cities to use Innovative Financing Mechanisms 

The key outputs of the Innovative Financing Guidelines are: 

• A collection of Innovative Financing Mechanism briefs, including selected case 
studies and implementation steps for S-M cities 

• A Matrix of Financing Mechanisms to show users of the Guidelines which 
Innovative Financing Mechanisms are best suited to specific types of sustainable 
transport and mobility projects 

It is envisaged that the key beneficiaries of the Guidelines will be small and medium 
European urban municipalities, who currently do not have the capacity to identify and 
implement new financing approaches. 
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Key stakeholders involved in the development of these Guidelines are shown in Table 1. 

 

Table 1 Stakeholder Involvement 

Stakeholder Involvement in Development of Guidelines 

Arcadis Management of tasks associated with the development of the Guidelines, the 
development of the final Guidelines, the preparation of a number of Innovative 
Financing Mechanism briefs, and review and update of innovative financing 
mechanism briefs prepared by Task 4.1 Partners. 

SUITS Partners Partners with assigned contribution to Task 4.1 were responsible for preparing 
briefs of innovative financing mechanisms and providing feedback on the 
Guidelines. 

SUITS Partner 
Cities 

Partner cities identified gaps in financing capacity, provided feedback on the 
format of the Guidelines, and provided information regarding present-day 
financing mechanisms which they use for sustainable transport and mobility 
measures. 

 
Regulatory Environment, Strategy, and Governance 
Promoting sustainable transport and mobility is important at the EU level, and although there 
is little legislation regarding the financing of sustainable transport and mobility in particular, 
there is much legislation which foscuses on the finance of transport and focuses heavily on 
increasing sustainability of transport. For example, there is a Regulation which sets out rules 
for using the Connecting Europe Facility, a financing tool for funding transport and mobility in 
the EU, which states that projects are only elegible for funding if they promote a low-carbon 
economy and increased sustainable modes of transport. 

In comparison, at the EU Member State level, there is little legislation and regulation 
regarding the financing of transport and mobility projects in particular, especially those that 
are sustainable. However, country specific examples from Germany, Greece, Italy, the 
United Kingdom, and Romania, highlight that there is a large amount of legal and regulatory 
frameworks regarding general finance and investment in EU Member States, as well as 
various authoritative bodies which control how finance and funding are distributed for 
transport and mobility projects. In addition, most financing is regulated in accordance with 
national investment plans, so despite few legal frameworks, there are rules on how different 
types of funds can be spent, which includes those spent on transport and mobility projects. 

Present-Day Financing Trends in the S-M EU Cities 
Present-day financing systems for sustainable urban transport and mobility vary widely from 
city-to-city, and include public and private financing systems, as well as Public-Private 
Partnerships (PPPs). Most cities recieve some level of national and EU funding, although S-
M cities tend to recieve much less funding compared to large cities. This builds the case for 
helping S-M cities to increase their capacity to take advantage of innovative financing 
mechanisms that are available to advance their sustainable urban transport and mobility.  
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Innovative Financing Approaches 
For the purpose of these Guidelines, ‘innovative financing’ refers to financing mechanisms 
that are creative in thinking, that mobilise, govern, or distribute funds in ways that go beyond 
traditional funding processes. Innovative financing also includes financing practices that have 
not previously been applied to sustainable transport and mobility, as well as mechanisms 
that may be well-established in some cities, but not widely applied in S-M European cities. 

Innovative approaches to the financing of sustainable transport and mobility in S-M European 
cities is important, due to increased pressure on traditional sources of financing caused by 
the reduction of national and local government budgets, and increased population growth 
and urbanisation. In addition, there is a reluctance from traditional transport and mobility 
investors to invest in sustainable transport and mobility projects, as they do not expect a high 
enough financial return, as benefits tend to be more diffuse (such as increased city 
competitiveness, economic growth, or the efficient use of a scare resource). 

The innovative financing mechanisms chosen and assessed in these Guidelines are: 

• Congestion Charge 
• Municipal Green Bonds 
• Crowdsourcing 
• Stamp Duty Land Tax (SDLT) 
• Lottery Funding  
• Voluntary Capture 
• HGV Charging Schemes 
• Work Place Parking Levy (WPL) 
• Community Infrastructure Levy (CIL) 
• Advertising, Sponsorship and Naming Rights 
• Collaborating with other cities, research consortia and private companies 
• Citizen Cooperatives  
• Emission Trading  
• Planning Obligations / Developer Contributions 
• Tax Increment Financing  
• Sales Tax 
• Toll Roads 
• Selling Expertise and Technical Know-how  
• Selling of Land and Property 
• Donations as Part of Consumer Purchases 
• Grants from Private Foundations and Trusts 

Innovative financing mechanism briefs can be found in Appendix C.  

The matrix of potential funding mechanisms is shown in Figure 1. 

Recommendations 
Table 2 summarises recommendations designed to help local authorities in S-M cities foster 
an environment that can support and encourage innovation and efficiency in sustainable 
transport and mobility finance. 
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Table 2 Recommendations           

 Recommendation Description 

Capacity Building 

Foster Innovation Involve in R&D programmes to support 
innovation. 

Training and Human 
Development 

Train relevant people involved in the financing 
of sustainable transport and mobility to help 
increase their awareness of policy goals and 
financing mechanisms available. Also work 
across-sector to make most of multi-sector 
technical skills. 

Additional 
Recommendations 

Establishing Innovation 
Centres 

Urban innovation centres (also known as 
‘catapults’) can help connect academics, city 
leaders, entrepreneurs and businesses to 
inspire smart city solutions regarding 
sustainable transport and mobility. 

Technology-First Approach to 
Investment 

Prioritise investment into improving digital 
customer services and information provision 
for transportation services to help optimise 
existing networks and improve user 
experience. 

Open Data and Transparency Provide open data to enhance product 
development for smart city solutions.  

Mobility as a Service (MaaS) MaaS is a mobility distribution model which 
combines options from different transport 
providers into a single mobile service, to help 
reduce car ownership and increase use of 
existing public transport networks. 
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1. Introduction  
Many small and medium-sized (S-M) European cities face issues caused by traffic and 
congestion. Urban road transportation accounts for 40% of all CO2 emissions caused by road 
transport in Europe and up to 70% of other pollutants from the transportation sector. 
Furthermore, congestion in the EU, often located in and around urban areas, costs almost 
100 billion euros annually, which equates to 1% of the EU's collective GDP (EC, 2017). 
Promoting efficient and sustainable urban transport and mobility can help to reduce these 
issues and to meet objectives in a wide range of policy frameworks. This can result in wider 
economic and social benefits and lead to better health and wellbeing outcomes for urban 
citizens.  

The European Commission (EC) has been promoting sustainable transport and mobility 
through a collection of papers, policies, research, and targeted investment.  In 2007, the EC 
adopted the Green Paper, "Towards a new culture for urban mobility", a consultation 
document which opened a broad debate on the key issues of urban mobility, outlining a 
roadmap for achieving urban transport and mobility which is green, accessible, safe and 
secure for all European citizens. Based on consultations from this document, in 2009, the EC 
adopted the Action Plan on Urban Mobility. This document proposed measures to encourage 
local, regional and national authorities to achieve their sustainable mobility objectives, and it 
was the first comprehensive support package in the field of urban mobility. Since its release, 
the EC has created a variety of other tools for authorities, including the 2013 Urban Mobility 
Package which established procedures and financial support mechanisms at the European 
level for preparing Urban Mobility Plans. 

Almost half (44%) of all EU urban citizens live in small and medium-sized city regions of less 
than 500,000 people, yet much of the innovation and corresponding research for sustainable 
transportation and mobility comes from large European cities (European Commission 2014). 
The EC has recognised the fact that targeted investment and research is required to bridge 
the knowledge and capacity gap that small and medium sized cities are facing, so that they 
are able to achieve their mobility objectives. This is the context of SUITS (Supporting Urban 
Integrated Transport Systems: Transferable Tools for Authorities) research, which is financed 
under the umbrella of the HORIZON 2020 programme. 

The overall aim of SUITS is to increase the capacity of local authorities in S-M cities to 
develop and implement sustainable, integrated and accessible transport and mobility 
strategies and technologies. The SUITS project shares best practice and develops a range of 
materials to enable S-M cities to increase capacity to finance and implement sustainable 
transport and mobility measures and Sustainable Urban Mobility Plans (SUMPs) that support 
mobility transformation. 

This report focuses on financing mechanisms for sustainable transport and mobility, as 
financing is an issue that is faced by many cities and regions across Europe. Traditionally, 
public transportation infrastructure has been financed by public funding via taxation, 
borrowing, operating profits, or a mixture of these. Following the reduced ability of 
governments to find funding for mobility and transportation schemes, innovative financing 
approaches have become increasingly important. 

https://ec.europa.eu/transport/themes/urban/urban_mobility/green_paper_en
https://ec.europa.eu/transport/themes/urban/urban_mobility/action_plan_en
https://ec.europa.eu/transport/themes/urban/urban_mobility/ump_en
https://ec.europa.eu/transport/themes/urban/urban_mobility/ump_en
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This Guidance is designed to help local authorities in S-M cities with the decision-making 
process of identifying the most appropriate financing approaches to achieve sustainable 
urban mobility objectives. More specifically, it focuses on new and innovative financing 
approaches which, for a variety of reasons, are not widely used by S-M municipalities at 
present.  

The main outputs of this Guidance are a number of short briefs outlining potential innovative 
financing approaches, and a matrix of funding mechanisms that are suitable for sustainable 
mobility projects. 

1.1. SUITS: Overall Goals and Objectives 
The overarching objective of the SUITS project is to identify the capacity gaps in S-M cities’ 
knowledge of methods in financing sustainable mobility. Capacity gaps may exist because of 
budget cuts, organisational change, changes in technology, new mobility providers, changing 
expectations of citizens and new EU directives, and general trends in mobility behaviour. 
SUITS provides a toolbox and methods to help S-M cities increase their capacity to plan, 
finance and implement sustainable transport and mobility through a knowledge sharing 
exercise of best practices from across Europe. 

Under SUITS Work Package 4 (WP4), three separate Guidance documents were developed 
to help local authorities in S-M cities to implement innovative practices for sustainable 
transport and mobility. The Guidance documents are:  

1. Guidelines to applying innovative and sustainable financing approaches (this report); 
2. Guidelines to innovative procurement; and 
3. Guidelines to developing bankable projects, new business models and partnerships. 

These three reports have the overarching objectives of: 

• Identifying how different transport and mobility measures are currently financed, 
procured, and operated 

• Assimilating published data on innovative funding, procurement, and business 
models 

• Evaluating the applicability of mechanisms in relation to the requirements of transport 
and mobility stakeholders, and 

• Presenting best practices in the form of a decision support tool 

In order to test the applicability and viability of the decision support tools, a Pilot Application 
will be conducted within the Municipality of Alba Iulia, with the assistance of WP4 leaders. A 
Pilot Application Report will then be produced to relay the results of the pilot project and to 
reflect upon the suitability tools that were developed under WP4. Upgrades and 
recommendations for improvement will be made and acted on accordingly.  

The three Guidelines are complementary to each other and make up a package to be 
transposed in Task 4.5, ‘Integration of Support Tools Methodology and Planning’, so that, 
together, they may enhance the capacity of Local Authorities to implement sustainable urban 
mobility measures. 

Following the completion of all work packages and the pilot study, the nine partner cities 
(Coventry, Stuttgart, Erfurt, Palanga, Rome, Valencia, Torino, Alba Iulia and Kalamaria) will 
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apply the know-how provided by the SUITS portfolio. This will help the partners grow 
administrative capacity and to implement innovative financing mechanisms for sustainable 
transport and mobility.  

At the end of the Pilot Application and the Project implementation period, activities and 
results from the nine partner cities will be evaluated. In July 2020, a workshop will take place 
to present the activities and achievements in the nine participating cities. 

1.2. Objectives of the Guidelines to Innovative Financing 
The key objectives of the Innovative Financing Mechanisms Guidelines are to:  

• Present existing funding mechanisms and approaches to sustainable financing used 
for transport and mobility projects in S-M cities, including capital, revenue and 
maintenance funding, where appropriate 

• Expose any gaps in current knowledge and organisational capacity that prevent S-M 
cities from identifying, trialling, or adopting new financing approaches for sustainable 
mobility projects 

• Present Innovative Financing Mechanisms and strategies that are scalable and 
transferable to sustainable mobility projects in S-M cities 

• Present international best practice through a decision-making tool in the form of a 
matrix of financing mechanisms 

• Enhance the administrative and organisational capacity of Local Authorities in S-M 
cities to use Innovative Financing Mechanisms 

It is envisaged that the main beneficiaries of this report will be small and medium European 
urban municipalities who currently do not have the staff and the organisational capacity 
required to identify and implement new financial approaches, even if they have an existing 
mobility development plan.  

1.3. How to Use the Guidelines 
The Guidance was developed in a way that it could be read as a standalone document. 
However, in order to get the most out of it, this Guidance should be read together with two 
other reports that were prepared as part of the SUITS WP4: ‘Innovative Procurement’ and 
‘New Business Models Related to Transport’. 

The report has been structured in the following way: 

• Section 1 - Introduction 

• Section 2 provides overview of the research methodology  

• Section 3 presents some relevant regulatory environment, strategy and governance 
and identifies present-day trends in European S-M cities  

• Section 4 outlines innovative financing principles and importance of innovative 
financing approaches 

• Section 5 identifies Innovative Financing Mechanisms that S-M cities can utilise to fund 
sustainable mobility projects 

• Section 6 outlines additional recommendations, and 
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• Section 7 – summarises the findings 

The main outputs of this Guidance are: 

• A collection of Innovative Financing Mechanism briefs, including selected case 
studies and implementation steps for S-M cities, and 

• A Matrix of Financing Mechanisms 

The individual briefs, which are contained in Appendix C, provide concise overviews of the 
identified Innovative Financing Mechanisms. Each brief includes a summary and general 
characteristic of a financing mechanism, as well as proven track records, case studies, and 
guidelines for implementation in S-M cities.  

The Matrix of Financing Mechanisms shows which innovative financing mechanisms are best 
suited to financing specific types of sustainable transport and mobility projects. 

1.4. Key Stakeholders in Developing the Present Guidelines 
Key stakeholders played a role at various stages of developing these Guidelines. The EU is 
responsible for the funding of the development of these Guidelines as part of the Horizon 
2020 programme, the EU’s largest research and innovation programme.  

ARCADIS was responsible for preparing selected innovative financing mechanism briefs and 
the Guidelines themselves, as well as managing parners’ contribution to Task 4.1.  

Partners with assigned contribution to Task 4.1 were responsible for preparing briefs of 
financing mechanisms, as well as for providing feedback on the Guidance. Each partner 
selected a financing mechanism (based on their individual interest, expertise, and 
knowledge) to summarise in a short brief.   

The City Partners were involved in identifying gaps in capacity to implement Innovative 
Financing Mechanisms in local authorities, as well as in assisting WP4 task leaders in 
developing the format for the Guidelines. City Partners also contributed to Section 3.3, on 
present-day trends for financing sustainable transport and mobility projects in S-M cities. 
Although some understanding on present-day trends in partner cities was achieved in the city 
characterisation surveys undertaken during WP2, semi-structured, informal phone interviews 
were also conducted to gain some further understanding. 

Through ongoing communication and workshops, the City Partners revealed their preference 
for a clear and concise guidance, to include not only descriptions of the financing 
mechanisms but also relevant examples, case studies, recommendations, and 
implementation guides. To meet this request, the content of this report was limited to the 
most relevant information to help European S-M municipalities enhance their knowledge and 
capacity.
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2. Research Methodology 
This report made use of a variety of primary and secondary data sources. Primary sources 
included semi-structured interviews and informal conversations with individual City Partners. 
These interviews were carried out to gather information about the status quo and future 
applicability of the funding mechanisms. Secondary sources included publications from peer-
reviewed journals, media publications and books, as well as open source reports and papers 
published by government agencies, universities, not-for-profit entities, private consultancies, 
and innovation hubs.  

Availability of Information 
The major obstacle that was encountered during the preparation of this study was the sheer 
magnitude of available information about financing and funding approaches that had been 
used by different authorities, organisations, and groups to fund their projects and activities. 
As such, SUITS partners made use of their professional judgement to choose sources and 
case studies that were most relevant for this guidance. Financing mechanisms that were 
judged to be the most suitable for S-M cities to fund their sustainable mobility aspirations 
were included in the report and assessed in detail. Inevitably, there are other useful financing 
mechanisms which were not identified by this research. As such, this is not an exhaustive list 
of tools. 

It also became apparent that there is a lack of peer-reviewed research that looks at 
existing/traditional financing mechanisms specifically used by S-M cities to finance their 
sustainable mobility agenda. Available information for these Guidelines came mainly in the 
form of subjective evidence such as government reports and media publications, or from 
local authorities’ budget reports and internal documents. Information received from the City 
Partners was also used to inform the Guidelines.  

Constraints  
Professional judgement based on available evidence and research was required to judge the 
applicability of the identified financing mechanisms and their potential effects on S-M cities. 
However, without before and after studies, the effects of such interventions could not always 
be properly assessed. Following the Pilot Application and the feedback received from the 
City Partners, the Guidelines can be updated.  

Even if a finance mechanism had previously been applied to finance sustainable mobility 
projects, the case studies did not always form a representative sample that was required for 
a robust assessment. As such, the findings from case studies should be treated more as 
unconfirmed evidence that is context and culture specific. 

Applicability 
Every effort has been made to ensure that this guidance would be useful for a wide range of 
S-M municipal authorities, with varying levels of capacity and organisational structure. 
However, the ability to implement findings and recommendation of this guidance will depend 
on the scale and density of a city, governance, organisational structures, attitudes towards 
new ideas and innovative approaches, existing capacity, and available resources. 
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3. Regulatory Environment, Strategy, and Governance 
Firstly, this chapter discusses policies and legislation, made at the EU level and at the 
member-state level, that relate to financing sustainable transport and mobility projects. 
Secondly, this chapter identifies present-day trends in financing sustainable transport and 
mobility projects in S-M cities. 

3.1. Legal and Regulatory Framework: the EU 
Following the recent economic crisis, the EU adopted over 40 new pieces of financial 
legislation to help restore financial stability and market confidence (European Commission, 
2016). Financial legislation and regulations give the European Parliament the power to 
prevent spending on projects which do not meet the rules that were set out within these 
frameworks (European Union, 2017). With regards to transport and mobility, there are 
various legislative and regulatory frameworks in place which detail how these EU funds can 
be spent.  

Since the EU’s pledge in 2013 to encourage sustainable transport and mobility initiatives, a 
greater number of corresponding legislation and regulatory frameworks have also been put in 
place. In order to gain funding for transport and mobility projects, criteria regarding a project’s 
environmental sustainability has been heightened. A range of funding and financing options 
exist for transport and mobility projects, such as the European Structural and Investment 
Fund (ESIF), the Connecting Europe Facility (CEF), and European Fund for Strategic 
Investment.  

3.1.1. General Finance Regulation 
Regulation (EU, EURATOM) No 966/2012 is the central legislative document that sets out 
the financial rules that are applicable to the EU’s general budget. Funding and financing for 
all operations in the EU must comply with these rules.  

The Regional Policy (also known as the Cohesion Policy) and the Investment Plan for 
Europe are the EU’s main investment policies, where a third of the EU’s budget is spent. The 
Regional Policy targets all the regions and cities within the EU and supports economic 
growth, sustainable development, and quality of life. One of the Regional Policy’s key 
priorities for 2014-2020 is transport and energy networks, with a particular focus on ‘smart 
mobility, multi-modal transport, clean transport, and urban mobility’ (European Commission, 
2017c).  

The Investment Plan for Europe, also known as the Juncker Plan, is an ambitious 
infrastructure investment plan, set out in 2013, that aims to unlock additional public and 
private investment for infrastructure by providing guarantees and technical support. The 
Plan’s key objectives are to “remove obstacles to investment; provide visibility and technical 
assistance to investment projects; and make smarter use of financial resources”. There are 
three central pillars to the Plan: The European Fund for Strategic Investment (EFSI), which is 
the core of the investment plan for Europe; the European Investment Project Portal / 
Investment Advisory Hub, which offer technical assistance to investment projects; and 
removing national and EU regulatory barriers to improve the business environment 
(European Commission, 2017c). Regulation (EU) 2015/17 sets out rules related to the 
European Fund for Strategic Investments (EFSI), the European Investment Project Portal 

https://ec.europa.eu/info/funding-tenders/funding-opportunities/funding-programmes/overview-funding-programmes/european-structural-and-investment-funds_en
https://ec.europa.eu/info/funding-tenders/funding-opportunities/funding-programmes/overview-funding-programmes/european-structural-and-investment-funds_en
https://ec.europa.eu/inea/en/connecting-europe-facility
http://www.eib.org/efsi/
http://www.eib.org/efsi/
https://ec.europa.eu/europeaid/regulation-eu-euratom-no-9662012-european-parliament-and-council-25-october-2012-financial-rules_en
http://ec.europa.eu/regional_policy/en/policy/what/investment-policy/
http://www.consilium.europa.eu/en/policies/investment-plan/
http://www.consilium.europa.eu/en/policies/investment-plan/
http://www.eib.org/efsi/
https://ec.europa.eu/eipp/desktop/en/index.html
https://ec.europa.eu/eipp/desktop/en/index.html
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015R1017&from=EN
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and the European Investment Advisory Hub. The regulation highlights that EFSI funding 
should only support strategic investments into projects which are of common interest to the 
Union objectives.  

As an example, the EFSI supported the municipality of Las Palmas, Gran Canaria, to secure 
a 50-million-euro loan from the EIB to finance a high-capacity bus network in Las Palmas, 
Gran Canaria. The project includes a new 11.7 km high-capacity bus route with new cycling 
lanes and widening of pavements, as well as 17 new hybrid and electro energy buses. This 
loan would not have been possible without the guarantee from the EFSI and the support 
services from the Investment Advisory Hub that helped to get the project off the ground. 

3.1.2. Transport and Mobility Related Finance Regulation 
Much of the recent EU-level transport and mobility legislation emphasises the importance of 
sustainability. The latest EU legislation regarding transport and mobility, which provides 
details of how the new EU budget should be spent, was adopted in 2013. Prior to this time, 
legislation for EU funding for transport and mobility projects did little to encourage ‘greener’ 
mobility, and generally failed to consider impacts of air pollutants, land use, and greenhouse 
gases caused by transport. However, in 2013, the EU pledged that a minimum of 20 percent 
of the one trillion euro EU budget for 2014-2020 would be spend on climate adaption and 
protection goals, with one hundred billion euros of this to be used for sustainable transport 
and mobility projects (Transport and Environment, 2017). Since then, the EU transport and 
mobility financing and funding legislation has focused more heavily on sustainable transport 
and mobility. 

The Connecting Europe Facility (CEF) is the main financing tool for funding transport and 
mobility projects at the EU level. The CEF was first launched in 2014 and has provided funds 
for European transport, energy, and digital infrastructures. The majority of this funding, over 
twenty-four billion euros for the period between 2014 and 2020, was allocated to European 
transport (Trans-European Transport Network), of which approximately eleven billion euros 
will be made available only for projects in the Member States which are eligible for the 
Cohesion Fund.  

Regulation (EU) No 1316/2013 sets out the rules for using the CEF. The regulation has a 
strong focus on sustainable mobility and transport, and transport and mobility projects are 
eligible for the CEF financing only if they meet the criteria of increased sustainable modes of 
transport and promote a low-carbon economy. There is also a legal requirement for socio-
economic cost-benefit assessments which needs to be carried out for all projects that apply 
to use this fund. This is to demonstrate that the project is planned in line with all national and 
EU environmental legislation, and in a resource-efficient way. 

Regulation (EU) 1315/2013 covers rules for financing Trans-European Transport Network 
(TEN-T), including the type of TEN-T projects which the EU can invest in. Projects that meet 
the EU objectives, and which contribute to the TEN-T guidelines, are eligible for Union 
financial assistance. The regulation specifies that every two years the European Commission 
has to publish a progress report covering where financial assistance for TEN-T was spent. 
As well as this, the European Commission has to outline how spending for each project 
coherently supports the EU guidelines, in line with their objectives and priorities.  

https://ec.europa.eu/transport/themes/infrastructure/ten-t-guidelines/project-funding/cef_en
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:348:0129:0171:EN:PDF
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32013R1315
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Although there is little legislation regarding the financing and funding of sustainable transport 
and mobility specifically, there is much legislation which covers the financing of transport and 
focuses heavily on increasing sustainability of this transport. The provided selected examples 
of legislation for the EU financing and funding at a general and transport-specific level, were 
chosen to demonstrate the wide range and importance of the EU financing and funding 
legislation and its focus on promoting sustainable mobility and transport.  

3.2. Legal and Regulatory Framework: EU Member States 
All EU Member States are required to incorporate the EU-level finance directives into 
national laws and adopt measures that are communicated by the European Commission. In 
some cases, in order for these laws to be fully effective, the adoption of implementation 
measures at national level in the EU Member States is required (European Commission, 
2017b).  

This chapter highlights regulatory and legal frameworks that have been implemented in 
various EU Member States, firstly by a review of the legal and regulatory frameworks for 
general investment that have been made in these countries, followed by a discussion of legal 
and regulatory frameworks which are more specific to investment in the transport and 
mobility sector, notably, in sustainable transport and mobility. 

3.2.1. General Finance Regulation 
Within the Member States, there are several types of legal and regulatory frameworks, which 
govern finance and investment by national, regional, and local authorities, as well as by 
private organisations. In addition to laws regarding finance, some Member States have 
specific regulatory bodies that regulate these laws. 

3.2.2. Transport and Mobility Related Finance Regulation 
Laws and regulations that govern investment in and financing of transport and mobility 
projects vary significantly from country to country. In some of the EU Member States such as 
Greece, there appears to be a lack of laws and regulations related directly to transport and 
mobility finance, especially with regard to sustainable transport and mobility finance. On the 
other hand, some EU Member States with strong focus on sustainability do have laws and 
regulations in place regarding the financing of sustainable transport and mobility schemes. In 
many EU Member States, there are authoritative bodies who regulate transport and mobility 
including how it is financed1. 

National laws and regulatory frameworks in relation to transport often set measures 
regarding finance and investment. However, even if there are regulations to govern 
investments in transport and mobility, they could be outdated and not always fit to the task 
posed by the need for investment in sustainable transport and mobility. 

Overall, despite various laws regarding the financing of transport and mobility in the EU 
Member States, it appears that a substantial proportion of funding and finance in sustainable 
transport and mobility is not controlled by legal and regulatory frameworks. For most 
sustainable transport and mobility projects, funding is received from any organisation willing 

 
1 https://ec.europa.eu/transport/modes/rail/market/regulatory_bodies_en 
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to invest in the project, and there are few laws that are associated with where funding can 
come from, and how it is distributed. 

In most Member States, national funds for transport and mobility are spent in accordance 
with national investment strategies that set out the priorities for investment in this area. More 
recently, national investment strategies have focused more heavily on sustainable transport 
and mobility.  

Overall, although there is little legislation and regulations regarding the financing of funding 
of transport and mobility projects, in particular, those that are sustainable, there is a large 
amount of legal and regulatory frameworks regarding the general finance and investment in 
the EU Member States. In addition, there are various authoritative bodies which control and 
regulate how finance and funding are accepted and distributed for transport and mobility 
projects in the EU Member States. Furthermore, most funding and finance sources for 
sustainable transport and mobility are regulated in accordance with national investment 
plans, and therefore, despite few legal frameworks, there are rules on how different types of 
funding can be spent.  

Details regarding country specific examples of general finance regulation and transport and 
mobility finance regulations in EU member states can be found in Appendix A. 

• Appendix A1 discussed transport related Finance Regulations in Germany and 
highlights the Municipal Transport Financing Act and the Urban Transport 
Development Concept VEK, which is an action plan for sustainable mobility. 

• Appendix A2 mentiones the the Regulatory Authority for Railways (RAS), which was 
set up in 2011 in Greece. 

• Appendix A3 provides Italy-soecific examples, including the national strategic plan. 
• Appendix A4 talks about the general financial regulations (naely, the Financial 

Services Act 2012 and the Enterprise Act 2002) and transport related financial 
regulations in the UK (the Transport Investment Strategy).  

• Appendix A5 gives an example from Romania, including the law no. 500/2002 
regarding public finances, the law no. 273 on local public finances and the General 
Transport Master Plan of Romania (GTMP), which prioritises investments in the field 
of transport for all transport modes. 

• Appendix A6 discusses the general and transport related financial regulations in 
Spain, including Law 22/2009 of financing schemes for Regions and Autonomous 
Cities. 

3.3. Present-Day Trends in Partner Cities 
This chapter discusses how small to medium-sized cities currently finance sustainable 
transport and mobility systems by giving a general overview of the literature on the topic. 
Details regarding examples of present-day trends in the financing of sustainable transport 
and mobility in cities can be found in Appendix B. The information presented in this Appendix 
was derived from City Partner survey results (collected in SUITS Work Package 2), as well 
as interviews carried out with City Partners as part of Work Package 4. A survey was carried 
out to derive information about demographics, socio-economics and the mobility context of 
each partner city. Additional information was collected as part of WP4 through email 
conversations and informal interviews. The City Partner were asked about the sources of 
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funding for sustainable transport/mobility schemes, and whether sustainable 
transport/mobility budgets are received from national governments. The Case Studies 
include cities in the UK, Alba Iulia (Romania), Rome (Italy), Valencia (Spain), Stuttgart 
(Germany), and Kalamaria (Greece).  

Traditionally, financing systems in cities were almost completely dependent on funding from 
the national level through taxation. Infrastructure and city operations tended to be covered by 
a property tax. However, more recently, increased public debt-to-GDP ratios, misallocations 
of resources due to political interferences, and public deficits have led to a strong reduction 
in public funding at national level (OECD, 2014; Pagano & Perry, 2008). As a result, 
municipal and local governments have witnessed diminishing streams of funding from 
national governments and have increasingly been seeking funding from a wider range of 
mechanisms, both public and private.  

Present-day financing systems for sustainable urban transport and mobility vary widely from 
city-to-city. This chapter highlights the most common trends in present-day financing systems 
used to fund sustainable urban transport and mobility schemes in cities. 

3.3.1. Funding for Urban Transport and Mobility in Cities 
The array of funding streams used to fund municipal transport and mobility systems is 
complex, due to the numerous actors and modalities involved in the planning, delivery and 
operation of the infrastructure. However, there is a dominant structure of transport and 
mobility finance for municipalities which includes a combination of public and private funding 
from different political scales (national, regional, municipal, local etc). This section gives a 
brief overview of the types of public and private financing mechanisms used to fund 
sustainable transport and mobility schemes within cities. 

3.3.1.1. Public Financing Systems 
Public finance is controlled and allocated by the national, regional, or local government. 
Despite a reduction in public finance over the last century, public authorities are still one of 
the main players involved in the financing of urban transport and mobility schemes. The 
various levels of public authority within a country’s political hierarchy play distinct roles in the 
financing of transport and mobility. Compared to other cities, the largest and capital cities 
tend to receive a larger proportion of finance from the central government due to political 
attention. Finance for urban transport and mobility in most other cities is often the 
responsibility of regional or municipal governments, with only some degree of funding from 
the central government, although this varies between countries and their geopolitical 
structures (World Bank, 2015).   

Public finance tends to be derived from multiple sources, as follows: 

• Spefic SUMP multi-year programs: National bodies like Ministries or national 
Agencies could finance SUMP at least for the part related to new and revamped 
public transport infrastructures, due to their intergenerational nature. Financing could 
be done through competitive tenders, rewarding the most advanced status of 
infrastrucure design in each city where SUMPs are compulsory. These programs 
should be linked to programs issued by national or regional banking institutions.  
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• Taxation (national, regional, municipal, or local level): National taxation is a 
compulsory contribution to a political jurisdiction’s revenue, imposed by government 
on assets such as workers’ income, vehicle ownership, petrol, and property. Taxing at 
the local level includes pollutant taxes, and earmarked payroll taxes, and are initiated 
by local authorities (Ubbels et al., 2004; World Bank, 2015). For example, the 
‘Versement Transport’ system in France, and the ‘Vale-Transporte’ system in Brazil, 
are taxing systems that are operated at the local level, whereby there are obligations 
placed on employers to finance part of their employee’s commuting costs (World 
Bank, 2015).  

• Value capture (VC): VC is a mechanism by which the agency responsible for the 
development of new infrastructure receives a monetary contribution from local 
beneficiaries (such as property owners and land developers) to help fund the 
infrastructure project (Enoch, Potter, & Ison, 2005). Local property owners and 
developers are expected to benefit from an increase in land and property values in 
the area surrounding the new infrastructure, VC aims to capture some of this value. 
For example, for the development of the Jubilee Line, developers in Canary Wharf 
gave a contribution of 400 million pounds to the cost of building the Jubilee Line 
(Enoch et al., 2005). 

• User fees and charges: User fees and charges are either fees imposed on users of 
transport infrastructure and services, or charges for non-compliant use of 
infrastructure and services. User fees and charges can include congestion charges, 
road tolls, road fines, bus and rail tickets, or parking fees. For example, a fairly recent 
initiative in London was the Central London Congestion Charge, which has helped to 
fund the upgrading of bus services to meet the rise in passengers associated with the 
20% decrease in road traffic achieved by the congestion charge (Enoch et al., 2005). 

• EU funding: The European Commission provide financial support to cities in the EU 
through a wide range of financial instruments, such as grants to support projects, 
offering public contracts and providing budget and sector support. EU grants are 
direct financial contributions and come from funds such as the European Investment 
Bank (EIB) and the Cohesion Fund. Contracts are awarded through a tendering 
procedure to purchase supplies, services or works, for activities which contribute 
directly to specific development goals set by the EU and include mechanisms such as 
the Joint European Support for Sustainable Investment in City Areas (JESSICA) and 
Horizon 2020 (European Commission, 2017a). JESSICA supports sustainable urban 
regeneration and development through financial engineering mechanisms, whereas 
Horizon 2020 is the financial instrument used to implement the Innovation Union, a 
Europe 2020 flagship initiative which aims to secure Europe’s global competitiveness. 
Budget and sector support consist of transfers of money from the EU budget to a 
national treasury and helps with the delivery of projects that are identified by the 
countries themselves.  

3.3.1.2. Private Financing Systems 
Private financing is funding that is made available by the private sector, where private firms 
are contracted to complete or manage public projects, or where capital is mobilised from 
financial institutions. Private investment in transport and mobility schemes and infrastructure 
has increased over the past decade in response to the reduction of public spending. 
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Generally, when a public transport service is franchised to the private sector, the financing of 
the vehicles and their supporting infrastructure tends to become the responsibility of the 
franchise (World Bank, 2015).  

Private finance tends to be derived from multiple sources, with the majority of private 
financing for sustainable transport and mobility schemes in cities tending to come from banks 
and institutions. Banks and institutions provide upfront capital investment (loans) to finance 
the projects that a city needs, but require predictable revenue streams in return of supporting 
these projects (BBA, 2015). 

3.3.1.3. Public-Private Partnerships (PPPs) 
Public-Private Partnerships (PPPs) are contractual arrangements between a public agency 
(either federal, state or local), and a private sector entity. Through this agreement, both 
entities agree to share their skills and assets to deliver a service of facility for the use of the 
general public. Private firms see PPPs as a lower-risk option compared to full-private 
investment, and public organisations benefit from capital investment. 

The PPP approach is increasingly being adopted to deliver new investment in the transport 
sector and is well established across Europe. International financial institutions are also 
increasingly promoting this approach to development finance. For example, the World Bank’s 
Maximizing Finance for Development (MFD) effort seeks to leverage the private sector and 
optimise the use of scarce public resources to finance development projects targeting 
sustainable urban mobility. 

 3.3.2. Summary 
Present-day financing systems in cities, which used to finance sustainable transport and 
mobility, tend to comprise public and private finance, although the types of public and private 
finance tend to vary from city to city. Existing literature suggests that most cities receive 
some level of national funding, although small to medium-sized cities tend to receive much 
less national funding compared to larger cities. However, as shown in Appendix B, the 
survey answers received in WP2 show that funding in the partner cities comes from national, 
regional or EU sources. The additional questions posed to the City Partners as part of Task 
4.1 further highlighted where this national, regional and EU funding comes from specifically. 
For example, Alba Iulia tends to rely heavily on EU funding to finance sustainable transport 
and mobility by applying for various grants and EU programmes, whereas Stuttgart, which is 
a much larger city, tends to rely more on local level funding from the municipal budget.

http://blogs.worldbank.org/transport/maximizing-finance-sustainable-urban-mobility
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4. Innovative Approaches 
4.1. Innovative Finance Principles 
For the purpose of these Guidelines, ‘innovative financing’ refers to financing mechanisms 
that are creative in thinking, that mobilise, govern, or distribute funds in ways that go beyond 
traditional funding processes. Innovative financing includes financing practices that have not 
been applied to sustainable transport and mobility previously. It also includes mechanisms 
that may be well-established and traditional in some cities but have not been widely applied 
in other S-M European cities.  

The principles used to assess suitability and applicability of the identified Innovative 
Financing Mechanisms are as follows:  

• Environmental Sustainability – the mechanisms could be used to support investment 
towards low-carbon, climate-resilient transport and mobility options 

• Financial sustainability – the mechanisms do not have a negative impact on the ability of 
S-M cities to cooperate with other public bodies and private organisations, or to attract 
funding from other sources 

• Complementarity – the mechanisms could be used with other financing mechanisms, 
including traditional funding sources and government revenue 

• Scalability – the mechanisms could be replicated and scaled up in other cities in the EU  

• Efficacy – the mechanisms have ability to bridge funding shortfalls and/or to create new 
funding streams 

• Innovation – the mechanisms feature new methods that are advanced and original 

4.2. Importance of Innovative Financing Approaches 
The vision of the European ‘City of Tomorrow’ is a place of environmental, ecological, and 
green regeneration, which requires a new balance between public and private modes of 
transport and mobility. To meet this balance, small to medium-sized cities are actively 
encouraged by the EU to promote inclusive, sustainable, and healthy mobility, and work 
towards integrating multi-modal transport systems (European Union, 2011; AFD & MEDDE, 
2014). 

However, largely as a result of the Great Recession and the subsequent policies to reduce 
national government deficits, local governments have seen their budgets reduced over the 
past decade. The increased levels of uncertainty in the market have significantly reduced the 
availability of both public and private finance (OECD, 2014). As a result, current investment 
flows have been generally insufficient to meet transportation and mobility infrastructure 
needs to support the EU’s environmental objectives, economic growth, and social goals. In 
addition, across Europe, the responsibilities associated with funding and operating transport 
and mobility infrastructure are increasingly being devolved to local and regional 
governments. Meanwhile, cities are facing increasing pressure on their services due to 
population growth and urbanisation, whilst experiencing cutbacks in traditional funding 
sources. Innovative finance measures and instruments are key in overcoming this funding 
gap by helping local authorities diversify their income streams. 
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In addition, investors who may have previously invested in transport and mobility schemes 
are reluctant to invest in sustainable transport and mobility projects as they do not expect a 
high enough financial return. Investors are good at understanding a single asset such as a 
power plant or a toll road, however, when benefits are diffuse, such as increased city 
competitiveness, economic growth, or the efficient use of a scare resource, the potential 
monetary benefits are less clear and, therefore, less attractive for an investor. This 
perception tends to be formed from various factors such as uncertainty about future energy 
prices, long-term delays before a project reaches maturity and profitability, and large 
volumes of required investment (European Commission, 2013). As such, sustainable 
transport and mobility schemes tend to fall into the category of risky, ‘non-bankable’ projects. 

That is why innovative financing approaches are important and could be used to fill in the 
gap of funds caused by the reduced funding from investors. Innovative financing can lessen 
the perceived risk-factor associated with sustainable transport and mobility projects, and can 
provide more sufficient, effective, and stable funds compared to traditional fiscal investment 
(European Union, 2011; Sun, Li & Xie, 2014; European Commission, 2013). 
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5. Innovative Financing Mechanisms 
This section summarises the Innovative Financing Mechanisms that were analysed during 
this study, with full briefs being contained in Appendix C. The Matrix of Financing 
Mechanisms is presented in Figure 1 and shows which innovative financing mechanisms are 
best suited to specific types of sustainable transport and mobility projects. Figure 2 provides 
a visual illustration of the mechanisms, whilst Tables 3 - 23 provide an overview of all the 
Financing Mechanisms along with a brief set of guidelines for implementation. 

The matrix was compiled using professional judgement and available information and is 
intended for indicative purposes only. It should be noted, that it does not cover all sustainable 
transport and mobility projects that can be financed using the identified financing 
mechanisms. Some of the identified financing mechanisms could also be potentially used for 
other sustainable transport and mobility projects different from the ones indicated in the 
table. The applicability of the identified financing mechanisms would depend on local context 
and would be determined by existing legislation and policy, national and local sustainable 
mobility plans, as well as political will within the S-M city administration.  
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Figure 1 Indicative Matrix of Financing Mechanisms 
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Consumer 
Purchases

Park and Ride ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Electric and Hybrid Buses ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Bus Priorities ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Integrating Urban Freight ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Cycle Parking and Storage ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Cycle Lanes ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Cycle Signage ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Bike Sharing System ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Pedestrian Crossings ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Pedestrian Footpaths ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Pedestrian Signage ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Car Sharing Scheme ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Car Pooling Scheme ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Public Electric Vehicle 
Charging Services ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Parking Management 
Systems ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Tram/ Light Rail ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Cable Cars ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Green Zones ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Trip Planning Systems (i.e. 
Mobile Travel Planning Apps)

✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Personalised Travel Planning ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Improving Availability of 
Travel Information ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Improving Train, Bus, Tram 
Stations ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Improving Accessibility to 
Transport for Disabled ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Safety, Secureness and 
Awareness Schemes ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

CCTV for Public Transport ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

Street Lighting ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓
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Figure 2 A Visual Illustration of Innovative Financial Mechanisms 
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5.1. Congestion Charge 
Table 3 Congestion Charge 

Key characteristics 
• A surcharge on people who travel with private vehicles in certain congested areas to encourage alternative transport modes or routes. 
• Raises additional revenue for transport and mobility projects whilst also improving environmental conditions, relieving congestion, and decreasing journey times for road transport.  
• Strong political support and public acceptability are key to the successful implementation of a congestion charge scheme. 

Brief description 
• A congestion tax or charge is a financing mechanism and mobility management strategy that surcharges users of public services as a result of excess demand. A congestion charge for 

transportation can include higher peak charges for use of public transport or road pricing to reduce congestion. It embraces a ‘stick’ approach to traffic management, using negative incentives 
to encourage users to change their behaviour. Congestion charging helps to manage demand, making it possible to control congestion without increasing supply.  

Attractiveness 

• As a source of substantial, additional revenue, congestion charging can be used to contribute funds for transport and mobility initiatives. This requires a specified contribution to public transport, 
or a government commitment/budget outlining the uses of the congestion charge.  

• Encourages modal shift and a decrease in vehicle usage within designated boundaries. 
• Reduces traffic congestion during charging hours, which allows for healthier environments and a safer urban core/region.  
• Reduces the amount of fossil fuels consumed within the congestion charge zone. 

Challenges and risks 

• Acceptability is an overriding concern for congestion charging. The way that the impacts, in particular, the benefits are perceived is critical.  
• Municipalities and national governments find it difficult to design a scheme that is effective as well as publicly accepted. This can result in original proposals weakened or watered down. 
• In order to generate substantial funds, vehicles need to continue to drive within the congestion charge zone; this contradicts the primary goals of congestion charging, which is to discourage 

individuals from driving. 
• Risk of traffic spilling over into areas outside of the congestion zone. 
• Implementation causes change in demand of other transport modes; transport planners must ensure that other alternative public transport services are provided and/or improved. 
• Without specified projects and funding initiatives, congestion charging provides a general source of funds for public projects, rather than public transport-specific initiatives. 
• Requires high capital and operational costs, however this can be offset by the income generated by the charge. 
• Requires national governments to enable congestion charging through legislation.  

Case studies 
• London Congestion Charge 
• Gothenburg Congestion Charge 

Guidelines for implementation 

• The amount charged should correspond to the type of urban vehicles and their contribution to traffic congestion. 
• Finding the right tariff will require close consideration, as it must be high enough to encourage behaviour change but it must not be too high to encourage heavy opposition.  
• Using effective communication and marketing will garner support for the scheme. It is particularly important to get this right at the front-end of the project, as public expectations need to be 

managed early.   
• A congestion charge will only be effective if it is combined with improved public transport and mobility services and an increased focus on walking and cycling initiatives.   
• Hypothecate congestion charge revenues, so that they are spent directly on improving the city or region’s public transport and mobility system. This will help to garner public support and further 

encourage modal shift.  

• If not done already, national governments might be required to create new legislation to enable municipalities to implement a congestion charging scheme. Once this has been achieved, 
national governments can work closely with municipalities to create top-down incentives, e.g. the West Sweden Fund which helped to drive local political support for the scheme. 

• Form powerful coalitions between economic, political, and environmental groups in order to build momentum. This can be particularly tricky, as major stakeholders often have different 
expectations and desired outcomes.  

• Congestion charging can easily create more problems, e.g. by shifting congestion to neighbouring areas. A meta-analysis of the city’s transport and mobility system and a strategic modelling 
exercise is required in order to take local conditions into consideration. 
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5.2. Municipal Green Bonds 
Table 4 Municipal Green Bonds 

Key 
characteristics 

• Green Bonds are a financial instrument that enables institutional investment for projects with environmental benefits.  
• Green Bonds are especially attractive to investors who incorporate environmental, social and governance (ESG) criteria (the three 

indicators which measure sustainable impact of investments) into their investment analysis.  
• Green Municipal Bonds for sustainable transport and mobility projects could potentially attract investors that are not typically 

interested in investing into municipal bonds and allow residents to invest in sustainable mobility projects in their own communities. 

Brief description 

• In financial markets, a bond is categorised as a debt instrument, which allows the issuer to raise capital from investors. The issuer 
of a bond owes the bond holder a debt, of which he is required to pay interest and/or to repay the principal at the maturity date. 
Fixed return bonds generally have a lower risk profile compared to equity instruments. This makes bonds more appealing to 
institutional investors who are attracted to steady pay-outs over an investment timeframe. 

• Green Bonds differ from other bonds because they can only be used to finance projects that work towards climate change 
mitigation and resiliency, which includes sustainable mobility initiatives and projects. Municipal bonds are debt securities issued by 
national governments, local authorities, regional bodies, and other governmental agencies to finance day-to-day operations and 
new projects. 

• Many investors are attracted to Green Bonds because of their strict due diligence and transparency. The issuer of Green Bonds is 
subject to strict regulations and must prove to investors how ‘green’ the projects are. Green Bonds are particularly attractive to 
investors who make decisions based on ESG criteria, pursue environmental agenda and/or have a separate asset class for 
climate-focused investments (Reichelt, 2010). Purchasers of Green Bonds include private and public investors, pension funds and 
insurance companies. 

Attractiveness 

• Green Bonds encourage investment into sustainable transportation and mobility projects such as electric, hybrid, public, rail, non-
motorised, multi-modal transportation, infrastructure for clean energy vehicles and reduction of harmful emissions. 

• Investors value the transparency of Green Bonds. 
• Green Municipal Bonds issued for sustainable transport and mobility projects can attract investors that are not typically interested 

in investing into municipal bonds.  
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• They can be used to fund or co-finance major projects and their operational expenses. 
• Green Bonds can be used to bundle smaller green projects to increase scale and their attractiveness to investors. 
• Collaboration between different municipal departments for the sake of Municipal Green Bond issuance could have an addition 

benefits for local authorities. Municipalities that undertook this exercise have found it being useful for aligning local government as 
an institution around sustainability agenda. 

Challenges and 
risks 

• Lack of standards and a universal definition for Green Bonds. 
• Lack of information and market knowledge for local authorities, national governments, and investors. 
• Lack of clear risk profile associated with specific green investments. 
• Subnational governments such as city municipalities generally have lower credit ratings than national governments, as their 

default risk is considered to be higher. 
• Local governments often lack legislative power to access the bond market. This could require national governments to establish 

new legislation to allow the issuance of the municipal Green Bonds. 
• Issuance of Green Municipal Bonds requires capacity and knowledge which small and medium municipal authorities often lack. 
• More suitable for medium and large rather than small cities due to additional costs (the cost of issuance could be high - up to 

US$50,000), know-how and demand on resources.  

Case studies • New York MTA and Puget Sound, US; Municipality of Finance, Finland; Council of Paris, France; TfL, UK. 

Guidelines for 
implementation 

Step 1: Identify qualifying and suitable green sustainable transport and mobility projects 
Step 2: Arrange an independent, third-party review 
Step 3: Set in place procedures for monitoring and reporting 
Step 4: Issue a Municipal Green Bond 
Step 5: Monitor usage of proceeds and report annually  
 
• S-M cities who lack expertise and capacity to issue Green Bonds could partner with other municipalities and/or the national 

government.  
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• Cooperation across municipal departments is a crucial to success. For example, the finance department must work closely with 
the transportation and environment departments. This could present a challenge for municipalities and local authorities where this 
sort of cooperation is not common.  
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5.3. Civic Crowdfunding 
Table 5 Crowdsourcing 

Key characteristics 

• An alternative finance model that uses micro-financing and crowdsourcing to fund community projects that tend to have a high 
social impact. 

• Project initiators are most often local citizens who develop and publicise their ideas on internet-based platforms. These 
platforms also handle the financial transactions of the crowdsourcing which helps to increase transparency. 

• Increasingly, governments are making use of ‘match-funding’, where they match funds to projects that have been successfully 
crowdsourced. 

Brief description 

• Civic crowdfunding, also known as ‘public subscription’, is centred around four main concepts: crowdsourcing (collectively 
reaching a project goal), crowdfunding (micro-financing from the crowd), the internet (online platforms where projects are 
publicised, and funds are raised), and civic- and social-impact focus. Projects are showcased on an online platform where 
funds are also tracked and collected. Increasingly, local authorities are making greater use of civic crowdfunding platforms to 
support and co-fund/match-fund citizens in their initiatives to develop, fund and deliver local improvement or community service 
projects. 

Attractiveness 

• Crowdfunding is well suited for small-scale projects that have a social purpose and have short-duration periods where impacts 
can be realised relatively quickly. 

• Provides an alternative to the ‘rigid and complex engagement mechanisms’ currently available to citizens. 
• Encourages active citizen participation which gives people a sense of ownership over their projects and their public spaces. It 

also creates new interfaces between citizens, organisations, and public authorities. This helps to builds more resilient and 
cohesive communities. 

• Allows for more innovation whilst reducing the risk of failure, as the projects are already proven to be popular and the projects 
are not debt-based. 

• The financial benefits of civic crowdfunding are often the most enticing aspect of this financing mechanism. However, there are 
significant social benefits, including increased community engagement and improved mental health, which often become as 
important as the financial gains. 
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Challenges and risks 

• Critics may argue that councils will cut public spending for public spaces and community projects as a result of increased 
crowdfunding activity. This is of particular concern to communities with fewer resources, who lack the capital, time and 
mobilisation to take on crowdfunding initiatives.  

• Crowdfunding must operate within the legal framework of national and local governments. This can require strong cooperation 
between different governing bodies and strategic alignment of objectives.  

• Local governments, who match funds through civic crowdfunding platforms, need to ensure that the platforms themselves are 
legitimate and have proper controls. Otherwise, crowdfunding may be non-compliant with transparency and efficiency 
standards.  

• Since this is a new financing mechanism, there is a lack of knowledge about crowdfunding and how best to use it from both the 
general public and the government perspectives.   

• Not yet suitable for financing long-term programmes or major infrastructure that requires major capital. However, in future, 
governments may find new and creative ways to use crowdfunding to supplement larger projects.  

Case studies • Spacehive, UK and the London Mayor’s Civic Crowdfunding Platform. 

Guidelines for 
implementation 

• Municipalities must find appropriate online platforms to provide ‘match-funding’ to civic crowdfunding projects. If no such online 
platform exists in a country, perhaps innovation grants can be created to entice a local social enterprise or software company 
to create such a platform. A good platform will help to reduce administrative costs for authorities and will provide dedicated 
support services to project owners and grant-makers.  

• Civic crowdfunding requires close supervision from government and, depending on the type of crowdfunding, may require new 
regulation entirely. National, regional, and local legal frameworks will have to be taken into considered before any 
crowdfunding initiatives are taken on board.  

• Starting civic crowdfunding initiatives within government could require in-house capacity building and the removal of 
bureaucratic barriers. 

• Crowdfunding requires defining shared outcomes, to ensure that the government authorities, online crowdfunding platforms, 
and project participants are aligned and working towards a similar, overarching goal.  

• Creating ‘Movements’ like the London Mayor’s Civic Crowdfunding Initiative which focuses on neighbourhood regeneration are 
a useful way to build communities around several projects and determine shared targets. This helps to maximise social impact 
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of individual projects. S-M cities who are new to crowdfunding could run a small, pilot ‘Movement’ in order to gauge public 
opinion.   

• Governments would need to ensure that marginalised groups are given extra support and engagement in order to prevent 
homogenisation and the dominance of wealthier communities. This may require providing targeted financial support as well.  
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5.4 Stamp Duty Land Tax (SDLT) 
Table 6 Stamp Duty Land Tax 

Key characteristics 

• Stamp Duty Land Tax is paid by the new owner on most properties above a certain value when the property is purchased. 
• Stamp Duty Land Tax could be used to finance new infrastructure projects, through a concept known as land value capture. This 

financing method allows for the government to recycle some of these windfall gains in property value which currently only benefit 
private landowners. 

• Transport improvements funded through this mechanism may include additional services, infrastructure building or fare 
subsidies. 

Brief description 

• Public investments in public transportation or infrastructure can increase adjacent land values, thus generating a profit for private 
landowners. The resultant increases in land value (which otherwise benefit private landowners cost-free) may be "captured" by 
converting them into public revenue through various mechanisms. Stamp Duty Land Tax is one such method of capturing this 
increase in land values.  

Attractiveness 

• There is almost always a guaranteed land value uplift in areas with improved public transport. 
• Those who benefit most from the infrastructure development pay the most. 
• Relatively easy to monitor and regulate. 
• Proven ability to provide significant finance to reduce the burden on funding for infrastructure from other sources, such as greater 

public income taxation. 
• In the case of development-based land value capture, only those who can afford to, pay the levy (the developers), ensuring that 

those with potentially low disposable incomes do not bear too great a burden. 

Challenges and 
risks 

• The taxes may place significant financial burden on a relatively small cohort. 
• Success of these type of taxes in funding infrastructure is contingent on a high level of understanding and support for the way the 

taxes work, and a high level of support for the projects themselves. 
• Usually property price increases will occur following the completion of transport infrastructure projects, which means the 

additional revenue from this increased property value cannot be captured until after the project has been complete and the funds 
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spent. 
• In all cases where this type of tax has been undertaken, only a percentage of the project’s finance came from this mechanism. It 

still requires additional funding mechanisms as a top-up. 
• The taxes, particularly if too high, risk rendering some redevelopment unviable, resulting in less redevelopment on transit nodes, 

particularly in the case of development-based land value capture mechanisms. 
• Only a small percentage of the total value uplift of properties through result of infrastructure projects can be captured (i.e. if a 

property price increases by £50,000, only a percentage of that £50,000 will be captured). 
• Most, if not all, examples of this type of finance mechanism have been tried in larger cities; Hong Kong, Singapore, Los Angeles 

and London. There are no clear examples yet of this being tried and tested in small to medium-sized cities.  

Case studies • 32% of London’s £14.8 billion Crossrail project was funded through value capture, of which some of this was gained through 
Stamp Duty Land Tax. 

Guidelines for 
implementation 

• Public consultation should be front and centre throughout the implementation to ensure the public are clearly and consistently 
made aware of the benefits of the tax. 

• An increased rate of Stamp Duty Land Tax should only apply in zones of influence around new or upgraded transport 
infrastructure. 

• The tax should be proportionate to the accessibility of the property to the new public transport, and not so high that it impedes the 
property market from operating. 

• Existing residents (those not selling their property) should be exempted from paying the charge. 
• There should always be other funding mechanisms in place to support Stamp Duty Land Tax collection in financing transport 

projects, as this method alone cannot ‘self-fund’ projects. 
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5.5 Lottery Funding 
Table 7 Lottery Funding 

Key 
characteristics 

• Revenue for lottery funding is generated through the mobilisation of profits made from lotteries. 
• Lottery funding invested into ‘good causes’ such as active travel schemes, access to nature projects, heritage projects, and 

community transport. 
• Funding available for not-for-profit and charity organisations, local governments, education organisations, and individuals. 
• To gain funding for a project, an application must be submitted which identifies the need for investment. 
• Lottery funding tends to be a one-off and an irregular income source.  

Brief description 

• Lottery funding is funding mobilised through profits generated from lotteries, which are a form of gambling, involving the drawing of 
lots for prizes, including lotto, electronic terminals, and instant games. 

• To gain lottery funding, the applicant for funding usually follows a standard online application process, and a designated lottery 
funding distributor then decides whether the project is applicable for funding. However, sometimes gaining funding is competitive 
and projects must enter competitions to win the funds. 

Attractiveness 

• Lottery funding can create substantial additional revenue, which can contribute to either some or all of the costs of new public 
transport infrastructure and mobility systems. 

• Lottery funding can enable urban transport and mobility systems to become less reliant on finance from the state. 
• Gaining lottery funding grants allows for flexibility to also draw funding from other sources without elaborate legal structures or 

joint ventures (Big Lottery Fund, 2005). 

• There is a lower risk for the funding distributor due to no long-term financing commitment, which could therefore make them more 
likely to try out a range of innovative projects such as sustainable or active travel projects. 

• Gaining funding is quick, with a short turnaround time between applying for and receiving the funding, as lottery funding is 
separate from the national budget and therefore there are less legal restrictions (UNDP, 2018). 

• Gives the local community an opportunity to get behind a project by contributing to the application for funding. 
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Challenges and 
risks 

• Lottery funding tends to be a one-off or an irregular income source. As a result, it cannot be relied on as a baseline revenue 
stream to fund all public transport projects.  

• Lottery funding budgets depend heavily on ticket sales, retailers commission and prize payments, and can therefore vary 
substantially. Consequently, if an organisation relies on lottery funding, any budget cuts could have serious negative impacts. 

• The financing mechanism does not incentivise good planning or spending. Funding distributors have no responsibility in the 
success of the project, and there tends to be a ‘fund it and forget it’ culture. Therefore, it is solely up to the grant receiver to invest 
the money in the most efficient way. 

• Funding distributors tend to have insufficient skills to identify bankable projects and organisations. Therefore, there is a risk that 
some bankable sustainable transport and mobility project applications may be overlooked. 

• It would only be possible to benefit from this type of funding in EU countries which have lotteries in place.  

Case studies • UK’s National Lottery Funding for projects including Holsworth Rural Community Transport, the Reach Out Project by Ystwyth 
Transport, and Sustrans’ Connect 2 project. 

Guidelines for 
implementation 

• Sign up to relevant lottery funding organisations available in your country or city. 
• Typically, there will be a search page on lottery websites where you can identify criteria to search for relevant funding 

programmes.  

• When applying for funding, develop a sound business plan for your project, which demonstrates exactly why you need the 
funding. To do this: 
o Speak to people with experience in the field of your project 
o Conduct research into the scale of the need for investment into your project 
o Include local statistics such as the level of population in deprivation or without access to public transport links 
o Highlight how your project will meet some of the objectives identified in local, regional and national policy 
o Show how your project will make a difference 

• The Big Lottery Fund’s guidance on getting funding and planning successful projects could be useful when applying for funding in 
the UK. 

• Look out for any competitions run by lotteries in the media, which offer funding as a prize.  
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5.6 Voluntary Capture 
Table 8 Voluntary Capture 

Key characteristics 

• Deal or partnership between developers or property owners and a local authority, where the developer voluntarily agrees to 
pay some or all of the costs for an infrastructure project. 

• Raises additional revenue for infrastructure projects, whilst also providing a return on investment to the developer or property 
owner. 

• One off or irregular income source.  

Brief description 

• Voluntary capture is a deal or partnership between developers or property owners and a local authority, where the developers 
or property owners offer a voluntary contribution towards the costs of a public infrastructure project. Voluntary contributions 
tend to be offered when the developer or property owner calculates that the benefits that they will receive from the provision of 
public infrastructure, outweigh the cost of investing in it. 

Attractiveness 

• Voluntary capture can often create substantial additional revenue, which can contribute to either some or all of the costs of new 
public transport infrastructure and mobility systems. 

• Funding projects through voluntary capture creates incentives for local authorities and transport agencies to make sure the 
benefits of the project will be realised in practice. 

• Voluntary capture can enable urban transport and mobility systems to become less reliant on finance from the state, whilst also 
keeping fares affordable to users. 

• Encourages community participation in the development of urban space, creating a sense of ownership and increasing social 
capital. 

Challenges and risks 

• Unlike some other funding mechanisms, voluntary capture tends to be a one off or irregular income source. As a result, it 
cannot be developed into a reliable and continuous revenue stream. 

• It is not a legal requirement and therefore individual deals could be hard to come by, as in order for voluntary contribution 
towards transportation improvement to be viable for developers, a number of conditions need to be meet. 

• The areas where public transport and mobility investment is most needed, may not be the same as the areas where voluntary 
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contributions are most viable. 
• Objectives of a developer who is paying for the transportation improvement do not necessarily correspond with objectives of 

the wider community and other stakeholders. Finding a compromise satisfying all stakeholders could be a challenge. 

Case studies • Boston’s New Brighton Landing Station. 

Guidelines for 
implementation 

• Often developers or property owners will come forward with plans for funding a piece of infrastructure themselves, as part of 
their development plans. However, where this is not the case, the following steps should be taken: 

• Step 1: Local authorities should be open about future transport and mobility objectives to help gain interest from the public, 
landowners and developers, and create a sense of transparency. The objectives could be publicised through social media 
(LinkedIn, Twitter, Facebook), local newspapers and magazines, flyers posted to local residents, public consultations, and 
stakeholder events.  

• Step 2: Local authorities should make sure that the potential benefits of proposed transport and mobility projects are 
communicated to developers and landowners in the affected areas. If the developer or landowner realises the benefits that a 
project will bring to them, it will help towards gaining their support and encourage their investment. 

• Step 3: It should be made clear that the developers and landowners’ willingness to contribute towards the project will influence 
any decision made. For example, developers and landowners who contribute towards the transport or mobility project should 
be given the opportunity to give their input into the design and implementation of the scheme. 

• Step 4 social capital Developers and landowners should be given the opportunity to demonstrate their willingness to contribute 
towards a project. The local authority should publicise that they welcome the financial support of private developers and 
landowners and should develop a system for them to express their willingness to contribute. The system could be an online 
form. 

• If the governing body/ local planning authority has already announced the project, it can signal to private investors and 
developers that they can influence certain aspects of the design and potential benefits by demonstrating their willingness to 
pay and providing voluntary contributions. This can be done by opening up a consultation process that encourages feedback 
and comments from potential investors in the area. 

• While using voluntary capture could mean the investment into sustainable infrastructure is driven by private investors, it does 
not mean that a scheme cannot be designed to deliver the best possible solutions for the wider community. It is important that 
the objectives of the beneficiaries for the design of the project do not compromise those of the wider community. Local 
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authorities using voluntary capture to fund their sustainable mobility and transportation agenda need to make sure that all 
stakeholders are actively involved into the design process and that their voices are heard. 
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5.7 HGV Charging Schemes 
Table 9 HGV Charging Schemes 

Key characteristics 

• A system to impose a fee on Heavy Goods Vehicles (HGVs) or certain types of trucks, to compensate for the external cost that 
results from their operation. 

• Usually introduced and operated at the national level but cities could be included in the scheme (e.g. Brussels) or could 
establish their own bespoke charging scheme (e.g. London’s Low Emission Zone (LEZ)). 

• Revenues collected from the operation of the HGV charging schemes may be used to implement other, more sustainable 
transport infrastructure projects. 

• The development of a charging policy for an HGV charging scheme, which considers all the parameters of the external cost, 
could be a challenge for S-M cities unless it is part of a regional or nationwide system. 

Brief description 

• Three different nationwide HGV charging mechanisms are currently used within the EU:  
o Electronic network-wide toll (distance-based charge) 
o Toll with physical barriers (distance-based charge), and 
o Time-based charges 

• For a distance-based charge, the level of the toll to be paid depends on the number of kilometres driven. One of the key 
elements of the electronic network-wide toll is an On-Board Unit (OBU) which sends GPS track data and other mandatory 
information to a server. The distance-based toll is calculated by using GPS tracks, road type and category of the motor vehicle. 
Whilst most of the HGV distance-based charges are introduced and managed at the national level, some or all roads within 
individual cities can also be included into the system.  

• A variation of the distance-based charge is an area-based charge, an example of which is London’s LEZ. The area-based 
charge can be enforced via physical barriers or Automatic Number Plate Recognition (ANPR) technology. ANPR is used to 
record number plates and to charge levy to vehicles entering and travelling on roads subject to toll.  

• With a time-based charge, HGVs are charged according to the duration of the infrastructure use. The level of charge could also 
depend on the type and vehicle’s emission class. 

Attractiveness • Ensure that HGVs pay their fair share to compensate for the external cost they cause. 
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• Improved logistics efficiency and reduction of road-based freight traffic, due to the optimisation of freight routes’ scheduling. 
• Renewal of the HGV fleet, through the imposition of fees that are dependent on the engine technology (Euro standards). 
• Reduction of pollutant emissions, due to the modernisation of the HGV fleet in terms of engine emissions.  
• Revenue from HGV charging schemes can be used for financing of infrastructure projects, such as the extension and 

maintenance of the existing road network, and the investment into other more sustainable transport means such as rail and 
waterways. 

Challenges and risks 

• Development of an independent charging policy for HGV tolls that considers all the parameters of the external cost (e.g. 
pollutant emissions, vehicle gross weight), and traffic conditions could be challenging for S-M cities.  

• The introduction of a scheme could be meet with resistance from a range of stakeholders, especially from the road freight and 
haulier industry and local businesses that would be directly affected. 

• S-M cities could lack knowledge and capacity to introduce an effective and revenue generating charging scheme on their own 
without being part of a larger region- or nationwide scheme. 

• Appropriate national and local legislative framework should be in place, allowing development of an HGV charging scheme and 
regulating the process of recovering debt from vehicles owners who failed to pay the charge. 

• Tolls on the main road network could divert HGV traffic to secondary and local roads. 
• Potentially high cost associated with the introduction and operation of the scheme may jeopardise its financial sustainability. 

Case studies • Germany’s Lkw-Maut System, Brussels HGV Toll, London’s LEZ. 

Guidelines for 
implementation 

• Relevant national legislative framework is required. If such legislation does not exist, S-M cites might need to work together 
with other local authorities and lobby a national and a regional government to adopt appropriate legislation. 

• Where an existing nation or regionwide HGV charging scheme exists or is proposed, a local authority considering the 
introduction of such a scheme needs to take advantage of the existing or proposed system by working together with an 
overseeing authority.  

• To prevent HGV traffic diversion into roads which are not covered by the scheme, careful consideration should be given to 
determine what roads are included and what level of charge is adopted for each road type.  
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• To minimise impact on local businesses, where possible, provide alternative freight transportation options. 
• Ensure compatibility of HGV tolls with neighbouring local authorities and regions to allow future integration of systems. 
• Work together with stakeholders who would be directly affected by the charging scheme, including local and regional 

businesses, haulage operators, neighbouring local authorities and the local community. 
• Ensure that relevant legislation exists which allows the recovering of debt from owners of vehicles who have not paid the 

charge, including international vehicles.  
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5.8 Workplace Parking Levy (WPL) 
Table 10 Workplace Parking Levy (WPL) 

Key characteristics 

• The aim of a Workplace Parking Levy (WPL) is to reduce daily car travel by encouraging the removal of workplace parking and 
to raise revenue. 

• The WPL is a levy charged on a certain workplace’s parking spaces used by commuters. 
• The levy is charged on employers and not on their employees. 
• The proceeds of the levy must be spent on transport improvements and investment. 
• Parking spaces for delivery vehicles, occasional business visitors, and customers may be exempt from the levy. Hospitals, 

emergency services and parking spaces for disabled could be entitled to discounts. 

• Controlled parking measures in the local area may be required to avoid displacement of off-street to on-street parking. 
• Once established, the system is fairly cheap and easy to manage. 

Brief description 

• The WPL is a charge on employers, posed by local authorities, who provide parking spaces for their employees and could be 
seen as a type of a congestion charging scheme. The introduction of a WPL scheme usually has two objectives: firstly, to be a 
traffic demand management measure to deter driving, and secondly, to raise funds for transport and mobility improvement 
schemes. 

Attractiveness 

• The WPL can be a source of additional revenue for a S-M city which could be invested into transport and mobility 
improvements. 

• Charging the parking provider as opposed to charging motorists reduces conflict between the local authority and public as it is 
the employer’s responsibility to manage if employees are required to pay for parking. 

• Encourages a modal shift and decrease in vehicle usage within designated boundaries. The WPL provides financial incentive 
to reduce demand for additional workplace parking and motivation for car commuters to switch to walking, cycling, Park & Ride 
and public transport. 

• Through applying additional cost of driving to work and a reduction in the supply of parking spaces as employers attempted to 
reduce their cost, the WPL can contribute to the reduction in congestion. 
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• The WPL could be seen as an internalisation of some of the externalities caused through committing to work by car. 
• It is less complex and cheaper to implement and operate compared to measures such as road pricing. 
• Once established the system could be managed relatively cheaply and easily. 

Challenges risks 

• Could lead to potential backlash from local businesses who would be charged extra.  
• The WPL could be perceived as unfair by a wide range of individuals, employers and other organisations, as it does not 

distinguish between those who travel in congested periods on congested roads, and those who do not. It also does not 
distinguish between those who have practicable public transport option and those who do not. Finally, it places an additional 
burden on low income households compared to higher income households. 

• The introduction of a levy requires lengthy and comprehensive consultation with residents and businesses, as well as an audit 
of the existing workplace parking spaces. 

• Finding the right balance for pricing strategy could be difficult. A local authority needs to find a balance between a revenue 
raising activity, while avoiding setting a charge which is too high, and thus deterring employers from setting up new business. 

• Risk of spilling over into surrounding streets unless on- and off-street parking-controlled measures are introduced within the 
affected areas. 

Case studies • Nottingham (UK), Perth, Melbourne and Sydney (Australia), Singapore. 

Guidelines for 
implementation 

• When designing and implementing a WPL scheme, the following aspects of the WPL need to be understood and considered: 
number of liable spaces; exemptions; fairness; propensity for parking to displace if on-street parking-controlled measures are 
introduced within the affected areas; need to design the scheme in a way that aids enforcement; availability of a good public 
transport alternative prior to introducing the scheme; and potential issues associated with a public consultation or holding a 
referendum. 

• The major barrier to the implementation of a WPL scheme is political risk for the decision makers. 
• It is vital that the introduction of a WPL scheme involves an extensive period of consultation with local residents and 

businesses, and with neighbouring local authorities which would be affected by the scheme. An important part of the 
consultation would be deciding on suitable boundaries for the area covered by the levy. 
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Recommendations relevant for policy makers. 
• If no relevant national legislation exists, local authorities that are seeking to introduce WPL need to work with national 

governments to establish appropriate legislative base.  
• Local authorities should not proceed until they have developed a detailed programme for the scheme, including developing a 

strategy for managing the proceeds and an administrative structure required for managing the scheme. 
• Local authorities need to be clear and transparent about how the proceeds of the WPL would be spent.  
• Acceptance of a scheme can be improved by making sure that all those who pay the levy benefit from improvements funded by 

it. 
• A WPL scheme may be better accepted politically in locations where a large proportion of commuters’ travel from outside of 

the jurisdiction of a local authority considering the WPL scheme. 
• Evidence suggests that referendums for charging schemes such as Road User Charge (RUC) or WPL almost never get a ‘yes’ 

vote due to the nature of costs and benefits. Therefore, a consultation on a WPL scheme could be better suited to gauge public 
opinion and understand people’s concerns and desires. 

• It is important that political stability and continuity is in place in order to allow a scheme to be developed strategically without 
becoming destabilised by elections and a change of political party. 
Recommendations relevant for practitioners 

• Applying the WPL to the whole local authority area rather than to a specific area within the administrative boundary can 
simplify the administrative complexity and increase revenue. 

• Working closely with employers while the scheme is being introduced would improve compliance with the scheme. 
• Promoters of the scheme should aim to minimise the number of exemptions in order to ensure scheme remains simple. 
• Having a 100% discount applied instead of an exemption, provides greater flexibility with respect to changing the exemption 

criteria at a later date. 
• A lower initial charge can improve acceptance when the scheme is first introduced. If required, the charge can be later 

increased to raise additional revenue once the scheme has been implemented. 
• If possible, the employers should be able to pass on the charge by means of salary sacrifice. This would effectively reduce the 

charge for an employee via tax breaks.  
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• Employers should apply for a licence for all parking spaces that they use, including those that are exempt from the levy. This 
information would be used to calculated how much the business is to pay under the scheme and create a register of all 
employee parking spaces within the scheme boundary. 

• Local authorities would need to carry out regular checks to see how many spaces are being used and that the licence is being 
complied with. 

• Local authorities need to identify the most likely locations for displaced parking, and make plans for addressing this issue, 
including allocating resources for implementing any necessary parking control measures. 

• Local authorities can benefit significantly with respect to the design and operation of the WPL by learning from other cities who 
have introduced or working on introducing similar type of schemes. Important lessons can be learnt regarding implementation 
(business case, charge, exemptions etc) and operation (monitoring, penalties, enforcement etc) of a WPL. 
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5.9 Community Infrastructure Levy (CIL) 
Table 11 Community Infrastructure Levy (CIL) 

Key characteristics 

• A Community Infrastructure Levy (CIL) is a levy that a local authority can choose to charge on new developments in their area 
(Planning Advisory Service, 2018).  

• The levy is placed on developers who are undertaking new building projects within the local area. 
• The revenue generated from a CIL should be used by the local authority to promote existing infrastructure and to fund new 

infrastructure that the council and local community want (Planning Advisory Service, 2018). 
• The charging schedule is unique to each local authority. Generally, it is levied per square metre and collected from the date 

that a development is commenced. 

Brief description 

• CILs are used to raise additional funds for the promotion of existing infrastructure and development of new infrastructures in 
England and Wales. The levy is placed on new building developers in the local area, as it is expected that the new 
infrastructure will increase the value of new developments. Revenue generated through a CIL is usually used for funding 
facilities such as roads and other transportation; schools and other education; medical services; sport/recreation and open 
spaces. The charging schedule is unique to each local authority, and it is determined on a case-by-case scenario. The rate is 
calculated by taking into account the net increase in floor space of the new development, with established minimums. CILs are 
legally binding and taxes can be calculated prior to the execution of the works during the planning process, taking into account 
the values established by each local authority. The corresponding fee is invoiced at the starting date of the development, 
following a communication sent by the local authority. A deadline for the payment of the levy is established on the invoice. 

Attractiveness 

• The CIL has a higher level of transparency compared to the Planning Obligations system (for example, Section 106 (S.106) 
and Public Gain), due to its fixed charging rate. 

• The process of obtaining funding from developers is fast as it removes lengthy negotiation processes in favour of mandated 
amounts provided. 

• Levy rates are set by local authorities, making it highly specific to the needs and size of both the local area and the new 
development. 

• There is a higher certainty for developers in regard to their expected contribution amounts. 
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• The CIL promotes a fair system for developments, whereby all but the smallest are expected to contribute to local 
infrastructure. 

• Revenue from the CIL generates a large increase in overall funds obtained, compared to the Planning Obligations system 
whereby only 6 percent of all development provided contributions for supporting infrastructure. 

Challenges and risks 

• The financing mechanism is dependent on the local authority for pricing and enforcement. 
• There is no ‘one way’ to implement a CIL, thus the local authority needs to be mindful regarding the creation of a CIL charging 

schedule. 

• The charging system may discourage development in areas with high charging rates, in favour of development in areas with 
either a more affordable CIL or no CIL at all. This can be resolved by implementing a CIL across all local authorities within 
region. 

• Requires an overseer authority in order to approve the CIL rates and schedule. 

Case studies 
• Mayoral CIL Crossrail 2 Project. 
• Bristol City Council. 

Guidelines for 
implementation 

• Identify any relevant national legislation which allows local authorities to charge CILs. If there is no such legislation, local 
authorities should join together and lobby for the national legislative body to adopt one. 

• Identify the necessary infrastructure needed to support the development of their area, as well as the costs associated with it. 
• The charging authority should prepare a ‘preliminary charging schedule’ setting out the rate and/or the formula determining 

how the CIL will be calculated in their area. Levy rates should be expressed per square meter and the charge should be 
applied to the gross internal floorspace of the development liable for the levy. Developments liable for the levy charge should 
be specified in the charging schedule. Charging authorities should strike an appropriate balance between the desirability of 
using the levy to fund infrastructure and the impact which this may have on the economic viability of development in their area. 
To do this, charging authorities should look at infrastructure planning evidence which underpins the development strategy for 
their area. 

• Consult on the preliminary charging schedule and, after that, preparing a draft schedule to be subjected to a further public 
consultation. 
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• Test the charging schedule through an examination in public (EiP). The examiner should consider whether the charging 
authority has regarded the criteria in the CIL legislation. The examiner should publish their recommendations. 

• The charging authority should consider the recommendations of the examiner, and approval, rejection or amendment to the 
charging schedule should then be made by the charging authority. 

• When the charging schedule is approved, it should be published by the charging authority. The start date for which the charge 
applies should be chosen by the charging authority and specified in the charging schedule. The charging schedule will remain 
in effect until the charging authority decides to bring into effect either a revised version or decides to abandon the levy. 

• The amount of CIL to be paid by a development should be calculated by the collecting authority (usually the same body as the 
charging authority) at the time planning consent is granted, and it will be payable at the time when development starts. It is the 
collecting authority’s responsibility to make sure the levy is collected. Failure to pay could result in a legal requirement to stop 
development. 
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5.10 Advertising, Sponsorship and Naming Rights 
Table 12 Advertising, Sponsorship and Naming Rights 

Key characteristics 

• Businesses and organisations pay local authorities for using their facilities and assets to promote their brand, services and 
products, ideas and public campaign messages. 

• Examples of marketing agreements may include advertising, sponsorships, and naming rights. 
• Selling advertising, sponsorship and naming rights must be in line with the guidelines for acceptable advertising content and 

local policy and legislation. 

Brief description 

• Local government revenue options from private marketing generally broadly fall into three categories: advertising on public 
assets, in publication and digital media; sponsorship; selling of or leasing naming rights for public facilities and assets.  

• Advertising can be defined as an agreement between a local authority and the advertiser, whereby the local authority receives 
money from an organisation or individual in return to an advertisement in local authority-controlled media and on publicly 
owned assets. The value of advertising contracts is dependent on the local market and total amount of exposure, which is the 
total number of potential opportunities a viewer would have to see the advertisement. 

• Sponsorship gives businesses an opportunity to become a key stakeholder and official provider of goods or services to local 
sustainable mobility and transportation events and schemes. For a local authority it provides a chance to share cost with a 
private partner while delivering benefits to their citizens. 

• A local authority can also sell or lease to private companies naming rights for public facilities and assets. The agreement 
provides companies with a benefit of improved brand recognition, while the local authority benefits from additional revenue. 
The sale of naming rights for public physical capital may be a viable alternative for raising revenue, especially to fund highly 
visible infrastructure, such as large transport interchanges, as well as bus and metro station. 

Attractiveness 

• Advertising is a potentially lucrative business opportunity which makes use of a market that would otherwise not be utilised.  
• Generating revenue through selling advertising space, branding, and naming rights is proven to be a viable and successful way 

to raise additional funds. While potential revenue raised from advertising may be small compared to the total operating budget, 
the potential funds that could be generated are significant.   

• Many local authorities have a strong and trusted brand which can help them to attract substantial advertising revenue.  
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• Advertising with local authorities, for example on buses and in public transport station, is popular with commercial enterprises 
as their messages reach thousands of people who use public transport, as well as pedestrians.  

• Advertising on the interior and exterior of public transport vehicles can be used to offset the fare cost to public transport users 
and service provision costs.  

• There is little to no cost to carry advertising on local government sites, so whatever revenue comes in can go directly to 
mitigate ongoing running costs. 

• Some advertising can be artistic or amusing, thus making space and building more interesting or appealing. 
• Revenue from advertising can be used to fund amenities that would not have otherwise existed. For example, revenue from 

advertising on a bus shelter can be used to pay for its construction and maintenance. 

• Revenue sharing agreement with a specialist marketing agency can transfer some cost and risks to a private partner.   

Challenges and risks 

• There could be an initial cost associated with buying and installing advertisement infrastructure. 
• The regulations for outdoor advertising could include specific requirements for size, content and location. Planning and legal 

restrictions may also forbid certain outdoor advertising platforms and other forms of advertising. 
• The proliferation of advertisements may have a negative impact on the aesthetic of environments such as picturesque 

landscape and cultural streetscapes. This may impact on factors such as tourism and quality of life, which, in turn, may 
devalue a place.  

• Outdoor advertising may cause light pollution. 
• Local authorities don’t always have the same pulling power as the private sector in terms of gaining sponsorship and 

advertising. 
• In difficult economic climate it may be very difficult to secure sponsorship and sell advertising. 
• Lack of staff, resources and expertise required for planning and implementation of sponsorship and advertising strategy and/or 

increasing pressures on existing workforce by creating extra work on top of existing workload. 
• Advertising can be intrusive on public space, can divert driver’s attention away from the driving task.  
• Taxpayers and ratepayers may object to a specific advertisement or the name put on a facility.  
• Current businesses offering advertising space would likely oppose concessions as it could undermine their economic future. 
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Case Studies 
• Emirates Air Line, London. 
• Advertising by Southeastern Pennsylvania Transportation Authority (SEPTA). 

Guidelines for 
implementation 

• Identuify opportunities – A local authority need to identify opportunities for Advertising, Sponsorships and Naming Rights. This 
include identifying public facilities and assets suitable for outdoor and indoor advertising, media and digital media suitable for 
advertising, opportunities for sponsorship of sustainable mobility events, and assets suitable for naming rights. 

• Developing relevant policy and guidelines – Prepare and adopt local Sponsorship, Naming Rights and Advertising Policy and 
Guidelines.  This policy needs to define a consistent, co-ordinated and professional approach towards advertising and 
sponsorship, as well as outline standards, principles, responsibilities, and proceedures for award approval and agreements. 
Such policy should minimise the local authority’s exposure to risk whilst supporting the opportunity. It needs to specify what is 
acceptable and what is not. Many local authorities, for example, restrict or ban alcohol and tobacco advertising. Other 
restrictions include restrictions on ad content deal with objectionable, indecent, libelous or political content. For example, 
Transport for London (TfL) banned an advert urging business owners to leave the UK and go to France after Brexit because it 
did not comply with their guidelines. Examples of Sponsorship, Naming Rights and Advertising policies prepared by local 
authorities could found under the Useful Links section of this brief. 

• Compliance with existing legislative frameworks – Local authorities should be aware that their ad campaigns, like those of 
commercial companies, are most likely are subject to the advertising code and regulation. 

• Developing central database listing – A local authority need to create a coordinated approach to income generation through 
sponsorship and advertising, by developing a central database listing existing suppliers, local businesses and national 
companies.  This tool could be used for engaging prospective sponsors and building relationships with local companies for 
potential advertising revenue. 

• Highlighting potential benefits for private partners – A local authority should highlight potential benefits to private partners from 
advertising with local authority and sponsoring local sustainable mobility events. Making sure that companies are aware of 
these benefits improves chances to attract private partners who could provide a financial contribution. 

• Partner with a specialist marketing agency – A private partner’s role would be to market agreed assets for advertising and 
sponsorship. This arrangement usually involves a revenue share (the market rate varies between 30 and 50% for a private 
partner) with a private partner would only being paid on results.  The on-going management of the contract would require a 
local authority to allocate a staff resource to this task. Partnering with a specialist marketing agency include a number of 
benefits for a local authority. At the same time, over the long term partnering with a specialist marketing agency could 
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potentially generate less revenue due to the revenue share approach. 
• Keys to success – Competitive pricing structures, careful negotiation of contractions, compliance with financing and 

procurement regulations, and ensuring best value. 
• Potential opportunities and assets - Potential opportunities and assets include outdoor advertising, publications and printed 

media, digital advertising, sponsorships, naming rights, and others. 
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5.11 Collaborating with Other Cities, Research Consortia and Private Companies 
Table 13 Collaborating with Other Cities, Research Consortia and Private Companies 

Key characteristics 

• A partnership between local authorities and universities, private companies, and non-governmental organisations, through 
which each partner’s expertise and capacities are capitalised upon.  

• The city collaborates by making available specific data, offering implementation opportunities for demo and pilot projects and 
providing logistics support to its partners. 

• The city could benefit from pilot projects, as well as investments into its infrastructure and capacity building programmes. The 
city could also be eligible for funding available to a consortium. 

• Partnering with research organisations and private companies can help cities to become more efficient, reduce spending, and 
maximise potential revenue from innovative technology. 

Brief description 

• Research consortia and private companies are interested in working with cities as it offers them an opportunity to test and 
promote their ideas and new products. In their turn, cities can benefit from additional funding, capacity building programmes 
and investments into their infrastructure. 

• Types of collaborating projects that S-M cities can get involved and benefit from are: demo projects, pilot projects, capacity 
building projects, and applied research.  

Attractiveness 

• Participating cities can be eligible for funding for participation in research consortia, as well as receive financing and 
investment for being a testing ground for demo and pilot projects. 

• Participating cities could benefit from knowledge transfer, improved governance as a result of capacity building programmes 
and training, learning about best practices, without or with limited investment from a municipal budget. 

• Cities can develop long-lasting partnerships and networks with other cities and organisations. 
• Partnering with other cities and being a part of research consortia is a pre-requisite for being eligible for some of the EU 

funding available through financing programmes such as Horizon 2020 and URBACT III. 

Challenges and risks • Developing long-term action plans and committing to long-term projects could be challenging due to political constraints and 
lack of political will.  
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• Lack of awareness about programmes supporting collaboration between cities and funding available for research consortia.  
• Lack of experience, expertise, and relevant knowledge, as well as human resources that could be dedicated to managing 

participation in research programmes and partnerships. 

• Meeting specified pre-requisites for participation could be a challenge. 
• Benefits received from partnering with research organisations and consortia could be limited to technology transfer and training 

programmes, and not necessarily provide additional funding opportunities. 
• Even if funding is provided it is most likely to be tied to specific project(s) or agenda.  

Case studies • Alba Iulia Smart City 2018’- Pilot Project. 

Guidelines for 
implementation 

• Participation in research partnerships calls for a long-term vision, strategy and action plan from the city administration. 
• Visit the Horizon 2020 Research and Innovation Partnership Portal to find out about funding opportunities, partners and 

guidance on how to participate. Searching for partners in the portal allows to view profiles of all the companies which received 
Horizon 2020 financing.  

• Contact relevant National Contact Points (NCPs). NCPs provide practical information and searching facilities for partners, with 
details referring the partners’ profiles and the demands of active partnership.  Create a profile including relevant information 
and prepare a letter of intent.   

• Register with websites providing information about funding opportunities and potential partners. Get on mailing lists to receive 
updates about partnership opportunities.  

• Visit the European Commission’s Smart Cities and Communities website for more information regarding partnerships and how 
to get involved.  

• For cooperation and exchange of experience between cities, see the European Commission’s Regional Policy Urban 
Development Portal. 

• The European Commission’s Enterprise Europe Network (EEN) business-support network offers business or innovation 
cooperation profiles and partner search option.  

• Build networks and partnerships with other cities who share your sustainable mobility goals. 
• Dedicate a person or team within your organisation who would be responsible for identifying opportunities and following leads.  

https://ec.europa.eu/research/participants/portal/desktop/en/funding/index.html
https://ec.europa.eu/research/participants/portal/desktop/en/support/national_contact_points.html
http://ec.europa.eu/eip/smartcities/about-partnership/how-do-i-get-involved/index_en.htm
http://ec.europa.eu/regional_policy/en/policy/themes/urban-development/portal/
http://ec.europa.eu/regional_policy/en/policy/themes/urban-development/portal/
http://een.ec.europa.eu/
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• Check eligibility and pre-requisite criteria before applying to join a consortium or partnership. 
• Employing a consultancy company rather than having a dedicated person or team within your organisation can be an option.  
• Cooperation with other departments within your organisation, such as financial and legal departments, could be essential for 

developing a successful application. 
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5.12 Citizen Cooperatives 
Table 14 Citizen Cooperatives 

Key characteristics 

• Citizen cooperatives are open associations of people who achieve their objectives through a democratically-controlled and 
jointly owned enterprise. 

• Profits made through the citizen cooperative are either reinvested into the enterprise or returned to members. 
• The economic and social benefits of a cooperative activity stay in communities in which they operate. 

Brief description 

• Citizen cooperatives are “autonomous associations of people united voluntarily to meet their common economic, social, and 
cultural needs and aspirations through a jointly owned and democratically-controlled enterprise”. Members pay a membership 
fee when they join the citizen cooperatives, and these fees go towards projects which are of interest to the whole group. 
Citizen cooperatives tend to operate on a non-profit basis, and therefore any revenues made from the enterprise are either 
reinvested into the enterprise or returned to members. There are examples of where citizen cooperatives have been used to 
fund sustainable transport and mobility projects.  

Attractiveness 

• Citizen cooperatives can help to implement projects for which public funds are not available and which are not attractive to 
private investors. 

• As they are citizen led, local authorities can advance their sustainable mobility agenda without dedicating significant resources 
and staff.  

• The formation of a cooperative is simpler than the formation of a private company and has less bureaucratic barriers. 
• Cooperatives often offer members services or products at lower that market prices and by this make them more affordable and 

attractive. 
• Citizen involvement and democratic process give people a sense of ownership over their projects. 
• Cooperatives could be eligible for grants and donations, and often enjoy tax advantages compared to other forms of 

companies. 

Challenges and risks • Requires knowledge of legal framework conditions and administrative processes, especially in smaller cooperatives with no 
employees. It could be difficult for the members to build up the necessary knowledge without some sort of support from a local 



D4_Task 4.1_Guidelines to Innovative Financing 
 

 

65 

 

authority. 
• Cooperatives are subject to self-government by their members, so the local authority has no direct influence on their decisions. 
• Members are liable for losses incurred by the cooperative up to the amount of their contribution. In the event of insolvency, 

unless excluded in the statutes, members may also be obliged to make additional payments. 

• Due to the democratic decision-making, decisions may not always reflect one's own or local authority’s interests.  
• The lack of profit leads, in some cases, to corruption and to the misappropriation of funds. 
• Influential members tend to dominate in the affairs of the cooperative. 

Case studies • Sauerland Hellweg Citizen Bus Association in Germany, and Energy-Cooperative - Greenpeace Energy, Germany 

Guidelines for 
implementation 

Local authorities can encourage and support sustainable mobility and transport citizen cooperatives through: 
• Actively promoting cooperatives to its citizens as a viable and attractive business model for sustainable transportation services, 

through knowledge sharing, seminars and training. 
• Helping to find or providing a mentor or consultant, who can evaluate the idea, help with tackling possible issues and prove 

advice to founding members of a cooperative.  
• Helping with identifying potential funding options. 
• Providing legal and advisory support, such as helping with developing of a robust business plan, including reliable financial 

operating plans and cash flow projections. 

• Providing financial support in a form of grants and local tax breaks. 
• Providing space and facilities to sustainable mobility and transport cooperatives for free or at a reduced rate, e. g. reserving 

kerb-side or parking spaces for cooperative car or bicycle-sharing services.  
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5.13 Emissions Trading 
Table 15 Emissions Trading 

Key characteristics 

• Emissions trading is a market-based approach that is used to control pollution by providing financial incentives for achieving 
reductions in the emissions of pollutants. 

• National or regional carbon trading schemes are operational in Europe, the USA, Tokyo, New Zealand and elsewhere.  
• A carbon credit (also known as an ‘emission permit’, ‘carbon offset’ or ‘allowance’) is a key element of emissions trading. It is a 

financial instrument which gives the right to the holder to emit one tonne of carbon dioxide. This also includes other 
greenhouse gases with a carbon dioxide equivalent (tCO2e) of one tonne.  

• Countries, cities, or industries can sell unused carbon credits to other countries, cities, or industries to raise revenue to finance 
sustainable transport and mobility projects, as well as other environmentally friendly projects designed to reduce CO2 and 
greenhouse gas emissions. 

Brief description 

• Emissions trading has its origins in economic theories, first formulated in the 1960s, that seek to attach a production cost to 
pollution. The theory held that if pollution had a price, market forces would eventually deter businesses from polluting the 
environment because it would become less cost effective for them to do so. Emissions trading has been a central pillar of the 
EU’s efforts to slow climate change and a policy instrument of choice among many other governments. The EU CO2 
Emissions Trading Scheme (EU ETS) was introduced by the European Union in 2005, independent from the pre-existing 
international treaties such as the Kyoto Protocol and the United Nations Framework Convention on Climate Change 
(UNFCCC).   

• Activities and projects that reduce emissions or pull carbon dioxide from the atmosphere (for example, 
through biosequestration, the capture of carbon from the atmosphere by the biological process of photosynthesis) 
generate carbon credits that are sold into carbon markets.  

Attractiveness 

• The attractiveness of the emissions trading is the fact that there is hidden and unexplored potentiality on behalf of cities to 
generate revenues through emission trading in order to support significant investments required for sustainable transport and 
mobility projects. 

• The amount of carbon permits auctioned by Member States in 2013 was 808 million, while industry received free allocation 
amounted to 995 million permits. With the average carbon price, Member States’ revenues were about €3.6 billion, and are 

https://en.wikipedia.org/wiki/Carbon_dioxide_equivalent
http://www.climate-change-wisdom.com/emissions-reduction.html
http://www.climate-change-wisdom.com/biosequestration.html
http://www.climate-change-wisdom.com/carbon-credit.html
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expected to increase with permit prices.  
• Local Authorities within S-M cities can provide incentives to those industries to sell their carbon quotas and invest in local 

sustainable transport projects. There are also cases where local authorities have shares or own some of those carbon-
generated facilities (like factories or power plants), making easier the access to revenues through emissions trading. 

Challenges and risks 

• It is a complex mechanism that changes through time due to the conventions on climate change, the state of the market, and 
other parameters. Therefore, it cannot be relied upon as a continuous revenue stream. 

• Even though local governments have strategies, plans and measures in place in the transport sector to reduce carbon 
emissions in cities (for example, if the framework of their voluntary agreements is through the Covenant of Mayors), the buying 
and selling of carbon quotas for countries takes place at national level.  

• Many local authorities in S-M cities have a limited institutional capacity (e.g. human resources and technical expertise in the 
area of emissions trading), which could cause them difficulty in identifying viable project options and developing and monitoring 
them. 

• The legislative frameworks that establish and regulate carbon markets have not been designed with city projects in mind.  
• Potential overlapping jurisdiction of greenhouse gas (GHG)-emitting sources. 
• High transaction costs due to long time frames. 
• Risk of projects underperforming due to carbon reductions verified and the amount of carbon credits ultimately delivered. 

Case studies • Energy-Efficient Trams in Tallinn, Estonia. 

Guidelines for 
implementation 

• Guarantee support from central/national government.  
• Find out whether there is political will to finance transport and mobility projects in S-M cities. 
• Find out whether the central government or power-generating industries generate revenues from emission trading. If so, find 

out where they currently invest and whether there are any options to apply for this funding. 
• Find out whether the central government can provide expertise regarding using revenues from emissions trading for local 

projects. If so, make use of this. 
• Investigate potential sources of carbon credits 
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• Search whether the industries and power-generating plants in the vicinity of the city are involved in the emissions trading 
market and have available carbon credits. Find out if they have plans for future investments within their facilities and whether 
they are willing to discuss an investment within the city through selling their carbon credits.  

• Find out whether there are any other sources of carbon credits. 
• Create incentives. 
• Some power-generating industries may already have in place a corporate social responsibility plan focusing areas such as 

environment, and infrastructure support. However, a solid set of incentives must be developed for them to attract partnership 
with S-M cities to trade their carbon credits and invest into sustainable mobility projects. 

• Incentives should be developed for the central/national government in order to invest the revenues gained from selling carbon 
credits into transport projects in the city. 

• Employ experts in emission trading. 
• The mechanisms are very complicated and external support most probably will be required to explore whether emissions 

trading is a viable and cost-effective mechanism for funding transport projects in the city.  

• Design the project. 
• Find a suitable project for the city. 
• Implement a cost-benefit analysis. 
• Engage the private sector to minimise financial risk.  
• Explore benefits of the potential transport project, i.e. benefits for the city, its citizens and local stakeholders in order to 

minimise risk of project underperformance.  
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5.14 Planning Obligations / Developer Contributions 
Table 16 Planning Obligation / Developers Contributions 

Key characteristics 

• Planning obligations are agreements between local authorities and developers that can be attached to a planning permission 
to make the development acceptable in planning terms, which would otherwise be unacceptable.  

• Developer contributions received through planning obligations represent a way for local authorities to internalise some of the 
external costs of the developed land, such as increased strain on local infrastructure. 

• Revenue received from developers as part of the planning obligations can be invested into local transport and mobility projects 
if they mitigate the negative impacts of the development. 

• Planning obligations can also be used to restrict the way in which land is used, for example, to mandate a minimum proportion 
of affordable housing.  

Brief description 

• Planning obligations are a way for local authorities to internalise some of the external costs of the development, either through 
a fixed levy on the development, or via direct negotiation between the developer and the local authority.  

• Planning obligations are the result of individual, scheme-based negotiations that have proved to be a practical way for local 
authorities to cover infrastructure costs, as well as capturing some development value. 

• Planning obligations can also be used to restrict or define the way in which the land is used. 
• The agreement usually applies to the land itself, not the person or organisation which negotiated it. 

Attractiveness 

• Allow a local authority to recover some of the external costs resulting from a development. 
• Provide opportunity to raise funds to finance site-specific infrastructure needs, including sustainable mobility and 

transportation. 
• Can include aspects outside the scope of other planning instruments, such as social housing. 
• Whilst the local authority benefits from the additional funding, interests of developers are maintained as they are not put off by 

a high, fixed charge. 

• The amount of money contributed is ultimately decided by Local Planning Authorities, as they have the power to accept or 
reject the offer. 

• A planning obligation allows the Local Planning Authority to enforce conditions on the developer, as well as specify restrictions 
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definitely or indefinitely. 

Challenges and risks 

• The negotiations between developers and local authorities can be lengthy and sometimes difficult, requiring time and effort 
from both parties. 

• Input from multiple neutral surveyors could be required in order to obtain an impartial appraisal of the scheme’s viability. 
• The outcome of the negotiations remains unclear for the local authority until its end. As a result of this uncertainty, financial 

planning for potential schemes and projects is more difficult. 
• Planning Obligations could be perceived as highly subjective when determining the amount to be contributed. 
• Without adequate controls or transparency, negotiations between the developer and local planning authority about developer 

contribution could lead to collusion and corruption. 

• Planning obligations could discourage development in areas that ask for planning obligations, in favour of development in 
areas that are less strict about imposing public obligations. 

• Funding for large infrastructure would be potentially dependent on planning obligation payments from many different 
developers and projects. Due to the one-on-one nature of the planning obligation negotiations, securing the required funding 
amount could be challenging, as well as time and resource consuming. 

• Significant resources could be required to monitor the agreements and conditions pertaining to them after they have been 
agreed upon, i.e. while and after the land has been developed. 

• Negotiations relating to planning obligations, including agreeing viability, can add delays to the planning process. 

Case studies • Numerous examples in the UK, including Croydon Tramlink, as well as Germany and Netherlands. 

Guidelines for 
implementation 

Legal Framework 
• If relevant legal framework does not exist at the national level, S-M cities and regional authorities would need to work closely 

with a national government to develop legislation which is fit for purpose. 

• Any legislation designed to capture development gains – such as planning obligations – should be robust and effective and 
does not discourage development. 

Developing Planning Obligation Policy 
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• Planning obligations policies should allow applicants to clearly understand what level and type of planning obligations the Local 
Planning Authority is likely to seek from them. 

• It is important that all planning obligations policies are informed by a sound and robust evidence base, for example an up-to-
date assessment of the need for, impacts on and costs of necessary infrastructure related to development. 

• Planning obligations policies should inform other local development policies and frameworks, which can also be used to clarify 
the way in which planning obligations policy is to be applied. 

• The local authority needs to be aware of the variety of different forms of contributions and the circumstances in which it would 
be appropriate to make use of them to improve delivery. 

• The level of contribution set in planning obligations policies should correctly reflect relevant costs and that it can be adjusted to 
account to changes in cost over time. 

• The Local Planning Authority needs to agree a joint approach towards planning obligations policies if the impact of a 
development within their boundary or neighbouring authorities is likely to have significant impact on cross-authority 
infrastructure. 

• Developers and other stakeholders should be made aware of the opportunities to contribute to policy formulation and engage 
constructively in the process. 

• The planning obligations must be governed by the fundamental principle that planning permissions may not be bought or sold. 
Steps to negotiate planning obligations 
• As part of the pre-application discussion, the developer and Local Planning Authority engage in dialogue regarding the scheme 

and any viability issues which developers foresee with their project. 
• The Local Planning Authority and developer review identified viability aspects. 
• The developer submits a planning application. 
• The Local Planning Authority considers the planning application for planning permission and the amount owed for Planning 

Obligation contributions. 
• Members of the public are given an opportunity to comment on the planning application, to ensure that adequate public 

infrastructure is met for the community. 
• The Local Planning Authority decides on whether or not the planning application is accepted based on the information 
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submitted and additional information discovered during the verification process. 
• Planning Obligation requirements are released with the conditional approval of the development. 
• In order to ensure that agreed planning obligations are implemented effectively, it is vital that the local authority has systems in 

place designed to monitor the timely and efficient delivery of obligations, and any enforcement action where necessary. 
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5.15 Tax Increment Financing 
Table 17 Tax Increment Financing 

Key characteristics 

• Tax Increment Financing (TIF) uses future gains in taxes to finance infrastructure improvements, which are expected to 
produce conditions for tax gains above the increases which often would occur without these improvements.  

• The investments may include public transport, non-motorised transport infrastructure, car-free areas, and other projects related 
to land use and city development. 

• The investments are paid through borrowing against the future increase in tax revenues. 
• The additional revenue gained from taxes is used to pay off loans taken out to finance such improvements. 
• The gains in tax revenues may come from increased property prices as a result of the improvement, or other means, such as 

increased economic activity.  
• TIF is also known as a Revolving Infrastructure Fund.    

Brief description 

• TIF is a way by which local authorities borrow money to build infrastructure. Assuming that improving an area by providing or 
improving public facilities or infrastructure will increase the value of the properties surrounding those facilities, the local 
authority can borrow money to build those facilities and pay it using the increased tax revenues related to the increase in 
economic activity and property values. 

Attractiveness 

• TIF is a way to fund infrastructure investments which typically include high upfront payments.  
• It allows local authorities to finance infrastructure if other, i.e. national or supra-national, sources of finance are unavailable.  
• TIF is widely seen as a win-win for businesses and councils, encouraging investment in an area and providing up-front capital 

based on future uplift. 
• Excellent alternative financing method when private sector financing is scarce. 
• Encourages local authorities to think of public infrastructure schemes based on merits rather than on current financial 

availabilities. 

• The encouraged investment in an area can lead to real estate value increases and gentrification. 
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Challenges and risks 

• TIF is reliant on growth in property taxes and assumes property prices will increase as a result of the development of a new 
facility or infrastructure.  

• Although generally sold to legislatures as a redevelopment tool, some TIF districts are drawn up where development would 
happen anyway, such as ideal development areas at the edges of cities. 

• The TIF process arguably leads to favouritism for politically connected developers, implementing attorneys, economic 
development officials, and others involved in the processes. 

• Districts can be drawn excessively large thus capturing revenue from areas that would have appreciated in value regardless of 
TIF designation. 

Case studies • Manchester City Deal (Manchester, UK). 

Guidelines for 
implementation 

• Initiation 
o Determine the overall project feasibility 
o The public sector most often initiates TIF projects, however the private and non-profit sectors are also able to do so  

• Formulation 
o Create a redevelopment plan, in which the geographic boundaries of the TID - the area in which properties’ tax will be 

used to finance the investment - are established, along with the project’s objectives, costs, and timelines  
o Establish tax base, revenue increment, and debt financing policies 
o It may be necessary to argue what would happen if the TIF project did not take place  

• Adoption 
o Public hearings and stakeholder participation events to ensure input from citizens and taxing districts is considered in the 

decision-making process.  
o Complete political and legal approvals and draft public-private partnership agreements. 

• Implementation 
o Actual infrastructure construction.  
o Manage construction and project finances.  
o Establish the tax base and tax rates. 
o Issue debt instruments. 
o Generate and distribute tax increments. 
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• Evaluation and Termination 
o Assess the project’s outcomes against expected results. 
o Dissolve the TID after all debt is repaid. 
o Project termination is generally regulated by any TIF-enabling legislation at the state or provincial level.  
o At this point, the tax revenues from the TID revert to the allocations from before the TIF, hopefully at significantly higher 

levels. 
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5.16 Sales Tax 
Table 18 Sales Tax 

Key characteristics 

• A one-time tax increase is added to the current sales tax of the region, and the difference between the original tax rate and 
newly increased tax rate is available for use in public realm improvements.  

• The funding from the increase in tax must be invested in the types of public realm improvements decided in the original 
proposal for the sales tax increase. 

• This financing mechanism can be implemented for financing sustainable transport and mobility projects and initiatives (King, 
Vecia and Thompson, 2015). 

Brief description 

• Sales tax is a tax which is paid to a governing body of a region, such as a local authority, for the sales of certain goods and 
services. Generally, laws require the seller of the goods or service to collect the funds for the tax from the consumer at the 
point of purchase. 

• Sales Tax Increase Financing is a mechanism which is sometimes used by the governing body of a region, to generate 
additional revenue to fund public realm improvements. Where this is the case, a governing body initiates a one-off increase to 
the current sales tax rate of a region to generate additional revenue. A blanket increase in sales tax is executed, which covers 
all applicable goods and services sold within the region. Applicable goods and services are determined by the local 
government, and there are some goods and services which are exempt from the tax. 

• The difference between the original tax revenue and newly increased tax revenue is then made available for use in public 
realm improvements such as the financing of sustainable transport and mobility projects and initiatives (King, Vecia and 
Thompson, 2015).  

Attractiveness 

• Sales Tax Increase Financing provides an additional source of funding for sustainable transport and mobility projects. 
• Local authorities can initiate the sales tax increase and therefore they do not need to rely on national governments for support.  
• Revenue invested into sustainable transport and mobility projects will mainly benefit lower-income people as they rely more on 

public transport, therefore promoting horizontal equality (King, Vecia and Thompson, 2015). 
• The revenue generated is specifically designated towards public realm improvements (King, Vecia and Thompson, 2015). 
• Initiates the ‘user pays’ principal whereby the people who benefit from the infrastructure, pay for it. 
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• Sales tax increases can be quite flexible and therefore allow the governing body to select specific goods and services which 
will incur the tax increase. In addition, there is the possibility to tax on remote sales (The Wall Street Journal, 2008). 

• Even a small increase in sales tax can generate a large amount of revenue due to the huge number of goods and services 
which are applicable for the tax (King, Vecia and Thompson, 2015).  

Challenges and risks 

• Local authorities may not have the capacity to undertake the complex administrate processes associated with increasing sales 
tax in the region. 

• The rate of sales tax does not depend on a person’s income or wealth, and therefore an increase in sales tax may be 
unaffordable for people with lower-income salaries. 

• If the tax increase is big enough, it could impact the level of public spending on goods and services, which would impact the 
local and regional economy (King, Vecia and Thompson, 2015). 

• The public may be resistant to the tax increases if they do not necessarily use the services which will benefit from the tax 
increase (King, Vecia and Thompson, 2015). 

Case studies • Vancouver, Canada. 

Guidelines for 
implementation 

• A strong campaign should be implemented to inform the public on the issues related to public transport, and how the revenue 
generated from a tax increase will help to overcome these issues. 

• A consultation process should be undertaken with local stakeholders and members of the public, to help overcome public 
resistance. 

• Implementing the additional tax by including it in VAT may be less noticeable with regards to personal spending habits and 
budgets, compared to a ‘tax additional’ model, where it is added onto a bill separately (King, Vecia and Thompson, 2015). 

• The implementation of a Sales Tax Increase Financing is related to the territory and it has to adapt to the regulation and 
competencies of the city. 

• The additional revenue generated through the sales tax increase should be pooled into a separate pot and should only be 
used to fund applicable sustainable transport and mobility projects. 

• The tax should be proportionate to the amount intended for investment into sustainable transport and mobility projects. The tax 
increase should not be higher than the amount intended to be spent as this could cause major public opposition. 



D4_Task 4.1_Guidelines to Innovative Financing 
 

 

78 

 

5.17 Toll Roads 
Table 19 Toll Roads 

Key characteristics 

• A fee paid for the right to pass over a highway or bridge, or for entering a specific area. 
• Toll roads are a mechanism used to generate revenue, which can be used by local authorities for funding transport and 

mobility projects. 
• As a traffic congestion control measure, it promotes sustainable mobility. 

Brief description 

• Road infrastructures, such as motorways, tunnels or bridges are considerably expensive, and governments are often unable or 
unwilling to commit fiscal spending to build new assets. This is also true for existing infrastructure; most Highway Agencies find 
it difficult or even impossible to provide the necessary resources for the optimal maintenance and rehabilitation of their road 
transport infrastructures.  

• Many countries have tried to overcome this lack of funds by levying tolls on highway users to generate additional revenue. In 
fact, toll revenues already provide a much-needed source of revenue to maintain and expand highway networks worldwide, 
allowing to provide the public with infrastructure, and services, that otherwise wouldn´t be practicable in the same period of 
time or to the same extent. 

• Tolling systems have two main purposes; firstly, of shifting mode choice towards public transport, and secondly, of generating 
revenue to finance road maintenance and investments. However, the excess revenue generated can also serve as a potential 
funding source for other types of transport and mobility projects, and therefore, could be used for sustainable transport and 
mobility projects. 

• Generally, the cost of the infrastructure is paid over the life of the project. This allows for the execution of projects which do not 
have immediate or short-term budgetary backing. 

Attractiveness 

• It raises an incremental and ongoing revenue source, not tied to government budgetary processes and policies. 
• Revenue generated through urban toll roads can be used to finance both construction and maintenance of roads infrastructure, 

as well as new sustainable transport and mobility projects. 
• Tolling is regarded as an effective way to ensure that drivers absorb the cost of a trip by car along the toll road, compared to 

other policy measures such as vehicle property tax increases, since the toll is charged for each single trip. This is also known 
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as the “user pay’s principle”, where the users pay for the benefit that they choose to have. 
• Urban toll roads have direct user benefits, including travel time savings and road network safety improvements. 

Challenges and risks 

• The success of urban toll roads is highly dependent on a strong political support and public acceptability for its implementation. 
In some cities, like Edinburgh, Manchester and New York, the attempt by local governments to introduce a charge failed 
because of citizens or political opposition. 

• Political and public opposition can occur due to a sense of inequity, for example, the idea that frequent users suffer the most. 
• Political and public opposition can also occur if there is a lack of efficient communication of the positive targeted impacts of the 

tolling system, such as additional revenue for public transport projects. This can be overcome by earmarking toll road 
revenues, which is the case in Bergen, where toll road revenues are earmarked to road network investments.  

• Public opposition can also occur due to a user’s perception that they are being charged twice, by paying the tolls on top of their 
taxes. 

• There is a cost recovery risk. Traffic and toll tariff levels may not be sufficient to cover all costs, including construction, 
operation and maintenance. 

Case studies • Bergen Toll Ring, Norway. 

Guidelines for 
implementation 

• Use political support as a driver to implement the charging system and coordinate local and national authorities to promote toll 
systems as an instrument for implementation of sustainable mobility policies. 

• An intensive information campaign to highlight the targeted goals and use of revenues should be implemented to gain the 
public’s acceptance. This is especially important in societies with no familiarity with toll roads. 

• Clearly define the main pricing objectives of the tolling system, as this is central to scheme design (for example, tariff levels, 
mechanism of charging, period of charging). 

• Toll tariffs should be adapted according to vehicle classification, time of day or day of week, construction and operation costs, 
social considerations, and geographical area (Bull and Mauchan, 2014). A toll tariff structure based on these topics improve 
user’s equity perception of the charging system. 

• Identify mobility patterns, quantify road traffic demand and develop projections and scenarios of modal shift after the 
implementation of the toll system. 
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• Analyse public transport alternatives, and levels of service, and assess the capacity to absorb the estimated increase in 
demand following the reduction in road traffic. 

• Improve public transport services, as well as walking and cycling infrastructure, to be used as alternatives. 
• Develop an economic feasibility analysis of the project based on the expected revenues and costs. 
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5.18 Selling Expertise and Technical Know-how 
Table 20 Selling Expertise and Technical Know-how 

Key characteristics 

• Selling expertise and technical know-how is a form of collaborative knowledge sharing, where one has an exclusive right to 
exploit his or her substantive knowledge for economic profit and desires to merchandise it.  

• A local transport authority or public administration can sell its expertise and technical know-how regarding transport and 
mobility, as well as regarding other aspects of their operation, in order to obtain revenue.  

• The selling of expertise and technical know-how is regulated by contracts, technology-transfer agreements, or intellectual 
property rights. 

• A local authority can also share its knowledge and expertise via knowledge sharing networks, hubs and partnerships, and 
benefit from resultant publicity and recognition. 

Brief description 

• Local transport authority or public administration can sell its expertise and technical know-how regarding transport and mobility, 
as well as regarding other aspects of their operation, in order to obtain revenue.  

• An urban local authority can also transfer and share its knowledge through networks, partnerships and knowledge hubs, for 
free or for a small price. By doing this, the city can benefit from increased attractiveness and name recognition among the 
general public and various organisations. 

• The transfer of expertise and technical know-how could consist of the identification, documentation, and dissemination of 
processes, practices, and expertise in the area of interest, which can include but is not limited to transport and mobility, asset 
management, procurement, models for cost and revenue savings, innovative legal tools etc. 

Attractiveness 

• A transport authority or public administration can generate additional revenue through selling their expertise and technical 
know-how to public and private companies.  

• Taking part in knowledge sharing activities can also help cities to foster networks and communities of practice which enable 
their own development and make available searchable expertise directories for further collaboration in the future. 

• Participating in knowledge transfers with other local authorities can help local authorities to learn about new models for cost 
and revenue savings. 

• Local authority employees from other cities could consider visiting the city on a learning tour or for a site visit, if they find 
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shared knowledge and expertise relevant and useful. 
• By participating in innovative knowledge transfer through multi-stakeholder networks and partnerships, cities make themselves 

more visible and attractive to private companies who are looking for a base for their operations or a location for a headquarter. 
• Positioning itself as a knowledge sharing city with unique expertise and know-how creates a positive image of the city brand 

and has a positive effect on its attractiveness for potential tourists and visitors. 

Challenges and risks 

• The expertise and technical know-how should be transferred to the ‘buyer’ in a proper manner to avoid misunderstandings, 
resistance, or pitfalls. 

• There could be institutional/organisational challenges within transport authorities and public administrations such as getting 
people motivated to approach ‘selling expertise and technical know-how’ as a new financing mechanism. 

• The practice of knowledge-sharing should align with local legislation, and harmonise with that at global, regional, national and 
state levels. 

• S-M cities may not have a relevant expertise or knowledge which has a market value.  
• Small and medium-sized local authorities may lack capacity and resources to participate in knowledge sharing networks and 

partnerships. 

Case studies 

• Examples of transport authorities selling expertise and technical know-how successfully include the Land Transport Authority 
(LTA) Academy in Singapore; licensing contactless ticketing technology by Transport for London (TfL); Dutch cities, including 
City of Nijmegen, City of Amsterdam and Utrecht, sharing their knowledge and expertise about cycling via Dutch Cycling 
Embassy. 

Guidelines for 
implementation 

• The transport authority or public administration should carry out research to find out whether their expertise is marketable in 
the transport and mobility industry. They should seek to find knowledge gaps and work out whether they have the expertise 
and technical know-how to fill them.   

• A crucial factor in selling transport-related expertise and technical know-how is managing the intellectual property rights of the 
innovation. This aspect should be taken into consideration before selling the technical know-how.   

• The sale of expertise and technical know-how should align with all relevant legislation and regulatory frameworks. 
• Contractual arrangements should be effective and protect the commercial interests of both parties involved in the buying and 

https://www.dutchcycling.nl/
https://www.dutchcycling.nl/
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selling of expertise and technical know-how.  
• In order to provide a successful transfer of knowledge, an effective communication and engagement strategy is required. The 

accurate selection of the communication channels is very important. 
• Find out about opportunities for knowledge sharing networks and partnerships using online resources such as URBACT, 

EUROCITIES, and JASPRS Network Knowledge and Learning Centre. 
• Dedicate a person or team within your organisation who would be responsible for identifying opportunities and following leads.  
• Changes may have to be made within the institution/organisation, such as developing a culture that accepts new learning, 

distribution, changes and improvements. 

 
  

http://urbact.eu/urbact-another-paradigm-european-cities
http://www.eurocities.eu/eurocities
http://www.jaspersnetwork.org/display/HOME/Homepage
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5.19 Selling of Land and Property 
Table 21 Selling of Land and Property 

Key characteristics 
• To release excess government land and property to fund local transport schemes. 
• The aim is to use publicly-owned land and property more efficiently to generate revenue, which can be used by local 

authorities to fund transport and mobility projects. 

Brief description 

• Local authorities have publicly-owned land and property, which in many cases is not being used, especially brownfield 
land, which lies empty for years.  

• Such government land and property can be used productively to raise funds for sustainable transport projects. 
• Such initiatives will not only generate revenue for housing and jobs and support economic growth but save on the running 

cost of maintaining such assets. 

Attractiveness 

• An additional source of funding for sustainable transport and mobility projects. 
• Local authorities can generate revenue without relying on the national government. 
• A productive use of publicly-owned land by unlocking housing supply, create more jobs, and fund regeneration projects. 
• Encourages local authorities to collaborate and work more closely with all partners including commercial property 

development sector, to innovate and create ways to maximise the use of publicly-owned assets. 

Challenges and risks 

• Strong political and public support is needed.  
• Local authorities may not have the capacity to undertake the complex administrative process requiring strict due diligence 

and accountability and may require the support of other government bodies. 
• There might be planning and land issues that need to be resolved before disposing off the assets, and in some case, 

central government would need to be involved. 
• The uncertainties in the economy and, in particular, the property market would pose a risk, as land values can vary a lot 

depending on many factors. 

Case studies • Plymouth Railway Station Project - The One Public Estate Programme (OPE), UK 

Guidelines for • A framework needs to be set to establish the guidelines for disposal of the local authority land. 
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implementation • A consultation process should be undertaken with all stakeholders and members of the public to get the consent of all 
parties involved. 

• Local authorities need to be clear and transparent about how the revenue would be spent. 
• Mapping the local authority assets is the key to identifying the opportunities to use them in a more efficient way. 
• The sale processes should be easier so as to encourage commercial property development sector to work with local 

authorities and attract more private sector investment. 
• Preparing an effective business plan and collaborating with the right development partners can capture best value for the 

publicly-owned land and property. 
• Establishing a strong governance mechanism and effective partnerships with all parties involved.  
• Engaging with public sector partners in early stages of the project to develop a shared vision and work towards a common 

goal. 
• The availability of revenue funding to support the initial stages of the project. 
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5.20 Donations as Part of Consumer Purchases 
Table 22 Donation as Part of Consumer Purchases 

Key characteristics 

• This financing mechanism works by leveraging a small amount of additional revenue from every consumer purchase, with a 
consumer agreeing to donate a small additional amount of money when they buy something.  

• The donation could be given either when the buyer purchases a single product or as a recurring donation on a subscription 
service.  

Brief description 

• The aim of this financing mechanism is to leverage a small amount of extra revenue from each consumer purchase covered by 
the scheme. To do this, when a buyer purchases something, they may agree to donate a small additional amount of money 
which would go towards a certain good cause. 

• There are two ways that a buyer could donate; either when they purchase a single product, or as a recurring donation on a 
subscription service (for example, a regular donation on a mobile phone contract).   

• Donations are collected using existing infrastructure put in place by the service provider or merchant, and generally, it is 
channeled through an independent body. 

• Previously, this financing mechanism has mainly be used to gain additional finance for international development organisations 
or charities, however, it could also be used to raise funding for a specific local sustainable transport or mobility measures within 
a city. 

Attractiveness 

• Potential to raise large amounts of additional revenue. 
• There are examples of where this mechanism is in place and is working successfully. 
• Donations on a subscription service make revenues fairly predictable and straightforward to forecast. 
• This financing mechanism is easier to implement than a tax, both politically and legislatively. 
• The administrative costs associated with this financing mechanism are low (around 3 to 10%) as donations are collected using 

existing infrastructure. 
• This financing mechanism may help to increase awareness of sustainable transport or mobility issues within a city. 
• Companies (i.e. merchants or service provider) may also find this mechanism attractive as it could increase their profile due to 
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their association with public funding. 

Challenges and risks 

• There are some examples of where this financing mechanism has failed (for example, MASSIVEGOOD which raised funds for 
UNITAID). 

• The revenue stream may be unpredictable if it is not automated or maximised. 
• A significant investment into marketing may be needed to maximise revenue. 
• Successful examples of where this financing mechanism has been implemented have not generated huge revenues (in the 

tens of thousands) and therefore, this financing mechanism may need to be used alongside others. 

• The success of the financing mechanism depends on both the consumer and corporate uptake. 
• This financing mechanism is vulnerable to wider economic conditions. Economic downturns could impact people’s spending 

habits. 

Case studies • Voluntary donation scheme at the Windmill Car Park, Wimbledon and Putney Commons, London. 

Guidelines for 
implementation 

• Local authorities should spend time finding the most appropriate merchants and service providers to collect the donations. The 
product or service provided by the merchant or service provider should be relevant to the cause of the funding. For example, 
possible merchants and service providers to collect donations could include bus providers, metro providers, or cycle hire 
shops. 

• Local authorities should find an independent body to channel the revenue between the merchant or service provider, and the 
local authority. 

• To raise substantial additional revenue, the voluntary nature of the donation should be maximised. This could be done by using 
either ‘opt out’ or ‘opt in’ provisions. If the local authority wants to implement an ‘opt in’ scheme, it should be made convenient 
for the buyer to do this to maximise revenue. If the local authority wants to implement an ‘opt out’ scheme, it should also be 
made convenient for the buyer to do this to avoid any uproar. 

• Another approach to maximising additional revenue, is by using an automated donation system. For example, having an option 
for adding a donation on a card payment machine. 

• The additional amount that consumers pay on top of the normal price of the product or service should be set at a low level so 
that the consumer is not deterred from donating.  
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• Local authorities should advertise the importance of the proposed sustainable transport and mobility projects, to let consumers 
know exactly where their donations will be going and the impact that they will have. This could be done through a marketing 
campaign by publicising on the Local Authority web-site, on local Facebook pages, in local newspapers and magazines, and 
on posters and leaflets in transit hubs. 
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5.21 Grants from Private Foundations and Trusts 
Table 23 Grants from Private Foundations and Trusts 

Key characteristics 

• Grants from Private Foundations and Trusts are funds given for a specific purpose. They are often tied to aims and objectives 
or may be available for a specific project. It is expected that the investment will achieve a public good in return. 

• Such Grants differ from Grants from the Government. The money does not come from taxpayers. 
• Private Grants are a form of ‘philanthropy’, or ‘private funding in the public interest.’ 
• Often there are strict procedures and a process to follow in applying for a Private Grant, and there may be a competition 

process by which only certain applicants are awarded money.  

• Grants from Private Foundations and Trusts can be used to fund innovative projects which would otherwise not be able to 
receive funding. 

Brief description 

• A grant is defined as a sum of money given by a government or another organisation for a particular purpose. They differ from 
loan in that the money is not expected to be repaid. In the United Kingdom Grant-making Trusts and Foundations give about 
£3.9 billion in Grants each year. 

• Trusts and Private Foundations can take various forms, as can their donations. Some Trusts will give to any project or 
beneficiary group while others are focused in set areas (such as funding the arts, education, or sustainability).  

• The Trusts and Private Foundations will derive their income from donations from mostly wealthy individuals or companies as a 
sort of charitable donation. 

• There are many examples of Private Foundations and Trusts which donate money to projects. Competitions such as the 
Bloomberg Mayor’s Challenge, awarded money from the Bloomberg Foundation, aims to capture innovative solutions to 
problems faced by cities. The competition awards the successful projects with Grants to pursue their proposals.  

Attractiveness 

• Grant money from Private Foundations and Trusts can be provided for a set purpose, to fund specific and measurable goals. 
• The Grants can be leveraged to drive innovative ideas. In the case of the Bloomberg Mayor’s Challenge, the competition is 

used to develop proposals, with winners awarded funds. Even in the cases where projects have not been awarded funds, the 
process is useful in the development of innovative solutions. Applicant cities therefore may later find other alternative methods 
to fund the projects created for the competition, so the process is useful either way. 
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• Due to the nature of the Grants, with a fairly high level of scrutiny over the use of the funds, there is likely to be a high value for 
money. Reporting requirements associated with the Grants should also generally ensure that the funds are used for what they 
were proposed for. 

• Unlike a loan, Grant money does not have to be repaid, and is usually exempt from tax. 
• With Private Grants, unlike Grants from the Government where the money comes directly from taxpayers, there is more 

opportunity for risk taking. Grants from Private Foundations and Trusts are also more removed from political priorities. 

Challenges and risks 

• Obtaining a Grant from a Private Foundation or Trust may be a difficult process. Applications often involve adhering to strict 
selection criteria and there may be constraints on potential applicants. 

• Grants may require significant reporting on their outcomes. Frequent reporting on the achievements and the criteria for the 
Grants may be a good thing but may also create a heavy administrative burden on organisations.  

• Grants from Private Foundations or Trusts tend not to be a particularly reliable source of funding, they are usually a one-off. 
Once the Grant funds are used, any ongoing costs will not be covered.  

• There are usually a series of applicants competing for the same money. 

Case studies 
• Bloomberg Mayors Challenge. Each year competing cities are based in a different region (such as North America, Europe, or 

South America). The criteria for the competition generally take the form of “1. The problem, 2. The innovation, and 3. The 
impact.” Successful proposals are awarded funds. 

Guidelines for 
implementation 

• Authorities responsible for funding public transport projects should keep up-to-date with relevant websites and forums of 
Private Foundations and Trusts to ensure they do not miss opportunities to apply for Grants. 

• Significant resources and training should be invested in for organisations wishing to write potential bids for Grants from Private 
Organisations and Trusts to ensure the best chance of success. 

• Due to the nature of Private Grant funding, the use of this funding mechanism should be saved for smaller one-off projects, 
especially innovative ones, which are not going to last for extended periods of time. 
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6. Recommendations 
S-M cites face certain constraints with implementing innovative financing approaches, such 
as:  

• Existing culture which reinforces the status quo, rather than encouraging innovation 
• National and local policy and regulation constraints 
• Absence of relevant know-how and capacity constraints 
• Lack of awareness regarding innovative financing mechanisms 
• Lack of guidance from national governments 
• Risk averse and fear of perceived and/or real risks 
• Lacking political champion to take ownership of innovative initiatives 

Local authorities can address these cultural and administrative shortcomings by creating 
framework conditions that favour innovation and allow bringing ideas to practice. They can 
provide support to innovation through initiatives and actions aimed at providing financial 
support to R&D Programmes, cooperation between its staff and other national and 
international local authorities. They can also dedicate staff resources for innovation and to 
adopting best practices in innovation policy-making.  

S-M city local authorities should allocate resources to training and human development, 
including: 

• Working together with national and local political appointees as well as other 
stakeholders and supporting agencies on increasing their awareness of local policy 
goals and sustainable mobility strategy 

• Appointing a champion to take ownership of innovative initiatives and trying out new 
approaches 

• Developing multi-sector technical skills for transport infrastructure planning 
• Working together with private investors’ on reducing their capability gap, and 
• Transforming local authority into a learning organisation 

6.1 Additional Recommendations 
This section outlines a few additional recommendations that, although do not directly involve 
financing, can help foster an environment that encourages innovation and promotes more 
efficient use of governmental and transport-related resources.  Further recommendations can 
be found in the Guidelines to Innovative Procurement and Guidelines to Innovative Business 
Models. 

6.1.1 Establishing Urban Innovation Centres or ‘Catapults’ 
Urban innovation centres (also known as ‘catapults’ or ‘incubators’) can help connect 
academics, city leaders, entrepreneurs and businesses to inspire new smart city solutions. 
Innovation centres normally receive their core funding from national governments but can 
also undertake collaborative research and receive private funding from businesses. The 
centres can lead events, networking sessions, training, and help oversee innovative projects 
by providing technical support. Municipalities and national governments can use innovation 
centres to target sustainable transportation and mobility initiatives and to entice businesses 
to explore new and emerging technologies (e.g. blockchain, IoT, and artificial intelligence).  
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6.1.2 Technology-First Approach to Investment 
S-M cities should prioritise investment which improves digital customer services and 
information provision for transportation services. This will help to optimise existing networks 
and resources, and to improve conditions for passengers by providing them with live journey 
and routing information. Investment should start with creating multi-modal smartcard or 
contactless ticketing systems to increase ease of use, as they make interchanges between 
modes far simpler. Smartcards create valuable data about how and where people are 
travelling, which can be used and processed to feedback into improving the existing 
transportation network. In addition to smartcards, making use of technologies such as IoT 
and wireless tracking on mobile devices can help provide more detailed information about 
how people use transit stations, transit lines, and even trains. This can help municipalities 
target investment where it is most needed (World Bank, 2015). 

6.1.3. Open Data and Transparency 
Open data can help to enhance product development, allowing developers to build creative 
and useful tools that help passengers make more informed travel decisions. For example, 
non-personal data could be made freely available to the public, which could help tech 
entrepreneurs to develop smart solutions to increase ease of use for existing public transport 
network within a city. Using data from the public requires careful consideration as to how the 
data is used, and this should be communicated with passengers. If approached in an ethical 
and effective way, open data could help save money by encouraging the private sector to 
make use of the data. 

Open data is an initiative which is being encouraged throughout the EU, and the amount of 
open data available is expected to increase. By 2020, the use of open data is expected to 
reduce public administration costs across the EU. The effective use of open data could also 
help to save millions of hours of unnecessary waiting time on EU roads and help to reduce 
energy consumption by 16% (Carrara, Vollers, & Berends, 2017). For example, Transport for 
London claims that by releasing transport data to be used by global leaders, such as 
Citymapper, they are generating employment and wealth for London and beyond. 

6.1.4 Mobility as a Service 
Mobility as a Service (MaaS) is a mobility distribution model that is bringing about digital 
innovation in the built environment. If designed correctly, it will play a huge role in driving 
positive change in the mobility industry. MaaS brings all modes of travel together, combining 
options for different transport providers into a single mobile service. It is an ‘access over 
ownership model’ that aims to unlock all transport modalities with the overarching goal to 
decrease the need for car ownership and increase public transport usage (Catapult 
Transport Systems, 2016). Perhaps most importantly, it will help prepare cities for the arrival 
of autonomous vehicles and to coordinate different mobility services so that there is no shift 
away from sustainable transportation modes.  

Municipalities should start coordinating efforts to implement or trial Mobility as a Service 
(MaaS) in their cities in order to stay ahead of the curve and to maintain greater control over 
the future of mobility services. Municipalities across Europe, including larger cities like 
Helsinki and Amsterdam, as well as smaller cities like Milton Keynes, are beginning to lead 
MaaS initiatives.  
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By implementing MaaS in S-M cities, it is expected that the use of existing public transport 
networks will increase, improving overall performance and efficiency, which will help to save 
money by reducing the need to invest in other sustainable transport and mobility solutions. 

6.2 Conclusion  
Many European S-M city local authorities are looking for ways to fund their sustainable 
mobility agenda in the context of reduced funding from national government and budget cuts. 
In this light, innovative financing approaches become increasingly important, as they offer 
new exciting opportunities to finance specific projects and schemes.  

This guidance to innovating financing approaches was designed to helps European S-M city 
local authorities to finance and implement sustainable transport and mobility measures and 
Sustainable Urban Mobility Plans (SUMPs) that support mobility transformation. Individual 
innovative financing mechanism tables (Section 5), briefs (Appendix C) and the Matrix 
(Section 5.3) are tools which local authorities in S-M cities can use in their decision-making 
process of identifying the most appropriate financing approaches to achieve sustainable 
urban mobility objectives. 

This guidance is supported by two other reports prepared for SUITS WP4: Innovative 
Procurement, which recommends innovative procurement schemes for the procurement of 
transport and mobility products and services and presents innovative models to draw up the 
documentations and procedures for public procurements for transport means, public 
transport services and other mobility related services; and a New Business Models Related 
to Transport which explains how to design, refine and apply new business models that are 
related to transport and mobility to optimise the opportunities to get financing.  

Outputs from this report, as well as from Guidance for Innovative Procurement and Guidance 
for New Business Models Related to Transport, will be aggregated into a decision-support 
framework for partnering local authorities who are currently lacking knowledge and expertise 
in innovative approaches to finance, procurement and business models. This decision-
support framework will be designed to help S-M authorities to improve administrative 
capability, increase financial sustainability, and optimise opportunities, such as accessing 
regional development funds, developing partnerships and applying new financing 
approaches. 
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Disclaimer 

 
This document is an Appendix to Guidelines on Innovative Financing that represents a 
research document developed by SUITS (Supporting Urban Integrated Transport Systems; 
Transferable Tools for Authorities) Project, a four-year research and innovation action, 
intending to increase the capacity building of Local Authorities and transport stakeholders to 
implement sustainable transport measures. SUITS is one of the three projects of the EU’s 
CIVITAS 2020 initiative focusing on sustainable urban mobility plans. The SUITS project has 
received funding from the European Union's Horizon 2020 research and innovation 
programme under Grant Agreement no. 690650 / 2016. 

This document is a draft version and is provided for testing and feedback. The results of 
these draft Guidelines will be tested and analysed during a Pilot Application run by Alba Iulia 
Municipality (Romania) as part of SUITS project. 

The final version of the Guidelines is due to be released in January 2020, in a number of 
different European Union official languages.  

The information and views set out in these draft Guidelines are those of the authors and do 
not necessarily reflect the official opinion of the European Union. Neither the European Union 
institutions and bodies nor any person acting on their behalf may be held responsible for the 
use which may be made of the information contained therein. 

Feedback Welcome! The single biggest aid to improving what we do is the feedback we 
receive from professionals from local authorities and stakeholders, the would-be 
beneficiaries: office@integralconsulting.ro 

mailto:office@integralconsulting.ro
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Appendix A1: Germany 
Transport Related Finance Regulations 
The German government has passed several laws regarding sustainable transport and 
mobility financing including the Municipal Transport Financing Act, which contains provisions 
of investments in the improvement of passenger transport and infrastructure in cities and 
municipalities, with a strong focus on achieving a behaviour change which favours local 
public transport (International Energy Agency, 2017).  

There is an action plan for sustainable mobility, known as the Urban Transport Development 
Concept VEK, which started in 2013 and describes the short- and medium-term objectives 
and measures for sustainable mobility. The action plan serves as a basis for preparing 
funding for the area, and the Department for Strategic Planning and Sustainable Mobility 
coordinates the national budget in line with the action plan to support projects such as 
pedestrian mobility, cycle infrastructure, and corporate mobility measures (Daude, 2017).  

Appendix A2: Greece 
Transport Related Finance Regulations 
The Regulatory Authority for Railways (RAS) was set up in 2011, and has powers which 
include administrative and financial self-sufficiency, without being subject to control from any 
government bodies. The RAS regulate how funding and finance for railways is gained and 
distributed. This example illustrates how finance for transport is often in control of 
authoritative bodies that are responsible for certain transport sectors rather than provide an 
overarching legal framework. 

Appendix A3: Italy 
Transport Related Finance Regulations 
The national strategic plan for sustainable mobility schedules a series of priorities for 
investment. The Italian Government also has recently agreed on a series of regulations that 
should be enacted to priorities for investment that are set out in Italy’s national strategic plan 
for sustainable mobility (LCA Law, 2017).   

A recently established Italian Transport Authority has financial power over how national 
budgets for transport are spent. The Transport Authority aims to protect and promote 
competition in the market for railways, airports, ports, toll motorways and public and 
passenger transport (Territorio, 2014).  

  

http://www.ras-el.gr/en/home/name/index
http://www.autorita-trasporti.it/
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Appendix A4: UK 

General Financing Regulations 
In the UK, the main law for finance is the Financial Services Act 2012. The law makes 
provision with regard to various financial issues such as financial markets and services and 
is renewed at least once per year. It headlines budgetary legislation enacted by the UK 
Parliament, and contains multiple provisions regarding taxies, exemptions, duties, and 
reliefs.  

The Enterprise Act 2002 was enacted to provide rules to regulate foreign investment, 
including investment into transport infrastructure projects. The law states that it is critical that 
investment in certain infrastructure projects is approved by the UK Government. The UK also 
has more regional level laws regarding finance which include Acts of the Scottish Parliament, 
Wales Statutory Instruments, and Northern Ireland Statutory Rules.  

At the national level, the UK’s Financial Services Act 2012 has a series of bodies who 
regulate its implementation: The Financial Conduct Authority (FCA), the Prudential 
Regulation (PRA) and the Bank of England. The PRA are a subsidiary of the Bank and 
England, and responsible for prudential regulation of insurers, deposit takers and major 
investment firms. The FCA are responsible for conduct regulation, as well as prudential 
regulation of non-PRA firms (such as exchanges, small investment firms and other financial 
services providers). 

At a more regional level, the UK government created 24 enterprise zones across England in 
2010 and invited businesses and councils to come together to form local enterprise 
partnerships (LEPs). In England, it tends to be these LEPs who regulate how money is 
invested at the regional and local levels.  

Transport Related Finance Regulations 
In the UK, there is a Transport Investment Strategy, which makes the case for continued 
investment in transport infrastructure, and sets priorities and propositions for investment. The 
priorities tend to be delivered through funds such as the Transport Technology Research 
Innovative Grant (T-TRIG), the Innovation Challenge Fund, and other public and private 
funds (Department for Transport, 2017). In order to gain funding from these sources, there 
does not appear to be any legal framework in place that is specific to these types of funding 
sources, however, the objectives of proposed schemes must align with objectives that are 
set by the organisations responsible for the funding sources. For example, the UK 
Government’s Department for Transport hold responsibility for regulating funding from T-
TRIG and the Innovation Challenge Fund, and there are criteria which schemes should meet 
in order to gain the funding.  

The UK’s Transport Act 2000 provides a number of measures regarding transport in the 
United Kingdom, and enacts rules regarding transport financing. The Act highlights rules 
such as those regarding private investment into trunk road charging schemes, rules for how 
the Strategic Rail Authority should manage their finances, and how local authorities should 
decide which tender they should accept for subsidised public transport schemes, by 
introducing the ‘best value’ test. With regards to sustainable transport and mobility, the 
Transport Act 2000 highlights that investment in more sustainable transport schemes should 

http://www.legislation.gov.uk/ukpga/2012/21/contents/enacted
https://www.legislation.gov.uk/ukpga/2002/40/contents
https://www.gov.uk/government/publications/transport-investment-strategy
https://www.legislation.gov.uk/ukpga/2000/38/contents
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be prioritised, and the ‘best-value’ test should help to prioritise schemes which reduce or limit 
noise and air pollution and associated environmental issues. 

The Transport (Finance) Act, which includes financial regulations for the National Bus 
Company, British Railways Board, the Port of London, and the Mersey Docks and Harbour 
Company, was enacted in 1982. However, this Act has not been updated since, and there 
appears to be no legal frameworks in place to replace it.  

Transport in the United Kingdom is a ‘reserved matter’, meaning Scotland, Wales and 
Northern Island can legislate and create their own policy for transportation. 

Appendix A5: Romania 

General Financing Regulations  
At national level, law no. 500/2002 regarding public finances sets out the principles, the 
general framework, and the procedures related to forming, managing, pledging and making 
use of the public funds, as well as the liabilities of the public institutions involved in the 
budgetary process. The law specifies the fact that all public financial resources should be 
managed through a unitary system. This includes the state budget, the state social 
securities-related budget, the local budgets, the budget for non-refundable external funds, 
and the budget for funds resulted from foreign credits. The Ministry of Public Finances sets 
out the Strategy in the field of public investments at the central administration level, based on 
the proposals in the investment programmes.  

At local level, law no. 273 on local public finances sets out the principles, the general 
framework, and the procedures regarding forming, managing, pledging, and updating local 
public funds, as well as the liabilities of the local public administration authorities and of the 
public institutions involved in the field of local public finances.   

The main authority responsible for monitoring public finance at a local/sectoral level is known 
as a credit release authority, whose main mission, in terms of investments, is the execution 
of budget expenditures. Credit release authorities are legal entities, liable to schedule and 
follow up expenditures according to the principle of compliance with public money usage. 
There are three categories of credit release authorities, namely:                

• Main credit release authorities – representatives of ministers, other leaders of the 
central public administration (agencies), and, as far as local administration is 
concerned, chairmen of County Councils or mayors 

• Secondary credit release authorities – heads of subordinate institutions or other 
central bodies exercising authority over budget institutions 

• Tertiary credit release authorities – heads of the institutions making use of the 
funds allocated in keeping with their purpose of usage  

Main credit release authorities are also liable to draw up investment programmes (broken 
down per functional classification, on-going objectives, new objectives, other expenditures).  

  

http://www.legislation.gov.uk/ukpga/1982/6
http://www.mfinante.gov.ro/legisbuget.html?pagina=domenii
http://www.mfinante.gov.ro/legisbuget.html?pagina=domenii
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Transport Related Finance Regulations 
The General Transport Master Plan of Romania (GTMP) prioritises investments in the field of 
transport for all transport modes, based on a multicriterion analysis. The Ministry of Transport 
is the main credit release authority responsible for transport finance, and coordinates the 
programmes related to EU cohesion policy through the Large Infrastructure Operational 
Programme. The priority of the transport infrastructure projects was set based on the 
methodology set out in the GTMP, approved by the European Commission as correlated with 
the 2017-2020 Romanian Government Programme. 

Among the strategic principles considered in the Strategy for Land Development, attention 
should be made to the following: connect the national territory to the European and 
intercontinental network of the development poles and of the transport corridors, develop the 
network of localities, structure the functional urban areas, strengthen and develop the 
network of interregional links a.s.o. 

The basic legislation on the financing of public transport and mobility is contained in Law 92/ 
2007 regarding local public transport services – is aimed at setting the legal framework in 
order to set up, authorise, organise, operate, manage, finance and control the operation of 
public transport  services in villages, towns, cities, counties, as well as in the areas of 
community development associations. 

A major financing source for regional and local development by means of which local 
authorities can make investments in transport and mobility, is the Regional Operational 
Programme 2014-2020.  

Appendix A6: Spain 

General Financing Regulations  
Spain is integrated by 17 regions (Comunidades Autónomas) and 2 autonomous cities 
(Ceuta and Melilla). According to the Spanish Constitution (1978), every region (Comunidad 
Autónoma) has financial autonomy for the development and execution of their competences 
in accordance with the principles of coordination with the State Treasury and solidarity 
among all Spanish. 

The resources of the Regions (Comunidades Autónomas) is constituted by: 

• Taxes assigned totally or partially by the State; surcharges on state taxes and 
other participations in the income of the State 

• Their own taxes, fees and special contributions 
• Transfers of an interterritorial Compensation Fund and other allocations charged 

to the General State Budgets 
• Income from their own heritage and private rights 

Regions (Comunidades Autonómas) financing procedures are defined in Law 22/2009 of 
financing schemes for Regions and Autonomous Cities. 

  

http://mt.ro/web14/documente/strategie/mpgt/23072015/Master%20Planul%20General%20de%20Transport_iulie_2015_vol%20I.pdf
http://legislatie.just.ro/Public/DetaliiDocument/81267
http://legislatie.just.ro/Public/DetaliiDocument/81267
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Transport Related Finance Regulations 
Spain does not have a specific National Law for the financing of urban collective transport, 
which prevents the design of a homogeneous model and hinders the planning of services in 
the medium or long term. 

Public transport is financed mainly using two variants: 

(i) The program contracts of Madrid and Barcelona. 

Sharing the interests of the State administration, the autonomous communities, and the 
municipalities of the metropolitan area of those cities for the joint financing of the transport 
system. The formula is very simple: the three administrations agree on a program of 
investments and actions, in which each of the parties commits a percentage of the 
resources, for a certain period. The channelling of investments is done through some 
instrumental entity (the Metropolitan Transport Consortium, in the case of Madrid, for 
example), and then each operator, by metro or bus, receives the agreed investments, and 
the Operating deficits due to the use of the transport system. 

(ii) The general operating deficit subsidy model for cities with more than 50,000 inhabitants. 

For its part, the second financing system is the general one. This system consists of the 
distribution of an amount that is known each year, and that is established in the general 
budgets of the State. Through this mechanism, cities with more than 50,000 inhabitants can 
benefit, upon request to the Local Finance administration, of the mandatory grant. Once all 
the requests are received, the central administration proceeds to the distribution according to 
a series of parameters. It is a so-called zero-sum model. The three parameters for the 
distribution are: 

1. Grant for the length of the network (5%) 

2. Subsidy on demand (5%) 

3. Ticket deficit subsidy (90%) 

Appendix A7: Portugal 

General Financing Regulations  
In Portugal the financial sector is supervised and regulated in line with the specialised or 
institutional model, according to which each of the banking, insurance and securities markets 
is supervised and regulated by a specialised institution, as opposed to the twin peaks 
system. 

Banking activities are regulated by the Banco de Portugal. The role of this institution is to 
ensure the stability, efficiency and solidity of the financial system. The Bank supervises credit 
institutions (including banks), financial companies, payment institutions and electronic money 
institutions. It also regulates, monitors and penalises the marketing of retail financial products 
and services. Its supervision covers bank deposits, housing loans, consumer credit, 
corporate credit and other credit (except for the finance of transactions in financial 
instruments) and payment instruments. 

http://www.bportugal.pt/en-US/Pages/inicio.aspx


D4_Task 4.1_Guidelines to Innovative Financing: Appendix A 
 

 

14 

 

The Securities Commission (CMVM) regulates the financial intermediaries that act within the 
securities market and the undertakings for collective investments. The CMVM is responsible 
for: 

• The supervision of organised trading of financial instruments, public offers of 
securities, clearing and settlement of the related transactions and of central securities 
depositories 

• The regulation of markets in financial instruments, the public offering of securities, the 
activities carried out by entities subject to the CMVM’s supervision; and 

• The supervision and regulation of the conduct of business duties by entities that 
intend to enter into broker insurance agreements linked to investment funds and the 
marketing of individual adhesion agreements to open-end pension funds 

Lastly, the Supervisory Authority for Insurance and Pension Funds (ASF) regulates 
insurance and reinsurance companies, as well as pension fund management companies, 
brokering of insurance and pension funds, and other related and ancillary activities. 

The regulation of the provision of financial products and services, therefore, varies according 
to the product provided and the entity that provides the relevant products and services. 

Transport Related Finance Regulations 
The public passenger transport in Portugal has been regulated by the Regulamento dos 
Transportes em Automóveis (Regulation of the Transportation in Road Vehicles) (RTA) from 
1948, and by the Lei de Bases do Sistema de Transportes Terrestres (Basic Law on Inland 
Transportation) (LBTT) from 1990.  

The public transport provision in metropolitan, urban and rural areas is regulated by the 
Regime Jurídico do Serviço Público de Transporte de Passageiros (RJSPTP), which set the 
roles and related responsibilities for the organisation, planning, management and financing of 
all land public transport modes. According to the RJSPTP, the general fare roles are defined 
by the Mobility and Transport Authority or by the National Government. 

At the national level, public transportation is subsidized by The Ministry of Finance (Ministério 
das Finanças (MF)) that in cooperation with the Ministry of Planning and Infrastructure 
(Ministério das Obras Públicas, Transportes e Comunicações (MOPTC)) manages and 
distributes the subsidies and investment resources for transport activities.  

The municipalities (and the communities of municipalities) finance the local transport 
services with local funds. It should be noted that in November 2017 the Public Transportation 
Service Funds (Fundo para o Serviço Público de Transportes) was approved. It aims to 
financially contribute to the local funds provided by each authority, to support projects and 
actions for the training of these transport authorities and to improve the public passenger 
transport system. 

Apart from Lisbon and Porto, where the cost of transportation is co-financed by the Central 
Government, the financial organisation is spread across different local authorities. In 
particular, as stated in the articles three and four of the RJSPTP, each transport authority 
(i.e. any public authority with powers and responsibilities for the organisation, operation, 
allocation, investment, financing and supervision of the public passenger transport service) is 
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responsible for the management and allocation of funds for the public transport services, as 
well as for the determination of public service and tariff obligations in a target geographical 
area at local or regional level.  
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Disclaimer 

 
This document is an Appendix to Guidelines on Innovative Financing that represents a 
research document developed by SUITS (Supporting Urban Integrated Transport Systems; 
Transferable Tools for Authorities) Project, a four-year research and innovation action, 
intending to increase the capacity building of Local Authorities and transport stakeholders to 
implement sustainable transport measures. SUITS is one of the three projects of the EU’s 
CIVITAS 2020 initiative focusing on sustainable urban mobility plans. The SUITS project has 
received funding from the European Union's Horizon 2020 research and innovation 
programme under Grant Agreement no. 690650 / 2016. 

This document is a draft version and is provided for testing and feedback. The results of 
these draft Guidelines will be tested and analysed during a Pilot Application run by Alba Iulia 
Municipality (Romania) as part of SUITS project. 

The final version of the Guidelines is due to be released in January 2020, in a number of 
different European Union official languages.  

The information and views set out in these draft Guidelines are those of the authors and do 
not necessarily reflect the official opinion of the European Union. Neither the European Union 
institutions and bodies nor any person acting on their behalf may be held responsible for the 
use which may be made of the information contained therein. 

Feedback Welcome! The single biggest aid to improving what we do is the feedback we 
receive from professionals from local authorities and stakeholders, the would-be 
beneficiaries: office@integralconsulting.ro 

mailto:office@integralconsulting.ro


D4_Task 4.1_Guidelines to Innovative Financing: Appendix B 

 

 

 

3 

 

Project Partners 

Organisation Abbreviation Country Main team for Financing 
Guidelines 

Integral Consulting R&D – WP4 
Leader INTECO RO Dan Caraman, Isolda Constantin, 

Ștefan  Roșeanu 

Coventry University 
 

COV UNI UK Andree Woodcock 

Eurokleis s.r.l. 
 

EUROKLEIS IT Iana Dulskaia 

Instituto Tecnologico del 
Embalaje,Transporte y Logistica ITENE ES Dolores Herrero 

Interactions Ltd INTERACTIONS IRL  

VTM-Consultores em Engenharia e 
Planeamento LDA VTM PT Sofia Martins 

LEVER SA Development 
Consultants LEVER EL Georgios Georgiadis, Olympia 

Papadopoulou 

Smart Continent LT UAB SC LT  

Technische Universität Ilmenau TUIL DE Sebastian Spundflasch 

F.K. Liotopoulos & SIA SBOING EL Fotis K. Liotopoulos 

Signosis Sprl. SIGNOSIS BE  

Citta di Torino TORINO IT  

Coventry City Council -Transport 
for West Midlands CCC UK Sunil Budhdeo, Chris Lane 

Municipality of Kalamaria KALAMARIA EL Iannis Krinos 

Fundacion De La Comunitat 
Valenciana Para La Promocion 
Estrategica El Desarrollo Y La 
Innovacion Urbana 

INNDEA ES Angel Navarro 

Makios Logistics MAKIOS EL Nikos Sfitis, Theodoros 
Theodoulidis 

Logdrill Informatikai es Szolgaltato 
Korlatolt Felelossegu Tarsasag LogDrill HU  

Wuppertal Institute fur Klima, 

Umwelt, Energie GmbH 
WI DE Frederic Rudolph 

Roma Servizi per la Mobilita RSM IT 
Marco Surace, Francesco 
Lacorossi, Fabio Nussio and 
Chiara Di Majo 

Alba Iulia Municipality AIM RO Tudor Drambarean, Ovidiu Podaru, 
Cristina Fica, Dana Naghiu 



D4_Task 4.1_Guidelines to Innovative Financing: Appendix B 
 

 

4 

 

Arcadis – Task 4.1 Leader ARCADIS UK Olga Feldman, Aleksei Lugovoi, 
Alice Parker, Shaista Farooq 



D4_Task 4.1_Guidelines to Innovative Financing: Appendix B 

 

 

 

5 

 

Document History 

Date Author Action Status Diss. 
Level 

10.10.17 
Olga Feldman, 
Alice Parker, 
ARCADIS 

Initial draft of Task 4.1 Innovative 
Financing Guidelines V0.1 - Draft RE 

29.03.18 Arcadis Upgraded version based on feedback 
from partners V1.0 – First Issue RE 

22.05.18 Arcadis Version for Pilot Application to be 
translated and insertion of the Disclaimer 

V1.0.1 version for 
Pilot Application PP 

19.03.19 Olga Feldman, 
Arcadis 

Version for dessimination to participants in 
Kalamaria's stakeholder event on 20th 
March 2019 

V4.0 PP 

29.03.19 Olga Feldman, 
Arcadis Completed version V5.0 PP 

20.05.19 Olga Feldman, 
Arcadis 

Minor Correcions V5.1 PP 

06.07.19 Olga Feldman, 
Arcadis 

Upgraded version based on feedback 
from partners V6.0 PP 

 

Dissemination Level:  

PU - Public 
PP - Restricted to other programme participants (including the Commission Services) 
RE - Restricted to a group specified by the consortium (including the Commission Services) 
CO - Confidential, only for members of the consortium (including the Commission Services) 

  



D4_Task 4.1_Guidelines to Innovative Financing: Appendix B 
 

 

6 

 

Table of Contents 
Appendix B: Present-Day Financing in Partner Cities .......................................... 8 
Present-Day Financing in Partner Cities ................................................................................................. 9 
Appendix B1: Cities in the UK ............................................................................................................ 10 
Appendix B2: Alba Iulia ....................................................................................................................... 11 
Appendix B3: Rome ............................................................................................................................. 11 
Appendix B4: Valencia ......................................................................................................................... 13 
 

List of Tables 
Table B1 Examples of sustainable transport and mobility funding mechanisms .................................... 9 

Table B2  External Financing of Sustainable Mobility in Rome (2014 -2020) ....................................... 12 

Table B3  Internal Financing of Sustainable Mobility in Rome (annual average) ................................. 13 

 



D4_Task 4.1_Guidelines to Innovative Financing: Appendix B 
 

 

7 

 

List of Figures 
No table of figures entries found. 

Accronyms            

CIPE Comitato Interministeriale per la Programmazione Economica 

EC European Commission 

EU European Union   

EIB European Investment Bank 

ERDF European Regional Development Fund 

DfT Department for Transport 

JESSICA Joint European Support for Sustainable Investment in City Areas 

H2020 Horizon 2020 

SUITS Supporting Urban Integrated Transport Systems 

SUMPS Sustainable Urban Mobility Plans 

STP Societatea de Transport Public 

TfL Transport for London 

MaaS Mobility as a Service 

WP Work Package 

PPPs Private Public Partnerships 

SDLT Stamp Duty and Tax 

WPL Work Place Parking Levy 

CIL Community Infrastructure Levy 

HGV Heavy Goods Vehicles 

EU ETS EU CO2 Emissions Trading Scheme 

UNFCCC United Nations Framework Convention on Climate Change 

TIF Tax Increment Financing 

IoT Internet of Things 

LEPs Local Enterprise Partnerships 



  

 

8 

 

 
 
 
 
 
 
 
 
 
 
Appendix B: Present-Day Financing in 

Partner Cities 
  



D4_Task 4.1_Guidelines to Innovative Financing: Appendix B 
 

 

9 

 

Present-Day Financing in Partner Cities 
This Appendix gives a general overview of financing within the UK, followed by city-specific 
case studies, derived from information provided by SUITS Partner Cities. Appendix C 
presents case studies of present-day financing systems for sustainable transport and mobility 
within cities. 

WP2 Survey Results  
As part of SUITS WP2, a baseline assessment of each partner city was carried out, 
regarding the existing funding streams for transport and mobility. A survey was carried out to 
derive information about demographics, socio-economics and the mobility context of each 
partner city. Section 9 of the survey, Mobility Measures and Policies, asked City Partner 
representatives to give examples of how their sustainable transport and mobility schemes 
were funded (local, national or other funds). The responses are shown in Table B1 below. 

Table B1 Examples of sustainable transport and mobility funding mechanisms 

Country European Funds National Funds Local Funds 

Alba Iulia Passenger transport/ 
adopting SUMP/ time 
schedule for 
merchandise deliveries in 
the historic and central 
areas. 

Passenger transport/ 
adopting SUMP/ time 
schedule for merchandise 
deliveries in the historic and 
central areas. 

Used for passenger 
transport/ adopting SUMP/ 
time schedule for 
merchandise deliveries in the 
historic and central areas. 

Erfurt  Expansion of tram network 
(120 million euros). 

Barrier-free expansion of 
tram and bus stops/ 
stations. 

Expansion of tram network 
(120 million euros). 

Barrier-free expansion of 
tram and bus stops/ stations. 

Stake on the transport 
association ‘Middle Thuringia’ 
until 2006 (200,000 euros). 

Kalamaria Re-design of 
Metamorfoseos Street 
into a pedestrian road 
and a bike lane (2 million 
euros). 

 

Redesign of 
Metamorfoseos Street into 
pedestrian road and bike 
lane (2 million euros) 

Information campaigning, 
European Mobility week 
and training in a mobility 
park (10,000 euros) 

Upgrading pavements (1.3 
million euros). 
Information campaigning, 
European Mobility week and 
training in a mobility park 
(10,000 euros). 

Palanga Acquisition of 
environment and 
disabled people friendly 
buses (0.44 million euros 
until 2030). 

 Acquisition of environment 
and disabled people friendly 
buses (0.44 million euros 
until 2030). 

Rome Smartset (freight). A cycling plan and its 
implementation financed by 
the Ministry of Environment 

 
A cycling plan and its first 
implementation financed by 
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Country European Funds National Funds Local Funds 

Tumabia the Ministry of Environment 

Smartset (freight) 

Torino Novelog (under 
experimentation) 

 

Metro line (1,046 million 
euros) 

 

 

Metro line (1,046 million 
euros) 

ZTL (Zona Traffico Limitato) 
– Limited traffic zones (5 
million euros) 

Pedestrian areas in city 
centre (1 million euros) 

 

To gain a more detailed understanding of the City Partners’ present-day financing systems 
for sustainable transport and mobility projects, additional information was collected as part of 
WP4. This was done through email conversations and informal interviews. The City Partner 
were asked the following questions: 

• Where does the majority of your funding come from for sustainable transport/mobility 
schemes (for example, local/national or international government, loans, taxation, 
bonds, user fees)? Please list your funding mechanisms and typical projects they 
were used to fund. We are especially interested in new and innovative funding 
sources that you have recently used for the first time or thinking about using to fund 
your sustainable mobility projects and schemes. 

• Is your city given sustainable transport/mobility budgets from national governments? 
If so, what percentage (%) of sustainable transport/mobility scheme costs does this 
cover and how do you decide where this is spent? 

This section summarises the key points made by the City Partner representatives. 

Appendix B1: Cities in the UK 
The UK’s Department for Transport (DfT) sets strategic transport and mobility policy for the 
whole of the UK. The DfT sets functional and legal constraints for local and regional transport 
authorities (through the National Planning Policy Framework) and plays a supervisory role. 
As a result, small to medium-sized cities have control over local sustainable transport and 
mobility systems. 

In terms of financing urban transport and mobility systems, the central government provides 
some finance to local transport and mobility authorities in small to medium-sized cities, to 
help improve infrastructure and develop transport and mobility services. However, local 
transport and mobility authorities have received 50% cuts in funding from the national level 
since 2010 (Campaign for Better Transport, 2015).  Additionally, most of this funding does 
not cover sustainable transport and mobility schemes, as the government’s current focus is 
on road infrastructure, and funding tends to be provided only for maintenance of existing 
roads (Díaz & Bongardt, 2013; Feikert-Ahalt, 2014). 

To overcome the deficiency in national level financing, local transport and mobility authorities 
tend to gain much of their finance for sustainable transport and mobility schemes from 
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mechanisms such as local level taxation (e.g. local motor tax, business rate supplements, 
community infrastructure supplements and employer/ employee taxes), user fees (tolls, 
congestion charges and fares), loans, Public-Private Partnerships (PPPs), Tax Increment 
Financing (TIF) and innovation funds (e.g. Transport Innovation Fund 2005-2010). 

It is important to note that not all public transport and mobility systems in S-M cities are 
controlled at the local level. The state still has much control over rail transport. With regards 
to rail transport, tracks are owned by state-controlled Network Rail, and services tend to be 
provided by private companies at a more regional level, with cities, and especially small and 
medium-sized cities, having little control. On the other hand, in England, bus services have 
been deregulated to the local level and in most cities (other than London, where buses are 
controlled by Transport for London), private companies operate bus services and have full 
control over services, fares and vehicles. 

Appendix B2: Alba Iulia 
With population of 63,540 (2011), Romanian city of Alba Iulia is one of the small to medium-
sized SUITS partner cities. In terms of Alba Iulia’s present-day financing system for 
sustainable urban transport and mobility, the municipality receives little national support and 
most funding regarding the rehabilitation of the infrastructure comes from Operational 
Programmes funded by the EU. 

Currently, the only form of public transport in Alba Iulia is the city’s bus network. These 
services are operated by a private company, Societatea de Transport Public Alba (STP 
Alba), which owns most of the city’s buses, and subsidised by the municipality. Additionally, 
the city has seen recent investment in sustainable urban mobility projects, and it has recently 
benefitted from the construction of approximately twenty kilometres of new cycle lanes. The 
funding for the cycle lanes came directly from the European Union, in the form of grants 
received through the Regional Operational Programme. 

In the future EU projects envisaged for mobility at city level, cycle lanes are foreseen for the 
entire length of the city’s network of roads. 

Overall, Alba Iulia receives most of its finance from private companies at the local level and 
through international programmes funded by the EU.  

Appendix B3: Rome 
Rome is one of the larger-sized SUITS partner cities, located in Italy, with a population of 
about three million inhabitants. The make-up of Rome’s financing for sustainable transport 
and mobility schemes is shown in Table B2 and Table B3, referring to infrustructures 
included in te reference scenario of Rome SUMP. SUMP is, in fact, to be approved in 
October 2019, and the first request of funding is linked to the Plan approval itself. 

The majority of the actual external finance for Rome’s sustainable transport and mobility 
schemes is received from the national level, through the Comitato Interministeriale per la 
Programmazione Economica (CIPE), the Italian fund for large infrastructures of national 
interest, which has funded projects such as the Rome’s Metro C, and directly from the 
Ministry of Transport for some other revamping and infrastructure extensions. Additionally, a 
large amount of finance is received from the Cohesion and Development fund for the Lazio 
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Region (complementary to ERDF) which is financed by the Italian Government as well as the 
Ministry of Environment for mobility projects linked to transport emissions reduction. 
Conversely, some of Rome’s financing is internal financing at the local level, derived fines, 
fares and parking fees, and the Service Level Agreement for Local Public Transport and 
Mobility services. Local level finance tends to fund much smaller-scale schemes such as 
maintaining public transport services. Additionally, funds for mobility projects are also 
received from the PON Metro ERDF program and from CEF, H2020 and INTERREG 
programs, but the proportion of funding from the EU received by Rome is small in 
comparison to other types of finance. 

Overall, Rome receives most of its financing for sustainable transport and mobility from 
public funds at the national level, although some funding is received from public finance at 
the local level and the EU funding at the international level.  

Table B2  External Financing of Sustainable Mobility in Rome (2014 -2020) 

Ref External Financing source Share Funded Activities 

1 
ERDF (European Regional 
Development Fund) Lazio Region 
2014-20  

6% 70 CNG Buses, 7 P&R, ITS systems 
including e-gates  

2 
PON Metro (National Operational 
Program on Urban Areas financed 
by EC)  

1% Multimodal hub, cycling paths, bike 
parking, ITS  

3 Funds from the Ministry of 
Transport  1% 

Cycling integrated project, ITS 
development and new LED traffic 
lights, measures for road safety  

4 Sustainable Mobility funds from 
Environmental Ministry  2% 

Car-clubs and car-sharing 
development, innovative incentives 
for Mobility Manager network for 
house-to-work and school-to-work 
mobility, an air quality improvement 
project on mobility  

5 National fund for regeneration of 
suburbs and outskirts  1% 

Regeneration projects in two 
external districts of the city with 
integrated mobility projects  

6 
Cohesion and Development fund 
for Lazio Region (complementary 
to ERDF, financed by Italy)  

19% 
Requalification of Roma-Lido 
railway, Pigneto railway backbone, 
Metro C regional contribution   

7 
Cohesion and Development fund 
for City of Rome (complementary 
to ERDF, financed by Italy)  

4% 
Mobility projects (tramways and 
other light rail projects) included in 
SUMP currently under finalisation  
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Ref External Financing source Share Funded Activities 

8 CIPE (Italian fund for large 
infrastructures of national interest)  65% Metro C finalization up to Colosseo 

station  

9 CEF on urban nodes  <1% Feasibility projects on intramodality 
with national road operator (ANAS)  

10 
EIB (European Investment Bank) 
and new tools (UIA, Urban Agenda, 
etc)  

Tbc 

Finance service and funds under 
Jessica, ELENA and ESIF tools to 
complement structural fund for 
mobility projects according to Rome 
SUMP  

 

Table B3  Internal Financing of Sustainable Mobility in Rome (annual average) 

Ref Internal Financing source Share Activities 

1 
Service Level Agreement for Local 
Public Transport and Mobility 
services  

71% 
Coverage of costs for maintaining 
PT services (ATAC + Roma TPL) 
and Mobility Agency services  

2  Internal resource for Mobility 
projects  20% 

Co-financing rate for structural funds 
project plus self-financed mobility 
projects included in SUMP  

3 Yearly adjustment with funds 
coming from road fines  5% 

New mobility projects included in 
SUMP financed by proceeds of road 
fines. Italian Traffic Laws (Article 
208) states that 50% of proceeds 
should be re-invested.  

4 Bus coach permit system and on-
road parking fees  3% New mobility projects for 

sustainability  

 
Appendix B4: Valencia 
Valencia is another larger-sized SUITS partner city, located in Spain, with a population of 
about 800,000 inhabitants. Valencia City Council, through the Sustainable Mobility Area, is in 
charge of sustainable transport and mobility schemes for the city and manages the public 
bus fleet (EMT Valencia) and the public bicycle scheme.  

Funding for sustainable transport and mobility schemes in Valencia comes from local 
resources, as funding from the central government is limited. For example, the public bus 
fleet (EMT Valencia) gets its budget from a combination of funds from the City Council and 
also from ticketing. Valencia City Council attempted to claim for subsidy for metropolitan 
transport from the central government in the past, however, this was denied. Nevertheless, 
EMT Valencia still looks for opportunities for the regional funding (from IVACE), the national 
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funding (such as Subsidy to Collective Urban Transport or MOVEA) and the European 
funding. Valencia City Council also increases opportunities for funding by joining with several 
municipalities from the metropolitan area, working together as the Mobility Agency of 
Metropolitan Area of Valencia, which prices more opportunities to apply for grants.  

Overall, the majority of finance for Valencia’s sustainable transport and mobility schemes is 
local, derived from funds from the City Council and ticketing.  

Appendix B5: Stuttgart 
Stuttgart is also a larger-sized SUITS partner city, located in Germany, with a population of 
approximately 600,000 inhabitants. Since the 1970s, the public transport network in Stuttgart 
has expanded significantly and comprises of 55 bus lines, 17 light rail lines, and 6 regional 
metro lines. Verkehrsverbund and Tarifverbund Stuttgart (VVS) regulates all sustainable 
transport and mobility for the city and includes over 50 public transport companies, the 
biggest one being SSB, which has more than 500 buses and trains. 

Most funding for sustainable transport and mobility in Stuttgart comes from the municipal 
budget at the local level. The Department for Strategic Planning and Sustainable Mobility 
coordinates the budget, which is then approved by the mayor and City Council. This budget 
tends to be spent on pedestrian mobility, cycle infrastructure and corporate mobility 
measures.  

Stuttgart also benefits from some national funding and national sustainable mobility 
initiatives. For example, there was recently a big nation-wide funding programme for E-
Mobility (to build up and identify charging stations for electric vehicles), although where this 
money was spent was decided at the national level. 

Most of Stuttgart’s innovative funding programmes comes from the regional level, through 
the Baden-Wuerttemberg budget, and fund projects such as cycle highways, walking audits 
and cycle infrastructure. Additionally, Stuttgart has taken part in several European 
programmes for research, most recently, as coordinators of CAVITAS CARAVEL and 
2MOVE2 projects.  

However, in Stuttgart, funding for public transport modes tends to be private and operated at 
the local, regional and national levels.  

Overall, Stuttgart’s financial system for sustainable transport and mobility comprises a wide 
range of financing mechanisms, the majority of which are at local level, from the municipal 
budget. 
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Appendix B6: Kalamaria 
Kalamaria is a medium-sized SUITS partner city, located in northern Greece, with a 
population of approximately 100,000 inhabitants (2011). It is located about 7 kilometres (4 
miles) southeast of downtown Thessaloniki city. 

Big projects for sustainable transport and mobility in Kalamaria are funded mainly from 
European funds (PA 2014-2020) at a percentage of 85%. The other 15% comes from 
national funds. The PA (Partnership Agreement for the Development Framework) 2014-
2020 constitutes the main strategic plan for growth in Greece with the contribution of 
significant resources originating from the European Structural and Investment Funds 
(ESIF) of the European Union. The 2014-2020 PA comprises 20 Programmes, of which 7 are 
sectoral and 13 are regional. One sectoral operating program is dedicated for Transport 
Infrastructure, Environment and Sustainable Development Operational Programme 
(YMEPERAA). One of the objectives of the program is the development of sustainable and 
ecological urban transport (fixed trajectory urban transport) to enhance sustainable urban 
mobility. One project, funded by PA, will be ‘Digital services of smart city - quality life 
improvement in Kalamaria’. The project refers to the installation of 150 smart parking slots 
system at 3 roads (on-street) with sensors, around city’s commercial center. 

Studies for projects for urban sustainable transportation are funded from the municipal 
budget and national funds. For instance, the study of sustainable urban mobility plan (SUMP) 
of Kalamaria will be funded from the Green Fund (national funds). The Green Fund is a legal 
entity governed by public law. Also, studies for parks’ redevelopment or other urban 
facilities/equipment for sustainability are funded from the municipal budget. The municipal 
budget comes mainly from the council tax. The funding source for supplies of new rubbish 
trucks for 2019, essential for sustainable urban freight transportation, will be from the council 
tax. 

Program “FILODIMOS II” is a new funding program for urban sustainability. The main 
objectives of the "FILODIMOS II" program are: a) Strengthening balanced, sustainable and 
equitable growth, b) Improving infrastructure and c) Enhancing the competitiveness of 
municipalities. The purpose of the Program is to finance projects, supplies, services and 
project studies of Greek municipalities. The total duration of the Program is from 2018 to 
2022, with the possibility of extension. One project, under FIlodimos II program in Kalamaria 
region, will be the improvement of bus stations in Kalamaria. 

At the end of 2021, a new public transport mode - subway - will be operated in Kalamaria 
city, enhancing the sustainability of urban transportation. The source of funding is the 
European Investment Bank.  

In conclusion, Kalamaria’s financing mechanisms vary from European funds to national and 
municipal funds. The big projects are funded from European funds (85%) with a small share 
from national funds. The smaller projects/supplies are funded from the municipal budget. The 
new program "FILODIMOS II" is intended to increase the total annual budget of the 
municipality.  
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Disclaimer 

 
This document is an Appendix to Guidelines on Innovative Financing that represents a 
research document developed by SUITS (Supporting Urban Integrated Transport Systems; 
Transferable Tools for Authorities) Project, a four-year research and innovation action, 
intending to increase the capacity building of Local Authorities and transport stakeholders to 
implement sustainable transport measures. SUITS is one of the three projects of the EU’s 
CIVITAS 2020 initiative focusing on sustainable urban mobility plans. The SUITS project has 
received funding from the European Union's Horizon 2020 research and innovation 
programme under Grant Agreement no. 690650 / 2016. 

This document is a draft version and is provided for testing and feedback. The results of 
these draft Guidelines will be tested and analysed during a Pilot Application run by Alba Iulia 
Municipality (Romania) as part of SUITS project. 

The final version of the Guidelines is due to be released in January 2020, in a number of 
different European Union official languages.  

The information and views set out in these draft Guidelines are those of the authors and do 
not necessarily reflect the official opinion of the European Union. Neither the European Union 
institutions and bodies nor any person acting on their behalf may be held responsible for the 
use which may be made of the information contained therein. 

Feedback Welcome! The single biggest aid to improving what we do is the feedback we 
receive from professionals from local authorities and stakeholders, the would-be 
beneficiaries: office@integralconsulting.ro 

mailto:office@integralconsulting.ro
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Appendix C.1 Congestion Charge 
 
Key Characteristics 

• A surcharge on people who travel with private vehicles in certain congested areas to 
encourage alternative transport modes or routes. 

• Raises additional revenue for transport projects whilst also improving environmental 
conditions, relieving congestion, and decreasing journey times for road transport. 

• Strong political support and public acceptability are key to the successful 
implementation of a congestion charge scheme.  

Brief Description  
A congestion tax or 
charge is a finance 
mechanism and 
mobility management 
strategy that 
surcharges users of 
public services as a 
result of excess 
demand. A congestion 
charge for transportation can include higher peak charges for use of public transport or road 
pricing to reduce congestion. It embraces a ‘stick’ approach to traffic management, using 
negative incentives to encourage users to change their behaviour. Congestion charging 
helps to manage demand, making it possible to control congestion without increasing supply.  

Background  
Congestion charging is based on Market Economics Theory, which believes that users 
should pay for the negative externalities caused by peak demand when there is a shortage of 
supply. The objective of this pricing mechanism is to make people are more aware of the 
costs when consuming during peak demand.  

Four general types of congestion charging for roads are usually recognised: 

• A cordon area around a city centre, with charges for passing the cordon line  
• An area-wide congestion price, which charges for being inside an area 
• A city centre toll ring, with toll collection surrounding the city, and  
• Corridor or single facility congestion pricing, where access to a lane or a facility is 

priced (Sintropher, 2015) 

An evaluation of the results of congestion charging in cities indicate that users commonly 
respond to congestion charging by:  

• Finding other routes to avoid being charged 
• Adapting by travelling during cheap or free hours 
• Carpooling to share expenses 
• Using other public transport modes 
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• Using Park & Ride facilities in order to enter charging area by public transport, or  
• Cancelling travel altogether or merging several trips into one (Zhili, Liu; Chunyan, LI; 

Cheng, 2009) 

Congestion Charging can be more far-reaching than other demand management schemes 
because it encourages users to change many aspects of their transport behaviour, including 
total number of trips taken, mode of choice, time of day, route, and destination. It can also 
affect longer term decision making, such as where people choose to live, work and do 
business  (de Palma, Andre; Lindsey, 2011). Improved public transport provision often 
accompanies the introduction of a congestion charge, which helps to absorb and encourage 
modal shift from congestion charging.  

While it generates moderate income for public investment, congestion charging has never 
been hypothecated to specifically fund public transit improvements. Any income generated is 
usually put towards a mixture of road repairs, operational expenses of the congestion 
charging system, and public transport (Sintropher, 2015). 

Congestion pricing has been successful in reducing congestion in metropolitan areas, but it 
is often controversial and unpopular. Critics of congestion charging maintain that it is 
inequitable, placing an unfair burden on surrounding communities or poorer drivers 
(Sintropher, 2015). Another common argument against congestion charging is that it will 
have a negative effect on retail businesses and economic activity in general. Many failed 
attempts to implement a congestion charge, such as those in Edinburgh, Manchester, and 
New York City, demonstrate the difficulty of limiting individual choice for the common good. 

Cordon Area Charge  
Cordon area congestion pricing involves a tax paid to enter a designated area, usually a city 
centre. It often forms part of a municipality’s larger demand management strategy of relieving 
traffic congestion within that area. This strategy supports the economic rationale that users 
should pay for the negative externalities of congestion, which include noise and air pollution, 
accidents, and increased journey times. 

Toll Ring or Corridor 
Congestion pricing can also be used on urban motorways and ring roads. Norway has 
pioneered the implementation of electronic urban road tolling along major corridors and now 
have over seventy years of experience in user-based tolls, that help fund urban 
transportation infrastructure. In Bergen, a medium sized city of 230,000 people on the west 
coast of Norway, motorists can only enter the city centre using a toll road, which creates a 
similar effect to a Cordon Area charge (Sintropher, 2015). 

Exemptions 
Most congestion charging systems have exemptions for particular types of vehicles, such as 
emergency vehicles, public buses, disabled vehicles, electric cars, and motorcycles. 
However, this is dependent on the authority in charge, and can vary. 

Attractiveness of Congestion Charging 
• As a source of substantial, additional revenue, congestion charging can be used to 

contribute funds for transport initiatives. This requires a specified contribution to 
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public transport, or a government commitment/budget outlining the uses of the 
congestion charge. 

• Encourages modal shift and a decrease in vehicle usage within designated 
boundaries 

• Reduces traffic congestion during charging hours, which allows for healthier 
environments and a safer urban core/region  

• Reduces the amount of fossil fuels consumed within the congestion charge zone 

Challenges and Risks 
• Acceptability is an overriding concern for congestion charging. The way that the 

impacts, in particular benefits, are perceived is critical.  
• Municipalities and national governments find it difficult to design a scheme that is 

effective as well as publicly accepted. This can result in original proposals weakened 
or watered down (Banister, 2003). 

• In order to generate substantial funds, vehicles need to continue to drive within the 
congestion charge zone; this contradicts the primary goals of congestion charging, 
which is to discourage individuals from driving. 

• Risk of traffic spilling over into areas outside of the congestion zone. 
• Implementation causes change in demand of other transport modes; transport 

planners must ensure that other alternative public transport services are provided 
and/or improved. 

• Without specified projects and funding initiatives, congestion charging provides a 
general source of funds for public projects, rather than public transport-specific 
initiatives. 

• Requires high capital and operational costs, however this can be offset by the income 
generated by the charge. 

• Requires national governments to enable congestion charging through legislation.  

Track Record  
The successful implementation of the congestion charge is currently limited to a few cities, 
including Singapore, London, Stockholm, Milan, and a few smaller cities such as Gothenburg 
in Sweden. Other cities such as New York City, Edinburgh, and Cambridge have considered 
schemes, but many have been rejected by authorities or by public referendum. While 
congestion charging is easy to implement in areas with strong existing public transport 
systems and successful alternative transport schemes, regions with strong car lobbies and 
low transportation market share tend to struggle with the implementing the scheme. Once 
implemented, however, these areas have greater returns and experience positive impacts on 
congestion and car use, especially if the scheme is implemented in tandem with transit 
improvements.  

There is no fixed method on how to set tolls, how much to charge, or how to spend the net 
revenues that are generated from a congestion charge. Cities that have successfully 
implemented a congestion charge have had different motivations, used different methods, 
and experienced different results. The following two case studies will explore these 
differences in greater detail. 
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Case Study I: London’s Congestion Charge   
London’s Congestion Charge is a daily charge for driving a vehicle within the charging zone 
in central London between 07:00 and 18:00, Monday to Friday. The daily charge is £11.50 if 
paid in advance or on the same day, £14 if paid the following charging day, or £10.50 via an 
automatic payment system. There are exemptions, for instance charging zone residents 
receive a 90% discount. Buses, taxes and electric vehicles and certain drivers, like the 
disabled, are also exempt.  

Drivers can pay in advance, on the day of travel or by midnight the following charging day. 
The tax may be paid directly on TfL’s website, over the telephone, or with the automated 
payment system called Auto-Pay. Auto-Pay records the number of days a vehicle travels 
within the zone each month and automatically deducts payment. If the charge is not paid, 
there is a penalty charge of £130, or £65 if the fine is paid within £14 days.  

Targeted Groups 
 Drivers and vehicle users accessing the Congestion Charge Zone (CCZ) are targeted. 
There are exemptions, for instance charging zone residents receive a 90% discount while 
certain vehicles are exempt, such as buses, taxies, and electric vehicles and certain drivers, 
like the disabled.  

Timeline  
The Congestion Charge was implemented in 2003. In 2010, the Western Extension of the 
CCZ was removed, after a local consultation voted 62% in favour of the removal. 

Technical Specification 
Whilst TfL is responsible for overseeing scheme, the day-to-day operation is sub-contracted. 
IBM is currently responsible for the operation of the system. Siemens Traffic Solutions 
operates the digital enforcement infrastructure, using ANPR cameras to track vehicles 
entering and existing the charging zone. The license plate numbers are recorded (with 90% 
accuracy) and then automatically checked against TfL’s list of payees. Those that have not 
paid are fined. If number plate has not been recognised, it is checked manually, which leads 
to some inefficiencies in the system.  

Stated Aims 
• Reduce the number of private vehicles entering central London during the day  
• To raise substantial net revenues 
• To facilitate greater use of transport alternatives (secondary objective) 
• To decrease emissions and improve safety (secondary objective)  

Benefits  
• Reduced vehicle emissions and congestion, which have stood the test of time. Traffic 

entering the charging zone is 27% lower than pre-charging conditions in 2002 
(Transport for London, 2017). 
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• Encouraged modal shift to public transportation and cycling, although it difficult to 
establish directly causality. Improvements in bus services accompanied the 
introduction of a congestion charge (Givoni, 2010).   

• TfL’s revenue from congestion charge for the fiscal year of 2014-2015 totalled 
£257.4m or 8.5% of the agency’s annual revenues. A third of this amount is spent on 
running the scheme, bringing the net income to £172.m for TfL (Mayor of London, 
2015) . Net revenue from the charge is ringfenced for further improvements to 
transport in London, although this is not earmarked specifically for public transport.   

• The introduction of congestion charging in London was part of a larger policy package 
that included increase investment in bus network and services.  

• Since 2010 (where Western Extension was removed), the congestion charge has 
remained and is now accepted as a general aspect of London life.  

Drawbacks  
• Congestion funds are not earmarked for sustainable transportation per se; but are put 

into a general transport financing pool 
• Generated revenue can sometimes be unpredictable  
• Western extension of the congestion charge was removed due to change in political 

leadership and lack of popularity of the scheme; making it initially susceptible to 
political cycles 

Assessment 
Congestion charging in London has been proven to be a successful funding mechanism and 
mobility management scheme. It has generated steady flows of money through a consistent 
and well-implemented programme, which has generated substantial net revenue for TfL that 
is reinvested into the transport system. The ANPR technology is effective in ensuring that all 
road users crossing into the congestion charge zone pay the toll, although there are some 
inefficiencies with the system.  

London’s congestion charge was, at least in part, successful because it was backed by a 
strong political champion, London Mayor Ken Livingstone. He incorporated the project into 
his campaign manifesto and worked hard to push the policy over his 4-year term. The 
original design of the charging scheme was somewhat weakened over time due to a strong, 
vocal minority of people who opposed the scheme. Even after the scheme was implemented, 
the western area of the charging zone was subsequently removed by the next mayor, Boris 
Johnson, which ultimately reduced the overall effect of the charge. This is evidence of the 
highly political nature of congestion charging, particularly when the idea or implementation is 
still fresh in people’s minds. Since the western area was removed in 2010, the congestion 
charge has remained intact and largely undisputed. 

Despite the overall success of congestion charging in London, the fact remains that this 
funding mechanism has not been earmarked for sustainable transport, but it has instead 
been funnelled into a consolidated fund for TfL. Some of the income therefore goes to road 
improvements, which is somewhat contradictory.  
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Case Study II: Gothenburg Congestion Tax   
Inspired by Stockholm, Gothenburg introduced a cordon-based congestion charging scheme 
in 2013. Gothenburg is different from other cities with a congestion charge, because it is a 
relatively small city with a population of around 500,000. Congestion is limited to a few 
motorway junctions, and public transport ridership is low (26% market share in Gothenburg 
compared to 77% in Stockholm) (Borjesson, Maria; Kristoffersson, 2014). Gothenburg is also 
less dense than Stockholm, and it is polynuclear with many offices located outside of the city 
centre. The city’s public transport system is predominantly trams and buses.  

What was key to project success was political acceptance within Gothenburg. Political 
support was achieved because of incentives created by the national government, who set up 
an infrastructure fund known as the West Sweden Package. This funding package would 
consist of funds from national government and requires matched funds from local/regional 
governments, and it would finance major infrastructure projects in the Gothenburg region. 
According to many local planners and politicians interviewed in (Hysing, Erk; Frandberg, 
Lotta; Wilhelmson, 2014), the municipality of Gothenburg long held the belief that it was not 
receiving a fare share of national investment in infrastructure, and believed this was reducing 
the city’s regional competitiveness within Sweden and globally. It became clear that 
revenues from a congestion charge would raise enough capital to unlock the matched funds 
from government in the West Sweden Package and help to increase competitiveness to the 
region.  

Gothenburg’s congestion charge can only be understood within this wider political and 
economic context. The municipality’s main motive for a congestion tax was to use the funds 
to finance infrastructure as part of a broader package of investments (Hysing, Erk; 
Frandberg, Lotta; Wilhelmson, 2014). Reducing congestion and environmental benefits, 
although important, were secondary concerns. Although 57% of people voted against the 
charge in 2014 in a consultative referendum, the municipality continued with scheme due to 
this political acceptability achieved by the West Sweden Package.   

Pricing Methodology and technology  
The Gothenburg congestion charge contains a cordon area. Charges are levied between 
6:00-18:30, Monday to Friday, and range from 8 SEK to 18 SEK, depending on the time of 
day (see Table C1). Vehicles are charged (using ANPR technology) when crossing the 
charging boundary in both directions. If a vehicle passes the cordon more than once in an 
hour, only the highest charge is paid. The maximum daily charge is 60 SEK. 

Table C1  Congestion Charge in Gothenburg 

Time (weekdays) Charge 

6:00-6:29 9 SEK 

6:30-6:59 16 SEK 

07:00-07:59 22 SEK 

08:00-08:29 16 SEK 

08:30-14:59 9 SEK 
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15:00-15:29 16 SEK 

15:30-16:59 22 SEK  

18:00-18:29 9 SEK 

18:30-05:59 0 SEK 

Source: Swedish Transport Agency 

Targeted Groups 
Cars, lorries and buses pay the congestion tax. There are exemptions, including buses with a 
total weight of at least 14 tonnes, emergency and military vehicles, motorbikes and mopeds. 
There are no exemptions for electric or other low emission vehicles – it is argued that they 
too contribute to congestion. Taxis are not exempt, either; because it is believed they benefit 
from the reduction in congestion (Swedish Transport Agency, 2017).   

Gothenburg’s low use of public transport (which is characteristic of smaller cities in Sweden), 
equates to a larger proportion of drivers paying the congestion charge than in Stockholm 
(Borjesson, Maria; Kristoffersson, 2014).  

Timeline  
The congestion charge was implemented in 2013, first as a trial. A referendum was held in 
2014, with 57% against the scheme. Gothenburg decided to keep the scheme despite the 
lack of initial public support. 

Technical Specification 
There are unmanned, electric control points at all entrances to the cordon. When a vehicle 
passes through the cordon, an ANPR camera takes a picture of the license plate. The picture 
is sent to the Swedish Transport Agency where the vehicle is automatically identified, and a 
bill is sent to the owner of the vehicle.  

Stated Aims 
• Raise substantial net revenue for infrastructure investments in the West Swedish 

Agreement, to be matched by the national government 
• Reduce congestion and decrease emissions; although these were secondary 

objectives to the first 

Benefits  
• Traffic within the charging zone decreased by 12%, although the predicted reduction 

was 18% (Borjesson & Kristoffersson, 2014). Additionally, travel times in existing 
bottlenecks were significantly reduced.  

• Morning commute travel times declined, especially on inner arterial roads. 
• Encouraged modal shift to public transportation.  
• Generates substantial revenue for the West Sweden Fund, which is partially used to 

improve public transport in the region which encourages modal shift. 
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• Euro 72 million gross revenue on the first year of operation; which was lower than the 
initial projections of 93 million, but nearly on par with Stockholm’s 76 million gross 
revenue in 2013 despite Gothenburg’s smaller size. 

• Public enthusiasm for the charge has increased as people have become more 
familiar with it. In 2015, over 55% supported the scheme, compared with 57% against 
in the 2014 referendum.  

• Although sustainability was a secondary concern to politicians, the sustainability 
agenda was aligned with a powerful political and economic coalition that eventually 
led to scheme implementation (Hysing, Erk; Frandberg, Lotta; Wilhelmson, 2014).   

Drawbacks  
• Low public support and acceptability of the scheme initially. This might be because 

the ‘moral agenda’ of environmentalism and reducing emissions was not emphasised 
to the public, whilst raising revenue for infrastructure was clearly the main goal of the 
scheme. 

• Net revenues from Gothenburg’s congestion tax feed into an infrastructure fund that 
is matched by the national government. This infrastructure fund includes the financing 
of roads, which contradicts the goals of reducing emissions and congestion by 
inducing demand (Hysing, Erk; Frandberg, Lotta; Wilhelmson, 2014). 

• Successful implementation of the scheme required top-down incentives from national 
government through the West Sweden Fund; the scheme may not have been 
successful without this. 

• No numerical target for traffic reduction was established at the beginning of the 
project. Many stakeholders believed they could just copy the design of Stockholm’s 
congestion tax, and did not initially take local  conditions into consideration 
(Borjesson, Maria; Kristoffersson, 2014) . 

Assessment 
The congestion charge in Gothenburg has been effective in reducing traffic (12% lower than 
pre-charge levels), with many commuters switching to public transportation. This may 
suggest a basic effectiveness of road pricing across metropolitan areas of varying density 
and transit coverage (Borjesson, Maria; Kristoffersson, 2014). In addition, public perceptions 
of the congestion tax have improved as people have become accustomed to the scheme.  

Poor public perception remained a key issue throughout the conception and implementation 
stages of the project. This can be attributed to a low baseline of public transport ridership, 
meaning a larger percentage of the population is charged on a frequent basis than other 
cities like Stockholm or London. It can also be attributed to poor perception management and 
public engagement carried out by the municipality.  

Revenues raised from Gothenburg’s congestion tax are fed into a larger investment package 
that is matched by the national government, bringing in a substantial amount of capital to 
finance major public transport and road infrastructure projects in the region. The political 
discourse surrounding the project largely focused on infrastructure funding and not 
environmental/congestion benefits, at least initially. (Hysing, Erk; Frandberg, Lotta; 
Wilhelmson, 2014) suggests that this narrative did not necessarily hurt the scheme, however. 
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Instead, the Gothenburg case shows how sustainability agendas can be aligned with 
powerful political and economic allies to achieve objectives that challenge the status quo.   

Congestion Charge and S-M Cities  
The case of Gothenburg shows that the congestion charge model has a high degree of 
transferability between larger and smaller cities with varying levels of public transport 
provision. 

• Congestion charge is suitable for small to large urban areas, although the amount of 
revenue raised will depend on the scale and pricing of congestion charging. 

• Implementing a charging scheme will only be possible if there is a medium to high 
baseline of public transport ridership; otherwise public transport provision must be 
dramatically improved. 

• Proven to be effective in encouraging modal shift while gaining funds for transport 
initiatives. 

• Congestion charges require relatively high capital costs, which can be difficult for S-M 
cities to absorb. However, these costs can be offset by income generated by the 
congestion charge; but this needs to be managed carefully.   

Guidelines for Implementation  
• The amount charged should correspond to the type of urban vehicles and their 

contribution to traffic congestion. 
• Finding the right tariff will require close consideration, as it must be high enough to 

encourage behaviour change, but it must not be too high to encourage heavy 
opposition.  

• Using effective communication and marketing will garner support for the scheme. It is 
particularly important to get this right at the front-end of the project, as public 
expectations need to be managed early.   

• A congestion charge will only be affective if it is combined with improved public 
transport services and an increased focus on walking and cycling initiatives.   

• Hypothecate congestion charge revenues, so that they are spent directly on 
improving the city or region’s public transport system. This will help to garner public 
support and further encourage modal shift.  

• If not done already, national governments might be required to create new legislation 
to enable municipalities to implement a congestion charging scheme. Once this has 
been achieved, national governments can work closely with municipalities to create 
top-down incentives, e.g. the West Sweden Fund which helped drive local political 
support for the scheme. 

• Form powerful coalitions between economic, political, and environmental groups in 
order to build momentum. This can be particularly tricky, as major stakeholders often 
have different expectations and desired outcomes.  

• Congestion charging can easily create more problems, e.g. by shifting congestion to 
neighbouring areas. A meta-analysis of the city’s transport system and a strategic 
modelling exercise is required in order to take local conditions into consideration.  
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Summary  
Congestion charging is an effective way of encouraging modal shift, decreasing congestion, 
and curbing private vehicle use. Although a charging scheme would require substantial 
capital investment, revenue received from the charges can eventually cover these costs, if 
designed correctly. Current proposals for congestion charging systems exist in the United 
States, Europe, Brazil, and China, with primary objectives of decreasing traffic congestion 
and emissions from private vehicle usage. However, congestion charging has yet to become 
a purely public transport funding scheme. Very few schemes have ringfenced their revenue 
to fund sustainable transport specifically. This presents an opportunity for S-M cities who 
want to innovate and are serious about driving the sustainable transport agenda forward. 

Congestion charging requires strong political will and public acceptance, and cities with 
higher personal vehicle usage rates might struggle with implementation. Examples of failed 
attempts include cities such as Hong Kong, New York, Manchester, and Edinburgh, among 
others. The majority of these proposals were rejected when put to local council vote or to 
public referendum. This is evidence of the difficulty of challenging the status quo of car-
oriented policies and thinking, and the importance of public perception management and 
stakeholder engagement. Gothenburg and London implemented congestion charges 
independent of public opinion, but instead had strong political support. The case of 
Gothenburg, in particular, demonstrates how powerful economic and political coalitions can 
bring about successful scheme implementation.  

S-M cities can learn from the successes and failures of past schemes, including but not 
limited to the case studies of this report, Gothenburg and London. The most important 
lessons learnt from the two case studies are:  

1. Congestion charge is a direct challenge to the status quo of car-oriented 
transportation planning. Its implementation will require strong political leadership  

2. Manage public perception – early, affectively, and consistently throughout the project  
3. Secure political and economic support – through national incentives, vertical 

partnerships, and the creation of powerful coalitions  
4. Hypothecate the tax to fund sustainable transport within the city and communicate 

these direct benefits to the local population  

Useful Links 
Congestion Charge – Transport for London 

https://tfl.gov.uk/modes/driving/congestion-charge 

Urban Access Regulation in Europe - Göteborg (Gothenburg) - Charging Scheme 

http://urbanaccessregulations.eu/countries-mainmenu-147/sweden-mainmenu-
248/goeteborg-charging-scheme 
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Appendix C.2 Municipal Green Bonds 
Key Characteristics 

• Green Bonds is a financial instrument that enables institutional investment for 
projects with environmental benefits.  

• Green Bonds are especially attractive to investors who incorporate Environmental, 
social and governance (ESG) criteria (the three indicators which measure sustainable 
impact of investments) into their investment analysis  

• Green Bond Principles (GBP) eligibility criteria includes green transportation projects 
such as “electric, hybrid, public, rail, non-motorized, multi-modal transportation, 
infrastructure for clean energy vehicles and reduction of harmful emissions” (ICMA, 
2016). 

• Green municipal bond for sustainable transport projects could potentially attract 
investors that are not typically interested in investing into municipal bonds and allow 
residents to invest in sustainable mobility projects in their own communities. 

Brief Description 
In financial markets, a bond is categorised as a debt 
instrument, which allows the issuer to raise capital 
from investors. The issuer of a bond owes the bond 
holder a debt, of which he is required to 
pay interest and/or to repay the principal at 
the maturity date. Due to fixed returns bond 
generally have a lower risk profile compared to 
equity instruments. This make bonds more 
appealing to institutional investors who are attracted 
to steady pay-outs over an investment timeframe. 

Green bonds differ from other bonds because they can be only used to finance projects that 
work towards climate change mitigation and resiliency, which includes sustainable mobility 
initiatives and projects. Municipal bonds are debt securities issued by national governments, 
local authorities, regional bodies, and other governmental agencies to finance day-to-day 
operations and new projects. 

Many investors are attracted to green bonds because of their strict due diligence and 
transparency. The issuer of green bonds is subject to strict regulations and must prove to 
investors how ‘green’ the projects are. Green Bonds are particularly attractive to investors 
who make decisions based on ESG criteria, pursue environmental agenda and/or have a 
separate asset class for climate-focused investments (Reichelt, 2010). Purchasers of green 
bonds include private and public investors, pension funds and insurance companies. 

Background 
The first green bonds were issued by the European Investment Bank in 2007 and World 
Bank in 2008. Other multilateral development banks, private corporations and national 
governments have joined the market. 

https://en.wikipedia.org/wiki/Interest
https://en.wikipedia.org/wiki/Maturity_(finance)
http://treasury.worldbank.org/cmd/htm/Chapter-2-MDBs-and-Green-Bonds.html
http://treasury.worldbank.org/cmd/htm/Chapter-2-MDBs-and-Green-Bonds.html
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The global green bond market has experienced a rapid growth in recent years as a response 
to increased attention from investors. Total issuance increased tenfold from $3bn in 2012 to 
$35bn in 2014 (Climate Bond Initiative, 2017). As of 2016, the labelled green bond market 
was valued at $118bn (Climate Bonds Initiative, 2016). 

Transportation dominates the environmental bond market, with 71% involving low carbon 
transport projects, largely due to the activity of large, often state-backed rail entities (Climate 
Bond Initiative, 2017). However, only a fraction of these are explicitly labelled as ‘Green 
Bonds’.  

The Green Bond Principles (GBP), developed and published by International Capital Market 
Association (ICMA), is a voluntary guidance to bond market participants. The GBP explicitly 
recognize several categories of clean transportation as eligible green projects including 
electric, hybrid, public, rail, non-motorized, multi-modal transportation, infrastructure for clean 
energy vehicles and other strategies for reducing harmful emissions (ICMA, 2016). 

Municipal Green Bonds 
Municipal green bonds are in many respects similar to ordinary municipal bonds. The key 
difference is that they are issued to finance projects that contribute towards climate change 
mitigation.  

The first bonds issued explicitly as ‘green’ by a municipality/city were issued in 2012 by the 
French regions Île-de-France, Nord-Pas-de-Calais and Provence-Alpes-Côte d’Azur. Since 
then, municipalities from around the world have entered the market and now make up a 
significant proportion of the green bond market. Non-US municipalities/cities/regions have 
issued over $6bn in labelled green bonds since 2012, with multiple issuances from Île-de-
France, City of Gothenburg, Stockholm Lans Landsting and others. 

The US municipal bonds have historically been used to finance large-scale, capital intensive 
transportation projects and operational expenses in states and cities since early 1990s. It is 
estimated that the total current value of outstanding US municipal bonds held by investors is 
close to $3.7 trillion. Since 2013, when the first Muni Green Bond was issued, driven by 
consistent and strong interest from investors the market has grown rapidly with $2.5 billion 
worth being sold in 2014 (Green City Bonds Coalition, 2017). The issuance of the first US 
Green Municipal bonds into market was a game-changer because of the scale of the US 
market and the future potential. 

 

Attractiveness of Municipal Green Bonds 
• Attractive to investors who want to achieve a stable return whilst also supporting 

green development projects. It is especially attractive to investors who incorporate 
environmental, social and governance (ESG) into their investment analysis. 

• Green bonds encourage investment into sustainable transportation projects such as 
electric, hybrid, public, rail, non-motorized, multi-modal transportation, infrastructure 
for clean energy vehicles and reduction of harmful emissions. 

• Investors value the transparency of Green Bonds. 
• Green municipal bonds issued for sustainable transport projects can attract investors 

that are not typically interested in investing into municipal bonds.  
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• Residents can invest in green bonds to encourage sustainable mobility projects in 
their own communities. 

• They can be used to fund or co-finance major projects and their operational 
expenses. 

• Green bonds can be used to bundle smaller green projects to increase scale and 
their attractiveness to investors. 

• Collaboration between different municipal departments for the sake of municipal 
green bond issuance could have an addition benefits for local authorities. 
Municipalities that undertook this exercise found it been useful for aligning local 
government as an institution around sustainability agenda. 

Challenges and Risks 
The green bond market in general, as well as the municipal green bond market for 
sustainable transport projects, faces a range of specific challenges, including: 

• Lack of standards and a universal definition 
• Lack of information and market knowledge for local authorities, national governments, 

and investors 
• Lack of clear risk profile associated with specific green investments (Cochu et al, 

2016) 
• Subnational governments such as city municipalities generally have lower credit 

ratings than national governments, as their default risk is considered to be higher 
(Cantú and Liu, 2010) 

• Local governments often lack legislative power to access the bond market. This could 
require national governments to establish new legislation to allow the issuance of the 
municipal green bonds 

• The cost of issuance could be high (up to US$50,000) 
• Issuance of green municipal bond require capacity and knowledge which small and 

medium municipal authorities often lack 
• More suitable for medium and large rather than small cities due to the additional 

costs, know-how and demand on resources  

Table C2 identifies risks that S-M cities could face when attempting to use green bonds for 
funding of transport and mobility projects and provides potential mitigation measures to 
address this risk.   

Table C2  Risks Facing S-M Cities 

Risks Mitigation  

• The smaller scale of projects and the 
smaller size of municipalities could create 
barriers to required scale to attract 
investors.  

• S-M cities could use a “club or pooled 
issuance” approach by issuing a bond on 
behalf of several municipalities. 

• Green bond investments need to match 
issuance of green bonds, meaning demand 
for the bon should meet the supply.  

• Tax incentives and tax exemptions for 
investors 

• Credit enhancement 

• Many of the municipalities do not have • Co-operation with national governments, 
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Risks Mitigation  

investment grade credit ratings or have a 
low credit rating. 

which could include guaranties 
• Credit enhancement 

• Perceived risk of default • Credit enhancement 
• Public entities can share risk with investors 

 
Costs and capacity requirement 
Compared to conventional bonds, municipal green bonds have additional transaction costs 
because issuers must track the projects to ensure the proceeds are used appropriately. This 
includes identifying whether a transport project qualifies as green. Additional work is then 
required to track the use of proceeds and reporting this information to investors. Thus, 
issuing green bonds could potentially generate extra work for municipal civil servants. 

Third-party validations to assess municipal bonds compliance with “greenness” criteria also 
increases costs. The Climate Bond Initiative estimates the cost of an independent review at 
between US$10,000 and US$50,000 (approximately between 8,000 and 42,000 Euro). 

A municipality might also consider developing a green bond framework for eligible projects, 
which would require additional time and resource investment. Ideally, the framework would 
be verified by an external party, which would also require additional expense. 

For a one-off project, third party verification of projects’ compliance with publicly available 
standards, such as Climate Bonds Standard is usually cheaper than developing and bespoke 
investigation of green bond framework. However, municipalities which are planning to rely on 
green bond to fund a more substantial portion of their sustainable mobility budget should 
consider investing into a framework.  

Track Record  
While multilateral development banks are still main drivers of the green bond market, 
national and local authorities are also becoming major players and taking the market to a 
new level. An increasing number of municipalities and subnational governments raise funds 
by issuing green bonds. Municipalities are currently the second largest issuer of green 
bonds, with 15% share of the total issuance (Cochu et al., 2016).    

Green bonds are used to finance projects a range of projects. Transport is still a relatively 
small theme in the green bond market, as bonds issued solely for transport projects are a 
more recent feature of the green bond market.  

Toyota’s issuance of bonds for financing electric and energy efficient vehicles in 2014, was 
the first green bond solely for transport. Since then transit authorities such as Transport for 
London in 2015 and, in 2016, the New York Metropolitan Transportation Authority (MTA) and 
local municipalities such as the Council of Paris (Conseil de Paris) entered the market. 

Case studies  
New York MTA, US 
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New York MTA issued a $782m green bond in February 2016. Certified by the Climate 
Bonds Standard, the bond finances the renewal and upgrade of rail infrastructure in New 
York City metropolitan region. It has proved a great success, especially with local retail 
investors. 
Puget Sound, US 
The municipality of Puget Sound in Washington State issued the largest municipal green 
bond ever, totalling $943m in 2015. It is being used to finance public transit investments for 
the Seattle region, including improvements to heavy and light rail and bus services. 

Municipality Finance, Finland 
In September 2016, Municipality Finance Plc (MuniFin) became the first Finnish issuer of an 
international green bond, issuing $500 million green bond to finance environmentally friendly 
projects in the public sector in Finland. The issuance the five-year bond was very successful 
and was even over-subscribed. 

Council of Paris, France 
In 2015, the Council of Paris (Conseil de Paris) issued a EUR 300 million green bond for low-
carbon transport, energy efficiency and climate adaptation. Paris has committed funds to 
finance current and future projects, rather than to refinance completed projects. The City will 
report annually on the allocation of the funds and performance of selected projects using the 
ESG criteria (Cochu et al, 2016). 

TfL, UK 
Transport for London (TfL), the urban transport authority responsible for overseeing the 
investment and operation of Greater London’s transport system, began issuing Green Bonds 
in 2015 to help finance projects that fit into five green project categories (TfL, 2015). This 
initiative helps to support the objectives of TfL’s corporate environmental framework, which 
aims to reduce air pollution in the city and preparing for potential climate change effects.  

Municipal Green Bonds and S-M Cities 
There is a growing recognition that Green Bonds are contributing toward the financing of 
Europe's climate and environment goals (European Commission - Press release, 2016).  In 
addition, using Green Bonds to fund sustainable transportation and mobility can offer a 
number of benefits to S-M cities. 

• Green bonds allow municipalities to grow and diversify their investors base by 
attracting investors that may not otherwise consider participating in the municipal 
bond market. This includes investors and individuals who incorporate environmental, 
social and governance (ESG) into their decision-making process, investment funds 
that have climate mandates, as well as other institutional investors searching for way 
to earn income whilst supporting environmentally friendly initiatives.  

• Green Bonds can reinforce a city’s commitment to long-term sustainable mobility, 
while also providing a channel for residents to invest in sustainable transport projects 
in their own communities. 

https://www.environmental-finance.com/content/news/finlands-first-green-bond-is-oversubscribed.html
https://www.environmental-finance.com/content/news/finlands-first-green-bond-is-oversubscribed.html


D4_Task 4.1_Guidelines to Innovative Financing: Appendix C 
 

 

27 

 

• It can increase collaboration between different department within a municipality 
(particularly between finance, transport, and environment departments), and between 
different levels of government (national, regional, and municipal).  

• In the long run, the increased availability of green finance could potentially lead to 
greater internal focus on sustainable mobility projects (Green City Bonds Coalition, 
2017).  

• Municipal green bonds can make up for the shortfall of capital needed for small and 
medium city governments to finance climate-friendly infrastructure.  

The Climate Bonds Initiative Taxonomy identifies following assets and programmes that are 
suitable for green bonds. For S-M European Cities, the most relevant programmes include:  

• System improvements that optimise the efficiency of the existing network  
• All modes of public transit, particularly urban rail and bus rapid transit (BRT) and its 

associated infrastructure 
• Alternative (low carbon) energy refuelling distribution infrastructure such as electric 

charging points  
• New and innovative solutions to public transport such as ropeways and cable cars 
• Technologies that encourage behaviour change (such as qualifying carpool clubs, 

bicycle sharing systems, etc), and 
• Better integration of different modes of transport (Climate Bond Initiative, 2017) 

Guidelines for Issuing Municipal Green Bonds  
The Climate Bonds Initiative has partnered with other organisations, such as C40 Cities and 
Ceres, to develop guidelines that provide a step-by-step guide for issuing municipal green 
bonds. This section outlines these guidelines which could be used by small and medium 
cities considering issuing municipal green bonds for sustainable transport and mobility 
projects.  

Step 1: Identify qualifying and suitable green sustainable transport and mobility projects 

Step 2: Arrange an independent, third party review 

Step 3: Set in place procedures for monitoring and reporting 

Step 4: Issue municipal green bond 

Step 5: Monitor use of proceeds and report annually  

Step 1: Identify qualifying green sustainable transport and mobility 
projects 
A guidance providing high level categories for eligible projects has been prepared by ICMA. 
This voluntary process guidance sets out broad green asset categories and provide issuers 
with guidance on the key steps for launching credible and successful green bonds (ICMA, 
2017).  

Climate Bonds Initiative also prepared a background paper outlining the eligibility criteria for 
low carbon land transport. The document lays out a set of criteria for certifying low carbon 
and sustainable land transport projects and assets (Climate Bond Initiative, 2017). 

https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/GreenBondsBrochure-JUNE2017.pdf
https://www.climatebonds.net/files/files/Low%20Carbon%20Transport%20Background%20Paper%20Redraft%20Final%20Feb%202017%20(2).pdf
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Step 2: Arrange independent review 
Investors interested in investing into municipal green bonds require assurance that the green 
investments are truly green. For this reason, cities issuing green bond should consider 
independent reviews to ensure investor confidence in funded projects. Certifying a bond’s 
green credentials can be done using the Climate Bond Standards certification. Bond 
reviewers can also help identify green assets and projects and help local authorities with 
Step 1.  

Step 3: Set in place procedures for monitoring and reporting 
Transparency and full disclosure of how funds are allocated is essential for municipal green 
bonds. The issuer will need to develop procedures for tracking and reporting on the use of 
proceeds. Tracking and reporting is required to demonstrate to investors that all proceeds 
are used for green projects, and that the amount invested in assets or projects is not less 
than the amount of the issued bonds. 

Step 4: Issue green municipal bond 
The steps for issuing green municipal bond as similar as for issuing conventional bonds: 

• Work with a bank or adviser to structure the bond 
• Price and market the municipal green bond. 

Step 5: Monitor use of proceeds and report annually 
A report outlining how the funds have been allocated should be made public. The report 
should review the use of the proceeds, highlighting the environmental impacts to date. 
Reports should be available to the public and ideally easily found and accessible, such as on 
the issuing municipality website (Green City Bonds Coalition, 2017). 

Additional recommendations for S-M cities 
• S-M cities who lack expertise and capacity to issue green bonds could partner with other 

municipalities and/or the national government.  
• Cooperation across municipal departments is a crucial to success.  For example, the 

finance department must work closely with the transportation and environment 
departments.  This could present a challenge for municipalities and local authorities 
where this sort of cooperation is not common.  

• Subnational governments such as city municipalities generally have lower credit ratings 
than their national governments, as their default risk is considered to be higher (Cantú 
and Liu, 2010). Therefore, some form of cooperation with national and regional 
governments should be considered. This would help to lower the perceived risk for 
investors. 

Small and medium cities can improve attractiveness of the green bonds by addressing some 
of the perceived risks for potential investors. 

Tax Incentives  
Tax incentives can be used to encourage investment into green bonds with a relatively low 
impact on public finances. Incentives help reduce costs for investors and thus improve the 

https://www.climatebonds.net/standards/about
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attractiveness of green bonds. Some national governments such as the U.S., have 
established tax-exemptions for municipal bonds. Over 80% of the U.S. municipal bond 
market is tax exempt (Dai (Lily), Weihui et al, 2016). Interest on US municipal bonds is 
exempt from federal income tax, and bond coupons are usually exempt from state tax (Jason 
Appleson, Eric Parsons, 2012). As a result, up to 50%  of US municipal bonds are bought  by 
individuals (Climate Bonds Initiative, 2016). 

This incentive can be replicated to apply to green bonds issued by S-M European cities to 
fund sustainable transport and mobility plans. However, a corresponding regulatory 
framework will need to be established at the local, regional, national and EU level, need to 
exist or would be required to be developed.  

Credit enhancement 
The higher investment risks associated with green transportation and mobility projects can 
act as a deterrent for institutional investors. Credit enhancement includes financial methods 
that are designed to lower the risk for investors. This includes sharing investment risks with 
investors to improve the risk-return profile and make green bond financially competitive. 
Credit enhancement could allow a wider range of project and municipalities (issuers) to be 
more attractive to investors. 

Transparency  
To increase investor confidence cities can carry out independent review to validate 
“greenness” of potential green projects. 

This can be done by validation through the second opinion model or by verification against a 
set of existing standards. In the second opinion model, issuers validate their green label by 
getting an external second opinion on their green bond framework for eligible projects, their 
processes for management of proceeds and reporting process. In the verification model, 
independent reviewers check compliance against the standard’s criteria, such as the Climate 
Bonds Standard. 

Summary 
Municipal Green Bonds are a viable financing mechanism which can contribute to the 
sustainable mobility agenda of S-M European cities. Local authorities are becoming major 
players in the green bond market and an increasing number of municipalities and subnational 
governments are now raising funds by issuing green bonds.  

Potential challenges faced by S-M cities include the small scale of projects, lack of 
investment grade credit rating and perceived risk of default. These challenges can be 
mitigated by using “club or pooled issuance” approach by issuing a bond on behalf of several 
municipalities, providing tax incentives and tax exemptions for investors, using credit 
enhancement methods and by municipal authorities sharing pierced investment risks. 

Compared to traditional bonds the municipal green bonds have additional transactions cost 
due to the increased need for monitor and reporting, as green bond issuances should be 
cheaper as issuers can use the same framework for identifying green projects and assets as 
well as the same independent reviewer and the same processes for managing proceeds and 
reporting. 
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Despite challenges and additional costs, municipal green bonds could offer significant 
benefits to S-M cities, providing access to new sources of capital to finance climate-friendly 
infrastructure. Municipal green bonds can attract private capital and investors who are not 
typically interested in investing into municipal bonds and allow residents to invest in 
sustainable mobility projects in their own communities. In the long run, the increasing 
availability of green finance could potentially lead to stronger internal emphasis on for 
sustainable mobility projects and enhanced collaboration between different departments 
within a municipality. 

Useful Links 
How to Issue a Green Muni Bond: The Green Muni Bond Playbook 

https://www.climatebonds.net/files/files/Green City Playbook.pdf 

City of Gothenburg - Green Bond framework 

http://finans.goteborg.se/en/greenbonds/green-bond-framework/ 

The Green Bond Principles (GBP), 2017 

https://www.icmagroup.org/assets/documents/Regulatory/Green-
Bonds/GreenBondsBrochure-JUNE2017.pdf 

Climate Bonds Standard 

https://www.climatebonds.net/files/files/Climate%20Bonds%20Standard%20v2_1%20-
%20January_2017.pdf 
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Glossary 
Bond: A debt investment or security in which an investor loans funds to an entity for a 
defined period of time at a rate of interest.  

Credit rating: The evaluation of a credit risk of a debtor, predicting their ability to pay back 
the debt  

Green bond: A green ‘labelled’ debt security that is linked to green projects, goods or 
services.  

Green bond market: the market of labelled green bonds.  

Municipal bonds: Debt securities issued by states, cities, regional bodies, and other 
governmental entities to fund day-to-day obligations and to finance capital projects 

Use of proceeds: The green projects underlying the green bonds 
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Appendix C.3 Crowdsourcing  
Key Characteristics 

• An alternative finance model that uses micro-financing and crowdsourcing to fund 
community projects that tend to have a high social impact. 

• Project initiators are most often local citizens who develop and publicise their ideas 
on internet-based platforms. These platforms also handle the financial transactions of 
the crowdsourcing which helps to increase transparency. 

• Increasingly, governments are making use of ‘match-funding’, where they match 
funds to projects that have been successfully crowdsourced. 

• Crowdsourcing is best suited to fund smaller-scale, high social impact projects – 
which means there is a high degree of potential for crowdsourcing in small to medium 
sized cities.  

• There are three types of crowdfunding particularly suited to civic projects: Donation 
based, rewards based, and community shares 

Brief Description 
Civic crowdfunding, also known as 
‘public subscription’, is centred 
around four main concepts: 
crowdsourcing (collectively reaching 
a project goal), crowdfunding 
(microfinancing from the crowd), the 
internet (online platforms where 
projects are publicised and funds 
are raised), and civic- and social-impact focus (FCC, 2017). Projects are showcased on an 
online platform where funds are also tracked and collected. Increasingly, local authorities are 
making greater use of civic crowdfunding platforms to support and co-fund/match-fund 
citizens in their initiatives to develop, fund and deliver local improvement or community 
service projects. 

Background  
Previously popularised as ‘public subscription’, crowdfunding for civic projects is not a new 
phenomenon. Many statues and monuments around the UK and the US, for instance, were 
funded using community micro-financing. Frequently referenced as a crowd-funding initiative 
is the Statue of Liberty, whose granite pedestal was crowdfunded after it became clear that 
the U.S. Congress nor the City of New York could come up with the funds. In order to make 
the purchase possible, a newspaper owner in 1984 ran a half-year campaign which raised 
$100,000 from 120,000 contributors.  

Fast forward to the 21st century – where online platforms, such as Indigogo and Kickstarter, 
have popularised the modern form of crowdfunding, where money for projects and products 
could be crowd-funded online as an alternative to traditional investment mechanisms. Civic 
crowdfunding has developed as subdomain of online crowdfunding, becoming a way for 
citizens to develop and finance their own community projects and services. Civic 
crowdfunding initiatives tend to be smaller and more local than projects funded by local 
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municipal authorities. In the transportation realm, civic crowdfunding projects have tended to 
focus on public realm improvement project.  

There are three general types of crowdfunding appropriate for civic crowdfunding:   

• Donation-Based – Where project donors simply donate money without receiving 
any direct rewards in return.  

• Rewards-Based – Money raised is not paid back to donors. Instead, the business 
awards them with rewards. An example is the Luchtsingel crowdfunded 
pedestrian bridge in Rotterdam, where donors’ names were permanently 
inscribed into the bridge in return for a minimum of 25 EUR donation.  

• Community Shares – are ‘a form of withdrawable share’ where you can buy equity 
for community projects. This type of crowdfunding is most often issued by social 
enterprises, cooperative and charitable societies, who strict rules and make use 
of asset locks to prevent speculation and appreciation  (Future Cities Catapult 
(FCC), 2017).  

Other possible, but not as popular types of civic crowdfunding are equity-based and 
revenue/profit-sharing which allow for traditional investment and the buying of securities. 
These are less popular forms of crowdfunding not only because they are subject to stricter 
financial regulations, but also because it is a commonly held belief that social enterprises 
should not allow for financial speculation and shareholders.     

Match-funding 
Throughout Europe, institutional funders, particularly local authorities, as well as private 
charities and companies, are beginning to partner with certain civic crowdfunding platforms 
to enable, encourage, and even co-finance civic crowdfunding projects.  This is often 
achieved through a mechanism called ‘match-funding’, where authorities and institutions 
agree to fund a percentage of a project. Institutions often set pre-established criteria for a 
project to receive funding. They also require a project owner to raise a substantial amount of 
the project funding from the crowd before match grant funds are committed. This sort of 
collaboration is an ‘interesting evolution of the civic crowdfunding model, combining bottom-
up ideas and small donations from citizens, with top-down institutional funding’’ (FCC, 2017).   

Attractiveness of Crowdfunding  
• Crowdfunding is well suited for small-scale projects that have a social purpose and 

have short-duration periods where impacts can be realised relatively quickly. 
• Provides an alternative to the ‘rigid and complex engagement mechanisms’ currently 

available to citizens (Future Cities Catapult (FCC), 2017) 
• Encourages active, citizen participation which gives people a sense of ownership 

over their projects and their public spaces. It also creates new interfaces between 
citizens, organisations, and public authorities. This helps to builds more resilient and 
cohesive communities. 

• Crowdfunded projects tend to reflect community values and demand, and not just the 
interests of specific community groups or local politicians.  
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• Allows for more innovation whilst reducing the risk of failure, as the projects are 
already proven to be popular and the projects are not debt based (Miglietta, Angelo; 
Parisi, Emanuele; Pessione, Matteo; Servato, 2013) 

• Since local authorities are often restricted in terms of the types of projects they can 
fund, civic crowdfunding opens up new possibilities.  

• The financial benefits of civic crowdfunding are often the most enticing aspect of this 
financing mechanism. However, there are significant social benefits, including 
increased community engagement and improved mental health, often become as 
important than the financial gains (Future Cities Catapult (FCC), 2017) 

Since citizens often have the desire for greater participation in the planning process 
(including greater say in budget allocation and decision-making), civic crowdfunding has 
the potential to transform citizen participation and challenge the status quo of 
transparency and democracy in local government. Crowdfunding allows for citizens to be 
more active role in the planning of their communities, giving them the capabilities to lead 
and/or become involved with projects that reflect their own visions and values (FCC, 
2017).  Civic Crowdfunding can create new interfaces and partnerships between citizens, 
communities, businesses, and public authorities – relationships that may not exist under 
the current system of top-down budget allocation and decision-making. If governments 
work closely to monitor and regulate crowdfunding projects and platforms, they can 
encourage certain projects through themed grants or can leverage funds to contribute to 
larger infrastructure projects. 

Challenges and Risks 
• Critics may argue that councils will cut public spending for public spaces and 

community projects as a result of increased crowdfunding activity. This is of particular 
concern to communities with less resources, who lack the capital, time and 
mobilisation to take on crowdfunding initiatives.  

• Crowdfunding projects often rely on large contributions from businesses or 
foundations. But this does not necessarily weaken the model – enthusiasm from 
many smaller contributions can lead to generosity from larger donors (The 
Economist, 2013) 

• Crowdfunding must operate within the legal framework of national and local 
governments. This can require strong cooperation between different governing bodies 
and strategic alignment of objectives (Miglietta et al., 2013).  

• Local governments who match funds through civic crowdfunding platforms need to 
ensure that the platforms themselves are legitimate and have proper controls. 
Otherwise, crowdfunding may be non-compliant with transparency and efficiency 
standards.  

• Since this is a new financing mechanism, there is a lack of knowledge about 
crowdfunding and how best to use it from both the general public and government.   

• Not yet suitable for financing long-term programmes or major infrastructure that 
requires major capital. However, in future, governments may find new and creative 
ways to use crowdfunding to supplement larger projects.  

Track Record  
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Online Civic Crowdfunding is a relatively new finance mechanism, so it is in the early stages 
of development, with only few detailed case studies currently available. However, the market 
is growing rapidly in Europe, with municipal authorities of medium to large cities in the United 
Kingdom leading the way.  

In the transport sector, most examples of civic crowdfunding platforms involve public realm 
improvements such as new walkways, squares, and public gardens, rather than major 
transport infrastructure projects.  

Case Study: Spacehive, UK  
Spacehive is a donation-based civic crowdfunding portal that ‘works with people, companies 
and councils to build up an ecosystem of funding’ for community projects that specifically 
involve public and community space in the built environment (Spacehive, 2017).  

Spacehive provide the software services for crowdfunding alongside guidance and support to 
both project owners, community organisations, and governments. Project creators use the 
Spacehive platform to develop their community project plans, build support within the 
community and collect funding from the Crowd. Meanwhile, councils, foundations, and other 
organisations can offer grants on Spacehive to match-fund projects that fit certain criteria or 
align with strategic objectives.  

The largest Spacehive crowdfunding projects typically ‘aim to rejuvenate, restore or 
repurpose existing buildings and infrastructure’ (Spacehive, 2017).  

How the Platform Works  
Each Spacehive project requires a project leader and a project manager. The project leader 
creates a project profile on the website where they develop a business plan and a project 
management plan. The online project profile then becomes the platform where the project is 
eventually marketed to the public and where donations are collected, and grants received.  

In order to receive funds and ensure successfully project delivery, each project is asked to 
prove the competency of the Project Manager, establish a contingency fund, and 
demonstrate that the funding estimates are appropriate.  Spacehive has a thorough, third-
party verification process, where the financial plan is checked for feasibility. This process 
increases trust and ultimately acts as a quality check that provides assurance to the crowd, 
other donors and grant providers. Spacehive also requests that project leaders seek out 
financial backing from charities or trade associations to verify that the venture has strong 
support and is beneficial to the community (Economist, 2013).  

Spacehive requires each project to set a target for funding based on this funding plan and 
the verification process. The campaign can collect the stated amount and no more. As soon 
as the project leader hits their target, the campaign ceases – this is known as an ‘all-or-
nothing’ approach. 

Councils, grant-makers and companies can partner with Spacehive to fund projects and 
collaborate with other people and other organisations. Spacehive has a ‘grantmaker’ 
platform, whereby these institutions post their grants with details and specific parameters. 
Spacehive automates the process of finding matches for these grants based on the 
community projects that have been brought online.  This functionality is customisable – so 
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organisations are able to ask questions to fund applicants and ensure that their theme 
matches up with the project theme. This functionality also has impact reporting built into the 
service, which leads to higher impact projects and reduced administrative costs for local 
authorities. 

Spacehive has also pioneered ‘Movements’ (campaigns that are being run in a given 
geographic area or have a similar theme) are grouped together onto a shared platform 
(Spacehive, 2017). Movements can be created by local authorities and community 
organisations to build powerful coalitions around several projects. This helps to increase 
overall impact of individual projects, build more powerful networks, and helps project 
initiators tap into existing resources. Spacehive’s largest Movements include the London 
Mayor’s Civic Crowdfunding Pilot Programme and ‘Our Manchester’, which are crowdfunding 
regeneration initiatives led by the municipalities of both cities. 

Mayors Civic Crowdfunding Programme   
The Mayor’s Civic Crowdfunding Programme encourages – with strict oversight - Londoners 
to propose regeneration project ideas on Spacehive. The intention of these crowdfunding 
projects is to supplement ongoing regeneration efforts in the city, rather than to replace them. 
This programme is the first ever initiative led by a mayor of a major European city to fund 
civic community projects through a centralised crowdfunding platform ((Future Cities Catapult 
(FCC), 2017)F. This initiative is led by the Mayor’s regeneration team within the Greater 
London Authority (GLA) in close collaboration with potential and current project leaders and 
Spacehive.  There have been two rounds of funding so far, with the Mayor having already 
backing 57 projects across the capital amounting to £800,000 as of September 2017 
(Spacehive, 2017a). Backed projects have been diverse, ranging from community markets, 
public gardens to larger initiatives like the Peckham Coal Line, a new linear park that will 
make use of an old elevated railway line in South London (Peckham Coal Line, 2017).   

Early research into the pilot from the Greater London Authority has revealed positive results 
that go way beyond the initial financial benefits: ‘many positive social impacts, from the 
increased sense of civic pride and local ownership within communities, to the new skills, 
knowledge and experience gained through an opportunity to participate in the process of 
civic improvement. Local groups coming together to propose ideas has allowed new 
relationships and connections to flourish, helping to build stronger communities’ (Spacehive, 
2017a).  

Benefits of Spacehive 
• The platform provides not only the software but strong support services. Spacehive 

works in close cooperation with project directors and government officials to ensure 
successful project delivery. This increases trust from both micro-financers and grant 
makers.  Spacehive have also made it easy for governments to coordinate and track 
progress of ongoing projects through a single platform.  

• The ability for local governments to create ‘movements’ can increase coordination 
and cooperation between projects and increase enthusiasm and exposure for 
initiatives.  
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• By backing projects that have already received a crowdfunding target, governments 
can ensure they are supporting schemes that are already popular within the 
community. 

• Even if a project fails to receive funding, the networks within a community that are 
created are still valuable and can lead to future initiatives.  

• There is evidence of many well-being impacts, particularly regarding mental health, 
that have stemmed from civic activities associated from the London Mayor’s 
crowdfunding initiative on Spacehive. Although no quantitative analysis have been 
conducted, qualitative interviews with project participants revealed increased 
community engagement, happiness, and new relationships contributed to 
improvement in mental health (Warbis, 2016) 

• The platform has helped increased people’s familiarity with the British planning 
process and has led to associated capacity and skill development for involved 
participants.  

• Spacehive has enticed a younger demographic than those traditionally engaged with 
the planning process.  

• Helps reduce administrative costs for authorities as Spacehive has built-in impact 
reporting and project tracking capabilities.  

Drawbacks   
• The all-or-nothing approach to Spacehive has led to reports of project campaigners 

within London’s crowdfunding projects feeling high anxiety and stress, particularly 
during the fundraising stage (Warbis, 2016). 

• Projects require a high demand on time and resource from project owners. 
• The platform’s reliance on ‘capital voting’, or showing support for a project through 

monetary donations, means that successful projects tend to come from wealthier 
areas. 

• Diversity issue: In general, reaching somewhat homogenic population of young and 
educated urbanites.  

• The civic crowdfunding platform is relatively new, so it is difficult to measure the 
success of these projects over the long term. In addition, the myriad social benefits of 
civic crowdfunding projects are hard to quantify.  

Financing Mechanism and S-M Cities  
Civic Crowdfunding is a mechanism well suited for S-M municipalities, as it would help to 
complement more traditional funding mechanisms for infrastructure and carve out new 
relationships between citizens and their governments in the planning system. Although civic 
crowdfunding is not an appropriate tool for major sustainable transportation infrastructure 
and services, it is particularly well-suited for public realm improvements, walking and cycling 
initiatives – i.e. sustainable mobility projects that have a larger social purpose of improving 
social cohesion within the built environment.  S-M cities can use crowdfunding to leverage 
the talent and resources of their citizens and also use it as a ‘validation mechanism’ to 
support projects that already have proven financial feasibility and popularity. As such, civic 
crowdfunding projects are relatively low-risk endeavours, as municipalities can support 
projects that are not debt-based and can be delivered in relatively short time frames.  



D4_Task 4.1_Guidelines to Innovative Financing: Appendix C 
 

 

38 

 

Although most of the recent successes in civic crowdfunding campaigns have occurred in 
medium to larger European cities, there is evidence that this model is scalable and becoming 
increasingly popular with S-M cities. However, the most challenging aspect for S-M cities will 
be capacity building within government and engaging local citizens, as well as finding a 
suitable crowdfunding platform that offers strong support services and allows for close 
cooperation with government.  

Guidelines for Implementation  
• Municipalities must find appropriate online platforms to provide ‘match-funding’ to 

civic crowdfunding projects. If no such online platform exists in a country, perhaps 
innovation grants can be created to entice a local social enterprise or software 
company to create such a platform. A good platform will help to reduce administrative 
costs for authorities and will provide strong support services to project owners and 
grant-makers.  

• Civic crowdfunding requires close supervision from government and, depending on 
the type of crowdfunding, may require new regulation entirely. National, regional, and 
local legal frameworks will have to be taken into considered before any crowdfunding 
initiatives are taken on board.  

• Starting civic crowdfunding initiatives within government could require in-house 
capacity building and the removal of bureaucratic barriers. 

• Crowdfunding requires defining shared outcomes, to ensure that the government 
authorities, online crowdfunding platforms, and project participants are aligned and 
working towards a similar, overarching goal.  

• Creating ‘Movements’ like the London Mayor’s Civic Crowdfunding Initiative which 
focuses on neighbourhood regeneration are a useful way to build communities 
around several projects and determine shared targets. This helps to maximise social 
impact of individual projects. S-M cities who are new to crowdfunding could run a 
small, pilot ‘Movement’ in order to gauge public opinion.   

• Governments would need to ensure that marginalised groups are given extra support 
and engagement in order to prevent homogenisation and the dominance of wealthier 
communities. This may require providing targeted financial support as well.  

• S-M cities need to approach Civil Crowdfunding as an opportunity to encourage 
active participation and to make up for squeezed finance initiatives but should not use 
it as an excuse to cut funding entirely. Instead, it should be emphasised that 
crowdfunding helps the more efficient use of current funds and has wider benefits 
such as improvement in mental health.  

Summary  
Civic Crowdfunding combines crowdsourcing and microfinancing to create campaigns for 
projects that focus on social impact in the public realm of neighbourhoods. This type of 
financing emphasises the social aspect of sustainability (more so than environmental and 
economic sustainability), as the implications of this finance mechanism go far beyond simply 
fund-raising. Successful crowdfunding campaigns and movements have provided evidence 
of increased well-being and mental health of project participants, network building between 
citizens and between citizens and governments, increased engagement with and 
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understanding of the planning system, and capacity and skills development of citizens. Since 
local authorities are often restricted in terms of the types of projects they can fund, civic 
crowdfunding can also open new possibilities.  

Critics may argue that Crowdfunding is evidence of a further roll-back of the state, but the 
Greater London Authority’s pilot programme has shown that ‘a new, rather than reduced, role 
for local government is being carved out… centring around facilitating and protecting equity 
and inclusion within a broader context of alternative finance and market-led approaches to 
development projects‘’ (Warbis, 2016). Close government involvement seems to be a crucial 
aspect of civic crowdfunding, particularly in order to ensure the involvement of 
disenfranchised groups in deprived areas and to provide holistic and strategic thinking to the 
crowdfunding projects. Close partnerships and transparency between the online platforms, 
government organisations, and citizens is vital for the successful delivery of these sorts of 
projects and programmes.  

The Civic Crowdfunding model is entirely scalable to S-M cities, and in countries like the UK 
S-M cities are now catching on to this trend. The greatest challenge will lie in capacity 
building and finding a good crowdfunding platform to work with, which may require innovation 
grants, regulatory changes, and strong support from national governments to implement. In 
addition, knowledge share between European countries will be valuable in order to learn 
from past mistakes and build strong partnerships.  

Useful Links  
Civic Crowdfunding: A Guidebook for Local Authorities  (Future Cities Catapult (FCC), 2017) 

Report from the GLA: Understanding the social impacts of the Mayor’s Crowdfunding 
Programme (Warbis, 2016) 

Video: How to create a successful Crowdfunding Campaign with Spacehive (Spacehive, 
2017b) 

Webinar from European Crowdfunding Network: Match-funding, when Public institutions 
meet Crowdfunding  (European Crowdfunding Network (ECN), 2017) 

The 2015 UK Alternative Finance Industry Report (Zhang, Bryan; Braeck, Peter; Ziegler, 
Tania; Bone, Johanathan; Garvey, 2016)  

Peckham Coal Line website – high-line crowdfunding project in London  

Other existing platforms similar to Spacehive include Neighbor.ly and Citizinvestor. 

Tactical Urbanism: short-term Action for Long-term Change (book) (Lydon, Mike; Garcia, 
2015) 
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Appendix C.4 Stamp Duty Land Tax (SDLT) 
Key Characteristics 

• Stamp Duty Land Tax is implemented by the government and is paid by the new 
owner of most properties above a certain value when the property is purchased.  

• Stamp Duty Land Tax is a form of value capture, as it captures the increased value of 
properties caused by new infrastructure in the local area. Those who benefit the most 
from improved infrastructure, pay for it. 

• Stamp Duty Land Tax can be used to fund transport infrastructure in the local area. 

Brief Description 
Stamp Duty Land Tax is paid to the 
government by the new owner on 
most properties above a certain value 
when the property is purchased 
(Transport for London, 2017). A set 
percentage of revenue generated 
from Stamp Duty Land Tax could be 
used to finance new transport and 
mobility schemes within the catchment area, through a concept known as land value capture. 
Because of the evidence of transport infrastructure improvements contributing to an increase 
in property values, the theory is that these types of taxes could be used to fund the 
improvements in transport infrastructure that stimulate this increase in property values. 
Transport improvements funded through this mechanism may include additional services, 
infrastructure building or fare subsidies. This financing method allows for the government to 
recycle some of these windfall gains in property value which currently only benefit private 
landowners (Sintropher, 2015).  

Background  
There is significant research supporting the idea that transport schemes translate into higher 
land values. This is supported by data from Nationwide Building Society, which suggests that 
properties within a certain radius of London underground stations hold higher property values 
(Transport for London, 2017). At present the Stamp Duty Land Tax rate is on average 3 per 
cent of the value of a property when it is purchased, although this rises to a maximum of 15 
per cent. Collecting increased rates of Stamp Duty Land Tax at the point of selling properties 
in areas which benefit from transport improvements is seen as a practical method for which 
land value capture could be attained. 

Studies undertaken found that areas close to a proposed Crossrail station in London have 
also seen a 50 per cent increase in the density of housing compared to areas 500 metres 
away from the station (Transport for London, 2017). This shows the broader effect of 
transport projects in enabling redevelopment. One variation of a Stamp Duty Land Tax type 
financing mechanism is where only these developers who develop this land close to 
transport improvements pay the government a tax, which then helps fund the project. The 
developers benefit in that the infrastructure project should bring them increased profits 
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through the sale of property close to these transport improvements. This may be known as 
development-based land value capture.  

A moral case may also be made for using Stamp Duty Land Tax or similar types of financing 
mechanisms for transport projects. Given that projects will usually benefit a selected few 
individuals, a question arises why the entire public should pay for a project which 
disproportionately benefits those who live close to it. Under these schemes, only those who 
live within certain zones will benefit from the infrastructure contribute to them (Murray, 2016). 

Attractiveness of Stamp Duty Land Tax 
• There is almost always guaranteed to be a land value uplift in areas with improved 

public transport. 
• Those who benefit most from the infrastructure development pay the most. 
• Relatively easy to monitor and regulate. 
• Proven ability to provide significant finance to reduce the burden on funding for 

infrastructure from other sources, such as greater public income taxation. 
• In the case of development-based land value capture, only those who can afford to, 

pay the levy (the developers), ensuring that those with potentially low disposable 
incomes do not bear too great a burden. 

Challenges and Risks 
• The taxes may place significant financial burden on a relatively small cohort. 
• Success of these type of taxes in funding infrastructure is contingent on a high level of 

understanding and support for the way the taxes work, and a high level of support for 
the projects themselves. 

• Usually property price increases will occur following the completion of transport 
infrastructure projects, which means the additional revenue from this increased 
property value cannot be captured until after the project has been complete and the 
funds spent. 

• In all cases where this type of tax has been undertaken, only a percentage of the 
project’s finance came from this mechanism. It still requires additional funding 
mechanisms as a top up. 

• The taxes, particularly if too high, risk rendering some redevelopment unviable, 
resulting in less redevelopment on transit nodes, particularly in the case of 
development-based land value capture mechanisms. 

• Only a small percentage of the total value uplift of properties through result of 
infrastructure projects can be captured (i.e. if a property price increases by £50,000, 
only a percentage of that £50,000 will be captured). 

• Most, if not all, examples of this type of finance mechanism have been tried in larger 
cities; Hong Kong, Singapore, Los Angeles and London. There are no clear examples 
yet of this being tried and tested in small to medium sized cities. 

Track Record  
The successful implementation of Stamp Duty Land Tax type funding mechanisms has 
occurred in some cities throughout the world. However, it should be noted that most 
successful cases have occurred in much larger cities than that which may be considered a 
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small to medium sized city. Hong Kong, Singapore and Los Angeles have all successfully 
implemented different variations of this financing mechanism. Hong Kong and Singapore 
have both used Stamp Duty Land Tax collection to fund transport projects.  Hui, Ho and Ho 
(2004) found that one reason for the continued success of this in both Singapore and Hong 
Kong was the extremely high density of these cities and the amount of people who would use 
transport infrastructure in any given area. There are two schemes of this type in Los Angeles, 
known as proposition A and proposition C, which have helped reduce traffic congestion by 
funding improvements to the metro system and the introduction of carpooling lanes (Los 
Angeles Metro, 2018).   

While not funded by this type of tax, a plethora of research has been undertaken 
investigating how the tax could have worked in the financing of the Gold Coast’s new light rail 
system, which opened in 2014 (Keolis Downer, 2015). The Gold Coast is a city in Australia of 
approximately 600,000 people, set to host the 2018 Commonwealth Games (Murray, 2016). 
Murray (2016) sought to investigate the economic benefits of this new light rail system, 
looking at the degree to which reductions in travel time and improved accessibility to 
properties in close proximity to the light rail corridor translated into an increase in property 
values. The study by Murray found that the Gold Coast light rail project increased property 
values in the area collectively by at least $AUD 300 million. This equates to approximately 
25% of the entire cost of the project, which was estimated to be around $AUD 1.2 billion. It 
should be pointed out however that the entire value of increase in property values would be 
impossible to capture, as it would be unrealistic to tax a landowner £50,000 if their property 
had increased in value by that amount. Nevertheless, Murray outlined the fact that this data 
can be used to inform future policy decisions around using Stamp Duty Land Tax. 

Case Study: London Crossrail  
Public transport is vital to the success of London as a global city. London’s Crossrail is a new 
urban infrastructure project comprising a high frequency railway corridor stretching from 
West London through the city to East London (Transport for London, 2017). Once all the 
sections of the new link are operational in 2019, the railway is expected to add an additional 
10% capacity to London’s rail network. The new London Crossrail project will also contribute 
to London’s sustainable development initiative and will reduce pressure on existing rail 
services on the underground, national rail and the Docklands light rail. The Crossrail project 
stretches from Maidenhead and Heathrow Airport in the west through to Shenfield and Abbey 
Wood in the east. The project aims to also spur urban renewal in areas near new stations, 
notably the Isle of Dogs, Woolwich and Abbey Wood, and will boost the level of employment, 
reduce traffic, contribute to air quality and environmental sustainability and improve road 
safety in the capital. 

The project uses a combination of value capture mechanisms to fund £4.8 billion of the total 
budget of £14.8 billion. This equates to approximately 32% of the projects funding needs. 
This 32% comprises Stamp Duty Land Tax as well as a Mayoral Community Infrastructure 
Levy (Clark-Jones et.al., 2016). This Mayoral Community Infrastructure Levy was introduced 
in London in 2010 and is a type of development-based land value capture mechanism. In a 
report published by Transport for London (2017) it is suggested that the financing of Crossrail 
had its own set of unique issues, particularly with a lack of affordable housing in London and 
therefore a push to ensure property prices didn’t continue to unsustainably increase.  
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Planning frameworks and their resulting loopholes have also raised issues on the project. For 
example, a 2012 addition of a clause to the National Planning Policy Framework outlined that 
plans near Crossrail stations ‘should not be subject to such a scale of obligations and policy 
burdens that their ability to be developed viably is threatened (Transport for London, 2017).’ 
This often resulted in developers downplaying the viability of their developments to avoid 
having to pay the Levy. The Community Infrastructure Levy was charged on businesses over 
a certain threshold (those with a rateable value of more than £55,000) (Greater London 
Authority, 2011). This was aimed at ensuring smaller premises were exempt and the burden 
would fall on the larger businesses more able to absorb the cost.  

As mentioned, Stamp Duty Land Tax receipts from property disposals in the project’s zone of 
influence were used on the Crossrail project to fund some of the new infrastructure 
development. Transport for London (2017) found capturing this increase in value at the point 
of purchase by the new owner to be the simplest and most straightforward method. A 
framework involving a zonal assignment of value growth relative to the new transport 
scheme’s zone of influence was established. The Stamp Duty Land Tax was unpopular when 
it was first introduced, but public consultation and the increase in land values which have 
resulted from Crossrail, have progressively resulted in greater public acceptance of the tax. 

Regardless of the drawbacks, the London Crossrail Project was able to capture the predicted 
values of income irrespective of economic climate. According to Sintropher (2015), the use of 
Stamp Duty Land Tax and the Community Infrastructure Levy to fund Crossrail has been 
relatively well-received.  In 2013/14 up to 98.4% of the predicted amount of revenue was 
collected through Stamp Duty Land Tax (Transport for London, 2017). According to the 
Institution of Civil Engineers (2017) the Crossrail project is projected to open in 2019 on time 
and within budget, with Londoners and commuters soon to enjoy its benefits. 

Targeted groups 
Because the London Crossrail project has been funded through a variety of land value 
capture methods, one of which is Stamp Duty Land Tax, there are multiple targeted groups in 
this case. In the case of Stamp Duty Land Tax, the targeted group is landowners. The 
Mayoral Community Infrastructure Levy, which makes up another part of the funding, is 
targeted at developers in the zone of influence, namely the London boroughs which seek to 
benefit from Crossrail.  

Timeline  
The Crossrail Act, which provided the legal framework for the construction of the Crossrail 
project received Royal Assent in July 2008 (Crossrail, 2018). By this time the route for the 
new project had been established and the funding for the package agreed. The construction 
project commenced in 2012 and will be fully operational by the end of 2019. The use of 
Stamp Duty Land Tax receipts as a funding mechanism for the project will continue for 
between 24 and 31 years, until the borrowed amount of money is repaid (Greater London 
Authority, 2011). 

Technical Specification 
The London Crossrail project was funded through a variety of sources, with approximately a 
third of the funding coming from land value capture mechanisms. This third was then 
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separated into portions including Stamp Duty Land Tax collection and the Mayoral 
Community Infrastructure Levy, both contributing their part to the financing of the Crossrail 
project. Part of the Stamp Duty Land Tax from the purchase of properties in London 
boroughs deemed zones of influence went towards Crossrail. This resulted in higher Stamp 
Duty Land Tax rates in these areas. 

Stated Aims 
The aim of using Stamp Duty Land Tax as a method of financing Crossrail was to raise 
revenue and collectively reduce the burden on other financing methods required for the new 
infrastructure, such as Government funding. 

Benefits  
Utilising Stamp Duty Land Tax as a finance mechanism has proved beneficial in the case of 
the Crossrail project. Along with other land value capture mechanisms, it has provided 
approximately one third of the required £14.8 billion finance for the project, which is predicted 
to be delivered within budget. Utilising Stamp Duty Land Tax as a finance mechanism has 
therefore resulted in substantially reduced pressure on other funding sources. Although 
initially somewhat unpopular, the strong increase in land values around Crossrail transit 
nodes and increasing redevelopment in these areas has also meant the public has been 
mostly supportive of the increased rates of tax. 

Drawbacks   
As previously mentioned, the Crossrail project has not been free of its own issues. With 
regards to the Community Infrastructure Levy, clauses to protect certain businesses and to 
ensure developers were not deterred from projects in the zones of influence, were also 
abused at times. In regard to the Stamp Duty Land Tax element, research suggests there 
were no major issues with the finance mechanism, other than the initial public opposition to 
the idea. But this was found to have significantly reduced over time when the public saw the 
benefits of the project and the land values in the zones of influence increased substantially 
as a result. 

Assessment 
Stamp Duty Land Tax as a finance mechanism is a relatively successful method of attaining 
a proportion of the finance for transport projects. Individual cases should be considered 
carefully as should the challenges and risks and consequently the applicability of using this 
as a funding mechanism. It must be reiterated that Stamp Duty Land Tax can only usually be 
used as a supplement to other funding mechanisms as they will usually only raise a 
proportion of the funds for infrastructure projects. 

Stamp Duty Land Tax and S-M Cities 
Although experience of Stamp Duty Land Tax financing mechanisms in small to medium 
cities is currently limited, the use of such mechanisms should actively be considered. The 
London Crossrail project and its collection of Stamp Duty Land Tax worked well, but London 
is a city of at least 8 million people. Following completion of the project, research found that 
the Gold Coast light rail project in Australia, a significantly smaller city of 600,000, would 
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have been able to attain a significant proportion of the finance required through Stamp Duty 
Land Tax collection. With less government funding available in small to medium cities, 
capturing appropriate land value increases should certainly be considered as a method for 
attaining funding for transport projects. 

Guidelines for Implementation  
• Public consultation should be front and centre throughout the implementation to 

ensure the public are clearly and consistently made aware of the benefits of the tax. 
• An increased rate of Stamp Duty Land Tax should only apply in zones of influence 

around new or upgraded transport infrastructure. 
• The tax should be proportionate to the accessibility of the property to the new public 

transport, and not so high that it impedes the property market from operating. 
• Existing residents (those not selling their property) should be exempted from paying 

the charge. 
• There should always be other funding mechanisms in place to support Stamp Duty 

Land Tax collection in financing transport projects, as this method alone cannot ‘self-
fund’ projects. 

Summary  
Stamp Duty Land Tax can be considered as a financing mechanism for transport systems in 
small to medium sized cities. Stamp Duty Land Tax is paid on properties when they are 
purchased. There is substantial evidence highlighting the positive effect transport 
infrastructure has on property values. Capturing this increase in property values is known as 
land value capture, and utilising Stamp Duty Land Tax as a tool for land value capture should 
be considered in depth. There are benefits to using Stamp Duty Land Tax including that 
those who benefit most from the infrastructure pay more, and that the tax is relatively easy to 
monitor and regulate. Challenges and risks such as lack of examples in small to medium 
cities, negative public opinion particularly to begin with, and the need for projects to top up 
the funding with substantial other sources should be carefully considered for future projects. 
While not used in the case of the Gold Coast light rail project, substantial research found that 
using land value capture through Stamp Duty Land Tax could have collected a substantial 
proportion of the finance for the project. London’s Crossrail project as a case study shows 
that using Stamp Duty Land Tax as a finance mechanism can work very well. Along with a 
Mayoral Community Infrastructure Levy, an additional land value capture mechanism, about 
32 per cent of the project’s funds were raised this way. In regard to implementation there are 
a number of key points recommended to implement this finance mechanism in a small to 
medium city. Public consultation should play a crucial role in the implementation of the tax to 
ensure the public are clearly and consistently made aware of the benefits of the tax. 
Increased Stamp Duty Land Tax rates should only occur close to new or improved transport 
infrastructure and the increased rates should be proportionate to the accessibility of the 
property to this infrastructure. Through research it is also recommended that existing 
residents do not pay a charge and that Stamp Duty Land Tax is supported by other finance 
mechanisms as it can only provide a portion of funds for large infrastructure projects. Stamp 
Duty Land Tax as an innovative financing mechanism should be considered for projects in 
small to medium cities across Europe.  
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Useful Links 
London Cross Rail Project 

https://www.london.gov.uk/sites/default/files/land_value_capture_report_transport_for_londo
n.pdf 

Gold Coast Light Rail  

http://www.uq.edu.au/economics/abstract/566.pdf 

References 
Clark-Jones, J., Harvey, N., Milosavljevic, F. and Singh, P., 2016. Implementing Value 
Capture for Transport Infrastructure: Applicability for South-East Queensland. Retrieved from 
https://uq.edu.au/economics/documents/Implementing%20Value%20Capture%20for%20Tra
nsport20Infrastructure.pdf. 

Crossrail, 2018. Crossrail Act 2008 and Crossrail Bill supporting documents. Retrieved 
January 10, 2018, from http://www.crossrail.co.uk/construction/crossrail-act-2008-and-
crossrail-bill-supporting documents/. 

Greater London Authority, 2011. Crossrail Business Rate Supplement. Retrieved from 
https://www.tower hamlets.gov.uk/Documents/Finance/Local-taxation/Business-
rates/CROSSRAIL-LEAFLET-2010 2011.pdf. 

Hui, E., Ho, V. and Ho, D., 2004. Land value capture mechanisms in Hong Kong and 
Singapore: A comparative analysis. Journal of Property Investment and Finance, 22 (1), 
76-100. 

Institution of Civil Engineers, 2017. Crossrail project: finance, funding and value capture for 
London’s Elizabeth line. Retrieved from https://learninglegacy.crossrail.co.uk/wp-
content/uploads/ 2017/09/1C-002-Finance-Funding and-Value-Capture.pdf 

Keolis Downer, 2015. Networks: G:link Gold Coast Light Rail. Retrieved from 
http://keolisdowner.com.au/wp content/uploads/2015/11/KD_FactSheet_221015_G-
Link-Gold-Coast-WEB.pdf 

Los Angeles Metro, 2018. Preposition C: The Impact of Preposition C. Retrieved 
https://www.metro.net/ projects/measurer/proposition-c/. 

Medda, F. and Cocconcelli, L., 2013. Boom and bust in the Estonian real estate market and 
the role of land tax as a buffer. Land Use Policy 30 (1): 392-400. 

Murray, C., 2016. Land value uplift from light rail. Retrieved from 
http://www.uq.edu.au/economics/abstract/566.pdf. 

Sintropher, 2015. Briefing Paper 8 - Public Levies, Congestion Pricing. (From: Innovative 
Financing for Transport Schemes: A European reference resource). London. 

Transport for London, 2017. Land value capture: Final report February 2017. Retrieved from 
https://www.
 london.gov.uk/sites/default/files/land_value_capture_report_transport_for_london.pdf 

https://www.london.gov.uk/sites/default/files/land_value_capture_report_transport_for_london.pdf
https://www.london.gov.uk/sites/default/files/land_value_capture_report_transport_for_london.pdf
http://www.uq.edu.au/economics/abstract/566.pdf
http://www.crossrail.co.uk/construction/crossrail-act-2008-and-crossrail-bill-supporting
http://www.crossrail.co.uk/construction/crossrail-act-2008-and-crossrail-bill-supporting


D4_Task 4.1_Guidelines to Innovative Financing: Appendix C 

 

 

 

48 

 

Appendix C.5 Lottery Funding 
Key Characteristics 

• Resources for lottery funding are generated through the mobilisation of profits made 
from lotteries 

• Governments and NGOs use funding to invest into ‘good causes’ 
• Funding is available for not-for-profit and charity organisations, local governments, 

education organisations, and individuals 
• To gain funding for a project, an application must be submitted which identifies the 

need for investment 
• Various funding is available for heritage and access to nature projects, active travel 

schemes, and community transport, among others 
• Lottery funding tends to be a one-off and an irregular income source 

Brief Description 
Lottery funding is funding 
mobilised through profits 
generated from lotteries, 
which are a form of 
gambling, involving the 
drawing of lots for prizes, 
including lotto, electronic 
terminals, and instant 
games (UNDP, 2018). Lottery funding is available for various types of organisations, such as 
not-for-profit or charity organisations, local governments, education, or individuals to put 
towards ‘good causes’. To gain lottery funding, the applicant for funding usually follows a 
standard online application process, and a designated lottery funding distributor then decides 
whether the project is applicable for funding. However, sometimes gaining funding is 
competitive and projects must enter competitions to win the funds (National Lottery, 2018a). 

Background 
Lotteries: A Background 
The earliest signs of a lottery date back to 205 BC, where the game ‘Keno’ was played by the 
Chinese Han Dynasty and it is believed that lotteries during this time were used to help 
finance government projects such as the Great Wall of China. Lotteries are now common 
worldwide, in both developed and emerging economies, and The World Lottery Association 
recently reported that in 2015, over US$261 billion was generated by national lotteries from 
reporting members, constituting for approximately half of the total number of lotteries 
worldwide (World Lottery Association, 2016). 

There are two types of lotteries: 

1. National Lotteries 
The most common type of lottery is a ‘national lottery’. National lotteries are either 
administered by public authorities or licensed to private operators following a bidding 
process. Generally, national lotteries tend to have similar allocation formulae, where 
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approximately 70 percent of the proceeds go towards prizes, 3-7 percent goes 
towards operating costs, and 25 percent is taken by the state to distribute to good 
causes.  
 

2. Charity Lotteries 
The second type of lottery is a ‘charity lottery’, which is similar to a national lottery but 
on a smaller scale, and it is initiated by Non-Government Organisations (NGOs) to 
mobilise resources for the funding of good causes. Charity lotteries tend to benefit 
from reduced taxation on the profits made. 

In terms of legal requirements for national and charity lotteries, there are comparatively few. 
In most developed countries, the legal environment surrounding lotteries tends to be formed 
from either the law establishing the national lottery, or the regulatory framework for the 
gambling sector. In some cases, there are also laws which outline that the state can assign a 
percentage of lottery revenue for specific sectors or causes. In developing countries, legal 
requirements for lotteries is often non-existent, with no authority in charge of the oversight, 
and no legislation covering gambling.  

Furthermore, investment required to establish a lottery is also low and they tend not to 
require large initial investments. Initial investments can even be nullified if administration is 
outsourced to private operators, as an exchange can be made for a commission on sales. In 
addition, operating and running costs also tends to be a low percentage of turnover 
generated (UNDP, 2018).  

Lottery Funding: Key Facts 
Lottery funding is now a worldwide phenomenon, contributing to good causes across the 
world, such as community sports facilities, sustainable transport, heritage, access to nature, 
and active travel (National Lottery, 2018b). The most recent annual statistics, from 2015, 
reported by The World Lottery Association, showed that 29 percent (US$76 billion) of the 
proceeds generated by reporting members was collected for good causes (World Lottery 
Association, 2016).  

As mentioned earlier in this report, lottery funding is generated by the mobilisation of profits 
made from lotteries. The mobilisation of profits tends to be the responsibility of governments 
and NGOs. The amount of revenue which can be mobilised depends heavily on certain 
variables such as lottery prize payments, ticket sales, and retailers commission, and can 
therefore vary year-on-year (National Audit Office, 2017). This revenue tends to be 
separated from national budgets, and therefore, is not subjected to the same legal 
restrictions as taxes and other activities which generate income, making lottery funding a 
faster and easier way to collect and allocate resources.   

Generally, lottery funding is spent in country of origin. However, there are occurrences where 
some funding is also allocated to projects abroad as aid, to secure food and medicine. 
Despite talk, as of yet, there is no world lottery set up to fund development.  

Organisations who are applicable for funding tend to include non-for-profit or charity 
organisations, local governments, educational organisations, or individuals. Due to the 
limited amount of funding, organisations interested in funding for their projects typically must 
go through an online application process, where they submit a business case for their project 
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(National Lottery, 2018a). Decisions on where and how the funding is spent are then 
generally made by public authorities. Often lottery administrators (governments and NGOs) 
set up or choose various organisations to be responsible for allocating funds to specific 
projects (UNDP, 2018). In some cases, competitions are set up to ‘win’ funding for specific 
types of projects, for example, projects that help to reduce air pollution or projects that help 
to reduce poverty within a community (National Lottery, 2018a).  

The stakeholders involved in lottery funding are shown in Table C3 below (UNDP, 2018). 

Table C3 Lottery Funding Stakeholders (UNDP 2018) 

Stakeholder Description 

Regulatory entity/ies Government authority/ies responsible for developing and overseeing 
legislation regarding lotteries.  

The buyer The purchasers of lottery tickets (private individuals). 

The seller The sellers of lottery tickets. Often public and private distributors 
intermediate between the entity who issues the tickets, and the buyers. 
Various retail channels can be used to sell lottery tickets. 

The owner The state fund, NGO or licensed operator that receives lottery proceedings. 

The end beneficiary The Government department, NGO or project receiving a grant.  

 

Attractiveness of Lottery Funding 
• Lottery funding can create substantial additional revenue, which can contribute to 

either some or all of the costs of new public transport infrastructure and mobility 
systems. 

• Lottery funding can enable urban transport and mobility systems to become less 
reliant on finance from the state. 

• Gaining lottery funding grants allows for flexibility to also draw funding from other 
sources without elaborate legal structures or joint ventures (Big Lottery Fund, 2005). 

• There is a lower risk for the funding distributor due to no long-term financing 
commitment, which could therefore make them more likely to try out a range of 
innovative projects such as sustainable or active travel projects (Big Lottery Fund, 
2005).   

• Gaining funding is quick, with a short turnaround time between applying for and 
receiving the funding, as lottery funding is separate from the national budget and 
therefore there are less legal restrictions (UNDP, 2018). 

• Gives the local community an opportunity to get behind a project by contributing to 
the application for funding. 

Challenges and Risks 
• Lottery funding tends to be a one off or irregular income source. As a result, it cannot 

be relied on as a baseline revenue stream to fund all public transport projects.  
• Lottery funding budgets depend heavily on ticket sales, retailers commission and 

prize payments, and can therefore vary substantially. Consequently, if an 
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organisation relies on lottery funding, any budget cuts could have serious negative 
impacts (National Audit Office, 2017; Scottish Government, 2017). 

• The financing mechanism does not incentivise good planning or spending. Funding 
distributors have no responsibility in the success of the project, and there tends to be 
a ‘fund it and forget it’ culture. Therefore, it is solely up to the grant receiver to invest 
the money in the most efficient way (Big Lottery Fund, 2005; UNDP, 2018). 

• Funding distributors tend to have insufficient skills to identify bankable projects and 
organisations (UNDP, 2018). Therefore, there is a risk that some bankable 
sustainable transport and mobility project applications may be overlooked. 

• It would only be possible to benefit from this type of funding in EU countries which 
have lotteries in place. 

Track Record 
The use of lottery funding to specifically fund sustainable transport and mobility systems in S-
M sized cities is currently limited. In general, lottery funding tends to be used to promote 
social and environmental outcomes (UNDP, 2018). However, there are some instances 
where lottery grants have been given for community infrastructure projects such as new 
bridges, shuttle buses and easier connections to cycling routes (Big Lottery Fund, 2018; 
National Lottery, 2018b; Ystwyth Transport, 2018).  

In most cases, lottery funding has been a successful way to fund one-off community 
development initiatives. However, there are some examples of communities which have 
relied heavily on lottery funding as a baseline revenue stream to fund local sports and 
cultural projects, which have then been put under threat following large reductions in lottery 
income (Scottish Government, 2017). 

The following case study will explain an example of how lottery funding has been used to 
fund community initiatives in the UK. 

Case Study: UK’s National Lottery Funding 
The UK’s National Lottery funding is supported by the National Lottery. The overarching 
objective of the National Lottery is to maximise returns for good causes by selling lottery 
tickets in an efficient and socially responsible way. So far, the National Lottery has supported 
over 525,000 good causes with over £37 billion since it began in 1994, and projects which 
benefit from National Lottery funding range from flagship projects, to small grants for 
community groups or individuals. National Lottery funding also contributes to one-off events 
such as the London 2012 Olympics and millennium events (National Audit Office, 2017).  

Funding Distributors 
Revenue generated by the National Lottery for good causes is paid into the National Lottery 
Distribution Fund. Decisions on where and how funding is invested is in the hands of twelve 
specialist organisations, chosen by the Government for their expertise and knowledge, to 
make sure that money goes where it is needed most. The twelve National Lottery Distribution 
Fund distributors are as follows (National Audit Office, 2017): 

The Arts 

• Arts Council England 
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• British Film Institute 
• Arts Council of Wales 
• Arts Council of Northern Ireland 
• Creative Scotland 

Sport 

• Sport England 
• UK Sport 
• Sport Scotland 
• Sport Northern Ireland 
• Sport Wales 

National heritage 

• Heritage Lottery Fund 

Charity, education, environment and health 

• Big Lottery Fund 

The Big Lottery Fund tends to receive the highest proportion of lottery income; during the 
year ending March 2017, 40 percent of the total lottery income for good causes was given to 
this organisation to fund projects which relate to charity, education, environment, and health. 
The Heritage Lottery Fund also receives a large proportion; 20 percent during the year 
ending March 2017. The remaining 40 percent was split equally between arts and sports 
(National Audit Office, 2017).  

Projects Funded by the National Lottery  
There are various types of funding programmes available through each distributor, and 
currently there is a total of 51 programmes. For example, Awards for All (England) is a 
funding programme run by the Big Lottery Fund and provides community groups with grants 
between £500 and £10,000 for health, educational, environmental and community projects 
which aim to improve local communities and the lives of people most in need. There are also 
larger grants available; the Reach Communities programme, also run by the Big Lottery 
Fund, funds projects which aim to fill gaps in local strategies, and offers funding of upwards 
of £10,000 (National Lottery, 2018b). 

The following three projects are examples of transport and mobility related projects, funded 
by National Lottery funding distributors. Transport and mobility projects tend to be funded by 
the Big Lottery Fund. 

Holsworthy Rural Community Transport, Devon 
Holsworthy’s Rural Community Transport project was funded by the Big Lottery Fund. 
Holsworthy was awarded £323,484 to provide a new transport service for isolated older 
people in the local community, many of whom are disabled. The funding went towards 
purchasing wheelchair accessible minibuses to take people to local towns for daily trips, 
activities, and shopping trips. The services target specific isolated villages which do not 
currently have a bus service (Big Lottery Fund, 2018). 
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Reach Out Project Ystwyth Transport 
Ystwyth Community Transport obtained a grant from the Big Lottery Fund to fund the Reach 
Out project for 3 years. Reach Out is a new project to help widen to horizons of young people 
in Ceredigion and Tregaron Uplands, by providing transport in two minibuses. The Reach 
Out project targets rural, isolated youth groups who are geographically challenged by lack of 
transport connections (Seabrook, 2016; Ystwyth Transport, 2018). 

Sustrans Connect2 Project 
Sustrans’ Connect2 project was funded by the Big Lottery Fund, receiving a grant for £50 
million after the UK public voted the project the winner of The People’s Millions Lottery 
contest in December 2007 (Travel Shropshire, 2018). The aim of Connect2 was to improve 
everyday travel in communities across the UK by building new bridges over roads, railways, 
and rivers, and linking these to walking and cycling networks to make it easier for millions of 
people to cycle and walk for everyday journeys. Between 2008 and 2013, Sustrans 
developed 84 new cycling and walking networks in England, Scotland, and Wales. Each 
project was designed and built to best meet the needs of local communities and other 
stakeholders (National Lottery, 2018). 

Benefits 
• The National Lottery funding distributors can provide grants to fully fund community 

projects, so local communities do not need to raise additional funds. 
• Huge flexibility in the amount of funding which the National Lottery will provide. 
• Quick turnaround time between applying for and receiving funding. 
• There are already examples of where the National Lottery has supported sustainable 

transport and mobility related projects in the past, demonstrating that they recognise 
the importance of it. 

• Funding is awarded by distributors with expertise in certain areas, which means they 
are more likely to invest in worthwhile projects. 

• The National Lottery has a large budget for funding good causes, therefore making it 
more likely for a funding applicant to be successful. 

Drawbacks 
• One-off source of funding. Future funding cannot be relied upon. 
• Whilst distributors have expertise in certain areas, it does not necessarily mean that 

they will invest in the most bankable projects, as the success of the project does not 
affect them. 

Assessment 
Lottery funding through the National Lottery has proven to be a successful funding 
mechanism for community projects which include sustainable transport and mobility projects. 
The National Lottery provides funding for both small and large-scale projects, with large 
flexibility on how much funding can be given. In addition, there are many examples of where 
funding has been given towards projects which are not based in large cities. This is unlike 
other types of funding, such as funding from the government budget, which tends to prioritise 
projects in large urban regions such as London and Manchester.  
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Despite the overall success of funding through the National Lottery, this funding mechanism 
does not provide a reliable baseline revenue stream and cannot be relied on for the future 
funding of projects. Furthermore, the National Lottery is not a funding organisation which 
solely invests into sustainable transport and mobility. 

Lottery Funding and S-M Cities 
• Lottery funding is suitable for small to medium sized urban areas, as well as larger 

areas, and the same methods for implementation can be applied for each. 
• There are little criteria on who can apply for lottery funding. Funding tends to be given 

to non-for-profit or charity organisations, local government, education organisations, 
or individuals. 

• Provides a solid source of revenue for sustainable transport and mobility projects, 
without involving loans and debts. 

• Proven to be effective for increasing sustainable transport offerings and the ability for 
active travel. 

Guidelines for Implementation 
• Sign up to relevant lottery funding organisations available in your country or city. 
• Typically, there will be a search page on lottery websites where you can identify 

criteria to search for relevant funding programmes.  
• When applying for funding, develop a sound business plan for your project, which 

demonstrates exactly why you need the funding. To do this: 
o Speak to people with experience in the field of your project 
o Conduct research into the scale of the need for investment into your project 
o Include local statistics such as the level of population in deprivation or without 

access to public transport links 
o Highlight how your project will meet some of the objectives identified in local, 

regional and national policy 
o Show how your project will make a difference 

• The Big Lottery Fund’s guidance on getting funding and planning successful projects 
to be useful when applying for funding. 

• Look out for any competitions run by lotteries in the media, which offer funding as a 
prize. 

Useful Links 
Guidance to getting funding and applying for successful projects – Big Lottery Fund 2018 

https://www.biglotteryfund.org.uk/funding/funding-guidance/applying-for-funding  
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Appendix C.6 Voluntary Capture 
Key Characteristics 

• Deal or partnership between developers or property owners and a local authority, 
where the developer voluntarily agrees to pay some or all of the costs for an 
infrastructure project. 

• Raises additional revenue for infrastructure projects, whilst also providing a return on 
investment to the developer or property owner. 

• One off or irregular income source.  

Brief Description 
Voluntary capture is a deal or partnership 
between developers or property owners 
and a local authority, where the developers 
or property owners offer a voluntary 
contribution towards the costs of a public 
infrastructure project. Voluntary 
contributions tend to be offered when the 
developer or property owner calculates that 
the benefits that they will receive from the provision of public infrastructure, outweigh the cost 
of investing in it.  

Background 
Voluntary capture is a mechanism which has become increasingly popular for funding urban 
infrastructure projects in more recent years. It is based on the concept of ‘value capturing’, 
the idea where part of the financial benefit gained by a developer or property owner as a 
result of the provision of new infrastructure is captured and invested into the construction and 
maintenance cost of the infrastructure. Unlike other types of value capture which involve 
compulsory taxes and charges enforced by the state on developers and property owners 
who benefit from value enhancement (e.g. through property tax, developer impact fees and 
charges), voluntary capture is received at the discretion of the developer or property owner 
themselves (Enoch et al. 2005). 

Voluntary capture is generally received when a developer or property owner calculates that 
better public infrastructure will create a financial benefit for themselves by enhancing the 
value of a development or by increasing the rents that can be charged. If this is the case, the 
developer or property owner may decide that it makes business sense for them to enter into 
a voluntary agreement to pay for part, or all of the costs involved (Enoch, Potter and Ison 
2005). For example, if a trucking business would benefit from an improved road link between 
the depot and the motorway, it may happily fund new road improvements if the costs are less 
than the financial benefits that the company would gain. Similarly, if a developer would 
benefit from having a station closer to their development through increased property prices, 
they may help towards the funding of a new station. Voluntary contributions toward 
associated sustainable transport infrastructure can also speed up the acceptance of a 
proposed development, and allow  the developer or property owner to be more heavily 
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involved into the design process, thus ensuring that funded infrastructure meets their needs 
(Hayford, 2017).  

There are two common types of voluntary capture:  

1. Connection fees: Connection fees are the simplest type of voluntary capture and are 
a one-off contribution from developers or property owners of proposed and existing 
properties towards a physical connection to an existing municipal utility such as a 
train or bus station.  

2. Benefit sharing: At another level, benefit sharing (also known as joint development 
schemes) is where both public and private sectors recognise the benefit of 
developing local infrastructure, and therefore come to an agreement (often legally 
binding) to jointly develop that infrastructure. Benefit sharing tends to be where 
infrastructure investment is commercially viable at both public and private levels, for 
example, the joint development of transit stations and nearby office buildings (Enoch, 
Potter and Ison, 2005). 

Attractiveness of Voluntary Capture 
• Voluntary capture can often create substantial additional revenue, which can 

contribute to either some or all of the costs of new public transport infrastructure and 
mobility systems (Enoch, Potter and Ison, 2005). 

• Funding projects through voluntary capture creates incentives for the local authorities 
and transport agencies to make sure the benefits of the project will be realised in 
practice (Transport for London, 2017).  

• Voluntary capture can enable urban transport and mobility systems to become less 
reliant on finance from the state, whilst also keeping fares affordable to users 
(Transport for London, 2017). 

• Encourages community participation in the development of urban space, creating a 
sense of ownership and increasing social capital. 

Challenges and Risks 
• Unlike some other funding mechanisms, voluntary capture tends to be a one off or 

irregular income source. As a result, it cannot be developed into a reliable and 
continuous revenue stream (Enoch, Potter and Ison, 2005). 

• It is not a legal requirement and therefore individual deals could be hard to come by, 
as in order for voluntary contribution towards transportation improvement to be viable 
for developers, a number of conditions need to be meet. 

• The areas where public transport and mobility investment is most needed, may not be 
the same as the areas where voluntary contributions are most viable (Enoch, Potter 
and Ison, 2005). 

• Objectives of a developer who is paying for the transportation improvement do not 
necessarily correspond with objectives of the wider community and other 
stakeholders. Finding a compromise satisfying all stakeholders could be a challenge 
(Hayford, 2017). 

Track Record 
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Examples of successful implementation of voluntary capture to fund sustainable transport 
and mobility schemes can be found in cities such as Boston, Washington, and Toronto, 
where voluntary contributions have funded new transit stations, and connections with existing 
transit facilities (Enoch, Potter and Ison, 2005; Smith, 2013). 

 

Case Study: Boston’s New Brighton Landing Station 
Boston’s $15 million New Brighton Landing Station development was funded entirely through 
voluntary capture. In 2013, New Balance, an athletic company, requested permission to build 
a $500 million headquarters in the Allston-Boston area, complete with additional office space 
for renting, a hotel, a sports complex, and retail space, now known as the New Brighton 
Landing development (Massachusetts Department of Transport, 2012). In exchange for this 
permission, New Balance agreed to fund the entire development (and 10 years of 
maintenance) of a new rail station in the Allston-Boston area, to provide relief on the existing 
transport network by serving as a commuter station for the new development, and to serve 
the general public by helping to expand economic growth, access, and mobility in the local 
area.   

New Balance worked in partnership with the Massachusetts Department of Transportation to 
develop the station. A Memorandum of Agreement was signed by both New Balance and 
Massachusetts Department of Transport which specifies the commitment of each party in the 
process of designing and building the commuter rail station. The station was designed in 
accordance with the Department for Transport and MBTA’s station requirements and 
constructed using a management plan approved by all federal, state, and local agencies. 

Although New Balance invested a significant amount of money into the station, it was only 3 
percent of the total New Brighton Landing development cost, and the company could easily 
cover the cost itself. This meant that involving other parties in a more complex value capture 
scheme could be avoided (Smith, 2013). Furthermore, it was expected that New Balance 
would make a return in investment through increased ease for employees travelling to and 
from the New Balance headquarters.  

For Boston, the development of New Brighton Landing development and commuter rail 
station is expected to lead to approximately 3000 permanent jobs, as well as 400 full-time 
construction jobs (Massachusetts Department of Transport 2012). Charlie Baker, the 
Massachusetts Governor, commented that the new development was vital to bringing new 
economic activity and jobs into Greater Boston. 

Benefits 
• Assisted the development of the local transport system which could not have been 

afforded with local government money, by providing a station in an area which lacked 
sufficient public transport provision. 

• The private developer worked in partnership with the local Department for Transport 
which meant that the station was designed in accordance with the objectives for the 
wider area. 

• The partnership helped to grow the local economy, whilst also building the capacity of 
the local public transport network.  
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Drawbacks 
• It was a one-off investment and 10-year maintenance deal. After the maintenance 

deal would expire, the maintenance and operation of the station would need to be 
funded from the city budget or alternative sources of financing would need to be 
found. 

Assessment 
Voluntary capture has proven to be a successful financing mechanism for the development 
of New Brighton Landing commuter rail station. Rather than being reliant on various sources 
of funding which would have created a more unstable financing model, the development was 
funded entirely by the developer thus eliminating uncertainty regarding financing. The 
development resulted in significant improvements to the local sustainable transport network 
and was supported by a wide range of stakeholders. 

Despite the overall success of the voluntary capture mechanism for this project, Boston 
hasn’t seen any development as large as the New Brighton Landing development financed 
through voluntary capture, suggesting that this scale of voluntary investment into public 
transportation is unlikely to be a common occurrence.   

Voluntary Capture and S-M Cities 
• Voluntary capture is relevant for all sizes of cities. However, the size of revenue 

generated from voluntary capture would differ depending on the scale of benefits 
(such as increased rent) that the beneficiaries will gain from contributing towards new 
transport and mobility infrastructure. 

• Voluntary capture can be effective in areas where existing public transport 
infrastructure is lacking. 

• Despite private investors being a source of funding, local authorities and other 
stakeholders could be involved in the decision-making process at all stages by 
contributing to the design of the scheme, thus ensuring that wider sustainable 
transport and mobility objectives are met, and that the development benefits a wider 
community. 

• Voluntary capture can provide a solid revenue to fund sustainable transport and 
mobility projects, without reliance on loans, grants or public finances.  

Guidelines for Implementation 
The evidence suggests that often developers or property owners will come forward with 
plans for funding a piece of infrastructure themselves, as part of their development plans. 
However, where this is not the case, the following approach can be used to gain voluntary 
contributions to a project: 

• Local authorities should be open about future transport and mobility objectives for the 
S-M city to help gain interest from the public, landowners and developers, and create 
a sense of transparency. The objectives could be publicised through the following 
methods of communication: 

o Social media (LinkedIn, Twitter, Facebook) 
o Local newspapers and magazines 
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o Flyers posted to local residents 
o Public consultations 
o Stakeholder events 

• Local authorities should make sure that the potential benefits of proposed transport 
and mobility projects are communicated to developers and landowners in the affected 
areas. If the developer or landowner realises the benefits that a project will bring to 
them, it will help towards gaining their support and encourage their investment. 

• It should be made clear that the developers and landowners’ willingness to contribute 
towards the project will influence any decision made. For example, developers and 
landowners who contribute towards the transport or mobility project should be given 
the opportunity to give their input into the design and implementation of the scheme.  

• Developers and landowners should be given the opportunity to demonstrate their 
willingness to contribute towards a project. The local authority should publicise that 
they welcome the financial support of private developers and landowners and should 
develop a system for them to express their willingness to contribute. The system 
could be an online form. 

If the governing body or local planning authority has already announced the project, it can 
signal to private investors and developers that they can influence certain aspects of the 
design and potential benefits by demonstrating their willingness to pay and providing 
voluntary contributions. This can be done by opening up a consultation process that 
encourages feedback and comments from potential investors in the area. 

While using voluntary capture could mean the investment into sustainable infrastructure is 
driven by private investors, it doesn’t mean that a scheme cannot be designed to deliver the 
best possible solutions for the wider community. It is important that the objectives of the 
beneficiaries for the design of the project do not compromise those of the wider community. 
Local authorities using voluntary capture to fund their sustainable mobility and transportation 
agenda need to make sure that all stakeholders are actively involved into the design process 
and that their voices are heard. 

Summary 
Voluntary capture is not a common type of funding for sustainable transport and mobility 
systems in cities. It could be hard to encourage developers and landowners to pay a 
voluntary contribution towards a project, as it is not a legal requirement. Furthermore, if the 
developer or landowner does offer to pay a contribution, their objectives may not match up 
with those of the wider community and other stakeholders, and therefore, a compromise 
would have to be made on the design and implementation of the scheme.   

Despite that, it could be a viable and important additional source of funding for S-M cities. As 
the Boston case study highlights, it can create a substantial amount of additional revenue, 
which could contribute to either some or all of the costs of new sustainable transport and 
mobility systems. In turn, this can help towards growing the local economy and enhance local 
mobility offerings. Furthermore, voluntary capture encourages participation from the 
community in the development of urban, which can create a sense of ownership and creates 
more incentives for the state authorities and transport agencies to make sure the benefits of 
the project are realised in practice.  
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Overall, voluntary capture has proven to be a successful way of funding large-scale 
sustainable transport and mobility projects, of which lessons learnt can be taken and 
implemented in S-M sized cities across the EU. 

Useful Links 
New Balance Announce Brighton Station – Massachusetts Department of Transport 

https://blog.mass.gov/transportation/mbta/new-balance-massdot-announce-brighton-station/  

New Balance Buys Boston a Commuter Rail Stop – Next City 

https://nextcity.org/daily/entry/new-balance-buys-boston-a-commuter-rail-stop  

Using Voluntary Contributions to Create and Capture Value from Public Infrastructure – 
Hayford 

https://www.linkedin.com/pulse/using-voluntary-contributions-create-capture-value-from-
owen-hayford/  
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Appendix C.7 HGV Charging Schemes 
Key Characteristics 

• A system to impose a fee on Heavy Goods Vehicles (HGVs)1 or certain types of 
trucks, to compensate for the external cost that results from their operation. 

• Usually introduced and operated at the national level but cities could be included in 
the scheme (e.g. Brussels) or could establish their own bespoke charging scheme 
(e.g. London’s Low Emission Zone (LEZ)). 

• Revenues collected from the operation of the HGV charging schemes may be used 
for the implementation of other, more sustainable transport infrastructure projects. 

• The development of a charging policy for an HGV charging scheme that considers all 
the parameters of the external cost, such as pollutant emissions, vehicle gross 
weight, and traffic conditions, and implementation of the system could be a challenge 
for S-M cities unless it is part of a regional or nationwide system. 

Brief Description  
Most European countries have implemented 
or are in the process of implementing some 
form of truck charging scheme, where all 
hauliers from any country pay for using the 
roads, either by time or distance. Three 
different nationwide HGV charging 
mechanisms are currently used within the EU:  

• Electronic network-wide toll (distance-based charge) 
• Toll with physical barriers (distance-based charge), and 
• Time based charges 

For a distance-based charge, the level of the toll to be paid depends on the number of 
kilometres driven. One of the key elements of the electronic network-wide toll is an On-Board 
Unit (OBU) which sends GPS track data and other mandatory information to a server. The 
OBU is placed in every HGV subject to the levy and must be continuously switched on. The 
distance-based toll is calculated by using GPS tracks, road type and category of the motor 
vehicle. Whilst most of the HGV distance-based charges are introduced and managed at the 
national level, some or all roads within individual cities can also be included into the system. 
Participating cities would then receive their fair share of the proceeds, which they can spend 
on maintaining their local road network and on investing into more sustainable transportation 
and mobility schemes.  

A variation of the distance-based charge is an area-based charge, an example of which is 
London’s LEZ. The area-based charge can be enforced via physical barriers or Automatic 
Number Plate Recognition (ANPR) technology. ANPR is used to record number plates and to 
charge levy to vehicles entering and travelling on roads subject to toll. The charge can cover 

 
1 Heavy Goods Vehicles are those with a total weight (vehicle plus load) above 3,500 kg (European 
Commission 2018) 
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a part or all of the city and does not need to be part of a regional or national system. 
However, this system would not necessarily be a revenue generating scheme as it is likely 
that most or all proceeds would need to be spent on covering the costs of implementing and 
operating the scheme. 

With a time-based charge, HGVs are charged according to the duration of the use made of 
the infrastructure. The level of charge could also depend on the type and vehicle’s emission 
class. 

Background  
As a result of the EU’s efforts to internalise the external cost from HGVs’ trips across the 
union’s road network, the legislative framework for the HGV charging schemes is based on 
the ‘polluter pays’ principle. The following policy documents deal with road charging and 
HGV tolling: 

Green Paper "Towards fair and efficient pricing in transport" (COM (95) 691) 

Council Directive 93/89/EEC (the ‘Eurovignette’ Directive) later replaced by Directive 1999/96  

Directive 2004/52, revised by Directive 2006/38/EC and Directive 2011/76/EU 

The Green Paper of 1995 recognises the need to apply charging on road transport to 
compensate for the external cost that derives from it. It is estimated that HGVs are 
responsible for approximately 40-50% of road transport NOx emissions (European 
Environment Agency, 2013). 

Directive 1999/96 provides a detailed legal framework for charging HGVs for the use of 
certain roads. The Directive aims to eliminate distortions of competition between transport 
undertakings by achieving stepwise harmonisation of vehicle taxes and the establishment of 
fair mechanisms of infrastructure charging. It sets minimum levels of vehicle taxes for heavy 
commercial vehicles and provides for the way infrastructure charges should be set, including 
differentiation according to environmental performance (European Commission, 1999). 

Directive 2004/52 laid down the conditions necessary to ensure a European electronic toll 
service that is interoperable at the technical, contractual and procedural levels. The Directive 
was revised in 2006, with changes focusing on the encouragement of modal shift in freight 
transport, by allocating an increased amount of the revenues collected from HGV tolls to the 
cross-financing of transport infrastructure projects. Importantly, specific regions that 
encounter either congestion or pollution issues were given the right to set higher charges for 
HGVs.  

Among the Directive’s key points are: 

• Provision of a calculation methodology for external costs 
• Differentiation of maximum costs according to Euro emission classes is mandatory 
• The variation of infrastructure charges according to Euro emission classes should be 

‘revenue neutral’, and 
• Greater variation of peak-period charges is permitted 

Attractiveness of HGV Charging Schemes 
• Ensure that HGVs pay their fair share to compensate for the external cost they cause 

http://europa.eu/documents/comm/green_papers/pdf/com95_691_en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:31993L0089
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2000:044:0001:0155:EN:PDF
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2004.166.01.0124.01.ENG
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32006L0038
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32011L0076
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• Improved logistics efficiency and reduction of road-based freight traffic, due to the 
optimisation of freight routes’ scheduling 

• Renewal of the HGV fleet, through the imposition of fees that are dependent on the 
engine technology (Euro standards) 

• Reduction of pollutant emissions, due to the modernisation of the HGV fleet in terms 
of engine emissions 

• Revenue from HGV charging schemes can be used for financing of infrastructure 
projects, such as the extension and maintenance of the existing road network, and 
the investment into other more sustainable transport means such as rail and 
waterways 

Challenges and Risks 
• Development of an independent charging policy for HGV tolls that considers all the 

parameters of the external cost, such as pollutant emissions, vehicle gross weight, 
and traffic conditions could be challenging for S-M cities.  

• The introduction of scheme could be met with resistance from a range of 
stakeholders, especially from the road freight and haulier industry and local 
businesses which would be directly affected. 

• S-M cities could lack knowledge and capacity to introduce an effective and revenue 
generating charging scheme on their own without being part of a larger region- or 
nationwide scheme. 

• Appropriate national and local legislative framework should be in place, allowing 
development of an HGV charging scheme and regulating the process of recovering 
debt from vehicles owners who failed to pay the charge. 

• Tolls on the main road network could divert HGV traffic to the secondary and local 
roads, caused by drivers avoiding toll chargers. 

• Potentially high cost associated with the introduction and operation of the scheme 
may jeopardize its financial sustainability. 

Track Record  
There have been organised EU wide efforts to adopt a common methodology regarding the 
internalisation of the external cost caused by HGV traffic. Currently, 22 EU counties have 
some sort of an HGV charge applied to vehicles using their road networks. Estonia was the 
last EU country that introduced an HGV charging system, with a time-based charge coming 
into effect on 1 January 2018. Netherlands, Bulgaria and Sweden have plans to introduce 
distance-based charging in the near future. That would leave just three EU members without 
any form of HGV changing or plans to introduce one (Cyprus, Finland and Malta). 

Brussels-Capital region has recently introduced an HGV electronic distance-base tolling 
system, as part for the nationwide system.  Within the “city zone” of Brussels the tolls apply 
to all roads and are higher than charges applied to the roads outside of the capital.   

Case Study I: Germany’s Lkw-Maut System   
Germany’s HGV tolling system was implemented in 2005. The system is based on GPS 
(Global Positioning System) technology and takes into account the total distance travelled by 
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a vehicle.  The toll covers 13,000 km of federal highways and 2,300 km of federal roads. 
There are plans to extend the system to 40,000 km of Germany’s secondary roads. 

Targeted Groups 
Every freight vehicle, which has a gross weight over 7.5 tonnes and uses the motorway and 
federal highway network is subject to a charge. 

Timeline  
Germany introduced HGV tolls with the Eurovingette in 1995 along with five other EU 
countries (Belgium, Netherlands, Denmark, Sweden, Luxemburg) (Knorr et al, 2009). 
However, in its effort to tackle the growing HGV traffic passing through Germany, the 
government decided to modify the existing toll system. The changes that were applied in 
2005 transformed the system from tax-based to usage-based, meaning that the cost induced 
to HGVs would be based on the distance covered. 

Technical Specification 
Lkw-Maut System is based on GPS and GSM technology. With the use of GPS satellites, 
OBUs and digital maps, the distance travelled by each HGV is calculated based on its route. 
At the end of the route, using mobile technology, the total fee information is transmitted to the 
tolling station, and an invoice is issued. Not every user is obliged to equip their vehicle with 
an OBU. These users that do not have an OBU installed in their vehicle can pay the fee via 
the Internet or via specific roadside terminals that can be found in certain locations across 
the network. 

Stated Aims 
• To cover a part of the cost for road network extension and repair, and for the 

financing of other infrastructure projects; 
• Internalise the external cost from HGV emissions and infrastructure wear; 
• To introduce a fairer road charging system, as HGVs are responsible for a much 

bigger portion of the infrastructure wear compared to regular passenger cars; 
• To encourage the efficient use of HGVs by reducing number of empty trips; 
• To encourage the investment into more efficient HGV vehicles with the latest engine 

technology; and 
• To encourage the shift to other modes of freight transport (Knorr et al., 2009). 

Impacts 
Raised Revenue 
The revenue from LKW Maut is approximately €4.5 billion per year. The proceeds are 
collected by the federal government and spent on maintenance and construction of the 
federal highways and roads, rail and waterways.  With the proposed extension of the system 
to include secondary roads, some of which are managed by states (Länder), the revenue 
from the toll would be shared with them. 

Modal shift 

https://trans.info/eurovignette-road-tolls-denmark-netherlands-luxembourg-sweden-69845
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As a result of toll-charging, many logistics companies have shifted from using road transport 
to using rail infrastructure for their deliveries. Between the years 2003 and 2005, rail 
transport increased nearly twice as much as road transport (Directorate General for Internal 
Policies of the Union, 2008). Along with the increase in the exclusive use of rail infrastructure 
for freight transport, the tolling scheme resulted in the increase of intermodal transport (truck-
rail transport).    

Increase in truck sales with low-emission technology engines 
After the system was implemented, an increase in vehicle-kilometres travelled by vehicles 
with emission technology Euro 3 or better was recorded. The sales of 10 and 12 tonnes 
trucks with Euro 3 or better emission technology doubled in the first year (Bereni, 2012). By 
2011, trucks with Euro 5 engine technology performed nearly 70% of the total mileage 
(Gibson et al., 2004).  

Optimisation of delivery routes 
Delivery routes were optimized to avoid trips with an empty truck.  

Increase of traffic in secondary network 
Since the introduction of the Lkw-Maut system, an increase on traffic diverted to secondary 
network was observed. However, the increase was limited to specific routes that concentrate 
certain characteristics, users seem to choose routes that are parallel to the primary 
motorway network, that cause minimal delay, and have attractive infrastructure 
characteristics.  

Assessment 
Official data from the German Federal Office for Goods Transport indicate that the system is 
widely accepted among HGV drivers. This fact is reflected by the number of registered 
OBUs, which is continuing to increase. In the first six months after the introduction of the 
system, 450,000 units were installed. By April 2006, there were 500,000 and, by 2011, 
700,000 OBUs were installed (Bereni, 2012).  

The revenues collected after the introduction of the Lkw-Maut system are quite significant. 
The annual gross revenue is around €4.5 billion. The revenue is invested into road 
infrastructure (50%), rail (38%) and on inland waterways (12%) (Broaddus and Gertz, 2008). 

Case Study II: Brussels HGV Toll 
Brussels is a city-region that has recently introduced an HGV toll by making the most of the 
roll-out of the nation-wide HGV electronic distance-base tolling system.  Within the “city 
zone” of Brussels the tolls apply to all roads and are higher than charges applied to the roads 
outside of the capital. The amount of toll charged also depends on the emission standard 
(Euro class), and type of road taken.  

As part for the nationwide system, the toll also applies to all motorways in Flanders and 
Wallonia, covering a total of 6,700 km of roads in Belgium. 

Targeted groups 
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Trucks weighing 3.5 tonnes or more that enter the city zone of Brussels are subject to toll. 
Trucks with a Euro 5 engine must pay a higher fee (0.184 €/km) than those with a Euro 6 
engine (0.174 €/km). 

Timeline 
On 21st January 2011, three regions in Belgium (Brussels, Wallonia, and Flanders) signed a 
Political Agreement on the reform of their road tax system, which envisaged an HGV 
kilometre charging system. The project has been given the brand name of ‘Viapass’, and in 
2011 and 2012 each of the three regions carried out preparatory studies with a consultant. 
By 2013, the architecture for the charging system was finalised. The toll in Brussels came 
into force on 1st April 2016. 

Technical Specification 
The HGV toll system is based on an OBU which should be purchased by truck drivers or 
truck companies. All Belgium and foreign lorries which drive into Belgium should be equipped 
with an OBU which records distance covered (to the metre) and transmits the amount of the 
toll to an invoicing centre (Viapass, 2018).  

Stated Aims 
The main aim of the implementation of the charge is to better reflect the costs which HGVs 
place on the road infrastructure in Brussels. The revenue from the charge will be attributable 
to the regional government, in the case of Brussel, to the Brussels-Capital Region authority 
(Transport and Environment, 2016). 

Impacts 
As the toll has only been in place since 2016, the information about the impacts is still very 
limited. It is expected that the toll will provide the Brussels-Capital Region government with 
additional revenue for maintaining the roads within the city and will reduce HGV traffic 
through the city.  

Assessment 
The introduced distance-based HGV toll in Belgium covering all three Belgium regions can 
be seen as one of the most advanced toll systems in Europe.  It is estimated that the toll 
would account for 4.5 billion vehicle km and would raise €750 million in revenue. 

The cost of implementation is shared by all Belgium regions and does not include extensive 
physical infrastructure as the system relies on the OBU and GPS tracking. The OBU is 
placed in every HGV subject to the levy which uses the public roads in Belgium and must be 
continuously switched on. Thus, it allows the tracking of HGV movements on roads which are 
subject to the toll charge and which are currently not subject to the charge. 

In addition to raised revenue, the kilometre charge will enable the Brussels region and the 
two other regions to obtain more specific data on HGV traffic on their road network. These 
data will be used to inform mobility policy and adjust the toll system to better suit regional 
and local transportation objectives. The regions have the right to adapt the toll road network 
and the rates twice a year. 
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Case Study III: London’s LEZ 
Although London’s Low Emission Zone (LEZ) is a traffic pollution charging scheme rather 
than an HGV charging scheme, it specifically targets HGVs, large vans and minibuses, as 
well as buses. The aim of the scheme is to reduce the exhaust gas emissions of diesel-
powered commercial vehicles in London.  

The zone covers most of Greater London and operates 24 hours a day, 7 days a week, with 
the boundary of the zone marked by signs. The LEZ emissions standards are based 
on European emission standards relating to particulate matter (PM), which are emitted by 
vehicles.  

The scheme is managed by the Transport for London (TfL). 

Targeted Groups  
Only vehicles that do not conform to emission standards are charged; the others may enter 
the controlled zone free of charge. 

Vehicles charged under the London LEZ are: 

pre-October 2006 lorries over 3.5 tonnes, coaches over five tonnes, larger vans, minibuses 
and motorised caravans; and 

Light 4x4s and pick-ups registered new before 1 January 2002. 

Table C4 shows types of vehicles and corresponding charges under the LEZ. 

Table C4 Type of vehicles and charges under the LEZ 

Vehicle Weight Daily 
charge 

Larger vans, motorised horseboxes, 4x4 light utility 
vehicles, pick-ups, other specialist vehicles 

1.205 tonnes unladen or 
more 

£100 

Motor caravans, ambulances 2.5 - 3.5 tonnes gross 
vehicle weight 

£100 

Mini-buses (with more than eight passenger seats) 5 tonnes or less gross 
vehicle weight 

£100 

Lorries, goods vehicles, motor caravans, motorised 
horseboxes, breakdown and recovery vehicles, snow 
ploughs, gritters, refuse collection vehicles, road 
sweepers, concrete mixers, tippers, fire engines, 
removals lorries, other specialist vehicles 

More than 3.5 tonnes 
gross vehicle weight 

£200 

Buses, coaches (with more than eight passenger 
seats) 

More than 5 tonnes gross 
vehicle weight 

£200 

 

The following vehicles are not charged:  

• Larger vans and minibuses that meet the Euro 3 standard 
• Lorries, buses, and coaches that meet Euro 4, and 
• Cars and motorcycles 
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Timeline 
The scheme became operational in February 2008 with phased introduction of an 
increasingly stricter regime until January 2012. 

Plans for the Ultra-Low Emissions Zone (ULEZ), to be implemented in 2019, are under 
consideration. 

Technical Specification 
The zone is monitored using ANPR to record number plates. Vehicles entering or moving 
around the zone are checked against the records of the Driver and Vehicle Licensing Agency 
(DVLA), and vehicle owners who eligible for the charge but have not paid, are pursued. For 
vehicles registered outside of Great Britain, an international debt recovery agency is used to 
obtain unpaid charges and fines. 

Stated Aims 
The objectives of the proposed LEZ are two-fold: 

• To move London closer to achieving national and EU air quality objectives for 2010; 
• To improve the health and quality of life of people who live and work in London, 

through improving air quality. 

The proposed LEZ is not designed to be a revenue generating scheme and the revenues do 
not offset the costs of implementing and operating the scheme. 

Impacts 
• Black Carbon has been reduced by 40-50% 
• Average concentrations of NO2 were reduced by 0.12 mg/m3, with peak 

concentration reductions up to 0.16 mg/m3 on polluted streets 
• Average concentrations of PM10 reduced by 0.03 mg/m3, with peak concentration 

reductions up to 0.5 mg/m3 on polluted streets 
• The Cost Benefit Analysis gave a £250-670 million benefit, £90-250 of which are 

outside Greater London (Urban Access Regulations in Europe 2018) 
• A large drop in the percentage of the non-compliant pre-Euro 3 vehicles entering 

London’s LEZ, attributable to the LEZ policy, as vehicle owners/users responded to 
meeting the minimum standards before the set date (Ezeah, Finney, & Nnajide, 2015) 

Assessment 
The scheme led to a large drop in the percentage of the non-compliant pre-Euro 3 vehicles 
entering London’s LEZ and to improved air quality.  

The scheme does not generate enough revenue to offset the costs of its implementation and 
operation. 

HGV Charging Scheme and S-M Cities  
An HGV charging scheme covering some or all roads in a city could deliver a number of 
benefits to S-M sized cities, including the reduction in HGV traffic, additional revenue and 
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improvement to air quality. This financing mechanism is particularly suitable for cities which 
have a high proportion of transit HGVs, travelling through the city to and from destinations 
outside its boundary. 

In comparison to other HGV charging systems, the electronic distance-based HGV charge, 
which uses GPS technology via an OBU, is best suited for S-M sized cities, as it could be 
introduced as part of an existing or proposed nation or regionwide scheme. Being a part of a 
larger scheme would allow a participating city to share the associated cost with a national 
and regional government, as well as other local governments participating in the scheme. 
The electronic distance-based HGV charge using GPS technology also does not require 
investment into physical barriers, ANPR and other extensive physical infrastructure, thus 
reducing implementation and operational costs for a city. 

This financing mechanism is considered to be a longer-term mechanism which does not 
provide a ‘quick fix’ to gaining additional revenue for transport and mobility projects. It took 
five years for the HGV charging scheme covering Brussel to be developed and implemented. 

Guidelines for Implementation  
• Relevant national legislative framework is required. If such legislation does not exist, 

S-M sized cites might need to work together with other local authorities and lobby a 
national and regional government to adopt appropriate legislation. 

• Where an existing nation or regionwide HGV charging scheme exists or is proposed, 
a local authority considering the introduction of such scheme needs to take 
advantage of the existing or proposed system by working together with an overseeing 
authority. A local authority would need to make a strong case for roads within their 
local road network to be included into a larger toll system and to share the proceeds 
from the charge.  

• To prevent HGV traffic diversion into roads which are not covered by the scheme, 
careful consideration should be given to determine what roads are included and what 
level of charge is adopted for each road type. If a free alternative exists, HGV drivers 
are likely to avoid roads subject to a charge and use roads not covered by the 
scheme. Also, if tolls on different types of roads covered by the scheme vary 
significantly, for example between motorways and secondary roads, total vehicles per 
kilometre can potentially increase as operators could use routes which take 
advantage of the lower charges per kilometre. 

• To minimise impact on local businesses, where possible provide alternative freight 
transportation options. 

• Ensure compatibility of HGV tolls with neighbouring local authorities and regions to 
allow future integration of systems. 

• Work together with stakeholders who would be directly affected by the charging 
scheme, including local and regional businesses, haulage operators, neighbouring 
local authorities and the local community. 

• Employ reliable IT technology. 
• Ensure that relevant legislation exists which allows the recovering of debt from 

owners of vehicles who have not paid the charge, including international vehicles.   
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Summary  
The HGV charging schemes, particularly distance-based charging schemes, ensure that 
HGVs pay their fair share for the external cost they cause. Examples from the EU countries 
show that such schemes can generate significant income for national governments who 
introduce them. 

HGV charging schemes could also be a viable financing mechanism for S-M sized cities with 
a high proportion of transit HGV traffic, as well as an effective measure for reducing freight 
road traffic on their local road network. Since advanced technology and knowledge of it is 
required, for a modest size city acting alone, HGV charging schemes can be relatively 
complicated and expensive to introduce. It is therefore advisable that where possible, S-M 
sized cities work together with each other and with their regional and national government to 
be included into an existing or proposed national or regional HGV distance-based charging 
scheme. This would allow them to avoid or minimise costs associated with development, 
introduction and operation of the scheme while receiving their fair share of revenue.  

If implemented correctly, an HGV charging scheme can provide a S-M sized city with a 
continuous long-term revenue stream which could be used for maintenance and 
improvement of their local road network, including making it better suited for sustainable 
mobility and transportation. 

Useful Links 
Road Infrastructure Charging Heavy Goods Vehicles – European Commission 

https://ec.europa.eu/transport/modes/road/road_charging/charging_hgv_en 

Heavy Goods Vehicles – European Commission 

https://ec.europa.eu/transport/road_safety/specialist/knowledge/vehicle/safety_design_needs
/heavy_goods_vehicles_en 

London’s Low Emission Zone (LEZ) 

https://tfl.gov.uk/modes/driving/low-emission-zone/check-if-your-vehicle-is-affected/hgvs-
lorries-buses-and-coaches 
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Appendix C.8 Work Place Parking Levy (WPL) 
Key Characteristics 

• The aims of Workplace Parking Levy (WPL) are to reduce daily car travel by 
encouraging the removal of workplace parking and to raise revenue 

• WPL is a levy charged on a certain workplace’s parking spaces used by commuters 
• The levy is charged on employers and not on their employees 
• The proceeds of the levy must be spent on transport improvements and investment 
• Parking spaces for delivery vehicles, occasional business visitors, and customers 

may be exempt from the levy. Hospitals, emergency services and parking spaces for 
disabled could be entitled to discounts. 

• Controlled parking measures in the local area may be required to avoid displacement 
of off-street to on-street parking 

• Once established, the system is fairly cheap and easy to manage 

Brief Description 
WPL is a charge on 
employers, posed by local 
authorities, who provide 
parking spaces for their 
employees and could be 
seen as a type of a 
congestion charging 
scheme. The introduction of 
WPL usually has two 
objectives: firstly, to be a 
traffic demand management measure to deter driving and secondly, to raise funds for 
transport and mobility improvement schemes (Dale, Frost, Ison, & Warren, 2014).  

Under WPL, it is the employer who is charged, who then have a discretion to absorb the cost 
themselves or to pass all or part of it on to their employees who commute to work by car and 
use the provided parking. 

In the UK, by law, any funds generated through WPL must be spent on local transport, as 
outlined in the Local Transport Strategy.  

Background  
The availability of parking and associated cost to car users can have a significant influence 
on driving behaviour. As such, parking provision and enforcement is an important tool 
available to S-M cities to control traffic congestion and to raise funds for sustainable transport 
and mobility projects. Parking controls are relatively cheap to implement but could require 
continuous expenditure on monitoring and enforcement. 

Local authorities control on-street and off-street public parking spaces and can design 
parking policies to achieve a desired objective; whether it is to raise revenue, limit car use or 
foster regeneration of a part of a city. This can be achieved through changes to the price 
and/or supply of parking available in urban areas. However, local authorities do not control 
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most of the available parking in cities, as a large share of parking is private parking. A recent 
study in the UK suggests that private non-residential (PNR) parking typically forms half or 
more of the total parking in town centres (Butcher, 2012).  When the rest of private parking is 
added, i.e. residential and private parking available for the general public, the percentage of 
private parking can be expected to be much higher. Given that large proportions of parking in 
urban areas are not managed by local authorities, it could be difficult for them to have an 
efficient parking strategy as they have limited or no jurisdiction over a significant proportion of 
parking. Workplace parking could represent a particular problem as it is often provided for 
free. 

In order to exert control over private parking, a municipality can choose to introduce parking 
taxes. Parking taxes often impose a charge, usually in the form of a percentage, on paid-for 
parking. Parking taxes are widely used in US cities. Parking levies is another measure used 
to manage parking and to raise revenue for a local authority. They apply a charge on certain 
types of parking within a large area or a specific part of a city.  

The UK Government have previously taxed employer parking as it was recognised as an 
untaxed benefit. However, due to administrative difficulties associated with monitoring and 
collecting the revenue, this tax was later abandoned. Nevertheless, it was acknowledged that 
uncontrolled private parking could potentially have a negative effect on the parking strategy 
in cities. As a result, the UK government adopted a legislation allowing local authorities to 
have control over non-residential parking by introducing a levy on workplace parking.  

The stated aim of a WPL ‘is to reduce the amount of parking available as a means of 
reducing car journeys and increasing use of public transport, walking and cycling…and a vital 
element in the effectiveness of the policy will be the use made of the proceeds to improve 
transport choice locally’. However, despite the acknowledged importance of the use of the 
raised revenue from the levy, the level in which the charge is set ‘should principally consider 
the likely traffic management effects of charging schemes, rather than the need to raise a 
predetermined sum for public transport improvements’ (House of Common, 2003). 
Nevertheless, as the example of Nottingham (UK) shows, for a city, a WPL can be a source 
of substantial revenue that can be spent on sustainable transportation and mobility projects. 

Attractiveness of Financing Mechanism 
• WPL can be a source of additional revenue for a S-M city which could be invested 

into transport and mobility improvements. 
• Charging the parking provider as opposed to charging motorists reduces conflict 

between the local authority and public as it is the employer’s responsibility to manage 
if employees are required to pay for parking (Burchell, 2014). 

• Encourages a modal shift and decrease in vehicle usage within designated 
boundaries. WPL provides financial incentive to reduce demand for additional 
workplace parking and motivation for car commuters to switch to walking, cycling, 
Park & Ride and public transport. 

• Through applying additional cost of driving to work and a reduction in the supply of 
parking spaces as employers attempted to reduce their cost, WPL can contribute to 
the reduction in congestion (Dale, Frost, Ison, Quddus, & Warren, 2017). 
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• The WPL could be seen as an internalisation of some of the externalities caused 
through committing to work by car. 

• It is less complex and cheaper to implement and operate compared to measures 
such as road pricing (Dale, Frost, Ison, Quddus, et al., 2017). 

• Once established the system could be managed relatively cheaply and easily. 

 
Challenges and Risks 

• Could lead to potential backlash from local businesses who would be charged extra.  
• WPL could be perceived as unfair by a wide range of individuals, employers and 

other organisations, as it does not distinguish between those who travel in congested 
periods on congested roads, and those who do not. It also does not distinguish 
between those who have practicable public transport option and those who do not. 
Finally, it places an additional burden on low income households compared to higher 
income households (Dale, Frost, Ison, Quddus, et al., 2017). 

• The introduction of a levy requires lengthy and comprehensive consultation with 
residents and businesses, as well as an audit of the existing workplace parking 
spaces. 

• Finding the right balance for pricing strategy could be difficult. A local authority needs 
to find a balance between a revenue raising activity, while avoiding setting a charge 
which is too high, and thus deterring employers from setting up new business. 

• Risk of spilling over into surrounding streets unless on- and off-street parking-
controlled measures are introduced within the affected areas. 

Track Record  
Currently parking levies are used in Australia (Perth, Melbourne and Sydney), Singapore and 
the UK (Nottingham) (Burchell, 2014). Each parking place levy scheme is unique in terms of 
who is charged, what the charge is, and who is exempt. The main objective for most of the 
existing schemes is to reduce traffic congestion via the charge element, as well as investing 
the raised revenue  into improvements of public transport infrastructure (Dale et al., 2014). 

In Perth, the revenue has been spent on providing a bus system and expanding the Free 
Transit Zone, while in Sydney it has been used mostly on Park and Ride car parks and 
transport interchanges. Regarding targeted groups, in Melbourne, the charge applies to all 
types of parking, in Sydney, only certain business districts are liable for the charge, whilst in 
Perth, exemptions apply to residents and businesses with five or fewer parking spaces. The 
highest parking levy charge was in Sydney, where the annual charge was approximately 
£1,335 per space. Recent studies suggest that revenue generated from the schemes in 
Melbourne, Perth and Sydney has delivered significant benefits (Burchell, 2014). 

In the UK, Nottingham introduced a WPL in 2012. Since then, over £44 million has been 
generated with 100% compliance of liable employers (Hallam & Gibbons, 2018). Oxford and 
Cambridge are currently considering the introduction of a WPL. Oxfordshire County Council 
has allocated £100,000 to develop an Outline Business Case. In Cambridge, a WPL plan has 
been given the green light. It is estimated that developing the scheme and introducing the 
infrastructure required to run it would take between three and five years.  
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Case Study I: Nottingham WPL 
Overview 
Nottingham has a population of 312,000, with approximately 60,000 people travelling to work 
in Nottingham each day by car or van (Green Party, 2016). 

A levy on large employer’s parking at workplaces was introduced in 2012. In the first three 
years of operation, the workplace parking levy raised £25.3 million of revenue, all of which 
has funded improvements in the city’s transport infrastructure, including a fleet of electric 
buses. Recent research indicates that the levy has contributed to a 33% fall in carbon 
emissions, and a modal shift which has seen public transport use rise to over 40% (Hallam, 
2016).  

How it works 
The Workplace Parking Levy (WPL) is an annual charge, set in line with inflation. An annual 
licence runs from 1 April to 31 March, and the cost of each liable workplace parking place is 
confirmed prior to 1 January each year. A levy is issued on parking at workplaces. Employers 
that provide more than 10 workplace parking places are liable to pay a charge for each of 
those places. Importantly, employers, rather than employees, are responsible for paying any 
WPL charge, although employers can choose to pass the cost of the WPL to their 
employees. A salary sacrifice agreement allows an employee to sacrifice part of their salary 
in return for a tax-exempt benefit, in this case, workplace parking (Nottingham City Council, 
2015). Employers that provide workplace parking places may be subject to enforcement and 
penalties if they do not comply with the WPL scheme. In total, the charge is levied on 
approximately 25,000 spaces (Green Party, 2016). 

All money raised from the WPL must be invested into improving local transport. Up to today, 
the revenue raised through the WPL has provided funds to support NET Phase Two (the 
extension of the existing tram system), the redevelopment of Nottingham Railway Station, 
and the Link bus network. 

Cost of the Levy 
The costs were established in order to raise the revenue required for the proposed public 
transport investment programme based on the estimated number of liable spaces. RPI 
(Retail Price Index) figure is used to calculate year-on-year increases in the levy (NCC, 
2018). Table 1 show the cost of a parking space from the year of introduction of the levy. 

Table 1  Cost of a parking space under WPL 

Year Cost of a parking space (GBP) Cost of a parking space (EUR)* 

2012/2013 288 324 

2013/2014 334 375 

2014/2015 364 409 

2015/2016 381 428 

2016/2017 381 + inflation 428 
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2017/2018 387 435 

2018/2019 402 452 

Source: adopted from (Burchell, 2014) and (NCC, 2018). Note: *Based on the exchange rate on 02/01/2018, with 
GBP 1 = EUR 1.1242 

 

Targeted groups 
A charge placed on commuter parking spaces for all employers in the city area with more 
than 10 spaces. Employers inside Nottingham City Council’s (NCC) administrative boundary 
who provide workplace parking places for any of the following, are obliged to obtain a WPL 
licence: 

• Employees 
• Regular business visitors, including consultants, contractors, suppliers, agency staff 

or other business visitors attending their regular place of work, and 
• Pupils or students attending a course of education or training 

Employers need a separate WPL licence for each individual premises where workplace 
parking is provided (NCC, 2018). 

Exempt categories 
Spaces exempt from licensing include those for:  

• Occasional business visitors 
• Customer vehicles 
• Motorbikes 
• Vehicles used to deliver or collect goods 
• Fleet Vehicles (vehicles not used to travel to and from work) 
• Vehicles owned by employees who live at their place of work 

Occasional business visitors, customer vehicles and delivery vehicles are exempt from 
licensing. Disabled Blue Badge holders, NHS premises and emergency services are eligible 
for a 100% discount for licensed spaces. Employers who provide 10 or fewer workplace 
parking places in total at all of their premises within NCC's administrative boundary also get 
100% discount from the WPL charge.  

Timeline  
Table 2 shows the timeline of introduction of the WPL in Nottingham. 

Table 2  Timeline of WPL in Nottingham 

1998 Workplace Parking Levy is considered by government in the transport White Paper “A 
New Deal for Transport: Better for Everyone” as a measure to manage congestion. 

2000 Local authorities are given power to introduce a Workplace Parking Levy in the 
Transport Act 2000. 

2000 NCC started to consider the options for a charging scheme and its response to 
government transport policy and advice. 



D4_Task 4.1_Guidelines to Innovative Financing: Appendix C 
 

 

78 

 

2002 City commissioned a study on the options for funding transport improvements. Option 
E – WPL approach has been taken forward for consultation. The option was selected 
because it is quick to implement, enables the generation of income stream and has 
little implementation risks in terms of technology and cost. 

2005 NCC commissioned PriceWaterhouseCoopers to carry out a study of the potential 
economic impact of a Workplace Parking Levy. 

2007 Public consultation, public examination and business case produced for a WPL in 
Nottingham. 

2008 NCC submit the WPL Order to the Department for Transport for approval by the 
Secretary of State. 

2009 WPL Order is approved by the Secretary of State on July 19th. 

2011 Licencing for the scheme begins on July 1st with a legal obligation for all employers to 
be licenced by October 1st (100% discount applies to all). 

2012 Charging for the WPL begins on April 1st. 

Source: adopted with changes from (Burchell, 2014) 

Stated Aims 
The main reason for the introduction of the WPL in Nottingham was to raise revenue in order 
to improve local transport, in particular NET Phase Two (the extension of the existing tram 
system). The second most popular reason for the introduction of the WPL was to manage 
congestion. The third reason for the introduction of the WPL was to ensure future prosperity 
of the city. The fourth, although less popular reason as to why the WPL was introduced, was 
to generate an environmental benefit.  

The WPL package was expected to deliver the following benefits by 2021: 

1. 20% growth in public transport trips to Nottingham city centre 
2. Projected traffic growth in car trips to the city centre reduced from 15% to 8% 
3. 45% increase in Park & Ride usage, and 
4. A reduction of 2.8 million car journeys a year from Nottingham’s roads 

WPL was believed to be an appropriate tool to deliver these benefits because: 

• It is a demand management tool which targets commuters who are the main reason 
behind congestion, particularly at peak periods 

• It will encourage development and adoption of workplace travel plans and responsible 
parking management  

• It encourages employers to give stronger consideration of the development potential 
and costs of land used as parking within the city boundary 

• WPL was a high value for money proposal, with low development costs and shorter 
implementation timescales than alternatives  

• A levy on commuter parking combined with funding for improvements in public 
transport, will have a direct and an indirect impact in encouraging more sustainable 
travel behaviour and mode choice (Burchell, 2014) 
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Benefits  
Benefits of the WPL in Nottingham include: 

• £44 million revenue raised, used to fund Tram Extension, Railway Station Upgrade, 
Bus subsidy and Green buses and business travel plans;  

• 100% compliance of liable employers; 
• The WPL team operate at less than 5% of revenue (Hallam & Gibbons, 2018); 
• Reduced congestion; 
• Improved land use; 
• Environmental improvement; and 
• Urban Regeneration. 

Assessment 
During the consultation process the proposals were advertised in the local media and via a 
dedicated website. Approximately 2500 responses were received. Of the city residents, 68% 
were generally supportive, but across the wider sample 43% were in support and 55% 
objected. The negative views were primarily voiced by employers and organisations 
representing business as it was suggested that it was unfair to introduce an additional cost to 
business (Burchell, 2014). 

Since charging began in 2012 over £44 million of revenue has been generated with 100% 
compliance of liable employers; over 99.9% of revenue has been collected and there have 
been no legal actions. In addition, the WPL team operate at less than 5% of revenue. The 
raised revenue was invested in transport infrastructure, such as the city’s tram network 
extension, redevelopment of the city’s Railway Station, and fully electric Link bus network. It 
has also contributed towards the development of Nottingham’s integrated all-operator pay-
as-you-go smartcard, extensive real time information system, two refurbished bus stations 
and technology for priority and late running buses at key signalised junctions. This 
investment into public transport has led to a 4.5% patronage increase in bus/tram usage 
since 2013/14 from an already high level of 75m per annum. As a result, Nottingham has the 
highest level of bus/tram usage per head outside of London, with customer satisfaction levels 
continuing to rise across all areas to over 95%. In 2017, Nottingham City Council (NCC) won 
a prestigious Ashden Award for their Workplace Parking Levy (Hallam & Gibbons, 2018). 

There is strong evidence that the introduction of the WPL had no significant negative impact 
on inward investment and that the WPL plays a very minor role in business location 
decisions. The growth in employment and in inward investment since 2012, the year when 
WPL was introduced, suggests that Nottingham is relatively attractive to potential investors. 
At the same time, evidence from case studies of major investments indicate that the public 
transport improvement funded by the WPL are an important factor for investors (Dale, Frost, 
Ison, Nettleship, & Warren, 2017). 

It should be noted that additional beneficial impacts from a WPL scheme, such as effect on 
congestion, could be masked by external factors which could increase congestion. These 
include implementation of large infrastructure projects and positive economic growth (Dale, 
Frost, Ison, Quddus, et al., 2017). 

  

https://www.ashden.org/winners/nottingham
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Financing Mechanism and S-M Cities  
The introduction of WPL could help S-M cities to raise revenue and to reduce congestion, as 
well as to improve the environment and the local area due to the wider impacts the scheme 
will deliver. All this need to be considered when WPL schemes are evaluated to ensure that 
the full package and improvements are understood.  

Guidelines for Implementation  
When designing and implementing a WPL scheme, the following aspects of a WPL need to 
be understood and considered: 

• Number of liable spaces 
• Exemptions 
• Fairness 
• Propensity for parking to displace if on-street parking-controlled measures are 

introduced within the affected areas  
• Need to design the scheme in a way that aids enforcement  
• Availability of a good public transport alternative prior to introducing the scheme, and 
• Potential issues associated with a public consultation or holding a referendum 

While raising the revenue is an important objective for the introduction of the WPL, the 
acceptance of a scheme can be significantly improved if a lower charge is initially applied. 
The charge can be increased once the scheme is established. 

Barriers to implementation 
The major barrier to the implementation of the WPL scheme is political risk for the decision 
makers. Obtaining stakeholder support and acceptance could present significant challenges 
for local authorities promoting the WPL scheme. Typically, the WPL is criticised on 3 
grounds: 

1. Being an additional burden on business and thus damaging local economy 
2. Being ineffective in reducing congestion 
3. Being unfair on the motorist who already carries a high tax burden (Dale et al., 2014) 

Lack of relevant national and local laws and regulatory environment is another major barrier 
to the implementation of the scheme. 

Consultation with stakeholders 
It is vital that the introduction of a WPL involves an extensive period of consultation with local 
residents and businesses, and with neighbouring local authorities which would be affected by 
the scheme. An important part of the consultation would be deciding on suitable boundaries 
for the area covered by the levy. 

Recommendations relevant for policy makers 

• If no relevant national legislation exists, local authorities seeking to introduce WPL 
need to work with national governments to establish appropriate legislative base.  
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• Local authorities should not proceed until they have developed a detailed programme 
for the scheme, including developing a strategy for managing the proceeds and an 
administrative structure required for managing the scheme. 

• Local authorities need to be clear and transparent about how the proceeds of the 
WPL would be spent.  

• Local authorities should emphasise to the public and businesses the relationship 
between the WPL and transport improvements, and to ensure that the public 
transport benefits associated with the scheme are clearly publicised. 

• Acceptance of a scheme can be improved by making sure that all those who pay the 
levy benefit from improvements funded by it. 

• At the same time, local authorities seeking to implement a WPL scheme need to 
manage the expectation of stakeholders with respect to beneficial impacts from the 
scheme (Dale  et al., 2017). 

• A WPL may be better accepted politically in locations where a large proportion of 
commuters travel from outside of the jurisdiction of a local authority considering a 
WPL.  This is because people living outside the boundary of a local authority are 
ineligible to vote with respect to the authority introducing the scheme. 

• Evidence suggests that referendums for charging schemes such as Road User 
Charge (RUC) or WPL almost never get a ‘yes’ vote due to the nature of costs and 
benefits. Therefore, a consultation on a WPL could be better suited to gauge public 
opinion and understand people’s concerns and desires. 

• A WPL may take a long time to develop and implement. Therefore, it is important that 
political stability and continuity is in place in order to allow a scheme to be developed 
strategically without becoming destabilised by elections and a change of political 
party. 

Recommendations relevant for practitioners 

• Applying WPL to the whole local authority area rather than to a specific area within 
the administrative boundary can simplify the administrative complexity and increase 
revenue. 

• Working closely with employers while the scheme is being introduced would improve 
compliance with the scheme. 

• Promoters of the scheme should aim to minimise the number of exemptions in order 
to ensure scheme remains simple. At the same time, applying an exemption to the 
first few vehicles at a location could reduce the administrative complexity and 
enforcement as a large proportion of businesses are unaffected by the levy without 
having a significant negative impact on the total revenue raised. 

• Having a 100% discount applied instead of an exemption, provides greater flexibility 
with respect to changing the exemption criteria at a later date. 

• A lower initial charge can improve acceptance when the scheme is first introduced. If 
required, the charge can be later increased to raise additional revenue once the 
scheme has been implemented. 

• If possible, the employers should be able to pass on the charge by means of salary 
sacrifice. This would effectively reduce the charge for an employee via tax breaks.  
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• Employers should apply for a licence for all parking spaces that they use, including 
those that are exempt from the levy. This information would be used to calculated 
how much the business is to pay under the scheme and create a register of all 
employee parking spaces within the scheme boundary. 

• Local authorities would need to carry out regular checks to see how many spaces 
were being used and that the licence was being complied with. 

• Local authorities need to identify the most likely locations for displaced parking, and 
make plans for addressing this issue, including allocating resources for implementing 
any necessary parking control measures. 

• Local authorities can benefit significantly with respect to the design and operation of 
the WPL by learning from other cities who have introduced or working on introducing 
similar type of schemes. Important lessons can be learnt regarding implementation 
(business case, charge, exemptions etc) and operation (monitoring, penalties, 
enforcement etc) of a WPL.  

Controlled parking zones 
A workplace parking levy works best when there are controlled parking zones (CPZs) in 
place within the vicinity of the scheme area. CPZs prevent commuters from parking on 
nearby streets once the WPL is introduced. Local authorities seeking to introduce the WPL 
should consider extending their parking controls to cover the proposed WPL area and 
surrounding streets or to exclude areas where they do not have controls in place from the 
WPL scheme. 

Creating a register and administration system 
A comprehensive audit of workplace parking spaces within a city is required. Once a register 
and licensing system is in place, the administration of the levy is relatively simple, and a 
small team should be able to manage the whole scheme. 

Impact Assessment 
Extensive assessment and modelling need to be carried out to assess both direct and 
indirect transport impacts of the WPL. 

Summary  
A WPL is an important tool available to S-M cities to raise funds for sustainable transport and 
mobility projects and to bring additional benefits, including reduction in congestion, urban 
regeneration, and environmental improvements. 

However, absence of relevant national legislation could be a major barrier to the 
implementation of the WPL scheme by S-M cities.  

Once established a WPL could be relatively cheaply and easily managed by a small team. In 
Nottingham (UK), the WPL team operates on less than 5% of revenue. However, developing 
a WPL scheme could be a complex process, requiring extensive public consultations, and it 
can take years to introduce. 

Obtaining stakeholder support and acceptance could be a significant challenge for the 
scheme promoters. Communication strategies should include a clear statement of public 
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transport improvements to be funded through the WPL and an explanation of the benefits to 
all businesses who will be paying the levy.   

Local authorities seeking to introduce a WPL scheme should recognise that it is mainly a 
financial mechanism rather than congestion reduction measure as it may not deliver 
reduction in traffic alone. It is the improvements that are funded by a levy that help most in 
reducing or constraining traffic growth. However, positive effect on congestion could be less 
obvious due to external factors which could increase congestion, such as implementation of 
large infrastructure projects and positive economic growth.  

Useful Links 
Greater Cambridge Partnership – Workplace Parking Levy 

https://www.greatercambridge.org.uk/transport/transport-projects/city-access/workplace-
parking-levy/ 

Nottingham City Council (NCC) - Workplace Parking Levy 

https://www.nottinghamcity.gov.uk/transport-parking-and-streets/parking-and-
permits/workplace-parking-levy/ 

Workplace Parking Levy (WPL) – Paper of WPL Policy in the UK 

http://www.britishparking.co.uk/write/Documents/Library/SN00628.pdf 

The Road User Charging and Workplace Parking Levy (Classes of Motor Vehicles) 
(England) (Amendment) Regulations 2017 

http://www.legislation.gov.uk/uksi/2017/1141/contents/made 

Campaign for Better Transport - A winning policy: Nottingham's Workplace Parking Levy 

http://www.bettertransport.org.uk/blog/better-transport/winning-policy-nottinghams-
workplace-parking-levy 

Investigating the transferability of the Workplace Parking Levy (Doctoral Thesis by Jonathan 
Burchell) 

https://dspace.lboro.ac.uk/dspace-jspui/handle/2134/17192# 
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Appendix C.9 Community Infrastructure Levy (CIL) 
Key Characteristics 

• A Community Infrastructure Levy (CIL) is a levy that a local authority can choose to 
charge on new developments in their area (Planning Advisory Service, 2018).  

• The levy is placed on developers who are undertaking new building projects within 
the local area. 

• The revenue generated from a CIL should be used by the local authority to promote 
existing infrastructure and to fund new infrastructure that the council and local 
community want (Planning Advisory Service, 2018). 

• The charging schedule is unique to each local authority. Generally, it is levied per 
square metre and collected from the date that a development is commenced. 

Brief Description  
CILs are used to raise 
additional funds for the 
promotion of existing 
infrastructure and 
development of new 
infrastructures in 
England and Wales. 
The levy is placed on 
new building developers 
in the local area, as it is 
expected that the new 
infrastructure will 
increase the value of 
new developments. 

Revenue generated through a CIL is usually used for funding facilities such as: 

• Roads and other transportation 
• Schools and other education 
• Medical services 
• Sport/recreation and open spaces 

The charging schedule is unique to each local authority, and it is determined on a case-by-
case scenario. The rate is calculated by taking into account the net increase in floor space of 
the new development, with established minimums. 

CILs are legally binding and taxes can be calculated prior to the execution of the works 
during the planning process, taking into account the values established by each local 
authority. The corresponding fee is invoiced at the starting date of the development, following 
a communication sent by the local authority. A deadline for the payment of the levy is 
established on the invoice. 

Background  
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CIL charges are widely used in the UK where they were introduced by the UK’s Planning Act 
2008 as a tool for local authorities in England and Wales to help deliver infrastructure to 
support the development of their area.  

Levy charging authorities decide where the revenue generated from the levy should be 
spent. In England and Wales, levy charging authorities prepare relevant Plans for their areas, 
which include the analysis of the local infrastructures needs and identification of those which 
may be financed through the revenue generated from the CIL. Levy charging authorities in 
England include district and metropolitan district councils, London borough councils, unitary 
authorities, national park authorities, The Broads Authority, Mayoral Development 
Corporations and the Mayor of London (UK Government, 2018a). 

The levy is collected by the ‘collecting authority’ (as defined by CIL Regulations 2010). In 
most cases this is the charging authority but, in London, the boroughs collect the levy on 
behalf of the Mayor. County councils collect the levy charged by district councils on 
developments for which the county gives consent. 

There are a number of situations in which a developer can request an exemption from the 
application of the corresponding CIL, if the established requirements are met. However, 
these exemptions must be correctly justified in time and form and are difficult to obtain. 

In the CIL guidance developed by the UK government, developments exempt of paying the 
levy are listed, and include (UK Government, 2018a): 

• Development of less than 100 square metres, unless this is a whole house, in which 
case the levy is payable 

• Houses, flats, residential annexes and residential extensions which are built by ‘self-
builders’ 

• Social housing 
• Charitable development 
• Specified types of development which local authorities have decided should be subject 

to a ‘zero’ rate and specified as such in their charging schedules 
• Vacant buildings brought back into the same use 

Attractiveness  
• The CIL has a higher level of transparency compared to the Planning Obligations 

system (for example, Section 106 (S.106) and Public Gain), due to its fixed charging 
rate. 

• The process of obtaining funding from developers is fast as it removes lengthy 
negotiation processes in favour of mandated amounts provided. 

• Levy rates are set by local authorities, making it highly specific to the needs and size 
of both the local area and the new development. 

• There is a higher certainty for developers in regard to their expected contribution 
amounts. 

• The CIL promotes a fair system for developments, whereby all but the smallest are 
expected to contribute to local infrastructure. 

https://www.legislation.gov.uk/ukpga/2008/29/contents
https://www.legislation.gov.uk/ukpga/2008/29/contents
https://www.legislation.gov.uk/ukdsi/2010/9780111492390/contents
https://www.gov.uk/guidance/community-infrastructure-levy
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• Revenue from the CIL generates a large increase in overall funds obtained, 
compared to the Planning Obligations system whereby only 6 percent of all 
development provided contributions for supporting infrastructure. 

Challenges and Risks 
• The financing mechanism is dependent on the local authority for pricing and 

enforcement. 
• There is no ‘one way’ to implement a CIL, thus the local authority needs to be mindful 

regarding the creation of a CIL charging schedule. 
• The charging system may discourage development in areas with high charging rates, 

in favour of development in areas with either a more affordable CIL or no CIL at all. 
This can be resolved by implementing a CIL across all local authorities within region. 

• Requires an overseer authority in order to approve the CIL rates and schedule. 

Case Study I: Mayoral CIL Crossrail 2 Project 
Crossrail 2 is a proposed new railway serving London and the wider South East, with an 
estimated cost of around £30 billion in 2014 prices (Crossrail 2, 2018). It connects the 
National Rail networks in Surrey and Hertfordshire via a new tunnel and stations between 
Wimbledon, Tottenham Hale and New Southgate, linking in with London Underground, 
London Overground, Crossrail 1, and national and international rail services. 

Crossrail 2 will address major emerging pressures on the existing transport network. 
Population and employment in London and the South East are forecast to grow strongly, and 
without action to relieve crowding, boost connectivity and unlock new housing, London and 
the wider South East will struggle to grow sustainably in the coming decades. Therefore, 
Crossrail 2 will help towards relieving pressures of population and economic growth by 
enhancing London’s transport system.  

Various sources of funding are being used to fund Crossrail 2, one of which is the Mayor of 
London’s Community Infrastructure Levy. The Mayor of London’s Community Infrastructure 
Levy was introduced in 2012 (MCIL1), to help finance Crossrail 1, a major rail link that will 
connect central London to Reading and Heathrow in the West and Shenfield and Abbey 
Wood in the East. However, following 31st December 2017, MCIL1 ceased to apply. A 
second Mayor of London Community Infrastructure Levy (MCIL2) is currently in the 
preliminary draft stage, and is expected to be levied from April 2019, superseding MCIL1. 
MCIL2 will contribute to the funding of Crossrail 2.  

Stated Aims 
• MCIL2 aims to provide a substantial amount of additional funding for the Crossrail 2 

project, to help alleviate reliance on traditional sources of finance 
• MCIL2 aims to support a project which will address major emerging pressures on the 

existing transport network, a secondary objective to the first 

Benefits 
• All money collected from MCIL2 is destined to the construction of the Crossrail 2 

project. 
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• It is estimated that approximately £8.6 billion in nominal terms will be raised from 
MCIL2 to assist the financing of Crossrail 2 from 2019-20 to 2042-43, covering 
around 30% of the total project cost (UK Government, 2018b). 

• MCIL2 will enable the development of one of the most significant infrastructure 
projects ever undertaken in the UK. From improving journey times across London, to 
easing congestion and offering better connections, Crossrail will change the way 
people travel around the capital. It is expected that: 

o Crossrail 2 will support the development and regeneration of up to 200,000 
new houses across London and the South East (Crossrail 2, 2018). 

o Crossrail 2 will help to improve accessibility around London by providing step-
free access at each station along the route (Crossrail 2, 2018). 

o Whilst under construction, Crossrail 2 will support 60,000 new jobs across the 
UK supply chain, and once operational, it will support 200,000 jobs across 
London and the South East (Crossrail 2, 2018).  

Drawbacks 
• The MCIL2 will not cover the total cost of the Crossrail 2 project, and therefore, 

additional funding will come from other sources. 
• The total amount of funding from MCIL2 will depend heavily on the amount of 

development within the MCIL2 boundaries in the coming years, and therefore, it is 
hard to predict the exact amount of funding.  

• The development industry has raised concerns that lack of clarity about how CIL 
proceeds will be spent makes it difficult for them to assess scheme viability and the 
potential effect of CIL proposals on the viability of development across an area.  

Assessment 
CIL has proven to be a successful funding mechanism for sustainable transport projects. It 
has generated a large amount of revenue to fund Crossrail 1, and is expected to contribute 
towards approximately 30 percent of the total cost of Crossrail 2. It has been particularly 
successful in London as it has had a strong political backing from the Mayor of London.  

Despite the overall success of the CIL for Crossrail, the revenue is concentrated on one 
single project and other sustainable transport and mobility schemes within London do not 
have access to this funding.  

Case Study II: Bristol City Council 
Introduction 
Bristol City Council (UK) has established a CIL Charging Schedule to collect money to fund 
new infrastructure in the local area.  

In setting CIL rates, Bristol City Council has aimed to strike what appears to the Council to be 
an appropriate balance between: 

• The desirability of funding from CIL (in whole or in part) and the estimated total cost 
of infrastructure required to support the development of Bristol, taking into account 
other actual and expected sources of funding. 
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• The potential effects (taken as a whole) of the imposition of CIL on the economic 
viability of development across Bristol. 

The CIL rates charged by Bristol City Council are set out in Table C5. 

Table C5 Bristol City Council CIL Charging Schedule 

Development Type CIL Rate/m2 

Residential (Class C3) Inner Zone £70 

Residential (Class C3) Outer Zone £50 

Commercial (Classes B1, B2 and B8) £0 

Hotels £70 

Retail £120 

Student Accommodation £100 

Residential and Non-residential Institutions (Classes C2, C2A, D1) and 
development by the emergency services for operational purposes 

£0 

Other chargeable development £50 

 

As stated on the Bristol City Council website, the money raised from the Community 
Infrastructure Levy is spent as follows: 

• 5% for set up and admin costs of CIL 
• 15% to Neighbourhood Partnerships to spend on local schemes 
• 80% to infrastructure on Bristol City Council’s’ Regulation 123 List including: 

o Bus Rapid Transit (Ashton Vale to Bristol Temple Meads and City Centre) 
o South Bristol Link 
o Bus Rapid Transit (North Fringe to Hengrove) 
o Infrastructure schemes in the Temple Quarter Enterprise Zone (excluding site 

specific highway access / public realm works required to directly mitigate the 
impact of proposed developments) 

o Existing Parks and Green Spaces identified in the Parks and Green Spaces 
Strategy 

o School Schemes set out in the Schools Organisation Strategy 
o Infrastructure schemes to support the regeneration of Lockleaze  
o Infrastructure schemes to support the regeneration of Knowle West 
o Strategic Flood Defence measures. 

Stated Aims 
• Money collected through Bristol’s CIL is destined to finance local infrastructures 

needed to support planned developments and works 

Benefits 

https://www.bristol.gov.uk/
https://www.bristol.gov.uk/documents/20182/239261/Regulation+123+List/34bff8d4-5249-4129-b0f2-d62052a4c875
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• Bristol’s CIL has raised substantial additional revenue which is spent on local 
infrastructure. 

• The regulations for Bristol’s CIL provide a set list of infrastructures which the CIL can 
be spent on (Regulation 123 List), therefore avoiding any uncertainty over how it 
should be distributed. 

• Each month, Bristol Council publish a document which indicates the amount of 
money collected during that month and how this money has been spent, which 
creates transparency for the local community. As an example, in January 2018, 
Bristol CIL collected £393,304.59 from local developers. During this period, Bristol 
Council worked on the improvement of some local infrastructures, using money 
collected through CILs schemes, including (Bristol City Council, 2018): 

o The provision of improvements to the former Jacob Wells Baths to enable 
greater levels of community use; including new furniture, disabled ramps, 
redecoration and improvements to the heating system. 

o The removal of graffiti and fly posting from the Gloucester Road area and the 
specialist coating of the walls to enable easier removal of graffiti in future, 
resulting in lower maintenance costs and an improved environment in and 
around Gloucester Road. 

o The provision of lighting improvements to St. Johns Road and All Saints 
Road, to include refurbishment and in some cases, extension, of cast iron 
lighting columns, new lanterns and improved power supply. 

• The CIL is a legal requirement for those who are liable for the payment, and therefore 
it removes the lengthy negotiation processes associated with other types of financing 
mechanisms.  

Drawbacks 
• There is a list of infrastructure projects for which the Bristol CIL can be used 

(Regulation 123 List), and therefore, the financing mechanism cannot be applied for 
all sustainable transport and mobility projects in Bristol. 

• The CIL is not used purely for sustainable transport and mobility projects. 

CILs and S-M Cities 
CILs can play a relevant role in financing sustainable transport and mobility schemes in S-M 
sized cities. With the implementation of CILs, local authorities will have more control over 
how new sustainable transport and mobility schemes within S-M sized cities are funded, as 
the distribution is in the hands of the local authority rather than the state.  

Additionally, the money must be spent on infrastructure in the areas where new 
developments are built. Therefore, this will create a more sustainable approach to 
development as the money can be used to relieve pressures of new developments (such as 
population increase) on existing local transport and mobility infrastructure. 

CILs applied in medium to larger sized cities such as Bristol and London have proved to 
have a positive impact on their economies and development of necessary infrastructures. 
The CIL models can also be applied in S-M cities.  

Guidelines for Implementation 
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The following steps should be undertaken for the implementation of CILs: 

1) Identify any relevant national legislation which allows local authorities to charge CILs. 
If there is no such legislation, local authorities should join together and lobby for the 
national legislative body to adopt one. 

2) Identify the necessary infrastructure needed to support the development of their area, 
as well as the costs associated with it. 

3) The charging authority should prepare a ‘preliminary charging schedule’ setting out 
the rate and/or the formula determining how the CIL will be calculated in their area. 
Levy rates should be expressed per square meter and the charge should be applied 
to the gross internal floorspace of the development liable for the levy. Developments 
liable for the levy charge should be specified in the charging schedule. Charging 
authorities should strike an appropriate balance between the desirability of using the 
levy to fund infrastructure and the impact which this may have on the economic 
viability of development in their area. To do this, charging authorities should look at 
infrastructure planning evidence which underpins the development strategy for their 
area. 

4) Consult on the preliminary charging schedule and, after that, preparing a draft 
schedule to be subjected to a further public consultation. 

5) Test the charging schedule through an examination in public (EiP). The examiner 
should consider whether the charging authority has regarded the criteria in the CIL 
legislation. The examiner should publish their recommendations. 

6) The charging authority should consider the recommendations of the examiner, and 
approval, rejection or amendment to the charging schedule should then be made by 
the charging authority. 

7) When the charging schedule is approved, it should be published by the charging 
authority. The start date for which the charge applies should be chosen by the 
charging authority and specified in the charging schedule. The charging schedule will 
remain in effect until the charging authority decides to bring into effect either a revised 
version or decides to abandon the levy. 

8) The amount of CIL to be paid by a development should be calculated by the 
collecting authority (usually the same body as the charging authority) at the time 
planning consent is granted and will be payable at the time when development starts. 
It is the collecting authority’s responsibility to make sure the levy is collected. Failure 
to pay could result in a legal requirement to stop development. 

 
Useful Links 
Supplementary Planning Guidance – London’s City Council 

https://www.london.gov.uk/sites/default/files/gla_migrate_files_destination/Crossrail%20SPG
%20April%202013.pdf  

Community Infrastructure Levy Guidance – UK Government 

https://www.gov.uk/guidance/community-infrastructure-levy  

Planning Act 2008 - Her Majesty’s Government in the United Kingdom 

https://www.london.gov.uk/sites/default/files/gla_migrate_files_destination/Crossrail%20SPG%20April%202013.pdf
https://www.london.gov.uk/sites/default/files/gla_migrate_files_destination/Crossrail%20SPG%20April%202013.pdf
https://www.gov.uk/guidance/community-infrastructure-levy
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https://www.legislation.gov.uk/ukpga/2008/29/contents 
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Appendix C.10 Advertising, Sponsorship and Naming Rights 
Key Characteristics 

• Businesses and organisations pay local authorities for using their facilities and assets 
to promote their brand, services and products, ideas and public campaign messages. 

• Examples of marketing agreements may include advertising, sponsorships, and 
naming rights. 

• Selling advertising, sponsorship and naming rights must be in line with the guidelines 
for acceptable advertising content and local policy and legislation. 

Brief Description 
Local government 
revenue options from 
private marketing 
generally broadly fall 
into three categories: 

(1) Advertising on 
public assets, in 
publication and 
digital media 

(2) Sponsorship, and 
(3) Selling of or leasing naming rights for public facilities and assets 

Advertising can be defined as an agreement between a local authority and the advertiser, 
whereby the local authority receives money from an organisation or individual in return to an 
advertisement in local authority-controlled media and on publicly owned assets. The value of 
advertising contracts is dependent on the local market and total amount of exposure, which 
is the total number of potential opportunities a viewer would have to see the advertisement. 

Sponsorship gives businesses an opportunity to become a key stakeholder and official 
provider of goods or services to local sustainable mobility and transportation events and 
schemes. For a local authority it provides a chance to share cost with a private partner while 
delivering benefits to their citizens. 

A local authority can also sell or lease to private companies naming rights for public facilities 
and assets. The agreement provides companies with a benefit of improved brand 
recognition, while the local authority benefits from additional revenue. The sale of naming 
rights for public physical capital may be a viable alternative for raising revenue, especially to 
fund highly visible infrastructure, such as large transport interchanges, as well as bus and 
metro station. 

Background  
The first use of advertising can be traced to ancient civilizations. Evidence of outdoor 
advertising (such as tradesmen’s and tavern signs) have been found from early civilizations 
of Egypt, Greece, Rome and Mesopotamia. Advertising became a major feature 
in capitalist economies from the mid-19th century (Tellis and Ambler, 2007). In more recent 
times, many local authorities started to recognise the potential of their assets to generate 
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additional income through advertising and marketing agreements, and as a result developed 
a coherent approach towards sponsorship and advertising as part of its revenue generation 
strategy. 

The concept of selling naming rights is a relatively new way of thinking which takes 
advertising a step beyond the typical wall and vehicle advertisements and offers alternative 
ways of gaining revenue or establishing creative financing.  This concept is an extension of 
naming rights in other industries (such as naming stadiums and venues owned by sport 
teams after companies and brands), which have a long and growing history of high value 
naming rights agreements.  

Attractiveness of advertising, sponsorship and naming rights 
• Advertising is a potentially lucrative business opportunity which makes use of a 

market that would otherwise not be utilised.  
• Generating revenue through selling advertising space, branding, and naming rights is 

proven to be a viable and successful way to raise additional funds. While potential 
revenue raised from advertising may be small compared to the total operating budget, 
the potential funds that could be generated are significant.   

• Many local authorities have a strong and trusted brand which can help them to attract 
substantial advertising revenue.  

• Advertising with local authorities, for example on buses and in public transport 
station, is popular with commercial enterprises as their messages reach thousands of 
people who use public transport, as well as pedestrians.  

• Advertising on the interior and exterior of public transport vehicles can be used to 
offset the fare cost to public transport users and service provision costs.  

• There is little to no cost to carry advertising on local government sites, so whatever 
revenue comes in can go directly to mitigate ongoing running costs. 

• Some advertising can be artistic or amusing, thus making space and building more 
interesting or appealing. 

• Revenue from advertising can be used to fund amenities that would not have 
otherwise existed. For example, revenue from advertising on a bus shelter can be 
used to pay for its construction and maintenance. 

• Revenue sharing agreement with a specialist marketing agency can transfer some 
cost and risks to a private partner.  

Challenges and risks 
• There could be an initial cost associated with buying and installing advertisement 

infrastructure. 
• The regulations for outdoor advertising could include specific requirements for size, 

content and location. Planning and legal restrictions may also forbid certain outdoor 
advertising platforms and other forms of advertising. 

• The proliferation of advertisements may have a negative impact on the aesthetic of 
environments such as picturesque landscape and cultural streetscapes. This may 
impact on factors such as tourism and quality of life, which, in turn, may devalue a 
place.  

• Outdoor advertising may cause light pollution. 



D4_Task 4.1_Guidelines to Innovative Financing: Appendix C 
 

 

96 

 

• Local authorities do not always have the same pulling power as the private sector in 
terms of gaining sponsorship and advertising. 

• In difficult economic climate it may be very difficult to secure sponsorship and sell 
advertising. 

• Lack of staff, resources and expertise required for planning and implementation of 
sponsorship and advertising strategy and/or increasing pressures on existing 
workforce by creating extra work on top of existing workload. 

• Advertising can be intrusive on public space, can divert driver’s attention away from 
the driving task.  

• Taxpayers and ratepayers may object to a specific advertisement or the name put on 
a facility.  

• Current businesses offering advertising space would likely oppose concessions as it 
could undermine their economic future. 

Track Record 
There are various examples of where outdoor advertising has been successful for generating 
revenue to fund or maintain public infrastructure. For example, in Australia, outdoor 
advertising funds or maintains a large amount of public infrastructure. In 2006-2007, outdoor 
advertising paid for more than US$182 million for public infrastructure (e.g. bus shelters, park 
benches and pedestrian bridges). Revenue generated through outdoor advertising also pays 
for the maintenance of this infrastructure, at a cost of approximately US$12 million per year 
(Daluge et al, 2011).  

Recent examples involving municipal authorities and transit agencies selling or leasing 
naming rights include: Emirates Air Line (a cable car link across the River Thames and 
Santander Cycles (self-service cycle hire scheme) in London, UK; AT&T station in 
Philadelphia, US; Vodafone Sol and Line 2 Vodaphone metro line in Madrid, Spain; and 
Zhou Hei Ya (Wuhan-based food outlets famous for spicy duck neck) Jianghan Road Station 
in Wuhan, China. 

In 2010, AT&T paid $5 million to put its name on a downtown transit station for five years. A 
year before that in New York City, the British bank Barclays bought the naming rights to a 
bustling Brooklyn subway station for $200,000 per year (Usa Today, 2013). Las Vegas sold 
the name of a key station in its new monorail system to Nextel Communications Inc. 
(reportedly for $50 million) (Fisher and Wassmer, 2016).  

In Dubai, in 2008, the Roads and Transport Authority (RTA) launched the « Dubai Metro 
Naming Rights Project » to choose the name of 23 of the 47 stations of the two underground 
lines (excluding landmarks and historical sites). A deal was signed for 40 million dirham per 
station for a 10-year period (approximately €2,5 million per station, per annum), it included 13 
metro stations and leasing spaces inside the metro network. It is estimated that authorities 
have earned more than €450 million  between 2010 and 2014 (CODATU, 2016). 

Assessment 
While selling advertising space, branding, and naming rights is proven to be a viable and 
successful way to raise additional funds, local governments should exercise caution when 
considering marketing deals with private firms. Citizens may see marketing revenue as a 



D4_Task 4.1_Guidelines to Innovative Financing: Appendix C 
 

 

97 

 

desirable alternative to taxes or user charges, partly because they do not directly pay for that 
revenue, which comes indirectly from the private firms’ consumers, workers, and investors. 
Citizens may also see marketing revenue as a way to export public sector costs to non-
residents. On the other hand, citizens may worry whether the contract or advertising is 
affecting the quality of the service. For instance, locating soft drink machines in public 
schools has become controversial, with concerns about the potential effects on students and 
learning (Fisher and Wassmer, 2016).  

Case study: Emirates Air Line, London 
The Emirates Air Line is a one-kilometre cable car that crosses the Thames, travelling 
between Emirates Greenwich Peninsula and Emirates Royal Dock tube stations. It opened in 
June 2012 and provides a direct link between the O2, Europe’s largest entertainment venue, 
and the ExCeL, the largest exhibition centre in the UK. 

Over half of the total cost of the Emirates Air Line, £36 million of the total £60 million, was 
funded through a 10-year sponsorship deal with Emirates airline. Additional funding included 
a grant from the European Regional Development Fund (EDRF) and other sponsorships 
agreements, as well as fare revenue (Transport for London, 2011; European Commission, 
2018). 

As part of the sponsorship deal with Emirates, the airline gained naming rights of the cable 
car and the two new stations at either end, as well as branding rights to include the Emirates 
logo on the outside of each gondola. In addition, the Emirates Air Line route has been added 
to London’s famous Tube Map, becoming the first route to have a logo of a sponsoring 
company shown on the map. 

Benefits 
• The development of Emirates Air Line is expected to be a key factor in the 

transformation of east London into a thriving metropolitan quarter. It is expected that it 
will attract new businesses, leisure facilities and entertainment (Transport for London, 
2011). 

• The Air Line connects the North and the South of London, has a capacity of up to 
2,500 people per hour in each direction and takes five minutes to cross the river, 
therefore making it a sustainable and innovative alternative to travel.  

• The sponsorship deal covered over half of the total cost of the cable car. 

Assessment 
The funding from Emirates was guaranteed through a signed 10-year contract, which 
reduced the risk to the project. In turn, Emirates were given branding and naming rights of 
the cable car and the two new stations at either end.  

Case study II: Advertising by Southeastern Pennsylvania 
Transportation Authority (SEPTA) 
The Southeastern Pennsylvania Transportation Authority (SEPTA) is a regional public 
transportation authority that operates bus, subway / elevated rail line, commuter and light 
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rail line, and electric trolleybus services to nearly 4 million people in five counties in and 
around Philadelphia, Pennsylvania. 

As part of their additional revenue generation strategy, the SEPTA and City of Philadelphia 
partnered with Intersection, a company managing municipal media is some of the largest 
transit system in the US, to sell advertising space and branding rights on buses, rail, station 
and at bus shelters around the city. 

Technical Specification 
The SEPTA is the nation’s 6th largest transit system by ridership, with 325 million annual 
riders. It is one of only two U.S. transit agencies that operates all five major types of transit 
vehicles: regional rail trains, subway trains, light rail trains, electric trolleys, and motor buses. 
There are approximately 2,000 buses in the SEPTA bus fleet with a monthly ridership of 
approximately 16,500,000 (Intersection, 2018).  

The SEPTA offer a number of opportunities for marketing and advertising, including: 
advertising on street media (digital urban panels, digital bus shelters, street level LED walls, 
bus shelters, newsstands, elevator wraps, market street furniture etc), bus media  (bus wraps 
and exterior bus media, as well as interior bus advertising), rail media (station sponsorship, 
station dominations, station saturations, digital platforms & station displays, concourse lcd 
digital screens, concourse video walls, platform media, station banners, train wraps, exterior 
train media,  interior brand trains etc), and naming rights to a venue or station. More details 
regarding advertising products offered by the SEPTA could be found in a Philadelphia Media 
Kit prepared by Intersection. 

Stated Aims 
• To generate new non-fare revenue for the transit agency 

Benefits  
The SEPTA generated $15.72 million in advertising revenue in 2016 fiscal year (The 
Statistics Portal, 2018).  

Drawbacks   
• The amount of advertising on the SEPTA and City of Philadelphia assets can be 

considered intrusive by some people 

Assessment 
Selling advertising space and branding generates significant additional revenue for the 
SEPTA and City of Philadelphia. In 2016 fiscal year, the SEPTA generated $15.72 million in 
advertising revenue, representing approximately 3% of total revenue2 of $572 million 
(SEPTA, 2016). 

Financing Mechanism and S-M Sized Cities 

 
2 Includes passenger revenue and other operating revenue and excludes government subsidies. 

https://s3.amazonaws.com/ixn-p-81a77edd0ffa/wp-content/uploads/2017/08/12124740/Philadelphia-Media-Kit.pdf
https://s3.amazonaws.com/ixn-p-81a77edd0ffa/wp-content/uploads/2017/08/12124740/Philadelphia-Media-Kit.pdf
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• In the current economic climate of shrinking budget and increasing demands on local 
authorities, S-M city local government could raise additional revenue by using existing 
publicly owned assets.  

• Many publicly owned assets in small and medium sized cities have the potential to 
generate income through selling advertising, sponsorship and naming rights. 

• While advertising is unlikely to raise substantial revenue for S-M city authorities, 
however it can supplement their income and reduce pressure on local budget, thus 
free revenue that could be spent on sustainable mobility and transport projects. 

Guidelines for Implementation  
Identifying Opportunities 
A local authority needs to identify opportunities for Advertising, Sponsorships and Naming 
Rights. This include identifying public facilities and assets suitable for outdoor and indoor 
advertising, media and digital media suitable for advertising, opportunities for sponsorship of 
sustainable mobility events, and assets suitable for naming rights.  

Developing Relevant Policy and Guidelines 
Prepare and adopt local Sponsorship, Naming Rights and Advertising Policy and Guidelines.  
This policy needs to define a consistent, co-ordinated and professional approach towards 
advertising and sponsorship, as well as outline standards, principles, responsibilities, and 
procedures for award approval and agreements. Such policy should minimise the local 
authority’s exposure to risk whilst supporting the opportunity. It needs to specify what is 
acceptable and what is not. Many local authorities, for example, restrict or ban alcohol and 
tobacco advertising. Other restrictions include restrictions on ad content deal with 
objectionable, indecent, libellous or political content. For example, Transport for London (TfL) 
banned an advert urging business owners to leave the UK and go to France after Brexit 
because it did not comply with their guidelines (BBC, 2018).  

Examples of Sponsorship, Naming Rights and Advertising policies prepared by local 
authorities could found under the Useful Links section of this brief. 

Compliance with existing legislative framework 
Local authorities should be aware that their ad campaigns, like those of commercial 
companies, are most likely are subject to the advertising code and regulation.  

Developing central database listing 
A local authority needs to create a coordinated approach to income generation through 
sponsorship and advertising, by developing a central database listing existing suppliers, local 
businesses and national companies.  This tool could be used for engaging prospective 
sponsors and building relationships with local companies for potential advertising revenue. 

Highlighting potential benefits for private partners 
A local authority should highlight potential benefits to private partners from advertising with 
local authority and sponsoring local sustainable mobility events. These benefits include:  

• Having its logo on publicity material 
• Being mention in press releases 
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• Direct hyperlinks to company's website from local authority website promoting the 
event 

• Appearances at photo opportunities at events 
• Promotional stalls 
• Mentioning on social media 
• Logo on online postings, and 
• Mentions on broadcast media, including local radio 

Making sure that companies are aware of these benefits improves chances to attract private 
partners who could provide a financial contribution.  

Partner with a Specialist Marketing Agency  
A private partner’s role would be to market agreed assets for advertising and sponsorship. 
This arrangement usually involves a revenue share (the market rate varies between 30 and 
50% for a private partner) with a private partner would only being paid on results.  The on-
going management of the contract would require a local authority to allocate a staff resource 
to this task.  

Partnering with a specialist marketing agency include a number of benefits for a local 
authority.  

• Low investment risk as no investment required up front and payment would be results 
based only.  

• Options to build in an opt out condition if the partner does not perform under the 
terms of the contract. 

• An agency would have the ability to potentially generate more income as it could 
dedicate more resources to work on behalf of the local authority.  

• An agency would have better understanding of the market and have access to 
organisations and companies via its contact base. 

At the same time, over the long term partnering with a specialist marketing agency could 
potentially generate less revenue due to the revenue share approach. 

Key to Success 

• Competitive pricing structures 
• Careful negotiation of contracts 
• Compliance with financial and procurement regulations, and 
• Ensuring best value 

Potential opportunities and assets  
Outdoor Advertising 
Advertising can be place outdoors on public land, buildings and equipment. Examples of 
potential outdoor spaces suitable for advertising include:  

• Display and notice boards at: parks, recycling centres, car parks, on local authority 
owned land and buildings 

• Advertising billboards and banners 
• Roundabouts and traffic island 
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• On local authority vehicles, including municipal public transport and refuse collection 
vehicles 

• Benches, litter and dog bins, grit bins 
• Lighting columns 
• Cycle lockers 
• Bridges 

A local authority owned transit agency can enter into an agreement with an advertising 
company to construct and maintain bus shelters in exchange for the right to manage 
advertising for those shelters.  

Publications and printed media 

• Magazines, including the ones published for employees 
• Various guides published by the council, including guides to local activities, guides for 

parents or carers of children, directory guides 
• Brochures for local events and performances 
• Back of public transport fare tickets and tickets issued for community events 
• Local maps and public transport schedules 
• Employee payslips 

Digital advertising 

• Advertising on local government web site 
• Video advertising on public transport and in public facilities 
• Local authority apps and websites 
• Use onboard passenger information displays for advertising 
• Public wi-fi welcome page 
• Intranet – employee advertising 
• Bluetooth zones, and 
• Charges for filming within the local authority 

AdSense and DoubleClick are popular options for website-based advertising. A local 
authority can enrol in these programmes to enable text, image, and video advertisements on 
their websites. Advertisements then generate revenue on either a per-click or per-impression 
basis 

Sponsorships 
A local authority can offer private companies an opportunity to become a sponsor of a local 
sustainable mobility and transportation community event and schemes, including cycle 
schools, cycle themed events, car sharing clubs, cycle sharing and rental, council run 
schemes.  

If the local authority or transport authority is looking for a sponsor for a public transport or 
mobility scheme, set up an application portal on the local authority or transport authority 
website. Commercial enterprises can then submit their application, with details regarding 
how much they are willing to invest and what they expect in return (for example, naming or 
branding rights). 

Naming Rights 
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• Sporting facilities, such as stadiums and swimming pools 
• Bus and metro stations, as well as transport interchanges 
• Public transport routes and lines 

 
Other  

• “Space dominations” experience when a business or organisation paying for a “total 
brand experience”, with a station or some other public space being covered in 
advertisements for a single brand. 

• Allow local businesses to advertise at their local public transport station. This could 
include large banners, waiting area posters, floor graphics and washroom posters.  

• Digital ad boards — target messaging for location-specific businesses as the train 
moves along. 

Summary 
S-M City authorities can raise additional revenue by increasing the amount and kinds of 
advertising they permit. While revenue from advertising, sponsorship and naming rights is 
not going to replace traditional funding sources, nor that it should, it can generate a 
significant amount of revenue and thus deserves consideration. By identifying approach to 
advertising activities using public assets, a local authority has an opportunity to develop a 
fresh, cohesive and targeted approach.  

While there are many ways to raise revenue through marketing agreements with private 
companies, local authorities differ in their degree of tolerance for advertising in public places, 
and on public facilities and assets. What is acceptable to one city would be considered totally 
inappropriate in another. Local authorities thinking about using this financing mechanism 
should carefully consider trade-off between revenue, safety and aesthetics, as well as 
potential benefits and risks associated with each type of marketing agreement.  

 

Useful Links 
Outdoor Advertising Control Practices in Australia, Europe, and Japan 

https://international.fhwa.dot.gov/pubs/pl11023/pl11023.pdf 

The Impact of Outdoor Advertising 

https://www.environment.gov.za/sites/default/files/docs/impact.pdf 

Philadelphia Media Kit, by Intersection 

https://s3.amazonaws.com/ixn-p-81a77edd0ffa/wp-
content/uploads/2017/08/12124740/Philadelphia-Media-Kit.pdf 

Indicative Advertising Rates for Public Assets in the US 

http://www.bluelinemedia.com/ 

The Corporation of the City of Peterborough, Canada, Sponsorship, Naming Rights and 
Advertising Policy 

https://international.fhwa.dot.gov/pubs/pl11023/pl11023.pdf
https://www.environment.gov.za/sites/default/files/docs/impact.pdf
https://s3.amazonaws.com/ixn-p-81a77edd0ffa/wp-content/uploads/2017/08/12124740/Philadelphia-Media-Kit.pdf
https://s3.amazonaws.com/ixn-p-81a77edd0ffa/wp-content/uploads/2017/08/12124740/Philadelphia-Media-Kit.pdf
http://www.bluelinemedia.com/
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http://www.peterborough.ca/Assets/City+Assets/Corporate+Policy/Documents/Corporate+Se
rvices/Finance/Sponsorship$!2c+Naming+Rights+and+Advertising+Policy.pdf 

City of Salisbury, Community Recreation Facilities Sponsorship Policy  

http://www.salisbury.sa.gov.au/files/sharedassets/public/website_digitalpublications/council_-
_endorsed_policies/1-community_recreation_facilities_sponsorship_policy.docx.pdf 

Scarborough Borough Council, Terms and Conditions for Naming Rights for the 2,000 
Capacity Football Stadium 

https://www.scarborough.gov.uk/sites/scarborough.gov.uk/files/files/Naming%20Rights%20fo
r%20the%20new%20football%20stadium%20final.pdf 

The Council Advertising Network (UK) 

https://www.counciladvertising.net/ 

Advertising rates in Derby, UK 

https://www.derby.gov.uk/media/derbycitycouncil/contentassets/documents/business/CHP%
20Rate%20Card_JUNE16.pdf 
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Appendix C.11 Collaborating with Other Cities, Research Consortia 
and Private Companies 

Key Characteristics 
• A partnership between local authorities and universities, private companies, and non-

governmental organisations, through which each partner’s expertise and capacities 
are capitalised upon.  

• The city collaborates by making available specific data, offering implementation 
opportunities for demo and pilot projects and providing logistics support to its 
partners. 

• The city could benefit from pilot projects, as well as investments into its infrastructure 
and capacity building programmes. The city could also be eligible for funding 
available to a consortium. 

• Partnering with research organisations and private companies can help cities to 
become more efficient, reduce spending, and maximise potential revenue from new 
technology. 

Brief description 
Research consortia and private 
companies are interested in working 
with cities as it offers them an 
opportunity to test and promote their 
ideas and new products. In their turn, 
cities can benefit from additional 
funding, capacity building 
programmes and investments into 
their infrastructure. 

Types of collaborating projects that S-
M cities can get involved and benefit from are:   

a) Demo Projects 

The companies benefit from collaborating with cities for promotion of their products 
and technological solutions. An example of a demo project could be showcasing low 
carbon emissions vehicles and evaluating the users’ reaction. The city can gain 
access to the latest technology contributing to sustainable transportation without 
significant investments.  

b) Pilot Projects 

For companies and research consortia, pilot projects provide an opportunity for 
evaluation of new technology or solutions under the real-world operational conditions, 
at a scale where cost and failure impacts are manageable.  

The city benefits from direct investment into its infrastructure and facilities and from 
assessing new technological solutions against their needs.  
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c) Capacity Building Projects 

Capacity Building Projects aim to increase the capacity of local authorities to develop 
and implement sustainable policies and strategies, new technologies, innovative 
solutions, and best practices. 

The participating city benefits from transfer of technical know-how and good 
practices from other participating partners, as well as from training, and establishing 
partnerships and networking with other cities and organisations. The city can also 
benefit from financing available to participating partners from a funding organisation. 

d) Applied Research  

These types of projects seek to solve practical problems and find solutions to 
everyday problems, such as developing innovative technology or using transport 
forecasting and demand analysis to reduce congestion. 

The participating city usually provides data and information which could be used by a 
consortia or partnership for research purposes. The city benefits from the research 
results and data which could be used to inform its transport modelling, land use 
planning, transport demand management, as well as development and 
implementation of local transport strategies. 

EU Support Towards Research Partnerships 
The EU and the European Commission provides support towards research partnerships 
through a wide range of financing programmes which aim to foster collaboration between 
cities and promote their participation in research consortia. The EU and European 
Commission support the following programmes: 

 Horizon 2020 – Horizon 2020 is the biggest EU Research and Innovation programme. 
Calls under Horizon 2020 include Research and Development (R&D) in the field of 
transport and mobility. The research projects carried out under CIVITAS 2020, which is 
part of Horizon 2020, focus on building new knowledge, as well as exploring the 
feasibility of a new or improved product, process, technology, service or solution related 
to transport and mobility1. 
 URBACT III – URBACT III is an interregional cooperation programme aimed at promoting 

sustainable urban development. The URBACT mission is to allow cities in the EU to 
collaborate and jointly develop integrated solutions to the joint challenges in the field of 
urban development, by setting up the framework in which the cities can collaborate, learn 
from one another, and map together solutions and good practice to upgrade urban 
policies. Partnerships can include cities, authorities at all levels, universities, and research 
centres, among others.   
 INTERREG EUROPE – INTERREG EUROPE is an interregional cooperation programme 

which aims to better put into operation regional development policies and programmes by 
promoting the exchange of experience and becoming familiar with new policies across the 
actors of regional interest. Partnerships can include, among others, public authorities at 
national, regional or local levels, and research organisations.  

 
1 http://civitas.eu/projects/research 

https://ec.europa.eu/programmes/horizon2020/
http://www.urbact.eu/
http://www.interregeurope.eu/
http://civitas.eu/projects/research


D4_Task 4.1_Guidelines to Innovative Financing: Appendix C 
 

 

106 

 

 JASPERS – Joint Assistance to Support Projects in European Regions (JASPERS) is a 
technical assistance partnership between three partners (European Commission, 
European Investment Bank (EIB) and European Bank for Reconstruction and 
Development (EBRD)). JASPERS provides independent advice to beneficiary countries 
to help prepare high quality major projects to be co-financed by two EU Structural and 
Investment Funds (European Regional Development Fund and Cohesion Fund)2. 

JASPERS aims to help cities and regions absorb European funds through developing top-
quality projects. This assistance is provided free of charge for promotors and local 
authorities. In particular, JASPERS: 

• Provides advice to authorities on strategic planning in a wide range of sectors so that 
better projects are chosen for investment 

• Provides support to promoters to prepare projects in areas which benefit from EU 
funds so that they meet all the necessary standards 

• Improves the capacity of promoters and administrations by transferring knowledge 
about environmental issues, project preparation, EU legislation or any related needs 
which they may have 

• Speeds up the EU approval process by undertaking an independent quality review 
which prepares the ground for the European Commission’s decision3 
 

Other EU programmes and opportunities include LIFE, Connecting Europe Facility (CEF) 
funds, European Fund for Strategic Investments (EFSI), Structural and Investment European 
Funds, and Fuel Cell and Hydrogen Joint Undertaking for H2 mobility. 

In November 2017, the European Commission and European Investment Bank launched a 
new advisory service to help cities plan investments. Urban Investment Support (URBIS) will 
help cities to plan investments which support their own urban development strategies and 
gain easier access to finance4. 

Past and Present Research Projects that included City Partners  

1) METPEX – METPEX is a measurement tool to determine the quality of passenger 
experience and was financed under the 7th Framework Programme (FP7) (2012 to 
2015). The research project was a partnership between universities, research 
institutes, Small Medium Enterprises (SMEs) and the cities of Coventry (UK), 
Bucharest (RO), Grevena (GR), Dublin (IE), Rome (IT), Stockholm (SE) Valencia (E), 
and Vilnius (LT). The budget for METPEX was EUR 3,542,972.  

The research project aimed to develop, validate and evaluate standardised tools to 
measure passenger experience during their journeys. The outputs obtained by using 
METPEX tools are applied to inform political decision makers and assist them in 
elaborating the policies in support of inclusive, integrated, passenger- oriented 
transport systems accessible by all citizens.         

 
2 http://ec.europa.eu/regional_policy/en/funding/special-support-instruments/jaspers/ 
3 http://jaspers.eib.org/index.htm 
4 http://ec.europa.eu/regional_policy/ro/newsroom/news/ 
 

http://jaspers.eib.org/
http://ec.europa.eu/environment/life/about/
https://ec.europa.eu/inea/en/connecting-europe-facility
http://www.eib.org/efsi/
https://ec.europa.eu/info/funding-tenders/funding-opportunities/funding-programmes/overview-funding-programmes/european-structural-and-investment-funds_en
https://ec.europa.eu/info/funding-tenders/funding-opportunities/funding-programmes/overview-funding-programmes/european-structural-and-investment-funds_en
http://www.fch.europa.eu/
http://eiah.eib.org/about/initiative-urbis.htm
http://www.metpex.eu/
http://ec.europa.eu/regional_policy/en/funding/special-support-instruments/jaspers/
http://jaspers.eib.org/index.htm
http://ec.europa.eu/regional_policy/ro/newsroom/news/
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2) CREATE - Congestion Reduction in Europe: Advancing Transport Efficiency 
(CREATE) is funded through Horizon 2020 (2015 to 2018). The project is based on a 
partnership between universities, research institutes, SMEs and the cities of 
Bucharest (RO), Skopje (MK), Tallinn (EE), and Adana (TR).  The budget for the 
project is EUR 3,981,461. 

CREATE is one of the first projects that addresses the task of tackling urban road 
congestion, taking a long-term view of how this can be achieved, especially in cities 
experiencing rapid growth in car ownership and use. 

3) MUV - Mobility Urban Values (MUV) is financed under the Horizon 2020 (2017 to 
2020), and is based on a partnership between universities, research institutes, 
SMEs and the Pilot cities of Amsterdam (NL), Barcelona (ES), Fundão (PT), Ghent 
(BE), Helsinki (FI), and Palermo (IT). The budget for the project is EUR 3,992,625. 

MUV levers behaviour change in local communities using an innovative approach to 
improve urban mobility. Rather than focus on costly and rapidly ageing urban 
infrastructures, MUV promotes a shift towards more sustainable and healthy mobility 
choices by engaging local communities, local businesses, policymakers, and Open 
Data enthusiasts in a positive way. 

4) CITYLAB - City Logistics in Living Laboratories (CITYLAB) is financed under 
Horizon 2020 (2015 to 2018), based on a partnership between universities, 
research institutes, SMEs, and cities/regions. The budget for this project is EUR 
3,979,998. 

CITYLAB is the first project to use the Living Laboratory approach for testing and 
implementing sustainable city logistics solutions in European cities. The core of 
CITYLAB is a set of living laboratories on innovation and implementation processes 
for sustainable urban logistics. Different living labs will exchange experience and 
develop methodologies for implementation transfer between cities and between 
companies. The outputs from the living labs will include best practice guidance on 
innovative approaches and how to replicate them. 

5) SUITS - Supporting Urban Integrated Transport Systems (SUITS) provides 
transferable tools for authorities and is financed under the Horizon 2020 (2016 to 
2020). SUITS is based on a partnership between universities, research institutes, 
SMEs, and the cities of Coventry (UK), Kalamaria (GR), Klaipeda (LT), Stuttgart and 
Erfurt (D), Rome and Torino (IT), Valencia (E), and Alba Iulia (RO). 

The overall objective of the project is to enhance the capacity of local authorities in 
small to medium (S-M) sized cities to develop and implement sustainable, inclusive, 
integrated and accessible transport strategies, policies, technologies, practices, 
procedures, tools, measures, and intelligent transport systems that recognise the 
end-to-end travel experiences of all users and freight. Decision support tools to 
increase capacity to plan, finance and implement sustainable transport measures 
and create new business opportunities in S-M sized cities will be developed. In 
order to test and evaluate the applicability and manageability of the decision support 
tools developed, a pilot application will be conducted in Alba Iulia Municipality. 

http://www.create-mobility.eu/
https://www.muv2020.eu/
http://www.citylab-project.eu/
http://www.suits-project.eu/
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6) Prosperity - Prosperity is financed under the Horizon 2020 (2015 to 2019). 
Prosperity is based on a partnership between universities, research institutes, 
SMEs, and the cities of Dubrovnik (HR), Fagaras (RO), Hradec Kralove (CZ), 
Jonava (LT), Kassel (D), Katowice (PL), Limassol (CY), Lisbon (PT), Ljutomer (SL), 
Szeged (HU), Varna (BG). The budget for the project is EUR 3,188,049. 

Prosperity supports local and national governments to improve the quality and take-
up of Sustainable Urban Mobility Plans. The project brings together European cities, 
regional and national governments, and mobility experts in one of the most 
ambitious sustainable urban mobility planning projects in Europe. 

7) SUMPs-Up - SUMPs-Up brings together eight partner organisations and seven 
partner cities including Birmingham (UK), Budapest (HU), Malmo (S), San Sebastian 
(E), Sofia (BG), Thessaloniki (GR), and Torino (IT). The project assists planning 
authorities to overcome the barriers that prevent or make it difficult to implement 
Sustainable Urban Mobility Plans (SUMPs), capacity building, tailored information, 
and support during the development and implementation phases, and will equip them 
with the necessary knowledge and skills to do so. Together the seven cities form a 
potent knowledge network. By sharing what they have learned from both their 
setbacks and successes, they equip others with the expertise to develop their own 
SUMPs. Their input will help accelerate the take-up of SUMPs across the EU and 
encourage more cities to participate in the programme. 

8) IMAILE – IMAILE is the first Pre-Commercial Procurements (PCP) project in Europe 
in the field of Education and Technology Enhanced Learning and is delivered by a 
consortium of universities and cities. The project began in February 2014, running for 
42 months and is valued at EUR 4,600,000.  The procurers include universities, 
municipalities, and Development and Innovation Agencies from various European 
countries. In addition, from March 2018, the LEARNTECH ACCELERATOR (LEA) 
project approved under Horizon 2020 will kick off, with partners including the IMAILE 
consortium plus additional procurers.  

Attractiveness  
• Participating cities can be eligible for funding for participation in research consortia, 

as well as receive financing and investment for being a testing ground for demo and 
pilot projects. 

• Participating cities could benefit from knowledge transfer, improved governance as a 
result of capacity building programmes and training, learning about best practices, 
without or with limited investment from a municipal budget. 

• Cities can develop long-lasting partnerships and networks with other cities and 
organisations. 

• Partnering with other cities and being a part of research consortia is a pre-requisite 
for being eligible for some of the EU funding available through financing programmes 
such as Horizon 2020 and URBACT III. 

  

http://www.sump-network.eu/
http://www.sumps-up.eu/
http://www.imaile.eu/
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Challenges and Risks 
• Developing long-term action plans and committing to long-term projects could be 

challenging due to political constraints and lack of political will.  

• Lack of awareness about programmes supporting collaboration between cities and 
funding available for research consortia.  

• Lack of experience, expertise, and relevant knowledge, as well as human resources 
that could be dedicated to managing participation in research programmes and 
partnerships. 

• Meeting specified pre-requisites for participation could be a challenge. 

• Benefits received from partnering with research organisations and consortia could be 
limited to technology transfer and training programmes, and not necessarily provide 
additional funding opportunities. 

• Even if funding is provided it is most likely to be tied to specific project(s) or agenda.  

Track Record 
Many EU cities were involved in successful research partnerships which delivered multiple 
benefits for them, including Dublin, Valencia, Rome, Skopje, Tallinn, Adana, Dubrovnik, 
Fagaras, Hradec Kralove, Jonava, Kassel, Katowice, Limassol, Lisbon, Ljutomer, Szege, 
Varna and Fundao, among many others.  

Case Study: ‘Alba Iulia Smart City 2018’- Pilot Project 
Brief description 
The Alba Iulia Smart City 2018 programme focuses on the implementation of innovative 
ways to provide improvements to the community and to manage city resources more 
efficiently. The project is funded entirely by the private sector and external funding, without 
any cost incurred by the municipality. Among the companies collaborating with the city are: 
Orange Romania, Microsoft, Siemens, Philips, Telekom Romania, Cloud Soft, Industrial 
Software, Solar Eco, Fast Order, ZTE, APERO and Hypermedia. The city acts as a test and 
operability platform for the digital solutions developed by the private partners and in return 
these solutions are made available free of charge. 

Digital solutions are provided for free during the testing stage which runs until 2019. If they 
will prove their usefulness for the city, they could be then acquired through public tender. 

Background 
The Alba Iulia Smart City 2018 was kicked off in December 2016 and is forecasted to run 
over a two-year period. The Smart City 2018 is a partnership between the municipality and 
IT&C industry, multinational companies and universities, to develop an “intelligent” city. The 
project aims to set an example of how such partnerships can provide multiple benefits to the 
community. The costs of developing and implementing the solutions for the pilot project is 
mostly covered by private partners. The Smart City 2018 Pilot Project also benefits from the 
Horizon 2020 European funding. 
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Technical Specification 
Orange’s solutions for the Alba Iulia Smart City 2018 Project include5: 

• Wi-Fi hotspots to provide secure Internet access in public areas across the city, such 
as train stations, schools, bus stations, and universities 

• Equipment of 15 public transport lines, managed by the public transport authority, 
with secure Wi-Fi 

• A solution allowing residents to provide feedback and comments regarding local 
issues, via an application (e-Alba Iulia) and Wi-Fi hotspots. This is an integral part of 
the e-democracy initiative for the city 

• Optimisation of pedestrian and vehicle traffic flows by using the City Analytics solution 
• A LoRa WAN infrastructure 
• Measuring air quality and providing information on pollution level in the city and the 

surrounding area 
• Promoting tourism by installing 250 internet beacons in 225 popular locations 
• Improving street lighting by installing sensors and control on streetlamps to remotely 

control and monitor the light schedule and intensity. The sensors also provide real-
time information (RTI) on the electricity consumption and alerts for malfunctioning 
lamps. 

• A smart management system for public water distribution, comprising of 50 
connected devices that provide alerts and RTI on public water consumption 

• Making data open and available for developers, allowing them to create new solutions 
and applications for the city 

Benefits 
It is expected that pilot projects associated with Alba Iulia Smart City 2018 will translate into 
higher quality public services, more efficient management of the existing resources and 
facilities, enhanced city visibility and will help to attract a larger number of tourists. 

A system of parking sensors which are able to register available parking places and send this 
information directly to users’ phones via an app was developed as one of the Smart City 
2018 initiatives. A study conducted by Siemens suggests that the sensors would make it 
possible to reduce traffic jams, and reduce the time spent searching for parking by 44,000 
hours, saving equivalent of 860,000 EUR, annually. 

Alba Iulia Municipality was awarded the European Public-Sector Award 2017 (ESPA), in 
recognition of its good practice in terms of innovative solutions and performance in the public 
sector. This made Romania the only country in Eastern Europe awarded at the 2017 EPSA 
Competition. 

On behalf of the Romanian Association of Smart City and Mobility, Alba Iulia administration 
was also awarded the title of ‘Smart City Industry Awards 2016’ in October 2016. 

  

 
5 https://www.orange.com/en/news/2016/decembre/In-partnership-with-Orange-Smart-Cities-are-coming-to-Romania 
 

https://www.orange.com/en/news/2016/decembre/In-partnership-with-Orange-Smart-Cities-are-coming-to-Romania
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Drawbacks  
• Some solutions are tested in parallel and sometimes involve different software 

components which can complicate the integration process 
• Technological solutions are offered for free only until 2019. After this time, they could 

be acquired through public tender 
• Scepticism in the media and with Local Council at the beginning of the smart city pilot 

project implementation 
• Companies which were interested in the project initially did not always come with 

concrete solutions for implementation 
• At the beginning of the project there was no official law allowing creation PPPs 

Assessment 
Smart City 2018 is transforming Alba Iulia Municipality into the first city in Romania where 
integrated smart city solutions are implemented. The project is an example of joint 
commitment between private and public sectors. The project is unique for Romania, as it is 
the first smart city project developed jointly by the national government, a local public 
authority and private companies. It is also the first project where costs associated with testing 
and implementation of all smart city technology is covered by private companies.  

So far over 60 smart city solutions were implemented, and, by December 2018, their number 
is expected to rise to 100. Given the large number of private partners, the implementation is 
not always smooth as the municipality has to cooperate with over 35 companies which often 
have different visions and solutions. Bureaucratic procedures of local institutions involved in 
the decision-making process led to slower implementation than was initially expected. Lack 
of appropriate legislative framework made some of the smart city solutions harder to 
implement, as they required approvals from tertiary institutions.  

Nevertheless, it is considered that the project already delivered many benefits to the 
municipality and its citizen at virtually no costs for the city budget. The Municipality benefited 
from improved sustainable infrastructure, simply by providing support for the implementation. 
The city also did not need to apply for external funding itself, as it was responsibility of 
Orange, the company responsible for the project coordination. It is anticipated that the 
implementation of other elements of the pilot project would translate into better services for 
citizens and local businesses and deliver substantial savings to the local budget.  

The ‘Smart Cities Research’ study prepared by Siemens indicate that, in total, 227 million 
EUR need to be invested into Alba Iulia for it to become a smart city. The study estimates 
that in the next 35 years, this investment would generate total direct and indirect benefits of 
532 million EUR. 

Collaborating with other cities, research consortia and private 
companies and S-M Cities  
Partnering with research consortia and private companies can bring significant benefits for 
participating cities and is suitable for small and medium sized local authorities. Joining an 
international research consortium, particularly one dealing with sustainable transportation 
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and mobility, could allow a S-M city to get access to additional financing that could be spent 
on their sustainable mobility agenda.  

It should be noted, a successful participation and maximising of potential benefits from a 
partnership depends on city organisational structure, capacity, attitude towards innovative 
approaches and availability of resources that can be dedicated to the programme. If a project 
is funded by private companies, an appropriate legislative framework allowing creation of 
PPPs could also be required.  

A local authority might also discover that in order to join a research consortium or introduce a 
pilot project involving private companies it would need to dedicate significant staff resources 
and invest into staff training. However, if done correctly, potential benefits and gains for a city 
could be significantly higher than this initial resource investment.   

Guidelines for Implementation 
• Participation in research partnerships calls for a long-term vision, strategy and action 

plan from the city administration. 

• Visit the Horizon 2020 Research and Innovation Partnership Portal to find out about 
funding opportunities, partners and guidance on how to participate. Searching for 
partners in the portal allows to view profiles of all the companies which received 
Horizon 2020 financing.  

• Contact relevant National Contact Points (NCPs). NCPs provide practical information 
and searching facilities for partners, with details referring the partners’ profiles and 
the demands of active partnership.  Create a profile including relevant information 
and prepare a letter of intent.   

• Register with websites providing information about funding opportunities and potential 
partners. Get on mailing lists to receive updates about partnership opportunities.  

• Visit the European Commission’s Smart Cities and Communities website for more 
information regarding partnerships and how to get involved.  

• For cooperation and exchange of experience between cities, see the European 
Commission’s Regional Policy Urban Development Portal. 

• The European Commission’s Enterprise Europe Network (EEN) business-support 
network offers business or innovation cooperation profiles and partner search option.  

• Build networks and partnerships with other cities who share your sustainable mobility 
goals. 

• Dedicate a person or team within your organisation who would be responsible for 
identifying opportunities and following leads.  

• Check eligibility and pre-requisite criteria before applying to join a consortium or 
partnership. 

• Employing a consultancy company rather than having a dedicated person or team 
within your organisation can be an option.  

• Cooperation with other departments within your organisation, such as financial and 
legal departments, could be essential for developing a successful application.   

https://ec.europa.eu/research/participants/portal/desktop/en/funding/index.html
https://ec.europa.eu/research/participants/portal/desktop/en/support/national_contact_points.html
http://ec.europa.eu/eip/smartcities/about-partnership/how-do-i-get-involved/index_en.htm
http://ec.europa.eu/regional_policy/en/policy/themes/urban-development/portal/
http://een.ec.europa.eu/
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Summary  
Collaborating with research consortia and private companies could bring considerable 
benefits to S-M cities and their citizens. In return for providing data, implementation 
opportunities and logistics support cites can receive significant benefits from knowledge 
transfer, improved capacity and governance, learning about best practices, as well as 
additional funding streams for their sustainable transportation and mobility agenda. 

Useful Links 
The EU Programme for Research and Innovation Horizon 2020 

https://ec.europa.eu/programmes/horizon2020/ 

Integrated Urban Development 

www.urbact.eu 

Network of cities for cities for Cleaner and better transport in cities 

http://civitas.eu/projects/research 

The EU Programme that helps regional and local governments across Europe to develop 
and deliver better policy 

www.interregeurope.eu/ 

Joint Assistance to Support Projects in European Regions 

http://jaspers.eib.org/ 

Regional policy 

http://ec.europa.eu/regional_policy/en/ 

http://ec.europa.eu/regional_policy/en/funding/special-support-instruments/jaspers/ 

http://jaspers.eib.org/index.htm 

http://ec.europa.eu/regional_policy/ro/newsroom/news/ 

Project “MEasurement Tool to determine the quality of Passenger EXperience” (METPEX) 

http://www.metpex.eu/ 

Congestion Reducing in Europe Advancing Transport Efficiency 

http://www.create-mobility.eu 

Mobility Urban Values 

https://www.muv2020.eu/ 

City Logistics in Living Laboratories 

http://www.citylab-project.eu 

Project SUITS - Supporting Urban Integrated Transport Systems 

www.suits-project.eu/ 

Sustainable Urban Mobility Plans 

https://ec.europa.eu/programmes/horizon2020/
http://www.urbact.eu/
http://civitas.eu/projects/research
http://www.interregeurope.eu/
http://jaspers.eib.org/
http://ec.europa.eu/regional_policy/en/)-
http://ec.europa.eu/regional_policy/en/funding/special-support-instruments/jaspers/
http://jaspers.eib.org/index.htm
http://ec.europa.eu/regional_policy/ro/newsroom/news/
http://www.metpex.eu/
http://www.create-mobility.eu/
https://www.muv2020.eu/
http://www.citylab-project.eu/
http://www.suits-project.eu/
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http://www.sump-network.eu 

www.sumps-up.eu/ 

The EU's research and innovation programs 

https://ec.europa.eu/digital-single-market/eu-funded-projects 

The first Pre-Commercial Procurement project in Europe in the field of Education and 
Technology Enhanced Learning 

http://www.imaile.eu 

The Romanian review Biz 

http://www.revistabiz.ro/romania-un-potential-silicon-valley-al-europei/ 

Orange solutions for the Alba Iulia Smart City 2018 project 

https://www.orange.com/en/news/2016/decembre/In-partnership-with-Orange-Smart-Cities-
are-coming-to-Romania 

SIEMENS study “Smart Cities Research” 

http://w3.siemens.com/topics/global/en/intelligent-infrastructure/Pages/smart-city-alba-
iulia.aspx 

 EU Research & Innovation for and with Cities 

http://s3platform.jrc.ec.europa.eu/documents/20182/198909/EU+Research+%26+Innovation
+for+and+with+cities/be48ba08-ffb5-4ee8-b928-2dfd2ad73dfe 

Urban Investment Support (URBIS) 

http://eiah.eib.org/about/initiative-urbis.htm 

JASPERS: Joint Assistance to Support Projects in European Regions 

http://ec.europa.eu/regional_policy/en/funding/special-support-instruments/jaspers/ 

Horizon 2020 

https://ec.europa.eu/programmes/horizon2020/ 

URBACT - interregional cooperation programme aimed at promoting sustainable urban 
development 

http://www.urbact.eu/ 

The LIFE Programme 

http://ec.europa.eu/environment/life/about/# 

INTERREG EUROPE 

https://www.interregeurope.eu/ 

Connecting Europe Facility (CEF) 

https://ec.europa.eu/inea/en/connecting-europe-facility 

European Fund for Strategic Investments (EFSI) 

http://www.sump-network.eu/
http://www.sumps-up.eu/
https://ec.europa.eu/digital-single-market/eu-funded-projects
http://www.imaile.eu/
http://www.revistabiz.ro/romania-un-potential-silicon-valley-al-europei/
https://www.orange.com/en/news/2016/decembre/In-partnership-with-Orange-Smart-Cities-are-coming-to-Romania
https://www.orange.com/en/news/2016/decembre/In-partnership-with-Orange-Smart-Cities-are-coming-to-Romania
http://w3.siemens.com/topics/global/en/intelligent-infrastructure/Pages/smart-city-alba-iulia.aspx
http://w3.siemens.com/topics/global/en/intelligent-infrastructure/Pages/smart-city-alba-iulia.aspx
http://s3platform.jrc.ec.europa.eu/documents/20182/198909/EU+Research+%26+Innovation+for+and+with+cities/be48ba08-ffb5-4ee8-b928-2dfd2ad73dfe
http://s3platform.jrc.ec.europa.eu/documents/20182/198909/EU+Research+%26+Innovation+for+and+with+cities/be48ba08-ffb5-4ee8-b928-2dfd2ad73dfe
http://eiah.eib.org/about/initiative-urbis.htm
http://eiah.eib.org/about/initiative-urbis.htm
http://ec.europa.eu/regional_policy/en/funding/special-support-instruments/jaspers/
https://ec.europa.eu/programmes/horizon2020/
http://www.urbact.eu/
http://ec.europa.eu/environment/life/about/
http://www.interregeurope.eu/
https://ec.europa.eu/inea/en/connecting-europe-facility
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http://www.eib.org/efsi/ 

European structural and investment funds 

https://ec.europa.eu/info/funding-tenders/funding-opportunities/funding-
programmes/overview-funding-programmes/european-structural-and-investment-funds_en 

Fuel Cell and Hydrogen Joint Undertaking for H2 mobility 

http://www.fch.europa.eu/ 

CIVITAS PROSPERITY 

http://sump-network.eu/ 

 

 

 

 

 

http://www.eib.org/efsi/
https://ec.europa.eu/info/funding-tenders/funding-opportunities/funding-programmes/overview-funding-programmes/european-structural-and-investment-funds_en
https://ec.europa.eu/info/funding-tenders/funding-opportunities/funding-programmes/overview-funding-programmes/european-structural-and-investment-funds_en
http://www.fch.europa.eu/
http://sump-network.eu/
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Appendix C.12 Citizen Cooperatives 
Key Characteristics 

• Citizen cooperatives are open and voluntary groups of people who meet to act on 
their common economic, social, and cultural aspirations and needs. They achieve 
their objectives through a democratically controlled and jointly owned enterprise. 

• Profits made through the citizen cooperative are either reinvested into the enterprise 
or returned to members. 

• The economic and social benefits of the activities a cooperative’s activity stay in the 
communities in which they are established. 

Brief Description 
Citizen cooperatives are “autonomous associations of 
persons united voluntarily to meet their common 
economic, social, and cultural needs and aspirations 
through a jointly owned and democratically-controlled 
enterprise” (International Cooperative Alliance, 2018). 
Members pay a membership fee when they join the 
citizen cooperatives, and these fees go towards projects 
which are of interest to the whole group. Citizen 
cooperatives tend to operate on a non-profit basis, and 
therefore any revenues made from the enterprise are 
either reinvested into the enterprise or returned to members (International Cooperative 
Alliance, 2018). There are examples of where citizen cooperatives have been used to fund 
sustainable transport and mobility projects.  

Background 
The development of citizen cooperatives dates back to the Middle Ages when associations of 
citizens were formed in order to pursue common goals, for example, the preservation of 
dikes or for the joint farming of agricultural land. However, Robert Owen is considered as the 
founder of the first cooperative movement. In the beginning of the 19th century, he introduced 
better working standards for his employees and established shops where he passed on 
profits to his employees by allowing them to purchase on favourable terms. Since then, 
cooperatives have been a success story in many different areas. Today, around 800 million 
people worldwide are involved in cooperatives, and in Europe, there are almost 300,000 
cooperatives with approximately 140 million members (Commission of the European 
Communities, 2004). 

Aims of Citizen Cooperatives 
The main aim of citizen cooperatives is to serve the needs of their members who contribute 
towards their capital (European Commission, 2018), through: 

• Putting equality and fairness at the heart of the enterprise (International Cooperative 
Alliance, 2018) 

• Achieving favourable conditions for cooperative purchases and sales, as well as cost 
advantages for cooperative service provision 
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• Removing bureaucratic barriers and managing the enterprise at a central level, and 
• Simplifying and increasing the efficiency of administration and management 

Core Principles of Citizen Cooperatives 
Citizen cooperatives around the world based on the values of self-help, self-responsibility, 
democracy, equality, equity and solidarity and follow the same core principles. The core 
principles are summarised by the International Cooperative Alliance, as follows:   

• Voluntary and Open Membership  
Cooperatives are voluntary organisations. They are open to anyone who can use 
their services and who are willing to agree to the responsibilities of membership, 
without social, gender, racial, religious, or political discrimination. 

• Democratic Member Control  
Cooperatives are democratic organisations governed by their members, who actively 
take part in making decisions and setting their policies. Women and men serving as 
elected representatives are liable to the membership. Members in cooperatives have 
equal voting rights, where each member has one vote.  

• Autonomy and Independence  
Cooperatives are self-governing, self-help organisations which are controlled by their 
members. If they are to enter into agreements with other organisations (including 
governments), or generate capital from external sources, they do this on terms that 
maintain their cooperative autonomy and ensure democratic control by their 
members.  

• Member's Economic Participation 
Members of cooperatives contribute fairly to, and democratically govern, the capital of 
their cooperative. Usually, part of that capital is the common property of the 
cooperative, and generally, members receive limited compensation, if any, on the 
capital subscribed as a condition of membership. Members of cooperatives allocate 
surplus capital to any or all of the following purposes: benefiting members in 
proportion to their individual transaction with the cooperative; developing their 
cooperative, perhaps by creating reserves, part of which at least would be indivisible; 
and supporting further activities which are approved by the membership. 

• Education, Training, and Information  
Cooperatives provide training and education for their members, managers, 
employees, and elected representatives so they can contribute effectively to the 
growth of their cooperatives.  

• Concern for Community 
Cooperatives work towards sustainable development of their communities, through 
aligning with policies approved by their members. 

• Cooperation Among Cooperatives 
Cooperatives strengthen the joint movement and help their members most effectively 
by working together through international, national, regional, and local structures 
(International Cooperative Alliance, 2013). 

In contrast to private-sector companies, cooperatives focus on the provision of service, 
including sustainability and social compatibility, and profit comes second. This makes it 
possible to tackle projects that would be unattractive for private companies because the 
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expected profits would be too low. Reserves and assets of a cooperative are the joint 
property of its members and are used for the common interest of members. Profits are either 
reinvested or paid as dividends to the members depending on their investment in the 
cooperative. The liability of the members is, in most cases, limited to their individual deposit. 

Legal Frameworks 
Citizen cooperatives are organized in the legal form of a cooperative association, which may 
have national distinctions. For example, in Germany the legal framework conditions are 
regulated in the Cooperative Societies Act (Genossenschaftsgesetz, GenG) 
(Bundesministerium der Justiz und für Verbraucherschutz, 2018).   

In 2003, the European Commission released the Council Regulation (EC) No 1435/2003 on 
the Statute for a European Cooperative Society (SCE). From this, the legal form of the 
European Cooperative Society (SCE) emerged, that facilitates the transnational organisation 
of cooperatives at European level. Further links can be found on the official webpage 
(European Cooperative Society, 2018). The implementation of the Directive in the individual 
EU countries and national specificities of cooperatives were examined in a study 
commissioned by the EU in 2009 (European Commission, 2009). 

Types of Cooperatives 
There are various types of cooperatives. An overview can be found at here. However, the 
main types of cooperatives are:  

• Consumers' Cooperative 
A form of cooperatives which enables its members to have cheap access to 
consumer goods through bulk purchasing and partly also through their own 
production. Members' deposits and profits are invested into new projects. The 
cooperative grows piece by piece. Usually long-term goals are pursued, which are to 
make favourable purchase prices for the members possible. Examples of this 
cooperative type include:  

o Energy cooperatives that supply their members with self-produced energy 
products independently of the market 

o Bicycle cooperative that provide assisted-service bicycle repair shop facilities 
and/or service, and  

o Car sharing cooperatives that offer members short term access to a car for 
personal transportation or goods delivery 

• Buying Cooperatives 
A union of several companies. A higher number of members leads to a 
correspondingly greater market power. In this way, for example, better conditions can 
be achieved in negotiations with suppliers. In most cases, small and medium-sized 
companies join up to achieve similar negotiating power as large corporate chains.  

• Retailers' Cooperative 
A union of retailers. In this way, the individual members benefit from advantages that 
are normally reserved only for large companies or franchises. The joint appearance 
facilitates better conditions and discounts for manufacturers' purchases due to higher 
purchasing power. The joint administration also enables shared marketing costs and 
central management of certain matters. 

http://cultivate.coop/wiki/Types_of_Cooperatives
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Attractiveness 

• Citizen cooperatives can help to implement projects for which public funds are not 
available and which are not attractive to private investors. 

• As they are citizen led, local authorities can advance their sustainable mobility agenda 
without dedicating significant resources and staff.  

• The formation of a cooperative is simpler than the formation of a private company and 
has less bureaucratic barriers. 

• Cooperatives often offer members services or products at lower that market prices and 
by this make them more affordable and attractive. 

• Citizen involvement and democratic process give people a sense of ownership over their 
projects. 

• Cooperatives could be eligible for grants and donations, and often enjoy tax advantages 
compared to other forms of companies. 

Challenges and Risks 
• Requires knowledge of legal framework conditions and administrative processes, 

especially in smaller cooperatives with no employees. It could be difficult for the members 
to build up the necessary knowledge without some sort of support from a local authority. 

• Cooperatives are subject to self-government by their members, so the local authority has 
no direct influence on their decisions. 

• Members are liable for losses incurred by the cooperative up to the amount of their 
contribution. In the event of insolvency, unless excluded in the statutes, members may 
also be obliged to make additional payments. 

• Due to the democratic decision-making, decisions may not always reflect one's own or 
local authority’s interests.  

• The lack of profit leads, in some cases, to corruption and to the misappropriation of 
funds. 

• Influential members tend to dominate in the affairs of the cooperative. 

Case Study I: Citizen Bus Association - Sauerland Hellweg eG 
In rural areas, it is not always worthwhile for public transport providers to offer regular 
services on many routes. In recent years, a number of cooperatives have been set up in rural 
areas to provide public transport services to these regions and the people living there. For 
example, in some areas individual citizens bus associations have formed cooperative 
associations. One example of this is the Sauerland Hellweg Citizen Bus Association in 
Germany. 

The Sauerland Hellweg Bus Association is formed of 12 different non-profit associations from 
the region, which already operate public buses, and have joined together to form a 
cooperative. With 97 active drivers and 62,276 persons transported per year (2015), it is the 
biggest citizens bus cooperative in Germany. 

The Sauerland Hellweg buses run according to a fixed timetable with fixed stops. Only a few 
bus connections per day are offered on the individual routes. Bus drivers are members of the 
cooperative who work on a voluntary basis. The costs for acquisition, maintenance and 
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operation of the vehicles are paid from the revenues. Revenues are generated from vehicle 
advertising, fare income and sponsoring/membership fees.  

 
Stated Aims 
The main aim of the Sauerland Hellweg Bus Association is to provide bus service and to 
generate revenue to fund new public transport services in areas where public transport is 
lacking.  

Benefits 
• Sauerland Hellweg Bus Association provides a new source of funding for public 

mobility, generated through membership fees. 
• Sauerland Hellweg Bus Association is community led and therefore acts on the 

interests of the local community, rather than regional or national interests. 
• The bus association ensures public transport mobility in areas where it would 

otherwise not exist. 
• The bus association is self-sufficient and runs on membership fees, vehicle 

advertising, and profit from fares. It does not rely on external funding sources such as 
loans or grants.  

• The public buses contribute to achieving sustainable mobility. 
• Forming larger cooperative, comprised of 12 individual non-profit bus associations, 

achieves better conditions for acquisition, maintenance, insurance, marketing, and 
fuels. 

• Sauerland Hellweg Bus Association has a central administration, which would 
otherwise often not be worthwhile for individual providers. 

• The joining together of individual bus associations creates a larger operating area. 

Drawbacks 
• Sauerland Hellweg Bus Association is dependent on sponsors and advertising 

revenue. 
• The association is also dependent on volunteer drivers. 
• There is the potential that conflicting interests may arise between individual areas. 

Assessment 
Sauerland Hellweg Bus Association is managed by the local community, and therefore acts 
on the interests of the local community, rather than regional or national interests, which may 
be the case with other financing mechanisms. 

The operation of the enterprise does not rely on external funding sources. The bus 
association is self-sufficient, and the costs of running and maintaining the buses are covered 
by membership fees, vehicle advertising, and fare income.  

However, there are drawbacks to funding the buses through a cooperative. In particular, the 
bus association is reliant on advertising revenue and sponsors, as well as volunteer drivers, 
so the continuous running of the buses is at risk if sponsors and volunteers decrease. 
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Members benefit from the use the buses and from receiving more favourable usage 
conditions compared to non-members of the cooperative. Citizen bus services are often 
linked to other services, for example, buses are used by companies to transport goods or 
parcels to certain regions.  

Case Study II: Energy-Cooperative - Greenpeace Energy, Germany 
Energy cooperatives have become increasingly important in recent years. In Germany alone 
there are almost 1000 cooperatives in the energy sector. By participating in energy 
cooperatives, citizens have the opportunity to invest in regional energy projects and to 
contribute to the expansion of renewable energies and climate protection, and to provide 
themselves with market-independent access to energy in the long term. 

The aim of Greenpeace Energy, with 24,000 cooperative members, is to help drive forward 
the energy turnaround. The long-term goal is to supply customers only with self-produced 
green electricity. Members should be able to obtain their energy at more favourable 
conditions, irrespective of the energy market. As part of the expansion phase, the deposits 
and profits are invested in the expansion of the cooperative’s energy infrastructure. The 
cooperative has already built up large number of solar and wind power plants and the energy 
generated is sold on the market. A major advantage is that members can decide for 
themselves how the profits generated are reinvested.  

Stated Aims 
The main aim of Greenpeace Energy is to help towards driving forward the transition towards 
renewable energy. 

Benefits  
• Greenpeace Energy does not rely on financing mechanisms such as banks and 

loans, rather, it relies on membership fees and profits 
• Independent from national energy companies 
• Independent from the global energy market 
• Independent from rising oil and gas prices 
• To use ‘Greenpeace’ in the name of the association, Greenpeace Energy is obliged 

to meet Greenpeace’s green energy standards 
• Greenpeace Energy engages with the community, to help achieve local objectives 
• Energy cooperatives are insolvency-proof. Regular audits by a cooperative 

association provide a high degree of security 

Drawbacks 
• Since there are a high number of members, democratic decisions do not always 

reflect everyone's individual interests 
• Due to the large size, the original character of a cooperative may be somewhat lost. 
• During the expansion phase, members do not pay cheaper energy prices than 

customers of regular energy companies 

Assessment 
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The example of Greenpeace Energy shows how a cooperative can successfully operate to 
meet the needs of its members, by generating enough revenue to maintain its green energy 
supply. The cooperative relies on profits and membership fees. It is self-sufficient and 
independent from any legal obligations, meaning that it is independent from the global 
energy market and rising oil and gas prices, and it puts the interests of the community at the 
forefront.  

Citizen Cooperatives and S-M Cities 
• Citizen cooperatives are suitable for S-M urban areas and could be used to 

implement a variety of sustainable mobility and transportation schemes. However, a 
successful implementation would depend on local context such as cultural norms, 
social capital, and national and local legislation.  

• Implementing a citizen cooperative for a sustainable transport and mobility scheme, 
for example for a car or bicycle share service, will only work if there is a high enough 
demand and support from a local community for such service.  

• Citizen cooperatives are community led and therefore they act on the interests of the 
local community. This means that S-M sized cities can act independently from 
external influencers such as local governments. 

Guidelines for Implementation 
The formal steps to establishing a citizen cooperative are as follows: 

• Hold a founders' meeting. A certain number of members, a supervisory board and a 
board of directors must be elected.  

• A cooperative auditing association is required to be able to carry out the legally 
prescribed foundation audit. 

• Carry out a foundation survey. The survey is an assessment of the viability of the 
project and prerequisite for registration in the register of cooperatives. 

• Registration in the Cooperative Register. 

The following should also be considered: 

• Finding suitable consultants who contribute their expertise free of charge, on a 
voluntary basis, could reduce initial financial burden on cooperative founding 
members. 

• Preparing a governing document on the basis of existing legal regulations which is 
acceptable to all founding members. 

 
Local authorities can encourage and support citizen cooperatives through: 

• Actively promoting cooperatives to its citizens as a viable and attractive business 
model for sustainable transportation services, through knowledge sharing, seminars 
and training. 

• Helping to find or providing a mentor or consultant, who can evaluate the idea, help 
with tackling possible issues and prove advice to founding members of a cooperative.  

• Helping with identifying potential funding options. 
• Providing legal and advisory support, such as helping with developing of a robust 

business plan, including reliable financial operating plans and cash flow projections. 
• Providing financial support in a form of grants and local tax breaks. 
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• Providing space and facilities to sustainable mobility and transport cooperatives for 
free or at a reduced rate, e. g. reserving kerbside or parking spaces for cooperative 
car or bicycle-sharing services. 

Summary 
Whereas citizen cooperatives have a long tradition in sectors like agriculture, energy 
generation, banking or retail, they are a relatively new and not widely used phenomenon in 
the transport area. However, citizen cooperatives could also provide a good method for 
financing sustainable transport and mobility projects in S-M cities. Citizen cooperatives tend 
to be not for profit, and therefore could be used to fund projects which private investors may 
avoid due to them being unprofitable. They are also initiated and managed by members who 
are part of a local community, which means that a sustainable mobility service they provide 
meets needs of the community. 

Useful Links 
Cooperatives – Facts and Figures 

https://ica.coop/en/whats-co-op/co-operative-facts-figures 

Cooperatives – Advantages/Disadvantages 

http://www.yourarticlelibrary.com/business/cooperative/advantages-and-disadvantages-of-
cooperative-society-discussed/40799 

European Commission Study on implementation of cooperatives in different EU countries 

https://ec.europa.eu/docsroom/documents/10392/attachments/1/translations/en/renditions/na
tive 

On the promotion of cooperative societies in Europe (available in different languages) 

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52004DC0018&locale=en 

Website of Cooperatives Europe Association 

https://coopseurope.coop/ 

The European Cooperative Society (SCE) 

https://ec.europa.eu/growth/sectors/social-economy/cooperatives/european-cooperative-
society_en 

Communication from the commission to the council and the European Parliament, the 
European Economic and Social Committee and the Committee of Regions: On the promotion 
of cooperative societies in Europe – in different languages 

https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=celex:32003R1435 

Bürgerbusverbund Sauerland-Hellweg eG  

http://www.buergerbusverbund-sauerland-hellweg.de/   

Greenpeace Energy Cooperative 

https://www.greenpeace-energy.de/genossenschaft.html 

https://ica.coop/en/whats-co-op/co-operative-facts-figures
http://www.yourarticlelibrary.com/business/cooperative/advantages-and-disadvantages-of-cooperative-society-discussed/40799
http://www.yourarticlelibrary.com/business/cooperative/advantages-and-disadvantages-of-cooperative-society-discussed/40799
https://ec.europa.eu/docsroom/documents/10392/attachments/1/translations/en/renditions/native
https://ec.europa.eu/docsroom/documents/10392/attachments/1/translations/en/renditions/native
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52004DC0018&locale=en
https://coopseurope.coop/
https://ec.europa.eu/growth/sectors/social-economy/cooperatives/european-cooperative-society_en
https://ec.europa.eu/growth/sectors/social-economy/cooperatives/european-cooperative-society_en
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=celex:32003R1435
http://www.buergerbusverbund-sauerland-hellweg.de/
http://www.buergerbusverbund-sauerland-hellweg.de/
https://www.greenpeace-energy.de/genossenschaft.html
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Crowdsourcing in Transportation 

http://crowdsourced-transport.com/act/crowdfunded-transport-projects/ 
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Appendix C.13 Emissions Trading 
Key Characteristics 

• Emissions trading is a market-based approach used to control pollution by providing 
financial incentives for achieving reductions in the emissions of pollutants (Stavins, 
2001). National or regional carbon trading schemes are operational in Europe, the 
USA, Tokyo, New Zealand and elsewhere.  

• A carbon credit (also known as an ‘emission permit’, ‘carbon offset’ or ‘allowance’) is 
a key element of emissions trading. It is a financial instrument which gives the right to 
the holder to emit one tonne of carbon dioxide. This also includes other greenhouse 
gases with a carbon dioxide equivalent (tCO2e) of one tonne.  

• Countries, cities, or industries can sell unused carbon credits to other countries, 
cities, or industries to raise revenue to finance sustainable transport and mobility 
projects, as well as other environmentally friendly projects designed to reduce CO2 
and greenhouse gas emissions. 

Brief Description  
Emissions trading has its origins in 
economic theories, first formulated in the 
1960s, that seek to attach a production 
cost to pollution. The theory held that if 
pollution had a price, market forces would 
eventually deter businesses from polluting the environment because it would become less 
cost effective for them to do so (Kill et al., 2010). Emissions trading has been a central pillar 
of the EU’s efforts to slow climate change and a policy instrument of choice among many 
other governments. The EU CO2 Emissions Trading Scheme (EU ETS) was introduced by 
the European Union in 2005, independent from the pre-existing international treaties such as 
the Kyoto Protocol and the United Nations Framework Convention on Climate Change 
(UNFCCC).   

Activities and projects that reduce emissions or pull carbon dioxide from the atmosphere (for 
example, through biosequestration, the capture of carbon from the atmosphere by the 
biological process of photosynthesis) generate carbon credits that are sold into carbon 
markets. For example, a company who is emitting 1,000 tonne of CO2 a year in their factory 
may purchase 1,000 credits from a company who has started a new biofuel plant which has 
been verified as taking 1,000 tonnes of CO2 out of the atmosphere (Green Investment 
Services, 2018). 

Background  
Timeline 
1992 

UN Framework Convention on Climate Change (UNFCCC) was established with the aim to 
control and reduce carbon emissions and greenhouse gases. 

1997 

https://en.wikipedia.org/wiki/Carbon_dioxide_equivalent
http://www.climate-change-wisdom.com/emissions-reduction.html
http://www.climate-change-wisdom.com/biosequestration.html
http://www.climate-change-wisdom.com/carbon-credit.html
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An amendment was made to the UNFCCC, known as the ‘Kyoto Protocol’, which includes 
the establishment of a ‘carbon market’.  

Nearly 200 countries worldwide committed themselves to limit or reduce emissions of 
greenhouse gases primarily through national measures. In order to meet those targets, the 
Kyoto Protocol introduced three market-based mechanisms. The assumption was that by 
making emissions an asset which can be bought and sold, industry and individuals may 
begin to take notice (Green Investment Services, 2018). Those mechanisms are: 

• Clean development mechanism (CDM)  

• Joint implementation (JI) 

• Emissions trading (ET) 

Carbon is now tracked and traded like any other commodity. This is known as the ‘carbon 
market’, worth approximately US$141 billion as of 2010 (Green Investment Services, 2018). 
Companies and individuals can offset their CO2 emissions by purchasing credits from 
companies and individuals who are actively reducing CO2 in the atmosphere, therefore 
making their activities carbon neutral (Green Investment Services 2018). 

1997-Present 

This period has seen the evolution of the carbon market. According to the World Bank, 
carbon pricing is currently in place in 38 jurisdictions. Encompassing carbon taxes, Emission 
Trading Schemes (ETS), and additional policies are expected by 2020. For example, a new 
national ETS for China.  

Additional Climate Finance Instruments (CFIs) have arose such as the Clean Technology 
Fund (CTF), the Global Environment Facility (GEF), the International Climate Initiative (IKI), 
the Joint Crediting Mechanism (JCM), the Nationally Appropriate Mitigation Actions (NAMA), 
and the Nordic Development Fund (NDF). 

The EU Emissions Trading System, the largest cap-and-trade scheme in the world, was 
established in 2005, regulating about half of EU’s CO2 emissions. The caps for 2020 are set 
at 21% below 2005 emissions. 

Early 2015 

The Paris Process on Mobility and Climate (PPMC) was created. PPMC is an open and 
inclusive platform that actively invites all organisations and initiatives that support effective 
action on transport and climate change to join in the process. The PPMC was created to 
strengthen the voice of the sustainable transport community in the UNFCCC process, 
especially with a view to the upcoming Conference of Parties (COP21) in Paris.  

December 2015 

At a UN conference in Paris, countries agreed to a new framework for international 
cooperation on climate change, known as the ‘Paris Agreement’. The emissions mitigation 
commitments of the Paris Agreement are non-binding and it is not a treaty. Country 
commitments are entirely voluntary, based on national circumstances. Each country decides 
on its own what it intends to do. Paris Agreement enters into force on 4 November 2016. 

 

http://unfccc.int/kyoto_protocol/mechanisms/clean_development_mechanism/items/2718.php
http://unfccc.int/kyoto_protocol/mechanisms/joint_implementation/items/1674.php
http://unfccc.int/kyoto_protocol/mechanisms/emissions_trading/items/2731.php
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Attractiveness of Emissions Trading 
The attractiveness of the emissions trading is the fact that there is hidden and unexplored 
potentiality on behalf of cities to generate revenues through emission trading in order to 
support significant investments required for sustainable transport and mobility projects. 

The following evidence supports the potential for cities to use emissions trading as a 
financing mechanism: 

• To modernise the electricity sector, Bulgaria, Cyprus, Czech Republic, Estonia, 
Hungary, Lithuania, Poland and Romania have made use of the Article 10c of the EU 
ETS Directive, which allows them grant free carbon credits to electricity generators 
until 2019. However, in return for granting free allowances, the 8 countries concerned 
have to present a national investment plan to the European Commission, which sets 
out investments which will be made by the recipients of the free carbon credits, into 
the upgrade of their infrastructure to include clean technologies and a diversification 
of their energy mix and sources. In general, a large percentage (90% in 2015) of the 
installations operating and covered by the EU ETS receive carbon credits for free 
either through this specific article or Article 10a (CL and free allocation). In specific, 
energy intensive industries have received revenues in the range of €4.5 billion in the 
form of free permits (the value of the carbon permits used for compliance, but not 
given out for free, was approximately €4 billion). 

• According to think tank Sandbag, there is a list of firms mainly in the steel, cement, 
chemical, ceramic and paper sectors that, due to a combination of initial over-
allocation by national governments and the economic decline, have a surplus of 
carbon credits (Sandbag, 2018). 

• The amount of carbon permits auctioned by Member States in 2013 was 808 million, 
while industry received free allocation amounted to 995 million permits. With the 
average carbon price, Member States’ revenues were about €3.6 billion, and are 
expected to increase with permit prices.  

Local Authorities within S-M sized cities can provide incentives to those industries to sell their 
carbon quotas and invest in local sustainable transport projects. There are also cases where 
local authorities have shares or own some of those carbon-generated facilities (like factories 
or power plants), making easier the access to revenues through emissions trading. 

Challenges and Risks 
Local Authorities in cities may hesitate to use emission trading for financing transport 
projects, due to the following challenges and risks: 

• It is a complex mechanism that changes through time due to the conventions on 
climate change, the state of the market, and other parameters. Therefore, it cannot 
be relied upon as a continuous revenue stream. 

• Even though local governments have strategies, plans and measures in place in the 
transport sector to reduce carbon emissions in cities (for example, if the framework of 
their voluntary agreements is through the Covenant of Mayors), the buying and 
selling of carbon quotas for countries takes place at national level. Therefore, there is 
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a strong dependence on political will that may discourage local authorities from 
funding projects through emissions trading. 

• Many local authorities in S-M sized cities have a limited institutional capacity (e.g. 
human resources and technical expertise in the area of emissions trading) which 
could cause them difficulty in identifying viable project options and developing and 
monitoring them. 

• The legislative frameworks that establish and regulate carbon markets have not been 
designed with city projects in mind.  

• Potential overlapping jurisdiction of greenhouse gas (GHG)-emitting sources. 
• High transaction costs due to long time frames. 
• Risk of projects underperforming due to carbon reductions verified and the amount of 

carbon credits ultimately delivered (Clapp et al., 2011). 

These challenges could present serious obstacles for cities, particularly given the limited 
financial resources and working knowledge of carbon markets within city authorities. 
However, cities can use the support of experts (either from the central government or from 
private companies) in the carbon market, to trade their carbon credits and generate revenues 
for implementing sustainable transport and mobility projects. 

Track Record  
Currently, revenue generated through emissions trading is not a common financing 
mechanism for sustainable transport and mobility projects, especially those in S-M sized 
cities (Clapp et al., 2011). Despite the fact that the transport sector accounts for roughly a 
quarter of energy related global GHG emissions, only a small amount of total investments 
made using Climate Finance Instruments (CFIs), such as emissions trading, are made into 
transport. At present, almost 140 countries still have no transport projects which are funded 
by any of the major CFIs. 

However, there is evidence suggesting the use of revenue generated through emissions 
trading to finance transport and mobility-related projects is becoming increasingly more 
common. Data in the SLoCaT Partnership Climate Finance Transport Database, which 
contains information on 277 transport projects covering the time period from 1992 to 2016, 
shows that over $3 billion of transport-focused investments are by CFIs (PPMC, 2018). 
Furthermore, a growing number of countries are applying climate finance to sustainable 
transport projects (PPMC, 2018).  In comparison to May 2015, the number of countries 
making use of CFIs for transport has increased from 50 to 62.  

Arguably, there is a need to increase access to revenue generated through emissions trading 
in the transport sector to achieve the transformational change required in the coming 
decades. However, gaining access to this revenue is still possible for S-M sized cities, and 
there are steps which can be taken to make this type of financing more readily available. 

Case Study: Energy-Efficient Trams in Tallinn, Estonia 
In 2011, the Estonian government decided to sell their unused carbon credits to Spain. In line 
with the country’s Green Investment Scheme, which requires the revenue raised to be 
reinvested in environmentally friendly projects designed to reduce CO2 and greenhouse gas 
emissions, the revenue raised from the transaction is being used to develop environmentally 



D4_Task 4.1_Guidelines to Innovative Financing: Appendix C 
 

 

129 

 

friendly public transport. An example of this is the investment into new energy-efficient trams 
for Estonia’s capital city, Tallinn.  

Technical Specification 
€45 million from the sale of carbon quotas to Spain were invested into procuring new trams. 
The trams use the most up-to-date technology for achieving energy efficiency, such as 
regenerative brake systems, on board energy saving systems, and better insulation 
materials. The new rolling stock uses the power more efficiently due to their higher 
passenger capacity. Fifteen new trams were purchased, and these replaced the old trams on 
the Tallinn City tram line nr. 4., which was upgraded to accommodate the new trams. The 
upgrade was financed separately, through the Cohesion Fund. 

Stated Aims 
In 2009, Tallinn joined the Covenant of Mayors, and the Tallinn Sustainable Energy Action 
Plan 2011–2021 (SEAP) was established for performance of the obligations associated with 
the Covenant. The objective of the SEAP is to reduce CO₂ emissions in Tallinn by 20% by 
2021. The purchasing of trams was decided in the framework of the Tallinn Sustainable 
Energy Action as a mitigation project.   

Benefits  
• As a result of the planned project, Tallinn’s public transport saw significant 

improvement. 
• The improvement of the quality of public transport is expected to help towards 

increasing patronage on public transport and reducing the number of cars in Tallinn 
city, which in turn, would reduce the concentration of pollution in the city centre. 

Drawbacks  
• The sale of carbon credits in Tallinn took place on a central government level and not 

at city level. This is the usual case, since cities themselves do not have carbon 
permits and lack the resources and the expertise to trade credits through the 
available trading systems.   

Assessment 
The use of carbon credits to finance sustainable transport and mobility proved to be 
successful in Tallinn, and it helped the city to make their transport more sustainable. 
However, as the sale of the carbon credits took place at a national level, it may be hard for 
Local Authorities in S-M sized cities to replicate this. Therefore, Local Authorities need to 
work with the central government to benefit from this finance mechanism. Steps on how to do 
this can be found in the following section. 

Emissions Trading and S-M Cities  
S-M sized cities usually lack the resources and the expertise necessary to trade carbon 
credits themselves. However, there are a considerable number of industries that possess 
carbon credits and are obliged to utilize them in activities and projects designed to reduce 
CO2 and greenhouse gas emissions. In addition, central governments who regulate the 
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country’s carbon permits may be invited to invest in local transport projects, especially if 
there are benefits at a national level. Therefore, if a S-M sized city develops a solid set of 
incentives, it can attract the revenues from these sources to finance local sustainable 
transport and mobility projects.    

Guidelines for Implementation  
Local Authorities in S-M cities should use the following steps to approach emissions trading 
as a financing mechanism for sustainable transport and mobility projects. 

1. Guarantee support from central/national government  
• Find out whether there is political will to finance transport and mobility projects in 

S-M sized cities. 
• Find out whether the central government or power-generating industries generate 

revenues from emission trading. If so, find out where they currently invest and 
whether there are any options to apply for this funding. 

• Find out whether the central government can provide expertise regarding using 
revenues from emissions trading for local projects. If so, make use of this. 

 
2. Investigate potential sources of carbon credits 

• Search whether the industries and power-generating plants in the vicinity of the 
city are involved in the emissions trading market and have available carbon 
credits. Find out if they have plans for future investments within their facilities and 
whether they are willing to discuss an investment within the city through selling 
their carbon credits.  

• Find out whether there are any other sources of carbon credits. 
 

3. Create incentives 
• Some power-generating industries may already have in place a corporate social 

responsibility plan focusing areas such as environment, and infrastructure 
support. However, a solid set of incentives must be developed for them to attract 
partnership with S-M cities to trade their carbon credits and invest into sustainable 
mobility projects. 

• Incentives should be developed for the central/national government in order to 
invest the revenues gained from selling carbon credits into transport projects in 
the city. 
 

4. Employ experts in emission trading 
• The mechanisms are very complicated and external support most probably will be 

required to explore whether emissions trading is a viable and cost-effective 
mechanism for funding transport projects in the city.  
 

5. Design the project 
• Find a suitable project for the city. 
• Implement a cost-benefit analysis. 
• Engage the private sector to minimise financial risk.  
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• Explore benefits of the potential transport project, i.e. benefits for the city, its 
citizens and local stakeholders in order to minimise risk of project 
underperformance.  

 
Summary  
Even though emissions trading is not a widely used financing method for city transport 
projects, it presents an innovative way for cities to overcome financial barriers. There is a 
tendency towards the development of city-friendly carbon markets that can hopefully 
eliminate the complex mechanisms associated with emissions trading and allow S-M city 
authorities to utilize the hidden potential of this mechanism.   

Useful Links 
Carbon Market Watch 

http://carbonmarketwatch.org 

http://carbonmarketwatch.org/category/additionality-and-baselines/aau-surplus/ 

Carbon Pulse 

https://carbon-pulse.com/13339/ 

Centre for climate and energy solutions 

https://www.c2es.org/newsroom/articles/whats-ahead-for-carbon-markets-after-cop-21 

Climate Change Wisdom 

http://www.climate-change-wisdom.com/carbon-finance.html 

EC Climate Action 

https://ec.europa.eu/clima/policies/transport_en 

https://ec.europa.eu/clima/policies/ets_en 

EC Mobility and Transport 

https://ec.europa.eu/transport/facts-fundings/scoreboard_en 

Ecosystem marketplace 

http://www.ecosystemmarketplace.com/articles/building-on-paris-countries-assemble-the-
carbon-markets-of-tomorrow/ 

Energy Ecology Economy 

http://3e-news.net/en/ecology/estonia-to-sell-spain-45-mln-euros-of-carbon-credits_9191 

Green Climate Fund 

http://www.greenclimate.fund 

Green Investment Services 

http://www.greeninvestmentservices.com/carbon-offsets/how-it-works 

http://carbonmarketwatch.org/
http://carbonmarketwatch.org/category/additionality-and-baselines/aau-surplus/
https://carbon-pulse.com/13339/
https://www.c2es.org/newsroom/articles/whats-ahead-for-carbon-markets-after-cop-21
http://www.climate-change-wisdom.com/carbon-finance.html
https://ec.europa.eu/clima/policies/transport_en
https://ec.europa.eu/clima/policies/ets_en
https://ec.europa.eu/transport/facts-fundings/scoreboard_en
http://www.ecosystemmarketplace.com/articles/building-on-paris-countries-assemble-the-carbon-markets-of-tomorrow/
http://www.ecosystemmarketplace.com/articles/building-on-paris-countries-assemble-the-carbon-markets-of-tomorrow/
http://3e-news.net/en/ecology/estonia-to-sell-spain-45-mln-euros-of-carbon-credits_9191
http://www.greenclimate.fund/
http://www.greeninvestmentservices.com/carbon-offsets/how-it-works
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http://www.greeninvestmentservices.com/carbon-offsets/types-of-projects 

International emissions Trading Organization 

http://www.ieta.org/kyototoparis 

International Transport Forum 

https://www.itf-oecd.org/ 

Paris Process on Mobility and Climate 

http://www.ppmc-transport.org 

http://www.ppmc-transport.org/slocat-climate-finance-transport-database/ 

Partnership on sustainable low-carbon transport (SLoCat) 

http://www.slocat.net 

http://slocat.net/sites/default/files/u10/policy_brief_executive_summary.pdf 

South Pole 

https://www.southpole.com/search?q=transport%20project 

The REDD Desk 

http://theredddesk.org/markets-standards/joint-implementation-ji-kyoto-protocol 

TRANSfer project 

http://transferproject.org/expertgroup/expert-group-on-climate-finance-for-sustainable-
transport 

http://transferproject.org/wp-content/uploads/2017/04/GIZ-Climate-Finance-
Report_Final_newpic.compressed-2.pdf 

World Resources Institute 

http://www.wri.org/blog/2014/09/transport-sector-key-closing-world%E2%80%99s-emissions-
gap 

http://www.wri.org/blog/2013/12/7-ways-attract-and-use-climate-finance-transport 

World Bank 

http://www.worldbank.org/en/topic/transport/brief/more-climate-finance-for-sustainable-
transport 
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Glossary 
AAUs: Assigned Amount Units  

Annex B Party of Kyoto protocol: A country with an emission reduction or limitation 
commitment  

Bringing the Gap initiative: A multi-stakeholder effort to link global climate change and land 
transport 

BRT: Bus Rapid Transit  

Carbon footprint: A carbon footprint is the total set of greenhouse gas (GHG) emissions 
caused by an organisation, event or product.  For simplicity of reporting, it is often expressed 
in terms of the amount of carbon dioxide, or its equivalent of other GHGs, emitted. 

Carbon offset: Carbon offsets are the ‘currency’ for offsetting. They are quantified in metric 
tonne of CO2e reductions, i.e. one carbon offset equals one tonne of emissions reductions 
made through selected and verified carbon projects. Carbon offsets can be purchased on a 
voluntary basis or to meet regulatory requirements. 

Carbon offset project: A third party verified project which utilises proven clean technologies 
including, hydropower, wind power and methane capture, to generate carbon offsets. 

CDM: Clean Development Mechanism  

CER: Certified emission reduction (a carbon credit created by a CDM project.  One CER 
corresponds to one tonne of CO2e emission reductions.) 

CFIs: Climate Finance Instruments  

CO2e: Carbon dioxide equivalent (The unit of measurement used to compare the relative 
climate impact of the different greenhouse gases. The CO2e quantity of any greenhouse gas 
is the amount of carbon dioxide that would produce the equivalent global warming potential.) 

COP21: 21st meeting of the Conference of Parties of the UNFCCC 

CTF: Clean Technology Fund  

ECX: European Climate Exchange (currently the world's largest emissions market) 

http://www.greeninvestmentservices.com/carbon-offsets/how-it-works
https://sandbag.org.uk/
http://www.ppmc-transport.org/slocat-climate-finance-transport-database
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EU ETS: EU Emissions Trading System (launched in 2005) 

ERUs: Emission reduction units 

GHG: Greenhouse gas  

INDCs: Intended Nationally Determined Contributions  

ITF: International Transport Forum  

JI: Kyoto Protocol’s Joint Implementation is a project-based mechanism like the CDM but 
some of the accounting is different because JI projects are nested within countries that have 
emission reduction commitments under the Kyoto Protocol (http://theredddesk.org/markets-
standards/joint-implementation-ji-kyoto-protocol)  

NAMAs: Nationally Appropriate Mitigation Actions  

NDCs: Nationally Determined Contributions  

OECD: Organisation for Economic Co-operation and Development  

ODI: Overseas Development Institute  

PPMC: Paris Process on Mobility and Climate (virtual platform) 

SLoCaT: Partnership on Sustainable, Low Carbon Transport (a multi-stakeholder partnership 
of over 90 organizations-representing UN organizations, Multilateral and Bilateral 
development organizations, NGOs and Foundations, Academe and the Business Sector).  

TOD: Transit-oriented development (a planning strategy that supports mixed-use residential 
and commercial areas, access to public transport, and a range of mobility options like cycling 
and walking, in order to create sustainable ‘people-oriented cities’). 

UNFCCC: United Nations Framework Convention on Climate Change  

VER: Verified emission reduction (a carbon credit created by a project which has been 
verified outside of the Kyoto Protocol.  One VER corresponds to one tonne of CO2e emission 
reductions.) 

Voluntary carbon market: The segment of the carbon market for carbon offset transactions 
outside of government-related regulatory schemes i.e. offsets purchased by organisations 
wishing to offset their carbon on a voluntary basis. 

http://theredddesk.org/markets-standards/joint-implementation-ji-kyoto-protocol
http://theredddesk.org/markets-standards/joint-implementation-ji-kyoto-protocol
http://www.odi.org/
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Appendix C.14 Planning Obligations / Developer Contributions 
Key Characteristics 

• Planning obligations are agreements between local authorities and developers that 
can be attached to a planning permission to make the development acceptable in 
planning terms, which would otherwise be unacceptable.  

• Developer contributions received through planning obligations represent a way for 
local authorities to internalise some of the external costs of the developed land, such 
as increased strain on local infrastructure. 

• Revenue received from developers as part of the planning obligations can be 
invested into local transport and mobility projects if they mitigate the negative impacts 
of the development. 

• Planning obligations can also be used to restrict the way in which land is used, for 
example, to mandate a minimum proportion of affordable housing.  

Brief Description  
New residential 
development 
could place extra 
burdens on the 
existing 
infrastructure and 
resources in the 
local area, such 
as an increased 
volume of traffic 
and congestion. 
Planning 
obligations are a way for local authorities to internalise some of the external costs of the 
development, either through a fixed levy on the development, or via direct negotiation 
between the developer and the local authority. Local authorities can use the money 
generated from developer contributions to improve existing infrastructure and help minimise 
the strain which the new development puts on it. Planning obligations are the result of 
individual, scheme-based negotiations that have proved to be a practical way for local 
authorities to cover infrastructure costs, as well as capturing some development value.  

Planning obligations can also be used to restrict or define the way in which the land is used, 
or in other words, to make acceptable a development which otherwise would be 
unacceptable to the local authority. For example, the local authority can require a given 
portion of housing be affordable or require a developer to compensate for loss of open 
space. 

Importantly, the agreement usually applies to the land itself, not the person or organisation 
which negotiated it. Thus, the agreement stands even if the owner of the land changes. This 
protects against the agreement being circumvented by a change of ownership.  
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If the planning obligation is not complied with, the local authority can take direct action and 
recover expenses. It is enforceable against the person that entered into the obligation or any 
subsequent owners.  

Planning Obligations in the UK  
In the UK planning obligations are commonly known as Section 106 (S106) agreements. As 
defined in S106 of the UK Town & Country Planning Act 1990, a planning agreement is “a 
legally binding agreement between a developer and a local planning authority and operates 
alongside a planning permission”. The S106 agreements are frequently referred to as 
'developer contributions', as well as highway contributions or the Community Infrastructure 
Levy (CIL), and they are focused on site specific mitigation of the impact of development. 

There were a number of attempts by the UK Governments to secure a portion of the value 
uplifts of developments resulting from planning permission. These include: the 1947 
Development Charge, the 1967 Betterment Levy, the 1973 Development Gains Tax, and the 
Development Land Tax in 1976. However, none of these have been very effective and failed 
due to being counterproductive as they discouraged development. It is considered that the 
major factor contributing to the failure of these attempts were the high rates at which they 
were levied.  

Beginning in the 1970s, some Local Planning Authorities began to negotiate obligations to 
secure contributions to the off-site infrastructure for new development which would otherwise 
have had to be refused permission because of a lack of public sector resources. Later they 
also started to negotiate obligations for the provision of other community needs for which 
public funds were scarce, such as affordable housing. These negotiations have succeeded in 
delivering substantial contributions (Crook, 2016a). 

The negotiation of planning obligation contribution was based on well-entrenched powers of 
Local Planning Authorities. Central government’s role did not prevent use of this power, but 
regulated practice and ensured it was embedded as policy. The success of planning 
obligations could also be attributed to the fact that they were (and are) attractive to 
developers as well.  At times of growing market, developers were anxious to secure planning 
permissions for profitable schemes before market conditions change. It makes sense for 
developers to help fund infrastructure, if its absence or inadequacy is standing in the way of 
getting a planning permission, as long as it does not affect scheme viability. The ability to 
negotiate contributions allowed developers to secure scheme’s viability.  

Until the 1990s, planning obligations were primarily used to force developers to contribute to 
the externalities of the development, such as access roads. However, the use of planning 
obligations subsequently widened to ensure broader benefits to the community, such as 
extensions to local schools or providing affordable housing. 

The legal tests for when a S106 agreement can be used are set out in CIL Regulations 
(2010) and are as follows: 

a. Necessary to make the development acceptable in planning terms 
b. Directly related to the development, and 
c. Fairly and reasonably related in scale and kind to the development (Local 

Government Association, 2018) 
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As part of the pre-application discussion, developers engage in dialogue regarding any 
viability issues which they foresee with their project and to engage in a thorough review of 
those viability aspects. Developers then submit a planning application, which is considered 
for both planning permission and the amount owed for S106 contributions.  

The main issue that arises in negotiations about planning obligations is problems with 
viability, where developers argue that the site is not sufficiently viable to provide all of the 
obligations the Local Planning Authority seeks (Lord et al., 2018). Therefore, developers 
should consider the costs and effects of the local authority’s planning requirements prior to 
securing land for development and be aware of the potential fees or feasibility issues 
associated with the development and possible public infrastructure funding through S106 
(King, Vecia, & Thomson, 2015). 

There is significant variation in the process by which S106 contributions are negotiated by 
different Local Planning Authorities in the UK. Practice varies in terms of who leads 
negotiation and whether internal or external legal support is used, it may be a case officer, or 
it might be a member of a legal team. Some Local Planning Authorities seek external advice, 
and reliance on support from legal departments is variable with some heavily dependent 
whereas others prefer to lead the process. 

Adopting planning obligations is a matter of choice by each Local Planning Authority. There 
are significant variations in the extent to which obligations and their value are secured even 
amongst Local Planning Authorities with similar socio-economic circumstances. This 
variation could be attributable to differences in local policy and practices, including how good 
Local Planning Authorities are at conducting negotiations. 

There are various types of Planning Obligations contributions, including: 

• In-kind and financial contributions. Where the developer builds or provides directly 
the matters necessary to fulfil the obligation, by means of a financial payment, or in 
some cases a combination of both. 

• One-off and a series of payments phased over time. Where obligations are to be 
delivered in kind by the developer, the relevant facilities can be provided at one 
particular point in time, or there may be advantages in providing the relevant facilities 
in a phased manner over time to match stages of the development. 

• Maintenance payments. Where Local Planning Authorities seek maintenance 
payments through planning obligations to contribute towards the physical upkeep of 
infrastructure or facilities (such as maintenance payment for a car club service). 

• Pooled contributions. Pooled contributions are planning obligations that are pooled 
together from more than one development, and/or across more than one Local 
Planning Authority area in order to address impacts across developments and local 
authority boundaries. 

Attractiveness of planning obligations 
• Allows a local authority to recover some of the external costs resulting from a 

development. 
• Provide opportunity to raise funds to finance site-specific infrastructure needs, 

including sustainable mobility and transportation. 
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• Can include aspects outside the scope of other planning instruments, such as social 
housing. 

• Having the ability to negotiate the amount of money contributed means that whilst the 
local authority benefits from the additional funding, interests of developers are 
maintained as they are not put off by a high, fixed charge.  

• The amount of money contributed is ultimately decided by Local Planning Authorities, 
as they have the power to accept or reject the offer. The local authority can therefore 
make sure that the amount of contribution is specific to the needs and size of both the 
local area and the new development.   

• A planning obligation allows the Local Planning Authority to enforce conditions on the 
developer, as well as specify restrictions definitely or indefinitely. For example, 
planning obligations can be used to make a development car free (i.e. the provision of 
no car parking and future residents cannot apply for parking permits for on-street 
parking). 

Challenges and Risks 
• The negotiations between developers and local authorities can be lengthy and 

sometimes difficult, requiring time and effort from both parties. 
• Input from multiple neutral surveyors could be required in order to obtain an impartial 

appraisal of the scheme’s viability.  
• The outcome of the negotiations remains unclear for the local authority until its end. 

As a result of this uncertainty, financial planning for potential schemes and projects is 
more difficult. 

• Planning Obligations could be perceived as highly subjective when determining the 
amount to be contributed.  

• Without adequate controls or transparency, negotiations between the developer and 
local planning authority about developer contribution could lead to collusion and 
corruption. There is an inherent danger of larger developers getting a better deal than 
smaller, less well-resourced developers (Burgess, Monk, & Whitehead, 2011). 

• Planning obligations could discourage development in areas that ask for planning 
obligations, in favour of development in areas that are less strict about imposing 
public obligations. This could lead to a race to the bottom between local authorities.  

• Funding for large infrastructure would be potentially dependent on planning obligation 
payments from many different developers and projects. Due to the one-on-one nature 
of the planning obligation negotiations, securing the required funding amount could 
be challenging, as well as time and resource consuming (Burgess et al., 2011).  

• Significant resources could be required to monitor the agreements and conditions 
pertaining to them after they have been agreed upon, i.e. while and after the land has 
been developed. 

• Negotiations relating to planning obligations, including agreeing viability, can add 
delays to the planning process (Lord et al., 2018).  

Track record 
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Commonly known as ‘S106’ agreements in the UK, or ‘public gain’ in North America, in many 
countries planning obligations proved to be successful in making developers contribute 
funding to offset the site-specific impact of development on public infrastructure. 

UK 
Developer contributions have been a long-standing element of planning policy in England. 
Planning agreements have been permitted between applicants for planning permission and 
the granting Local Planning Authority since the Town and Country Planning Act 1971. By the 
early 2000s planning obligations were being used to compensate third parties for 
externalities of developments, and as an informal betterment tax. 

The 1990 Town and Country Planning Act provides Local Planning Authorities with the right 
to negotiate obligatory contributions - hence ‘planning obligations’ - with developers on a 
case-by-case basis. The agreed developer contributions represent the necessary monetary 
conditions to make the proposed development acceptable in planning terms. More recently 
the S106 system has been supplemented by the Community Infrastructure levy (CIL) brought 
into effect through the CIL regulations of 2010. 

Together, negotiated S106 planning obligations and CIL form the system used to secure 
funding through developer contributions, which is put towards mitigating the social and 
environmental effects of development. 

Key numbers 

• The estimated value of planning obligations and CIL levied in 2016/17 was £6.0 
billion, up from £3.9 billion in 2011/12 (50% after adjusting for inflation).  

• At £4.0 billion, 68% of the value of agreed developer obligations was for the provision 
of affordable housing (50,000 affordable housing dwellings). 

• Planning obligations remain a core aspect of planning practice: over 95% of Local 
Planning Authorities have attached a planning obligation to a proposal in 2016/17.  

• Despite the introduction of CIL in 2010, 85% of the value of planning obligations 
comes from negotiated S106 agreements (Lord et al., 2018). 

Germany  
Planning in Germany is carried out within a decentralised system characterised by 
hierarchical planning powers among the different levels of government and is guided by a 
strong legal framework. Federal spatial planning in Germany is limited to the development of 
guiding principles which provide the legal basis for state spatial planning and specifications 
for sectoral planning. State governments exercise spatial planning at the state level with 
planning taking different forms in each state. The key decisions are usually taken at the 
lowest political level. The position of local municipalities, where the main spatial planning 
authority is located, is strong and municipal autonomy is constitutionally guaranteed. At 
municipal level planning authorities are responsible for site-specific recommendations and 
measures. 

It is the responsibility of the municipality to service the land and provide the infrastructure 
(streets, parking areas, technical services, green space and also ‘social infrastructure’ such 
as playgrounds). Local authorities can use grants from the state, and/or charges on 
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landowners to recover the costs. This puts municipalities in a strong position to recoup the 
related costs. The applicant for a building permit for a site is required to contribute to those 
costs, to a maximum of 90%, with the remaining costs (at least 10%) paid by the 
municipality. Special local laws are used by municipalities to vary the level of charges for 
landowners. The actual provision of the infrastructure is commissioned by the municipality 
(Crook, 2016b).  

The Netherlands 
In the Netherlands the supply of residential land is controlled by municipal governments. In 
the past this was mainly achieved through an “active land policy” whereby most designated 
development land was bought and sold by municipal land companies. Municipalities bought 
land, subdivided it, provided the infrastructure and the utilities, and sold off the subdivided 
plots to property developers, housing associations or owner occupiers. Under this system, 
the costs of construction were subtracted from the potential sales revenues to give a residual 
land value that is used to finance the acquisition and conversion of land, and the provision of 
local public goods.  

Developers can build on their own land provided they get planning consent and pay a fee to 
cover the infrastructure costs. Initially, these payments were negotiated under agreements, 
but in 2008 they were made mandatory. The system requires local authorities to have land 
development and servicing plans as part of their land-use plans which set out formulae for 
calculating the cost to the public sector and their recovery from developers. Getting planning 
consent is conditional on developers paying the infrastructure charges. Where there is no 
land development and servicing plan, developer contributions to infrastructure costs are 
subject to negotiation. In practice, the latter approach dominates with most municipalities 
preferring to negotiate an agreement than to draw up a land development and servicing plan 
because of the latter’s complexity and risks of legal challenge (Crook, 2016b). 

Case Study: Croydon Tramlink, UK 
Croydon Tramlink is a tram line in London, UK, consisting of 28 km of track and 39 stops, 
operating since 2000. Tramlink was built under a Private Finance Initiative (PFI) scheme, 
whereby the government provided £125 million of the project’s £200 million total budget, with 
the rest coming from planning obligations (‘S106 contributions’) in affected areas. The 
system is operated by the private sector without operational subsidy from Transport for 
London (TfL) or Croydon Council. 

The contracts for Tramlink specified that funding via S106 payments was specifically for this 
purpose only and cannot be transferred to other schemes.   

Benefits 
• The Planning Obligations (S106) payments provided £75 million funding for Tramlink 

which would otherwise have had to be found elsewhere. 
• Developers have a specific interest in Tramlink as it was likely to contribute to the 

increase in their land value. 
• The local authority (Croydon Council) got an important transport link.  

Drawbacks 
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• Did not provide all funding, with majority of funding coming from public contributions. 
• Developers’ uncertainty about economic return from investing in the underdeveloped 

area such as Croydon was, could have affected the amount raised for the scheme 
through S106.  

• Allocating a large portion of S106 payments for tram infrastructure, meant that other 
areas, such as affordable housing and green space, had potentially less funding than 
they would have otherwise.  

Assessment 
Tramlink is a good example of what can be done using the planning obligation system, but it 
also shows its limitations. The planning obligations were able to fund the infrastructure only 
partially, with most of the required funding being provided by the government.  In addition, 
allocating a large portion of S106 contribution meant that there was less money for other 
infrastructure. Negotiating collective arrangements between many different developers and 
the Local Planning Authority also proved to be a difficult and lengthy process.  

Planning Obligations and S-M Cities 
For S-M sized city local authorities, planning obligation contributions can be a viable tool to 
mitigate negative social and environmental impacts of development and to raise additional 
revenue for sustainable transport infrastructure.  

However, developing and updating planning obligation policies, as well as negotiating, 
agreeing and implementing individual obligations involves a wide range of activities, requiring 
a variety of different expertise and skills. It is important that a Local Planning Authority which 
consider using this financing mechanism develops a coherent approach to using planning 
obligations and has the right staff possessing the necessary skill involved. 

The context-specific variation would also need to be considered before local planning 
authorities can use planning obligation contributions to finance sustainable mobility and 
transport schemes. These include:  

• Legal context: the nature and extent of the legal powers and responsibilities of the 
initiating local authority to pursue this financing approach. 

• Scale context: the physical scale of the scheme and scale of capital cost of the 
scheme which the local authority wants to finance 

• Organisational context: the existing organisational culture, expertise and staff 
capacity to successfully negotiate and implement planning obligations. 

Consequently, there would be considerable variation in Local Planning Authorities’ ability to 
secure developer contributions and how successfully they can do it. 

Guidelines for Implementation  
Legal Framework  
As with many other financing mechanisms, the ability of the S-M city local authority to use 
planning obligations to raise additional revenue to finance infrastructure depends on an 
appropriate legal framework. If relevant legal framework does not exist at the national level, 
S-M cities and regional authorities would need to work closely with a national government to 



D4_Task 4.1_Guidelines to Innovative Financing: Appendix C 
 

 

142 

 

develop legislation which is fit for purpose. To avoid a race to the bottom situation, whereby 
local authorities undercut each other to attract development, this should be done in 
cooperation with other local authorities and regions. 

Any legislation designed to capture development gains – such as planning obligations – 
should be robust and effective and does not discourage development. 

Developing Planning Obligation Policy 
It is vital the local authority develops a consistent, clear, transparent and predictable 
approach to applying planning obligations by developing Planning Obligation Policy. The 
policy should reduce delays and ensure that applicants applying for planning permission for a 
site understand the full costs of the development from the start. The Local Authority should 
work closely with developers, landowners, local community representatives and utility and 
service providers in preparing these policies. 

• It is important that all planning obligations policies are informed by a sound and 
robust evidence base, for example an up-to-date assessment of the need for, impacts 
on and costs of necessary infrastructure related to development. 

• Planning obligations policies should allow applicants to clearly understand what level 
and type of planning obligations the Local Planning Authority is likely to seek from 
them. 

• Planning obligations policies should inform other local development policies and 
frameworks, which can also be used to clarify the way in which planning obligations 
policy is to be applied. 

• When developing planning obligations policies, the local authority needs to be aware 
of the variety of different forms of contributions and the circumstances in which it 
would be appropriate to make use of them to improve delivery. 

• The level of contribution set in planning obligations policies should correctly reflect 
relevant costs and that it can be adjusted to account to changes in cost over time.   

• The Local Planning Authority needs to agree a joint approach towards planning 
obligations policies if the impact of a development within their boundary or 
neighbouring authorities is likely to have significant impact on cross-authority 
infrastructure. 

• Developers and other stakeholders should be made aware of the opportunities to 
contribute to policy formulation and engage constructively in the process. 

• The planning obligations must be governed by the fundamental principle that planning 
permissions may not be bought or sold. 

Steps to negotiate planning obligations 

• As part of the pre-application discussion, the developer and Local Planning Authority 
engage in dialogue regarding the scheme and any viability issues which developers 
foresee with their project. 

• The Local Planning Authority and developer review identified viability aspects. 
• The developer submits a planning application. 
• The Local Planning Authority considers the planning application for planning 

permission and the amount owed for Planning Obligation contributions. This involves: 
o Seeking detailed information before accepting estimates about viability. 
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o If necessary, seek verification by a certified professional surveyor. 
o Establish whether the impact of the development within their boundary is likely 

to have significant impact on cross-authority infrastructure. 
• Members of the public are given an opportunity to comment on the planning 

application, to ensure that adequate public infrastructure is met for the community. 
This can involve suggestions on how to mitigate the impact of the proposed 
development. 

• The Local Planning Authority decides on whether or not the planning application is 
accepted based on the information submitted and additional information discovered 
during the verification process. 

• Planning Obligation requirements are released with the conditional approval of the 
development. 

Implementing and Monitoring Obligations 
In order to ensure that agreed planning obligations are implemented effectively, it is vital that 
the local authority has systems in place designed to monitor the timely and efficient delivery 
of obligations, and any enforcement action where necessary. The kinds of tasks that effective 
obligations monitoring system should be able to support include: 

• Responding to public enquiries about the status of obligations 
• Providing information on the type and amounts of agreed obligations compared to 

what has been implemented and what still needs to be implemented 
• Sending alerts to relevant staff regarding any upcoming deadlines, events, 

commitments etc 
• Generation of reports to provide updates for various different audiences on 

obligations 
• Input of new details about obligations where changes occur over time 
• Access to contact details for all stakeholders involved 
• Storage of all documents related to the development/application and obligation to be 

accessed 

Local Planning Authorities may wish to appoint a staff member whose responsibilities include 
the monitoring of the implementation of planning obligations. 

Improving Speed, Predictability, Transparency and Accountability 

• All information on the Local Planning Authority’s planning obligations policies should 
be set out in the relevant documents.  

• Local Planning Authorities should be clear and transparent about what type and level 
of planning obligations the developers are expected to contribute. 

• Pre-application discussions should be used as an early opportunity to clarify the Local 
Planning Authority’s planning obligations policies in relation to the proposed 
development. They also provide an applicant with an opportunity to raise any 
questions, concerns or information that may be relevant to negotiating an agreement. 
Investing time and resources at the pre-application stage can save time and 
resources in the medium and longer term and help speed up the delivery of planning 
obligations. 
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• Developers and other stakeholders should have access to necessary information to 
ensure an understanding of the policies, processes, and practice of the planning 
obligations system, including: 

o The Local Planning Authorities policies on planning obligations and ways for 
engagement with regard to draft policies; 

o What each party is able or expected to contribute at various stages of the 
process; and 

o The process for negotiating and agreeing planning obligations, including the 
order and timing of different stages and deadlines. 

• Process maps can be used as a helpful and easy to understand tool for explaining 
the process of negotiating and agreeing planning obligations.  

• Develop a consistent, transparent and systematic communication strategy that clearly 
communicates to the public how the proceeds of planning obligations policies are 
spent. The communication can use a range of different media and publication 
formats. 

• Independent third parties could be used for individual applications to obtain an 
impartial appraisal and to mediate an agreement to the satisfaction of all parties 
involved. 

• It is important that local authority staff or external contractors involved in the process 
of developing planning obligations policies, as well as negotiating and implementing 
individual obligations, have the necessary skills to enable them to carry out their role 
effectively. Relevant skills include:  

o Ability to actively and constructively engage, discuss and negotiate with 
developers to reach agreement on planning obligations; 

o Ability to effectively project manage the planning obligations process from 
beginning to end; 

o Ability to co-ordinate a range of different participants and stakeholders; 
o Ability to communicate the Local Planning Authority’s policy and expectations 

on obligations to a wide range of stakeholders and different audiences 
o Technical and analytical skills; 
o Legal skills allowing for drafting and finalising the Planning Obligation 

agreement and for advising on the application of planning obligations policy. 

The Local Planning Authority should carry out a skills audit and allocate resources to 
address any skills gaps or build on any areas of weakness; if required training 
opportunities for staff and Planning Committee members who are handling planning 
obligations should be provided (Department for Communities and Local Government, 
2006). 

• The negotiations and their outcomes should be kept as transparent as possible to 
avoid the possibility of collusion and corruption.  

• Where possible Local Planning Authorities should aim to standardise documents and 
agreements, to reduce costs and speed up the planning obligations process. 

Estimating level of planning obligations contributions 
It is important that developers and other stakeholders are able to understand how developer 
contributions have been derived, and how they are justified. The use of standard formulas 
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offers a transparent and consistent way of calculating developer contributions and helps to 
increase accountability, speed, and certainty of the process. The Local Planning Authority 
can use standard formulas to calculate standard charge for some categories of infrastructure 
whilst taking a more flexible and less structured approach to other categories of 
contributions. 

To ensure transparency of the process, the Local Planning Authority should make available 
all assumptions and evidence used to determine developer contributions. The Local Planning 
Authority should regularly review its methodology, and to ensure that all evidence used in 
calculations are up-to-date and robust. 

Public Involvement 
Developers and other stakeholders should be involved in the process of developing planning 
obligations policies and the negotiation of planning obligations for individual applications. 
They should be given access to all necessary information and support to facilitate their 
involvement. 

Members of the public should be given an opportunity to make representations to the 
planning authority about individual planning applications. This is to ensure that adequate 
public infrastructure is provided for the community. Representations can include suggestions 
by the public how best to mitigate the impact of the proposed development. 

Summary  
Planning obligations are agreements between local authorities and developers attached to a 
planning permission to make development acceptable in planning terms. For local authorities 
planning obligations could be an effective way to mitigate the impact from new developments 
on the existing infrastructure and to internalise some of the external costs of the developed 
land, such as increased strain on local infrastructure. Local authorities can use the money 
generated from developer contributions to fund relevant sustainable transport and mobility 
projects providing they are designed to mitigate the negative impacts from the development. 

The aim of this brief is to provide S-M sized city local authorities with practical tools and 
methods to help improve the development, negotiation and implementation of planning 
obligations. The brief provides a description, background and case studies and outlines 
recommendations on how local authorities can make the best use of this financing 
mechanism and to deliver planning obligations effectively. 

It is important to note that planning obligations contributions work well for funding small 
scheme infrastructure. However, larger schemes such as major transport links are likely to 
require other funding in addition to developer contributions from planning obligations. This is 
where combinations with other financing mechanisms such as the Community Infrastructure 
Levy or Public Private Partnerships could be beneficial. 

Useful Links 
Department for Communities and Local Government (DCLG) 

Planning Obligations: Practice Guide 
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_dat
a/file/7770/151363.pdf 

Office of The Deputy Prime Minister (ODPM) Circular 05/2005 

http://webarchive.nationalarchives.gov.uk/20120919225314/http://www.communities.gov.uk/
documents/planningandbuilding/pdf/147537.pdf 

West Dorset District Council (UK) 

Supplementary Planning Document 

Planning Obligations Guidelines 

https://www.dorsetforyou.gov.uk/media/143235/Planning-Obligation-
guidelines/pdf/Planning_obligations_guidelines_web_version.pdf 

Camden Planning Guidance 

Planning obligations 

https://www.camden.gov.uk/ccm/cms-
service/stream/asset/;jsessionid=FB45297E183920E72335EA6621CFAE30?asset_id=32833
69& 
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Appendix C.15 Tax Increment Financing 
Key Characteristics 

• Tax Increment Financing (TIF) uses future gains in taxes to finance infrastructure 
improvements, which are expected to produce conditions for tax gains above the 
increases which often would occur without these improvements.  

• The investments may include public transport, non-motorised transport infrastructure, 
car-free areas, and other projects related to land use and city development. 

• The investments are paid through borrowing against the future increase in tax 
revenues. 

• The additional revenue gained from taxes is used to pay off loans taken out to finance 
such improvements. 

• The gains in tax revenues may come from increased property prices as a result of the 
improvement, or other means, such as increased economic activity.  

• TIF is also known as a Revolving Infrastructure Fund.    

Brief Description  
TIF is a way by which local authorities 
borrow money to build infrastructure. 
Assuming that improving an area by 
providing or improving public facilities or 
infrastructure will increase the value of 
the properties surrounding those 
facilities, the local authority can borrow 
money to build those facilities and pay it 
using the increased tax revenues related to the increase in economic activity and property 
values.  

Background  
Tax Increment Financing (see 
Figure 1) was first developed in 
California, in the United States 
in 1952 to rehabilitate urban 
areas (Haider and Donaldson, 
2016). It is now very widely 
applied by local authorities to 
fund critical infrastructure and 
urban regeneration schemes, 
and has recently spread 
beyond North America (Charles 
King et al., 2015).  

TIF has been used to finance 
many kinds of schemes, not 
only public transport and 
mobility. These schemes 

 

Figure 1 Working principle of TIFs (Haider and Donaldson, 
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include public infrastructure, demolition, utilities and planning costs, land acquisition, and 
improvements such as sewer repair and expansion, pavement and kerb works, traffic control, 
storm drainage, street construction and expansion, water supply, street lighting, park 
improvements, environmental landscaping, bridge construction and repair, remediation, and 
parking structures (Charles King et al., 2015).  

After construction of infrastructure and facilities, real estate taxes from surrounding 
properties should increase over time. The taxes, as a direct result of the improvements, will 
be higher than if the infrastructure or facilities had not been built - this is the ‘tax increment’ 
against which money can be borrowed. TIF can be especially useful if funding is particularly 
difficult to find by other means.  

To operate TIF, a catchment area of properties expected to be affected by the development 
of new infrastructure or facilities is identified. Property taxes received by the local authority 
are frozen at the level previous to the new development for a fixed term, e.g. 25 years. In 
those 25 years, the actual level of property tax should increase resulting from the 
development and the difference between the increased property taxes and the frozen level 
are used to pay off the debt taken out to build the new infrastructure or facility.  

Improving transport and mobility within a local area is a key method of generating additional 
revenue through TIF. Previous literature implies that property value or the economic growth 
of an area or region is often influenced by the level of accessibility. From the user’s 
perspective, improvements in an area’s accessibility relate to enhancements in travel time 
and connectivity. In addition, the following benefits of improved transportation and mobility 
systems are reported:  

• Property value increase 
• Expansion of the catchment area of skilled workers, and 
• Enlargement of the catchment area of customers for shops and consumer-oriented 

services 

A local authority can therefore increase their income as a result of the rise in property value 
through increased accessibility.  

Cities may apply TIF to develop public and non-motorised transport infrastructure in certain 
areas to improve accessibility. However, accessibility is not the only transport and mobility 
indicator relevant for real estate prices. For instance, community-based planning may include 
car-free areas and evaluation has shown that car-free areas significantly increase well-being 
of the inhabitants, leading to premium property values. 

Attractiveness of Tax Increment Financing 
• TIF is a way to fund infrastructure investments which typically include high upfront 

payments 
• It allows local authorities to finance infrastructure if other, i.e. national or supra-

national, sources of finance are unavailable 
• TIF is widely seen as a win-win for businesses and councils, encouraging investment 

in an area and providing up-front capital based on future uplift 
• Excellent alternative financing method when private sector financing is scarce 
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• Encourages local authorities to think of public infrastructure schemes based on merits 
rather than on current financial availabilities (Charles King et al., 2015) 

• The encouraged investment in an area can lead to real estate value increases and 
gentrification 

Challenges and Risks 
• TIF is reliant on growth in property taxes and assumes property prices will increase 

as a result of the development of a new facility or infrastructure. In reality, property 
prices are reliant on a variety of other factors along with the development, some of 
which are in the local authority’s control, and some of which are not.  

• Although generally sold to legislatures as a redevelopment tool, some TIF districts 
are drawn up where development would happen anyway, such as ideal development 
areas at the edges of cities. 

• The TIF process arguably leads to favouritism for politically connected developers, 
implementing attorneys, economic development officials, and others involved in the 
processes. 

• Districts can be drawn excessively large thus capturing revenue from areas that 
would have appreciated in value regardless of TIF designation. 

• Capturing the full tax increment and directing it to repay the development loans 
ignores the fact that the incremental increase in property value likely requires an 
increase in the provision of public services (Charles King et al., 2015) 

Track Record 
According to Haider and Donaldson (2016), in 1970, seven states in the USA had adopted 
forms of TIF, however, this had increased to 48 by the late 1990s. The use of TIF in Canada 
is limited, with a notable exception being Calgary’s ‘Community Revitalization Levy’, which is 
similar to TIF. Despite TIF schemes no longer being initiated there, as of 2008, California had 
over 400 Tax Increment District (TIDs), areas in which properties’ tax will be used to finance 
the investment, earning over $10 billion annually, coupled to $28 billion of debt (Charles King 
et al., 2015). Chicago, USA, reports having instituted 173 tax increment districts since 1984, 
with combined income of $7 billion. Of the 173 TIDs, 165 were still active in 2008, with a 
combined TIF income of $570 million. Values of TIF schemes can vary from tens of millions 
of dollars to $300 million (Haider and Donaldson, 2016). 

Haider and Donaldson’s (2016) concludes “TIF’s success as a development financing tool 
has been mixed. Numerous studies have found that TIF developments have a positive 
impact on the community such that property values increase more rapidly in TIF districts than 
otherwise. At the same time, a large number of studies failed to find higher growth rates or 
appreciation in property values for TIF districts when compared with non-TIF districts. They 
go on to argue that “TIF could support only partial capital costs of such a project,” and that “in 
addition, economic cycles have the potential to affect the expected increase in property 
values, which in some instances would result in lower-than-expected TIF revenue.” 

Case Study: Manchester City Deal 
Greater Manchester council (GM) has implemented an ‘Earnback model’, which is 
comparable to a TIF. As part of the scheme, the national government will provide up to £1.2 
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billion for infrastructure improvements, which will be repaid as real economic growth 
(measured in Gross Value Added) is seen within the region (Greater Manchester Combined 
Authority, 2012). The tax increment in this scheme is the increase in tax revenues based on 
Gross Value Added accrued by GM; the Earnback model represents the national government 
lending GM funds to be paid back from increased tax on the increased Gross Value Added 
generated by the investments made. The Earnback model is the first TIF-style financing 
programme in England outside London (Charles King et al., 2015).  

In addition, the Government will provide GM with a greater “proportion of resultant tax take 
generated from this growth than would otherwise be the case under business rate retention”, 
with the intention to reinvest the extra revenue in further Gross Value Added fostering 
projects, creating a “genuinely revolving fund which rewards GM for delivering growth” 
(Greater Manchester Combined Authority, 2012).  

Stated Aims 
The Earnback model is part of the Greater Manchester City Deal (Greater Manchester 
Combined Authority, 2012), which has the following stated aims:  

• Create a revolving infrastructure fund by allowing Greater Manchester to ‘earn back’ a 
portion of additional tax revenue from Gross Value-Added increases resulting from 
local investment in infrastructure. 

• Establish a Greater Manchester Investment Framework to align core economic 
development funds. 

• Strengthen Greater Manchester’s Business Growth Hub, which integrates trade, 
investment and businesses advice. 

• Develop Manchester’s role as a beacon for high value inward investment.  
• Establish a Low Carbon Hub, with a plan to reduce emissions by 48% by 2020. 
• Work with DfT on a broad package of transport proposals encompassing devolution 

of the Northern Rail franchise, bus improvement measures and devolution of local 
transport majors funding. 

Benefits 
• If GM manages to reach their targets, it will have funded improved infrastructure, and 

unlocked extra funding from the national level. 
• The revolving fund could become self-sufficient, and self-fund infrastructure 

improvements.  

Drawbacks 
• As per other TIF schemes, if the forecast or necessary growth does not eventuate, 

the viability of the scheme is reduced or disappears altogether. Many of the factors 
which contribute to this are outside the control of GM, putting it at the mercy of those 
factors to some extent.  

Assessment 
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Assuming all goes well, GM’s Earnback model represents a potential win-win situation. This 
is especially true given the incentive of the increased proportion of the tax take if growth 
targets are met.  

Tax Increment Financing and S-M Cities 
The amount of revenue accessible under a TIF is proportional to the amount of extra tax 
likely to be accrued by a project, therefore, TIF schemes are as applicable to S-M sized cities 
as any other, especially on a local, individual project level.  For wider ranging schemes, S-M 
sized cities may need to band together to implement TIF, similar to the manner of Greater 
Manchester’s Earnback scheme.  

Some enabling legislation may be necessary to allow local authorities to borrow funds on the 
back of future tax earnings, and to manage the allocation of tax revenues.  

Guidelines for Implementation 
1. Initiation 

• Determine the overall project feasibility.  
• The public sector most often initiates TIF projects, however the private and 

non-profit sectors are also able to do so.  
2. Formulation 

• Create a redevelopment plan, in which the geographic boundaries of the TID - 
the area in which properties’ tax will be used to finance the investment - are 
established, along with the project’s objectives, costs, and timelines.  

• Establish tax base, revenue increment, and debt financing policies.  
• It may be necessary to argue what would happen if the TIF project did not 

take place.  
3. Adoption 

• Public hearings and stakeholder participation events to ensure input from 
citizens and taxing districts is considered in the decision-making process.  

• Complete political and legal approvals and draft public-private partnership 
agreements. 

4. Implementation 
• Actual infrastructure construction.  
• Manage construction and project finances.  
• Establish the tax base and tax rates. 
• Issue debt instruments. 
• Generate and distribute tax increments. 

5. Evaluation and Termination 
• Assess the project’s outcomes against expected results. 
• Dissolve the TID after all debt is repaid. 
• Project termination is generally regulated by any TIF-enabling legislation at 

the state or provincial level.  
• At this point, the tax revenues from the TID revert to the allocations from 

before the TIF, hopefully at significantly higher levels (Haider and Donaldson, 
2016). 
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Summary 
For S-M sized city local authorities, TIF could be a promising method to (partially) finance 
infrastructure improvements and facilities, especially in areas with greater growth potential. 
However, while TIF could be a win-win situation for local authorities, there are significant 
risks, especially as the cost-effectiveness of TIFs relies on growth; without it, local authorities 
can be stuck with an unserviceable debt. 
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Appendix C.16 Sales Tax 
Key Characteristics 

• A one-time tax increase is added to the current sales tax of the region, and the 
difference between the original tax rate and newly increased tax rate is available 
for use in transport projects.  

• The funding from the increase in tax must be invested in the project as decided in 
the original proposal for the sales tax increase. 

• This financing mechanism can be implemented for financing sustainable transport 
and mobility projects and initiatives (King, Vecia and Thompson, 2015). 

Brief Description 
Sales tax is a tax 
which is paid to a 
governing body of 
a region, such as a 
local authority, for 
the sales of certain 
goods and 
services. 
Generally, laws 
require the seller of 
the goods or 
service to collect 
the funds for the tax from the consumer at the point of purchase. 

Sales Tax Increase Financing is a mechanism which is sometimes used by the governing 
body of a region, to generate additional revenue to fund public realm improvements. Where 
this is the case, a governing body initiates a one-off increase to the current sales tax rate of a 
region to generate additional revenue. A blanket increase in sales tax is executed, which 
covers all applicable goods and services sold within the region. Applicable goods and 
services are determined by the local government, and there are some goods and services 
which are exempt from the tax.  

The difference between the original tax revenue and newly increased tax revenue is then 
made available for use in public realm improvements such as the financing of sustainable 
transport and mobility projects and initiatives (King, Vecia and Thompson, 2015). 
Background  
Since sales tax is an already implemented funding mechanism, an additional increase in the 
tax to the local region should be easy to implement. This additional funding can be used to 
finance sustainable transport projects in the region. This would reduce the pressure on local 
government for relying on central government for funding infrastructure projects.  

The downside is that the sales tax increase would affect every consumer, and not limited to 
those who use the services, such as private car users. Public in general opposes such tax 
increases, which can be one of the main hurdles in applying such increases in sales tax. 
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Hence, to gain public support, it is important to highlight the benefits gained from the revenue 
generated and to make sure the funding generated is spent on the sustainable transport and 
regeneration projects as promised to the public and there is a clear accountability of the 
funds.  

Attractiveness of funding mechanism 
• Sales Tax Increase Financing provides an additional source of funding for sustainable 

transport and mobility projects. 
• Local authorities can initiate the sales tax increase and therefore they do not need to 

rely on national governments for support.  
• Revenue invested into sustainable transport and mobility projects will mainly benefit 

lower-income people as they rely more on public transport, therefore promoting 
horizontal equality (King, Vecia and Thompson, 2015). 

• The revenue generated is specifically designated towards public realm improvements 
(King, Vecia and Thompson, 2015). 

• Initiates the ‘user pays’ principal whereby the people who benefit from the 
infrastructure, pay for it. 

• Sales tax increases can be quite flexible and therefore allow the governing body to 
select specific goods and services which will incur the tax increase. In addition, there 
is the possibility to tax on remote sales (The Wall Street Journal, 2008). 

• Even a small increase in sales tax can generate a large amount of revenue due to the 
huge number of goods and services which are applicable for the tax (King, Vecia and 
Thompson, 2015). 

Challenges and Risks 
• Local authorities may not have the capacity to undertake the complex administrate 

processes associated with increasing sales tax in the region. 
• The rate of sales tax does not depend on a person’s income or wealth, and therefore an 

increase in sales tax may be unaffordable for people with lower-income salaries. 
• If the tax increase is big enough, it could impact the level of public spending on goods 

and services, which would impact the local and regional economy (King, Vecia and 
Thompson, 2015).  

• The public may be resistant to the tax increases if they do not necessarily use the 
services which will benefit from the tax increase (King, Vecia and Thompson, 2015). 

• The amount of funding generated will depend upon the amount of services/goods 
purchased by consumers and can be difficult to predict. 

Track Record  
It has been observed that these sales tax increase schemes for funding transport projects 
are mostly found in the US and very rarely seen outside the US (Ubbels et al., 2000, King et 
al 2015). Some examples have been found in India (Dalvi and Patankar, 1999), while a 
proposed scheme in Madrid failed and was not implemented. 

Cities in US where sales tax increase has been used to fund transport projects are Denver 
(Colorado), New Orleans (Louisiana), Atlanta (Georgia), Reno (Nevada), Fort Worth (Texas), 
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Austin (Texas) and San Francisco (California) and more recently in Texas, Virginia and Los 
Angeles.  

Case Study: Los Angeles Sales Tax Increase 
The Los Angeles Metropolitan Transportation Authority was able to convince the voters to a 
half percent (0.5%) sales tax increase to improve the city’s mobility and provide more 
sustainable transportation options. The vision of the program is to improve the public 
transport by investing in the bus system and expanding the rail. The plan also consists of 
local street improvement, bicycle and pedestrians’ connections, and transit services for the 
disabled. The program was hugely supported by the public as 72% voted in favour of the tax 
increase. It was promised that two cents for every dollar spent in the county would fund 
transportation improvements.  

It is an ambitious step taken to relieve the heavily congested city through sales tax increase 
initiative and the sales tax is estimated to generate $120 billion in revenue over the next 40 
years. The LA County has clearly allocated the proportion of the funding to various transport 
improvement project with major focus on sustainable transport options.  

The campaign for the scheme highlighted the funding for walking and biking improvements; 
affordable fares for seniors, students and the disabled, among other transport improvements.  

The LA County have produced a Lessons Learned Report to document what are the reasons 
for the success of the project and what measures taken previously have failed. According to 
the lessons learned report, the main reason for the approval of this initiative was engaging 
with all parties and having a collaborative approach to achieve a collective objective.  

Targeted Groups 
In this case, it is mainly the public who is going to pay the additional increase in tax when 
buying the goods and services. 

Financial Specifications 
0.5% increase in sales tax in the Los Angeles County 

Stated Aims 
To improve the city’s congested transport network by increasing the sales tax by 0.5% and 
investing in sustainable transport measures. 

Benefits 
The sales tax increase is expected to generate $120 billion in revenue over the next 40 
years, which is aimed to transform the city of Los Angeles’ transport network, by providing 
major improvement to the bus and rail system, and other sustainable transport projects 
including reduced fares for seniors, students and disabled, bike lanes, and improvement for 
pedestrian walkways and connections.  

Drawbacks 
As stated earlier, sales tax increase requires a strong public support and LA county had to 
invest a lot of time and money to fund the campaign to get public approval. It was a risky 
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initiative because it is not easy to get public voting for a referendum, which is outside of the 
normal electoral period.  

Assessment  
Sales tax increase as a finance mechanism is a possible option for financing a proportion of 
the transport projects, but so far it has not been implemented in many places apart from the 
US. The main challenge is public approval and in the environment of economic uncertainties, 
it is not easy to get approval from the public for increase in sales tax, especially what needs 
to be considered is the tax burden on businesses. Although if approved, even a small 
increase in sales tax can raise a substantial amount of revenue.  

Financing mechanism and S-M Cities 
As mentioned earlier, this form of funding mechanism has been mostly seen to be used in 
the U.S, where despite a more dominant culture of car use and less public transport 
initiatives, there have been cases where the sales tax increase for financing public transport 
have been successful. If the initiative is taken to use sales tax increase funding mechanism 
in Europe, it can be a viable option, considering that public transport is more popular in most 
cities in Europe. But it should be noted that it is more effective in large to medium cities to 
generate an appreciable amount of funding, as it would cover a wider economic and 
demographic boundary and have a stronger economic activity. But it should not be ruled out 
in small cities, as it has been seen that the approach of mixed public-private financing could 
be the answer to financing sustainable transport schemes. 

Guidelines for Implementation 
• A strong campaign should be implemented to inform the public on the issues related 

to public transport, and how the revenue generated from a tax increase will help to 
overcome these issues. 

• A consultation process should be undertaken with local stakeholders and members of 
the public, to help overcome public resistance. 

• Implementing the additional tax by including it in VAT may be less noticeable with 
regards to personal spending habits and budgets, compared to a ‘tax additional’ 
model, where it is added onto a bill separately (King, Vecia and Thompson, 2015). 

• The implementation of a Sales Tax Increase Financing is related to the territory and it 
has to adapt to the regulation and competencies of the city. 

• The additional revenue generated through the sales tax increase should be pooled 
into a separate pot and should only be used to fund applicable sustainable transport 
and mobility projects and there should be a clear accountability of the funds. 

• The tax should be proportionate to the amount intended for investment into 
sustainable transport and mobility projects. The tax increase should not be higher 
than the amount intended to be spent as this could cause major public opposition. 

Summary  
Increase in sales tax should be considered as funding mechanism option which can 
contribute to the sustainable and mobility agenda for S-M cities. It could be challenging for S-
M cities where there is low economic activity, and also the fact that it is not seen to be a 
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common practice outside U.S. To implement such an increase in tax, it is vital to gain public 
support and highlight the benefits gained in longer run and to make sure that the funding is 
spent on the sustainable transport projects to gain public confidence. As mentioned earlier, it 
is possible to gain more public support in European cities for improving the sustainable 
mobility of the area, as public transport is more popular and used more than in the U.S.    

The advantage of this funding mechanism is that local authorities can generate this revenue 
without government support and not a lot of extra administrative procedures are required. 
Depending upon the economic situation, applicable goods and services to be taxed can be 
determined by the local authority and some goods and services could be excluded from the 
tax increase. 

 
Useful Links 
A new model for funding transportation Virginia’s sales tax approach, July 10, 2014 
http://onlinepubs.trb.org/onlinepubs/conferences/2014/Finance/22.Lawson,John.pdf 
[Accessed 12th March 2019] 

State sales tax, Texas 

https://mobility.tamu.edu/mip/strategies-pdfs/funding/technical-summary/state-sales-tax-2-
pg.pdf [Accessed 12th March 2019] 
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Appendix C.17 Toll Roads 
Key Characteristics 

• A fee paid for the right to pass over a highway or bridge, or for entering a specific 
area 

• Toll roads are a mechanism used to generate revenue, which can be used by local 
authorities for funding transport and mobility projects 

• As a traffic congestion control measure, it promotes sustainable mobility 

Brief Description 
Road infrastructures, such as motorways, 
tunnels or bridges are considerably 
expensive, and governments are often 
unable or unwilling to commit fiscal 
spending to build new assets. This is also 
true for existing infrastructure; most 
Highway Agencies find it difficult or even 
impossible to provide the necessary 
resources for the optimal maintenance and 
rehabilitation of their road transport 
infrastructures.  

Many countries have tried to overcome this lack of funds by levying tolls on highway users to 
generate additional revenue. In fact, toll revenues already provide a much-needed source of 
revenue to maintain and expand highway networks worldwide, allowing to provide the public 
with infrastructure, and services, that otherwise wouldn´t be practicable in the same period of 
time or to the same extent. 

Tolling systems have two main purposes; firstly, of shifting mode choice towards public 
transport, and secondly, of generating revenue to finance road maintenance and 
investments. However, the excess revenue generated can also serve as a potential funding 
source for other types transport and mobility projects, and therefore, could be used for 
sustainable transport and mobility projects. 

Generally, the cost of the infrastructure is paid over the life of the project. This allows for the 
execution of projects which do not have immediate or short-term budgetary backing.  

Background 
Traditionally, the public-sector relied on its fiscal budgets to design, build, operate and 
maintain road networks. However, if fiscal budgets are constrained and if roads are not cared 
for, they’ll deteriorate, and economic, social and environmental costs will increase, as the 
rapid growth of traffic exerts pressures on both the infrastructure capacity and pavement 
performance. The growing scarcity of fiscal financing has brought the application of new 
models for the financing and management of the road network, such as the collection of tolls.  

There are two main types of toll systems: open or closed systems. A system is typically 
described as ‘open’ when tolls are collected at points along the highway and are therefore 
not directly related to actual distance travelled by the user. A ‘closed’ system consists of all 
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entry and exit points being monitored, and tolls being collected on exit, so that all payments 
are directly related to distance travelled (Bull and Mauchan, 2014). 

Urban road user charging schemes can be classified in four types: 

• Point based charges 
A charge is levied for crossing a bridge or for entering a section of a motorway. 
Examples of this scheme design can be found in Oslo, Trondheim and Bergen. 

• Cordon based pricing 
A charge is levied for crossing a cordon, and may vary with time of day, direction of 
travel, vehicle type and location on the cordon. There could be several cordons with 
different prices. Examples of this scheme design can be found in London, Milan or 
Stockholm. 

• Area licence-based pricing 
A charge is levied for driving within an area during a certain period. The price may 
vary with time and vehicle type.  

• Distance or time-based pricing 
Price is based upon the distance or time a vehicle travels along a congested route or 
in a specified area, and may vary with time, vehicle type and location (CURACAO 
Project). Examples of this scheme design can be found on a few Portuguese 
motorways. 

Generally, three tolling collection systems are used: manual, electronic or mixed tolling. 
Getting the approach to tolling right, given the situation of the particular highway and the 
options available, is important in terms of public acceptance, revenue yield, fraud/evasion 
minimization, ease of implementation and operating costs (Bull and Mauchan, 2014). In fact, 
manual tolling is easier to implement but requires more toll booths to achieve the same level 
of service, as its operation is slower than fully electronic systems, also known as fully 
automated free flow toll stations.  

Attractiveness of Funding Mechanism 
• It raises an incremental and ongoing revenue source, not tied to government 

budgetary processes and policies. 
• Revenue generated through urban toll roads can be used to finance both construction 

and maintenance of roads infrastructure, as well as new sustainable transport and 
mobility projects. 

• Tolling is regarded as an effective way to ensure that drivers absorb the cost of a trip 
by car along the toll road, compared to other policy measures such as vehicle 
property tax increases, since the toll is charged for each single trip (Croci, 2016). This 
is also known as the “user pay’s principle”, where the users pay for the benefit that 
they choose to have. 

• Urban toll roads have direct user benefits, including travel time savings and road 
network safety improvements. 

Challenges and Risks 
• The success of urban toll roads is highly dependent on a strong political support and 

public acceptability for its implementation. In some cities, like Edinburgh, Manchester 
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and New York, the attempt by local governments to introduce a charge failed 
because of citizens or political opposition (Croci, 2016). 

• Political and public opposition can occur due to a sense of inequity, for example, the 
idea that frequent users suffer the most. 

• Political and public opposition can also occur if there is a lack of efficient 
communication of the positive targeted impacts of the tolling system, such as 
additional revenue for public transport projects. This can be overcome by earmarking 
toll road revenues, which is the case in Bergen, where toll road revenues are 
earmarked to road network investments.  

• Public opposition can also occur due to a user’s perception that they are being 
charged twice, by paying the tolls on top of their taxes. 

• There is a cost recovery risk. Traffic and toll tariff levels may not be sufficient to cover 
all costs, including construction, operation and maintenance (Bull and Mauchan, 
2014). 

Track Record  
There are many examples of the successful implementation of urban toll roads, whereby the 
revenue generated has been invested into maintaining existing infrastructure, new 
infrastructure projects or sustainable transport and mobility projects. For example, the 
Norwegian cities of Bergen, Oslo and Trondheim have extensive experience on the 
implementation of toll roads as a financing mechanism for transport projects, and have been 
applying these policies since 1980’s and 1990’s. The revenue from the initial Bergen toll ring 
(1986-2002) was only used for road infrastructure investments, however, the new Bergen 
Programme also funds public transport and mobility infrastructure. 

Other examples of urban road charging in Europe can be found in the UK (Durham and 
London), Stockholm or Milan, however targeting primarily traffic congestion control, gas 
emission taxation, or both. In Milan for example, the system shifted from a pollution to a 
congestion charge because most polluting vehicles were rapidly put out of circulation. In 
Milan, there was an increase of about 12.5% in passengers using subway stations inside the 
charged area (Croci, 2016). 

In London, after a first phase, congestion increased because it was decided to use the road 
space freed from cars for other social or sustainable mobility purposes (bike lanes, 
pedestrian areas, etc.) (Croci, 2016). 

Results from London, Milan and Stockholm charging schemes also point to benefits 
regarding air pollution levels, with reductions of about 10% to 20% in gas emissions. 

Case Study I: Bergen Toll Ring 
Bergen is a Norwegian city with a population of close to 280,000 inhabitants and a 
metropolitan region population of 420,000 inhabitants. As a response to an increase in road 
traffic demand and lack of public funds for road infrastructure investments, Bergen 
introduced a toll ring scheme in 1986.  The main purpose of the toll system was to raise 
funds to speed up road investment in the Bergen region. 

In 2001, instead of ceasing the tolling scheme as initially intended, it was retained to raise 
funds for the Bergen Programme for Transportation, Urban Development and Environment. 

https://www.regjeringen.no/no/aktuelt/bergensprogrammet-god_og_miljovennlig/id255755/
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However, it was agreed in a political consensus that to retain the toll system, a significant 
portion of the funds had to be invested into public transportation infrastructure. 

The Bergen Programme for Transportation, Urban Development and Environment was 
approved in 2002 and includes a ten-year investment budget of approximately 5.3 billion 
Norwegian kroner (equivalent to €650 million), of which 55% is to be invested into public 
transportation systems and 45% is to be invested into highway-related infrastructure. The 
programme includes proposals for financing several roads, light rail, pedestrian and cycling 
projects in the city. 

Targeted groups 
Until 2001, the toll was charged to all vehicles entering the tolled area between 6am to 10pm, 
apart from public service buses and emergency vehicles. From 2001 onwards, 24-hour 
operation was introduced on weekdays. 

Timeline 
The Bergen Toll Ring was implemented In January 1986, six months after parliamentary 
approval had been granted. The Bergen toll ring was due to expire at the end of 2000, but it 
was extended to support the Bergen Programme for Transportation, Urban Development and 
Environment (2002-Present).  

In 2004, a second ring was introduced, and the system was made into a free-flow system, 
with the use of the Auto-PASS. 

Technical Specification 
Initially, six toll stations were placed in all city entries forming a continuous boundary, so the 
scheme design is similar to cordon charging. Later, one more toll station was added. 

Until 1999, the fee was 5 NOK (0.5€) for cars and 10 NOK (1.0€) for trucks. In 1999, the fees 
were doubled. In 2004, the fee was increased again to 15 NOK (1.5€) for cars, and 30 NOK 
(3.0€) for trucks, per each crossing. Prepaid tickets and monthly, bi-annual and annual 
permits were also available, at a slightly discounted rate (Ieromonachou, Potter and Warren, 
2005). 

The toll system is regulated by Public Roads Administration, and the operation has been 
outsourced to Bro Tunnelselskapet AS. 

Operating costs were higher than in other Norwegian cities because of the toll collection 
system in operation. Enforcement was through digital video control, and offenders were fined 
in 300 NOK (30.0€). This manual system remained in place until 2004, when electronic toll 
collection was harmonized throughout Norway through the usage of Auto-Pass system.  

Stated Aims 
• Initially, to generate revenues for funding road infrastructure investments, to improve 

road network level of service and safety. 
• Within the Bergen Programme for Transportation, Urban Development and 

Environment, to generate revenues for funding road, light rail and walking/cycling 
projects (2002-Present). 
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Benefits 
• In the period 1986-1999, the Bergen Toll Ring generated an annual revenue of 

approximately 60 million NOK (6 million €) and a net income of approximately 50 
million NOK (5 million €), after discounted operating costs. 

• Raised funds are used to support road building projects. 
• Under the Bergen Programme for Transportation, Urban Development and 

Environment, a proportion of the raised funds were used to support the construction 
of a 20-kilometer light rail line from the city centre to the airport. 

• There was a reduction in the number of car trips. The reduction was mainly due to a 
decrease in drivers who paid per trip, rather than by those with a seasonal pass. 

Drawbacks 
• For the first phase of the toll ring (1986-2002), there was no evidence of revenue 

being invested into sustainable transport or mobility measures. 
• Initial success in implementation of the scheme depended on previous experience in 

toll collection (Lovstakk tunnel). Without this background, the public’s acceptance 
may not have been achieved so easily. 

Assessment 
The Bergen Toll Ring has proved a successful financing mechanism in Bergen. The toll ring 
in Bergen has been effective in raising funds for mobility projects. Toll revenues have been 
earmarked to support road building, in the earlier phase, and public transport infrastructure 
more recently, reflecting a shift in transport planning policy. 

Furthermore, data from a before-and-after survey of drivers in Bergen showed the toll ring 
appeared to have positive impacts on travel habits such as a shift in the timing of trips, and a 
reduction in the number of car trips. However, the survey also highlighted concerns about the 
non-existence of alternative routes (Lewis, 1993). 

Several aspects were important to gain the public’s acceptance of the implementation of the 
Bergen Toll Ring, such as initial low tariff rates which progressively increased, the existence 
of a previous background of toll collection systems, and the linkage between toll revenues 
and the completion of other transport investments. 

Urban Toll Roads and S-M Cities  
• Urban toll systems generate revenue which can be used as a response to the lack of 

public funds for sustainable transport and mobility investments. This is particularly 
important for S-M sized cities as they tend to receive less public funding compared to 
larger cities. 

• Urban toll roads prove as an instrument for the implementation of sustainable mobility 
policies, addressing issues such as environmental enhancement and traffic 
congestion control. 

• Toll road schemes need to be carefully designed in S-M sized cities, due to 
potentially high installation and operation costs. 

Guidelines for Implementation 
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• Use political support as a driver to implement the charging system and coordinate 
local and national authorities to promote toll systems as an instrument for 
implementation of sustainable mobility policies. 

• An intensive information campaign to highlight the targeted goals and use of 
revenues should be implemented to gain the public’s acceptance. This is especially 
important in societies with no familiarity with toll roads. 

• Clearly define the main pricing objectives of the tolling system, as this is central to 
scheme design (for example, tariff levels, mechanism of charging, period of 
charging). 

• Toll tariffs should be adapted according to vehicle classification, time of day or day of 
week, construction and operation costs, social considerations, and geographical area 
(Bull and Mauchan, 2014). A toll tariff structure based on these topics improve user’s 
equity perception of the charging system. 

• Identify mobility patterns, quantify road traffic demand and develop projections and 
scenarios of modal shift after the implementation of the toll system. 

• Analyse public transport alternatives, and levels of service, and assess the capacity 
to absorb the estimated increase in demand following the reduction in road traffic. 

• Improve public transport services, as well as walking and cycling infrastructure, to be 
used as alternatives. 

• Develop an economic feasibility analysis of the project based on the expected 
revenues and costs. 

Summary  
Urban toll road systems are a way of direct road user charging to generate revenue and are 
based on the ‘user pays’ theory. Urban toll roads can be a useful mechanism to generate 
additional financing for sustainable transport and mobility projects, as highlighted through the 
Bergen Toll Ring case study. Furthermore, they can also help towards facilitating a modal 
shift from car use towards more sustainable modes of transport. 

However, the success of an urban toll road largely depends on public acceptance and on 
public transport capacity to absorb the associated increase in demand. Political support 
should not be neglected for the implementation of toll systems and there should be a user’s 
perception of a common good in the basis of the toll implementation. 

It should also be recognised that there are implementation and operational costs associated 
with implementing an urban toll system, and these should be accounted for in the planning 
phase. Such costs directly depend on the system and scheme which is being implemented.  

Several examples of urban tolls can be found (UK, Sweden, Italy), mainly with the purpose of 
congestion charging and environment enhancing. Bergen, Oslo and Trondheim are the best 
examples of successful implementation of toll systems as purely public transport funding 
schemes. 

Useful Links 
Urban Access Regulations in Europe – Urban Road Toll Schemes: 

http://urbanaccessregulations.eu/urban-road-charging-schemes 

http://urbanaccessregulations.eu/urban-road-charging-schemes
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Urban Road User Charging Online Knowledge Base – City Case Studies: 

http://www.isis-it.net/curacao/ 

References 
Bull, M. and Mauchan, A., 2014. ‘Executive Brief on Tolling Principles’, Public – Private 
Infrastructure Advisory Facility. 

Croci, E., 2016. ‘Urban Road Pricing: A Comparative Study on the Experiences of London, 
Stockholm and Milan’, Transportation Research Procedia. Elsevier B.V., 14, pp. 253–262. 
doi: 10.1016/j.trpro.2016.05.062. 

Ieromonachou, P., Potter, S. and Warren, J., 2005. Comparing Urban Road Pricing 
Implementation and Management Strategies from the UK and Norway, PIARC Seminar on 
Road Pricing with emphasis on Financing, Regulation and Equity. 

Lewis, Nigel C., 1993. ´Road Pricing: Theory and Practice´. Thomas Telford, London. 

 

 
 
 

http://www.isis-it.net/curacao/


D4_Task 4.1_Guidelines to Innovative Financing: Appendix C 

 

 

 

166 

 

Appendix C.18 Selling Expertise and Technical Know-how 
Key Characteristics 

• A local transport authority or public administration can sell its expertise and technical 
know-how regarding transport and mobility, as well as regarding other aspects of their 
operation, in order to obtain revenue. 

• The additional revenue can be reinvested into sustainable transport and mobility 
projects. 

• The selling of expertise and technical know-how is regulated by contracts, formal 
technology-transfer agreements, or intellectual property rights. 

• A local authority can also share its knowledge and expertise via knowledge sharing 
networks, hubs and partnerships, and benefit from resultant publicity and recognition. 

Brief Description 
Selling expertise and technical 
know-how is a form of collaborative 
knowledge sharing, where one has 
an exclusive right to exploit his or 
her substantive knowledge for 
economic profit and desires to 
merchandise it (Crevoisier, 2016). A 
local authority may sell its expertise and technical know-how to obtain an additional revenue 
for its sustainable transport and mobility projects.  

An urban local authority can also transfer and share its knowledge through networks, 
partnerships and knowledge hubs, for free or for a small price. By doing this, the city can 
benefit from increased attractiveness and name recognition among the general public and 
various organisations, including local authority employees from other cities looking for new 
ideas, private companies looking for a location for their business operation and potential 
tourists looking for an exciting destination for their holiday. 

The transfer of expertise and technical know-how could consist of the identification, 
documentation, and dissemination of processes, practices, and expertise in the area of 
interest, which can include but is not limited to transport and mobility, asset management, 
procurement, models for cost and revenue savings, innovative legal tools etc.  

Background  
Selling expertise and technical know-how is based on the theory that sharing knowledge is 
an efficient way to enhance development capacity. The primary objective of selling expertise 
and technical know-how is to enable the recipient to increase their knowledge capacity. 

The importance of knowledge sharing is highlighted by the European Commission. The 
European Commission believe that sharing knowledge within the EU is a good way to 
enhance the EU’s development capacity, as stated in the European Commission’s European 
Interoperability Framework (EIF). The EIF is a set of recommendations, which specify how 

https://ec.europa.eu/isa2/sites/isa/files/eif_brochure_final.pdf
https://ec.europa.eu/isa2/sites/isa/files/eif_brochure_final.pdf
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businesses, administrations and citizens within the EU and Member States should 
communicate with each other1. It sets out a commonly agreed approach towards delivering 
European public services in an interoperable manner, as well as basic interoperability 
guidelines in the form of models, common principles, and recommendations 2. The EIF 
encourages the reuse of concepts, applications, services, specifications, data models and 
administrative information sources, and moreover, it describes reusability as a key concept 
for the effective development of public services. In turn, it encourages public administrations 
to share and reuse solutions and to cooperate on the development of joint solutions when 
implementing European public services3. 

Attractiveness of Selling Expertise and Technical Know-how 
• A transport authority or public administration can generate additional revenue through 

selling their expertise and technical know-how to public and private companies.  
• Taking part in knowledge sharing activities can also help cities to foster networks and 

communities of practice which enable their own development and make available 
searchable expertise directories for further collaboration in the future. 

• Participating in knowledge transfers with other local authorities can help local 
authorities to learn about new models for cost and revenue savings.  

• Local authority employees from other cities could consider visiting the city on a 
learning tour or for a site visit, if they find shared knowledge and expertise relevant 
and useful. 

• By participating in innovative knowledge transfer through multi-stakeholder networks 
and partnerships, cities make themselves more visible and attractive to private 
companies who are looking for a base for their operations or a location for a 
headquarter. 

• Positioning itself as a knowledge sharing city with unique expertise and know-how 
creates a positive image of the city brand and a positive effect on its attractiveness for 
potential tourists and visitors.  

• Taking part in knowledge sharing activities can help towards developing a more 
sustainable and innovative future for transport and mobility, as it will help to increase 
the capacity of other transport authorities and public administrations in other countries 
or regions. 

Challenges and Risks 
• There may be a reluctance from the ‘buyer’ to pay for expertise and technical know-

how if they have difficulty in assessing how it will contribute towards reducing costs 
and accelerating delivery of their project(s).  

• The expertise and technical know-how should be transferred to the ‘buyer’ in a proper 
manner to avoid misunderstandings, resistance, or pitfalls (Jöns et al., 2017). 

 
1 https://ec.europa.eu/isa2/sites/isa/files/eif_brochure_final.pdf 
2 https://ec.europa.eu/isa2/sites/isa/files/eif_brochure_final.pdf 
3 COM(2010) 744 final: communication from the commission to the European parliament, the council, the European economic 
and social committee and the committee of the regions, towards interoperability for European public services. 
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• There could be institutional/organisational challenges within transport authorities and 
public administrations such as getting people motivated to approach ‘selling expertise 
and technical know-how’ as a new financing mechanism. 

• The practice of knowledge-sharing should align with local legislation, and harmonise 
with that at global, regional, national and state levels. 

• S-M cities may not have a relevant expertise or knowledge which has a market value.  
• Small and medium-sized local authorities may lack capacity and resources to 

participate in knowledge sharing networks and partnerships. 

Track Record 
Examples of transport authorities selling expertise and technical know-how successfully 
include the Land Transport Authority (LTA) Academy in Singapore; licencing contactless 
ticketing technology by Transport for London (TfL); Dutch cities, including City of Nijmegen, 
City of Amsterdam and Utrecht, sharing their knowledge and expertise about cycling via 
Dutch Cycling Embassy.  

The following section elaborates on examples of Singapore and Transport for London in 
more detail. 

Case Study I: Licencing London’s contactless ticketing system 
In June 2003, Transport for London (TfL) implemented a contactless ticketing system for 
transport in and around London. The system foresees the ticketless payment for bus, Tube, 
tram, DLR, London Overground, TfL Rail, River Bus, and Air Line services, as well as most 
National rail services in London. This payment method provides an alternative to cash 
payment, which facilitates to reduce the travel times as the user does not have to use a ticket 
machine. 

For the first decade of the contactless ticketing system in London, TfL chose Oyster, a pre-
loaded contactless smartcard, as the only contactless method of payment. Oyster cards 
could, and still can be, purchased from stations, visitor centres, or online, and work on a pay-
as-you-go basis.  The user can top up the card with any amount of money and use it on all 
specified services until the credit runs out.  

In September 2014, the contactless ticketing system was upgraded, to take advantage of 
rapidly evolving technologies, and to respond to a market demand for a more accessible and 
connected transport system. An upgrade ticketing system included a new form of contactless 
payment which allowed contactless MasterCard, Visa, Maestro, or American Express cards 
issued in the UK, plus some contactless cards issued outside the UK, to be used to pay for 
travel on TfL services (Transport for London, 2018a). Since then, over 500 million journeys 
have been made by over 12 million unique debit and credit cards from 90 different countries, 
as well as on smart phones with a contactless payment app. This made TfL’s network one of 
the largest contactless merchants in the world 4. 

 
4 https://tfl.gov.uk/info-for/media/press-releases/2016/july/licencing-london-s-contactless-ticketing-
system 
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In July 2016, TfL signed a £15 million deal with Cubic Transportation Systems (CTS) to allow 
them to use London’s upgraded world-class ticketing system worldwide. This licence granted 
CTS access to London’s expertise regarding the contactless ticketing system, enabling them 
to adapt and implement the system in other major cities across the globe. TfL will use the 
revenue generated through the sale of the expertise to deliver a fare freeze across TfL 
services, as announced by the Mayor of London, Sadiq Khan, as part of his four-year 
plan5. The sale of this expertise is one of the Mayor of London’s planned agreements to sell 
TfL’s expertise at home and abroad – one of his manifesto commitments.  

Stated Aims 
The main aims of selling TfL’s expertise on the contactless ticketing system are to: 

• Generate substantial additional revenue for TfL, which will be invested into delivering 
the Mayor of London’s proposed fares freeze across TfL services for the next for 
years. 

• Facilitate greater use of public transport in London, due to a fare freeze over the next 
four years (secondary objective).  

• Increase global interoperability by sharing the expertise with other major cities across 
the world (secondary objective). 

• Facilitates greater use of public transport in other cities which implement the 
contactless ticketing system (secondary objective). 

Benefits 
• Raise additional revenue through selling TfL’s expertise and technic know-how, which 

can then be used to freeze fare prices across TfL’s services for the next four years. 
• Boost TfL’s reputation as a provider of innovation in the field of contactless ticketing. 
• The selling of TfL’s expertise was part of a wider initiative of the Mayor of London, to 

sell expertise both at home and abroad. 
• Influences a greater use of public transport in London due to the four-year fare 

freeze. 
• Facilitates greater use of public transport in other cities who use London’s contactless 

ticketing model, as it will create more easily accessible public transport. 

Drawbacks 
• The £15 million deal is a one-off payment. TfL will need to continue to be an 

innovative leader in the field of contactless ticketing if they want to strike similar deals 
in the future. 

• Lack of the national government support. 
• If other major cities implement London’s world-class ticketing system, London may 

find itself loosing competitive advantage. 

Assessment 

 
5 https://tfl.gov.uk/info-for/media/press-releases/2016/july/licencing-london-s-contactless-ticketing-
system 
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Licencing TfL’s contactless ticketing system for use by other cities has proven to be a 
successful way to gain additional revenue to promote sustainable transport and mobility 
options within London. TfL gained a substantial £15 million through the sale of their 
expertise, which will be invested into freezing the fares of TfL services, a key commitment in 
the Mayor of London’s four-year plan. Although the deal was a one-off payment, through 
selling their innovation in the field of contactless ticketing, TfL will also benefit from a boosted 
reputation, which may enable them to make further deals in the future. In turn, this could help 
towards improving the economic condition of the organisation. 

Case Study II: LTA Academy Singapore  
The Land Transport Authority of Singapore established the LTA Academy (LTAA) in 
September 2006, as a one-stop global knowledge hub in urban transport. The purpose of the 
LTAA is to share and promote best practices and experiences regarding land transport 
issues 6. 

The Academy is a capability building arm of the LTA which takes on the following roles: 

• A learning enabler that imparts practical knowledge and provides a holistic learning 
experience in the field of urban transport, which offers programmes, seminars, 
international conferences, study visits as well as advisory services.  

• The Academy leads the public transport industry manpower planning and 
development, developing strategies and programmes to meet the manpower needs of 
the industry on a long-term sustainable basis. 

Targeted Groups 
The LTAA is targeted at transport authorities who are searching for the external expertise or 
technical know-how. 

Technical Specification 
LTAA provides the following services: 

• The academy offers a set of professional programmes, seminars, international 
conferences, study visits as well as advisory services in the field of urban transport.  

• As part of sustainable land transport planning, it also leads the public transport 
industry manpower planning and development, providing strategies and programmes 
to meet the manpower needs of the industry on a long-term sustainable basis. 

• The LTAA places strong focus on knowledge sharing. Academic knowledge is shared 
for the development of human capital through documentation of lessons learnt and 
case studies. In line with its goal to become a leader in urban transport policy and 
planning, the LTAA is actively engaged in capacity development and drives strategic 
alliances for collaborative research. 7 

Stated Aims 

 
6 https://www.lta.gov.sg/content/ltaweb/en/academies/ltaacademy/abtus.html 
7 https://www.lta.gov.sg/content/ltaweb/en/academies/ltaacademy/abtus.html 
 

https://www.lta.gov.sg/content/ltaweb/en/academies/ltaacademy/abtus.html
https://www.lta.gov.sg/content/ltaweb/en/academies/ltaacademy/abtus.html
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The aim of the LTAA is to promote Singapore's experience and expertise on land transport 
mobility and to disseminate their research in order to exchange best practices within the 
global land transport community. 

Benefits 
• The Land Transport Authority generates revenue by selling expertise and 

technological know-how. 
• Through knowledge management effort via LTA Academy, Singapore’s the Land 

Transport Authority captures institutional knowledge, lessons learnt and learns about 
case studies. By keeping and applying relevant and useful knowledge on urban land 
transport it improves its own transportation and mobility. 

• LTA Academy becoming a leading global institution on land transport issues which 
shares knowledge among other transport authorities by providing professional 
programmes, seminars, international conferences, sharing best practices by 
organising events conducted by both in-house trainers and external trainers 

Assessment 
The LTAA provides a good example of how knowledge should be managed within an 
organisation, if an organisation seeks to generate revenue through selling its expertise and to 
share it with other cities and stakeholders.  

Selling Expertise and Technical Know-How and S-M Cities  
While case studies presented as part of this brief are from large global cities, selling 
expertise and know-how can also be used to generate additional revenue for a S-M local 
authority, which can be then be invested into local transport and mobility systems. 

S-M cities can also take advantage of networks and partnerships designed for knowledge 
sharing and cooperation. Being a part of a knowledge sharing network allows a city to 
promote itself and to increase its attractiveness for private companies looking for a location 
for their business operation and for tourists looking for an exciting new destination for their 
holiday. It also raises the city profile and makes it a potential destination for local authority 
employees from other cities looking for new ideas and opportunities for learning. 

Relevance for S-M Cities 
• Selling expertise and technical know-how or sharing it via knowledge sharing 

networks and events and could be a way for S-M cities to raise additional revenue, or 
as minimum to raise the city profile among private business, other local authorities 
and general public. 

• Knowledge sharing is a good opportunity for a S-M sized city to establish new 
contacts with different stakeholders, as well as to broaden its network. 

• Local authorities or public administrations need to have marketable knowledge, which 
can be of benefit to the perspective buyers or which can be shared via knowledge 
transfer networks. However, even if a local authority believe that it has nothing to 
share in terms of expertise or innovative knowledge, it could still benefit from 
participating in knowledge transfer networks and events.  
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• Approaching this financing mechanism may require additional resources within a 
transport authority or public administration to carry out the deals.  

Guidelines for Implementation 
• The transport authority or public administration should carry out research to find out 

whether their expertise is marketable in the transport and mobility industry. They 
should seek to find knowledge gaps and work out whether they have the expertise 
and technical know-how to fill them.   

• The local authority should ensure that the expertise and technical know-how that they 
provide is relevant and useful. 

• In order to provide marketable expertise and technical know-how, the local authority 
should possess strong and accurate knowledge in the field in which they are willing to 
sell their expertise. Otherwise, they will not only lose the possibility of gaining deals, 
but they may also damage their reputation.  

• A crucial factor in selling transport-related expertise and technical know-how is 
managing the intellectual property rights of the innovation, as it could be the case that 
more than one organisation was involved in the developing the innovation. This 
aspect should be taken into consideration before selling the technical know-how.   

• Pricing of expertise and technical know-how should be decided upon by considering 
the amount of added value that the knowledge will provide to the buyer, the price of 
the resources used to generate the knowledge, and the price of similar sales in the 
industry.  

• The sale of expertise and technical know-how should align with all relevant legislation 
and regulatory frameworks in countries of all parties involved. 

• Contractual arrangements should be effective and protect the commercial interests of 
both parties involved in the buying and selling of expertise and technical know-how.  

• In order to provide a successful transfer of knowledge, a good communication and 
engagement strategy is required. The accurate selection of the communication 
channels is very important. 

• Find out about opportunities for knowledge sharing networks and partnerships using 
online resources such as URBACT, EUROCITIES, and JASPRS Network Knowledge 
and Learning Centre. 

• Build knowledge sharing networks and partnerships with other cities who share your 
sustainable mobility goals. 

• Dedicate a person or team within your organisation who would be responsible for 
identifying opportunities and following leads.  

• Changes may have to be made within the institution/organisation, such as developing 
a culture that accepts new learning, distribution, changes and improvements. 

Summary  
Selling expertise and technical know-how could be an effective method of raising additional 
revenue for the S-M local authorities. This funding mechanism has many benefits such as 
the improvement of the organisation’s business model by introducing new business services 
and products, enlarging the organisational network and cooperation, and providing economic 

http://urbact.eu/urbact-another-paradigm-european-cities
http://www.eurocities.eu/eurocities
http://www.jaspersnetwork.org/display/HOME/Homepage
http://www.jaspersnetwork.org/display/HOME/Homepage
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benefit. Selling expertise and technical know-how requires strong knowledge in the sphere of 
application in order to sell the service in order not to lose the company reputation.   

The Singapore’s LTAA example demonstrates how an organisation can capture institutional 
knowledge, lessons learnt and case studies and to use this newly acquired knowledge to its 
own advantage by applying it and selling it back via seminars, training sessions and 
international conferences.  

However, it could be more difficult for S-M sized cities, compared to large global cities such 
as London and Singapore to find a competitive edge and have a unique sought   

Links 
Advances In Transportation Agency Knowledge Management 
http://onlinepubs.trb.org/onlinepubs/nchrp/docs/nchrp20-68a_12-04.pdf 

Digital Single Market 

https://ec.europa.eu/digital-single-market/en/news/sharing-and-reuse-open-efficient-and-
innovative-public-services 

European Interoperability Framework - Implementation Strategy 

http://eur-lex.europa.eu/resource.html?uri=cellar:2c2f2554-0faf-11e7-8a35 
01aa75ed71a1.0017.02/DOC_3&format=PDF 

European Interoperability Framework Report  

https://ec.europa.eu/isa2/sites/isa/files/eif_brochure_final.pdf 

Commissioners report. TfL  

http://content.tfl.gov.uk/board-160203-item05-commissioners-report-v2.pdf 

Innovation policy platform. Public sector innovation 
https://www.innovationpolicyplatform.org/content/public-sector-innovation 

LTA Academy https://www.lta.gov.sg/content/ltaweb/en/academies/ltaacademy/abtus.html 
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Appendix C.19 Selling of Land and Property 
Key Characteristics 

• To release excess government land and property to fund local transport schemes 
• The aim is to use publicly owned land and property more efficiently to generate 

revenue, which can be used by local authorities to fund transport and mobility 
projects. 

Brief Description 
Local authorities 
have publicly owned 
land and property 
which in many cases 
is not being used, 
especially brownfield 
land, which lies 
empty for years. 
Such government land and property can be used productively to raise funds for sustainable 
transport projects. This type of initiatives will not only generate revenue for housing and jobs 
and support economic growth but save on the running cost of maintaining such assets. 

Background 
This is a relatively new radical approach to manage publicly owned land and property to 
make the most efficient and cost-effective use of these assets. There are several benefits of 
this strategy, including better asset management, increased supply of land for housing and 
supporting sustainable transport and regeneration projects. Another very important benefit is 
better integrated public services and reduced running and maintenance costs of public 
assets. 

This way of generating funds requires effective partnerships, collaboration and cooperation 
between public and private sectors through a shared vision of improving their local 
communities. It promotes the local councils towards innovative ideas of making best use of 
their assets by collaborating with private sector, who can contribute their creativity and 
technical skills to bring the most out of these sites. 

 Attractiveness of funding mechanism 
• An additional source of funding for sustainable transport and mobility projects 
• Local authorities can generate revenue without relying on the national government. 
• A productive use of publicly owned land by unlocking housing supply, create more 

jobs, and fund regeneration projects 
• Encourages local authorities to collaborate and work more closely with all partners 

including commercial property development sector, to innovate and create ways to 
maximise the use of publicly owned assets 

Challenges and Risks 
• Strong political and public support is needed 
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• Effective communication and collaboration between all partners involved  
• Local authorities may not have the capacity to undertake the complex administrative 

process requiring due diligence and accountability, and they may require the support 
of other government bodies 

• There might be planning and land issues that need to be resolved before disposing 
off the assets, and in some case, central government would need to be involved 

• The uncertainties in the economy and, in particular, the property market would pose a 
risk, as land values can vary a lot depending on many factors 

Track Record 
Examples of successful implementation of this form of funding mechanism are as follows: 

Transport for London – Being London’s largest landowners, TfL is working in partnership with 
various local authorities to release land for new homes and improved local train stations. One 
of their projects is the Kidbrooke station square, where TfL is working in joint partnership with 
a housing association to regenerate the Kidbrooke rail station site to submit a planning 
application for 619 houses and improved station.  

The One Public Estate Programme (OPE) - The One Public Estate programme started as an 
innovative pilot programme in 2013 with just 12 councils and over time it has now expanded 
to over 300 councils involved in transforming local communities and public services.  It is a 
national programme delivered in partnership with the Local Government Association (LGA) 
and the Office of Government Property (OGP). 

The aim of this programme is to make better use of public-sector assets, releasing land for 
new homes and create jobs. So far, the programme has saved taxpayers £24million in 
running costs, created 5,745 new jobs and released land for the development of 3,336 new 
homes. It has delivered innovative outcomes by better use of the publicly owned land and 
property. One such example is the redevelopment of Plymouth railway station, which is 
explained in the case study in the following section. 

Case Study: Plymouth Railway Station Project - The One Public 
Estate Programme (OPE), U.K. 
Despite being the third busiest station in the south west, Plymouth railway station has not 
undergone any major redevelopment since the 1960s. At present, it presents a poor 
impression to passengers and requires a major overhaul. 

The Plymouth City Council, Network Rail and Great Western Railway have committed to 
work in collaboration with Plymouth University to deliver the project. In the first phase of the 
project, £5m funding has been provided by South West Local Enterprise Partnership and 
£500K from Cornwall Council for the construction of a new multi storey car park and 
demolition of the existing car park. This will result in the creation of several development 
sites, which will attract investment into the station area and provide funding for station 
accessibility and improved public realm. 

Plymouth Council and Network Rail have prepared a high-level masterplan with the preferred 
option approved by the key stakeholders. Plymouth Council and Network Rail being the two 
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site owners, have entered into a partnership and set out the principles of merging their sites 
for the redevelopment of the station. 

The OPE funding allowed commissioning of specialist consultants to prepare a feasibility 
study and business plan for the new multi-storey car park and providing modern parking 
facilities at the station. The next stage will be preparing the outline business case, and upon 
approval of the £5m funding, the new multi-storey car park will be built, providing the space 
of the old car park site for the redevelopment of Plymouth university’s new 11,000 sq.m 
faculty.  

Plymouth City Council and Network Rail plan to enter into a landowner’s agreement and 
agree a land transaction with University of Plymouth for the proposed faculty building and 
associated public realm.   

Outcomes: 

• Development site created due to the demolition of the existing car park 
• High quality public realm creating an appropriate atmosphere for the railway station 
• New concourse and retail space 
• Improved car parking, bus and taxi facility 
• University of Plymouth academic faculty 

 

Targeted Groups 
In this case, the targeted groups are private sector investors such as commercial property 
developers, to contribute their creativity and technical skills to bring the most out of these 
assets for mutual benefits. 

Stated Aims 
To redevelop the Plymouth railway station site by releasing the land taken by the old car park 
to build new car park, improve station facilities and free up space for University of Plymouth 
academic faculty. 

Benefits 
Apart from the immediate outcomes of the redevelopment, the benefits over the next 10 
years will be: inward investment of £48-£55m, reduce running cost of £1.4m, create 920 jobs 
and 16,000 sq.m of new mixed-use development space. 

Drawbacks 
The project involves a number of key stakeholders and associated work strands for which 
they will be individually responsible for, which can make the project complicated in terms of 
preparing the project programme plan and identifying all critical path items and 
interdependencies. 

Assessment  
This form of funding mechanism is hugely beneficial as it unlocks the value in public sector 
assets. In this case, the existing car park space has been demolished to free up space for a 
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new modern car park, improved station and land for university faculty. But it is important to 
have strong partnerships and collaboration to manage the programme effectively.  

Financing mechanism and S-M Cities 
Selling of publicly owned land and property can be an important form of funding for S-M cities 
for financing sustainable transport and mobility projects. Local authorities can have more 
spending control over such a funding as it will be generated by them. Asset mapping can 
identify the land and property that can be released or re-used more efficiently and by building 
partnerships with commercial property developers and utilising their expertise and technical 
skills, these assets can generate revenues which can be used to fund sustainable transport 
projects.  

Such a form of funding mechanism has been applied in medium to large cities, such as 
Plymouth and London and can be applied to S-M cities.  

Guidelines for Implementation 
• A framework needs to be set to establish the guidelines for disposal of the local 

authority land. 
• A consultation process should be undertaken with all stakeholders and members of 

the public to get the consent of all parties involved. 
• Local authorities need to be clear and transparent about how the revenue would be 

spent. 
• Mapping the local authority assets is the key to identifying the opportunities to use 

them in a more efficient way. 
• The sale processes should be easier so as to encourage commercial property 

development sector to work with local authorities and attract more private sector 
investment. 

• Preparing an effective business plan and collaborating with the right development 
partners can capture best value for the publicly owned land and property. 

• Establishing a strong governance mechanism and effective partnerships with all 
parties involved. 

• Engaging with public sector partners in early stages of the project to develop a 
shared vision and work towards a common goal. 

• The availability of funding to support the initial stages of the project. 

Summary  
Selling of local authority land and property can be a feasible option for generating funds for 
sustainable transport projects. It is crucial to bring in the right development partners at an 
early stage as they can contribute their skills and expertise to exploit the local authority 
assets to generate income from these assets efficiently. Building partnerships where the 
goals and interests align always achieve better outcomes.  

S-M cities who lack experience and the capacity of the legal and administrative processes 
could benefit from cooperation with other local authorities who have the experience and may 
also need support from central government. The example of that is The One Estate 
Programme (OPE) in U.K, which works in partnership with central government, local 
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government and other public sector partners and provides practical and technical support to 
councils to deliver ambitious projects based on utilising their assets productively. The 
partnership approach by OPE shows the value of working together across the public and 
private sectors for better asset management and bringing the most out of the value of these 
assets. 

If managed effectively, this form of funding can generate an appreciable revenue and could 
offer significant benefits to S-M cities namely: 

• Creating economic growth (more houses and jobs) 
• Delivering sustainable transport projects 
• Delivering more integrated services 
• Reducing the running cost of local authority assets 

 

Useful Links: 
Unlocking the value in public sector assets, February 2017 

https://www.local.gov.uk/unlocking-value-public-sector-assets-0 [Accessed 15th March 2019] 

Building a movement through partnership, November 2018 

https://www.local.gov.uk/building-movement-through-partnership[Accessed 15th March 2019] 

References 
One Public Estate Programme, https://www.local.gov.uk/topics/housing-planning-and-
homelessness/one-public-estate [Accessed 15th March 2019] 

Transport for London (TfL) property development, https://tfl.gov.uk/info-for/media/press-
releases/2015/october/tfl-releases-land-for-10-000-homes-across-the-capital [Accessed 15th 
March 2019] 

Plymouth Railway Station Project, https://www.local.gov.uk/transport-plymouth-city-
partnership-plymouth-railway-station-project [Accessed 15th March 2019] 

One Public Estate: building a movement through partnership 2018, 
https://www.local.gov.uk/sites/default/files/documents/11.120%20OPE%202018%20prospect
us_v13.pdf 

https://www.local.gov.uk/unlocking-value-public-sector-assets-0
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Appendix C.20 Grants from Private Foundations and Trusts 
Key Characteristics 

• Grants from Private Foundations and Trusts are funds given for a specific purpose. 
They are often tied to aims and objectives or may be available for a specific project. It 
is expected that the investment will achieve a public good in return. 

• Such Grants differ from Grants from the Government. The money does not come 
from taxpayers. 

• Private Grants are a form of ‘philanthropy’, or ‘private funding in the public interest.’ 

• Often there are strict procedures and a process to follow in applying for a Private 
Grant, and there may be a competition process by which only certain applicants are 
awarded money.  

• Grants from Private Foundations and Trusts can be used to fund innovative projects 
which would otherwise not be able to receive funding. 

Brief Description 
A grant is defined as a sum 
of money given by a 
government or another 
organisation for a particular 
purpose. A grant is different 
from a loan as in that the 
money is not expected to be 
repaid. In the United 
Kingdom Grant-making 
Trusts and Foundations give 
about £3.9 billion in Grants each year. Grants from private trusts and foundations differ from 
the government grants as the money does not come from taxpayers.  

In most cases, the source of income for these trusts is from an endowment, which is given by 
a wealthy individual or a company and in they are often named after the original benefactor. 

Background  
Trusts and Private Foundations can take various forms, as can their donations. Some Trusts 
will give to any project or beneficiary group while others are focused in set areas (such as 
funding the arts, education, or sustainability). The Trusts and Private Foundations will derive 
their income from donations from mostly wealthy individuals or companies as a sort of 
charitable donation. 

The advantage of such grant giving trusts is that they sometimes fund for ideas, including 
innovative and research projects which other funders might not approve. These are most 
likely a one-off payment which can be used to fund small to medium sized projects and there 
is a possibility that if established and proven to work, a longer-term funding can be taken 
from elsewhere.  
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There are a few examples of Private Foundations and Trusts which donate money to 
projects. Competitions such as the Bloomberg Mayor’s Challenge, awarded money from the 
Bloomberg Foundation aims to capture innovative solutions to problems faced by cities. The 
competition awards the successful projects with Grants to pursue their proposals. 
Attractiveness of funding mechanism 

• Grant money from Private Foundations and Trusts can be provided for a set purpose, 
to fund specific and measurable goals. 

• The Grants can be leveraged to drive innovative ideas. In the case of the Bloomberg 
Mayor’s Challenge, the competition is used to develop proposals, with winners 
awarded funds. Even in the cases where projects have not been awarded funds, the 
process is useful in the development of innovative solutions. Applicant cities therefore 
may later find other alternative methods to fund the projects created for the 
competition, so the process is useful either way. 

• Reporting requirements associated with the Grants should generally ensure that the 
funds are used for what they were proposed for. 

• Unlike a loan, Grant money does not have to be repaid, and is usually exempt from 
tax. 

• With Private Grants, unlike Grants from the Government where the money comes 
directly from taxpayers, there is more opportunity for risk taking. Grants from Private 
Foundations and Trusts are also more removed from political priorities. 

Challenges and Risks 
• Obtaining a Grant from a Private Foundation or Trust may be a difficult process. 

Applications often involve adhering to strict selection criteria and there may be 
constraints on potential applicants. 

• Grants may require significant reporting on their outcomes. Frequent reporting on the 
achievements and the criteria for the Grants may be a good thing but may also create a 
heavy administrative burden on organisations.  

• Grants from Private Foundations or Trusts tend not to be a particularly reliable source of 
funding, they are usually a one-off. Once the Grant funds are used, any ongoing costs 
will not be covered.  

• There are usually a series of applicants competing for the same money, which makes it 
very competitive. 

Track Record  
Grants from private trusts and foundations to fund transport projects is not very common and 
not many case studies are currently available. In the US, city governments are turning 
towards philanthropic support for improving their cities and trying out adventurous and 
innovative ideas. An example is the City of Detroit’s 20-person grants team, which is a 
dedicated squad that raises funds from large philanthropists like Bloomberg Philanthropies, 
JPMorgan Chase, the Kellogg Foundation and the Knight Foundation. Projects have included 
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in-house innovation team using data analytics to support city’s development and 
regeneration projects. It is worth mentioning that these foundations played a remarkably 
large role in saving the City of Detroit from bankruptcy after the 2008 financial crisis. 

A more known grant which is in form of a competition is the Bloomberg Philanthropies’ 
Mayors Challenge, which provides funding to winning cities to develop innovative ideas to 
improve their cities.  

Case Study: Bloomberg Mayors Challenge 
Bloomberg Philanthropies’ Mayors Challenge is a competition that encourages cities to 
develop new innovative ideas to tackle their most difficult problems and share their ideas and 
solutions with other cities. The competition took place in US in 2013, Europe in 2014, Latin 
America and Caribbean in 2016 and has returned to the US in 2018.  

This time, US cities with a population of over 30,000 or more are invited to participate in the 
competition in which they have to present the challenge they are facing and the how they will 
tackle it in an innovative way. Winning cities will be awarded up to $100,000 to bring their 
ideas to life. They will also be provided a platform where innovation experts and urban 
specialists would provide their expertise and all the participating cities will collaborate with 
one another to share their ideas.  

The selection is based on four categories: Vision; impact; implementation and transferability. 
The Mayors Challenge is intended to be an international initiative to improve the life of 
citizens across the globe, by sharing the new innovations, and new strategies and tools that 
are being developed.  

The Bloomberg Philanthropies have published a report (Bringing Bold Ideas to Life), which 
provides information on how the winning cities have implemented their ideas successfully in 
their cities and important lessons that other cities can learn from them. 

Stated Aims 
The aim of the Bloomberg Mayors Challenge is to provide funding to city leaders to come up 
with new innovative ideas to solve the most pressing problems their cities face and share 
them with other cities across the globe. 

Benefits 
The benefit of this competition is to encourage and support the participating cities to improve 
and strengthen their innovative idea and make them implement those idea in their own cities 
as well as share them with cities globally.  

Drawbacks 
• The competition is restricted to a particular region at one time. 
• The innovative ideas may not always end up in any concrete solutions for 

implementation 
• The grant may be sufficient to fund small scale projects only. 

Assessment  
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The Bloomberg Mayors Challenge shows how private grants and funding can also be a very 
useful form of raising funds to invest in innovative ideas in sustainable transport and mobility. 
It can allow cities to explore new ideas and develop solutions without having the pressure of 
public scrutiny, as this money is not from taxpayer and there are no political barriers. 

Financing mechanism and S-M Cities 
Private grant funding is applicable for S-M urban cities and could be a very useful option to 
explore innovative ideas in sustainable mobility and transport schemes. Local authorities can 
use this funding without any government regulations and fund projects which might not get 
approval for funding due to the risk involved and these grants don’t need to be paid back. 

The challenge is to research and target appropriate funding because there are a diverse 
range of trusts and private foundations, and it is important to stay up to date with relevant 
websites and forums to ensure not to miss any opportunity.  

It is also worth trying to find large commercial foundations that might be willing to provide 
grants if presented with the innovative ideas for sustainable and mobility projects to improve 
the transport and mobility of the region. 

Guidelines for Implementation 
• Authorities responsible for funding public transport projects should keep up to date 

with relevant websites and forums of Private Foundations and Trusts to ensure they 
do not miss opportunities to apply for Grants. 

• Register with websites providing information for grants from private trusts and 
foundations   

• Significant resources and training should be invested in for organisations wishing to 
write potential bids for Grants from Private Organisations and Trusts to ensure the 
best chance of success. 

• Due to the nature of Private Grant funding, the use of this funding mechanism should 
be saved for smaller one-off projects, especially innovative ones, which are not going 
to last for extended periods of time. 

Summary  
Private grants from trusts and foundations is very applicable to S-M cities as seen specially 
from the Bloomberg Philanthropies’ Mayors Challenge. Unlike government grants, which 
come from taxpayer’s money, there is more opportunity for trying out new and innovative 
ideas in sustainable transport without the risk of public accountability. 

The effort lies in having a structured approach to researching the right grants and private 
foundations which provide such funding and are inclined to fund innovative projects for the 
improvement of the region. It is about having a dedicated team as in case of the City of 
Detroit, who can pitch to big foundations and present the benefits of the sustainable transport 
project.  

It is also worth investing in training for successful bid writing and putting together the case for 
the potential projects, to be able to have the best chance of success.  
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Grants from private foundations or trusts are usually a one-off payment and cannot be a 
reliable source of funding. However, there is also a possibility that once the project has been 
initiated and proven to work, further funding to develop the idea can be generated from 
elsewhere.  

Useful Links 
Bringing Bold Ideas to Life – Insight from innovators taking part in Bloomberg Philanthropies’ 
Mayors Challenge.  

https://mayorschallenge.bloomberg.org/wp-content/uploads/2016/10/report.pdf [Accessed 
11th March 2019] 

References 
Bloomberg Philanthropies’ Mayors Challenge,  
https://mayorschallenge.bloomberg.org/competition-impact [Accessed 11th March 2019] 

When city hall wants a grant: Inside Philanthropy, 
https://www.insidephilanthropy.com/home/2018/4/9/when-city-hall-wants-a-grant-
philanthropys-growing-presence-in-municipal-governments [Accessed 11th March 2019] 

Government Funding, http://www.governmenfunding.ork.uk/ content/help-advice/sources-of-
funding.aspx [Accessed 11th March 2019] 
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Appendix C.21 Donations as Part of Consumer Purchases 
Key Characteristics 

• This financing mechanism works by leveraging a small amount of additional revenue 
from every consumer purchase, with a consumer agreeing to donate a small 
additional amount of money when they buy something.  

• The donation could be given either when the buyer purchases a single product or as 
a recurring donation on a subscription service. 

Brief Description 
The aim of this 
financing 
mechanism is to 
leverage a small 
amount of extra 
revenue from 
each consumer 
purchase 
covered by the 
scheme. To do this, when a buyer purchases something, they may agree to donate a small 
additional amount of money which would go towards a certain good cause.  

There are two ways that a buyer could donate; either when they purchase a single product, 
or as a recurring donation on a subscription service (for example, a regular donation on a 
mobile phone contract).   

Donations are collected using existing infrastructure put in place by the service provider or 
merchant, and generally, it is channelled through an independent body. 

Previously, this financing mechanism has mainly be used to gain additional finance for 
international development organisations or charities, however, it could also be used to raise 
funding for a specific local sustainable transport or mobility measures within a city. 

Background  
Raising funds through purchases, which is also called buy to donate, has been a common 
type of fundraising option. It has been found through research that businesses that engaged 
with charities and communities increase their revenue and this could be an attractive 
incentive for them. This type of fund raising heavily relies on marketing the campaign and 
highlighting the good cause and the benefits it can bring. This type of marketing is called 
“cause marketing”, a phenomenon which many big companies use to donate money to 
charities. Companies like McDonald’s donate a penny from the sale of each Happy meal to 
raise millions of dollars for its own charity, Ronald McDonald House Charities.  

In present times, one of the options that is becoming very popular is to use automated 
donation method, like donation on a card payment machine, in which it is very easy to opt in 
or opt out. Another method widely used is to donate when you shop online. 
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Local authorities raising funds for sustainable and mobility schemes need to find out the most 
appropriate businesses which can generate maximum funds and are willing to work and 
collaborate with the local councils with fund raising and marketing the campaign. The 
success of the scheme not only depends upon the products and services purchased, but 
also on the economic environment. But generally, it is better to keep the donation low to 
attract more people to opt in for the donation.    

 

Attractiveness of funding mechanism 
• Potential to raise large amounts of additional revenue. 
• There are examples of where this mechanism is in place and is working successfully. 
• Donations on a subscription service make revenues fairly predictable and 

straightforward to forecast. 
• This financing mechanism is easier to implement than a tax, both politically and 

legislatively. 
• The administrative costs associated with this financing mechanism are low (around 3 

to 10%) as donations are collected using existing infrastructure. 
• This financing mechanism may help to increase awareness of sustainable transport 

or mobility issues within a city. 
• Companies (i.e. merchants or service provider) may also find this mechanism 

attractive as it could increase their profile due to their association with public funding. 
Challenges and Risks 

• There are some examples of where this financing mechanism has failed (for example, 
MASSIVEGOOD which raised funds for UNITAID). 

• The revenue stream may be unpredictable if it is not automated or maximised. 
• A significant investment into marketing may be needed to maximise revenue. 
• Successful examples of where this financing mechanism has been implemented have 

not generated huge revenues (in the tens of thousands) and therefore, this financing 
mechanism may need to be used alongside others. 

• The success of the financing mechanism depends on both the consumer and 
corporate uptake. 

• This financing mechanism is vulnerable to wider economic conditions. Economic 
downturns could impact people’s spending habits. 

Track Record  
There are many examples of fundraising through consumer purchases and this is a very 
popular way of raising funds. There are many big businesses like MacDonald’s raising funds 
through donating a penny form the sale of Happy Meal. IKEA’s Soft Toy Campaign raised 
funds for Save the Children and UNICEF.  

Local authorities raising funds for their local sustainability and mobility schemes need to 
target product or service provided that is relevant to the cause, so it would be more attractive 
to the consumers of those products. An example of such a fundraising is the voluntary 
donation scheme at the Windmill Car Park in Wimbledon and Putney Commons.  
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Case Study: Voluntary donation scheme at the Windmill Car Park, 
Wimbledon and Putney Commons 
Wimbledon and Putney Common is one of London’s most important site for wildlife and 
recreation in the midst of an urban surrounding. The charity called Conservators, raise 
money to upkeep the Commons. All money raised is spent on day to day management, like 
grass cutting and maintenance of the buildings. The charity looked into additional ways to 
raise funds for the commons, as the parking levy was becoming insufficient.  

In 2017, they carried out a consultation on the introduction of a voluntary donation scheme in 
Windmill Car Park, as a means to raise funds to support the upkeep and preservation of the 
park. The results of the consultation showed that a donation scheme could be introduced, 
and from November 2017, the donation scheme was introduced on a trial basis for a year. 
The scheme is purely voluntary, and visitors paying for parking levy or not have a choice to 
donate to the charity if they wish to do so and all donations are solely used for the upkeep of 
the Commons. Recently, they have also made the payment options using mobile phone or 
tablet.  

Targeted Groups 
Mainly the visitors coming to the car park for parking at the Windmill Car Park. 

Timeline 
Currently it has been introduced for one year. 

Technical Specification 
The donation is voluntary, but they have suggested pre-set amounts and as an incentive to 
the visitors, an extra 10p can provide a time expiry reminder on their mobile phone. 

Stated Aims 
To raise funds for the upkeep and preservation of the Wimbledon and Putney Common. 

Benefits 
• Since November 2017, the donations in the car park have raised £4,500, which would 

be solely used for the upkeep of the park. 
• It has raised awareness in the visitors how important their contribution is to the 

conservation of the park.  

Drawbacks 
• Being a voluntary donation, it is not a very reliant source for generating funds for the 

park. 

Assessment  
The voluntary donation scheme at the car park has been quite successful as it has raised 
£4,500 since it started in November 2017.  

Financing mechanism and S-M Cities 
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Funding mechanism using voluntary consumer donations can be a feasible option for S-M 
cities to fund a proportion of the sustainable and mobility schemes. The administrative 
procedures and implementation could be less complicated as it would use the existing 
infrastructure. To raise more funds through voluntary contribution, the process used should 
be made convenient and appealing to the consumers, like having automated methods, and 
easy opt in and opt out options.  

This type of funding mechanism is also very much dependent on marketing the cause and 
also having the right merchants and service providers, who are willing to support the local 
municipalities for their transport projects.   

Guidelines for Implementation 
• Local authorities should spend time finding the most appropriate merchants and 

service providers to collect the donations. The product or service provided by the 
merchant or service provider should be relevant to the cause of the funding. For 
example, possible merchants and service providers to collect donations could include 
bus providers, metro providers, or cycle hire shops. 

• Local authorities should find an independent body to channel the revenue between 
the merchant or service provider, and the local authority. 

• To raise substantial additional revenue, the voluntary nature of the donation should 
be maximised. This could be done by using either ‘opt out’ or ‘opt in’ provisions. If the 
local authority wants to implement an ‘opt in’ scheme, it should be made convenient 
for the buyer to do this to maximise revenue. 

• Another approach to maximising additional revenue, is by using an automated 
donation system. For example, having an option for adding a donation on a card 
payment machine. 

• The additional amount that consumers pay on top of the normal price of the product 
or service should be set at a low level so that the consumer is not deterred from 
donating.  

• Local authorities should advertise the importance of the proposed sustainable 
transport and mobility projects, to let consumers know exactly where their donations 
will be going and the impact that they will have. This could be done through a 
marketing campaign by publicising on the Local Authority website, on local Facebook 
pages, in local newspapers and magazines, and on posters and leaflets in transit 
hubs. 

• It is also beneficial if a public consultation is carried out to understand if the 
consumers are willing to pay such a voluntary donation. 

Summary  
Voluntary consumer donations can be an option for S-M cities to raise an additional revenue 
for their sustainable and mobility projects, but the amount has been found to be generally 
small. A significant marketing would be required to maximise revenue, but there would be 
less administrative cost for implementing such options.  

References 
Voluntary donation scheme, Windmill Car Park, Wimbledon and Putney Common. 
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