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Abstract 

The realization of mature public transportation is highly needed in urban areas especially in the damaged 

zones, as they are expected to be more community exposed, politically reformed, and with dynamically 

developing characterized economy. Moreover, with the continuous natural population growth and the 

predictable and unpredictable flows of residents, providing an efficient public transport can adequately shift 

these zones towards development. Furthermore, high quality public transportation will provide a variety of 

economic, social and environmental benefits, including direct user benefits and various indirect and 

external benefits. To that end, achieving a firm, efficient, and affordable public transport system requires an 

adequate funding in the first place. 

This paper aims to evaluate the traditional funding options and to suggest and introduce non-conventional 

funding scenarios which are consistent with the special socio- economic status of the damaged areas. 

Both the traditional and suggested funding options will be qualitatively evaluated based on: potential 

revenue, predictability and sustainability, equity analysis, travel impacts, strategic development objectives 

and ease of implementation. 

The funding options under appraisal will be categorized into four groups; "traditional tax and fee-based 

transit funding sources, common business activity and related funding sources, revenue streams from 

projects (transportation and others) and new "user" or "market-based" funding sources" (TCRP 2009: p.2). 

As a result, this study will point out at least one valid funding option under each category. In addition, this 

paper will provide profiles and case studies of successful innovative financing programs in similar 

situations. 

Keywords: Public Transport, Funding, Damaged Areas, Financing. 

1. Introduction 

In the view of the shortfalls of public transport capital and operation funding, the availability of sufficient 

funding options for public transportation projects appears as a priority. This is due to many reasons, such 

as: Public transport direct and indirect benefits, and the role of public transportation in development. 

In addition, there are many challenges face the public transport funding which can be summarized into; 

demand increasing, high quality expectations from costumers, increasing costs, and changing economic and 

political trends. 

There are a variety of funding options, each of them has advantages and disadvantages, evaluating each 

option should be based on certain criteria, to suit with the targeted area characteristics. 

2. Public Transport Funding Challenges 

The importance of finding new innovative ways to fund public transport projects in order to secure efficient 

public transport system is increasing in view of the challenges that the funding is facing. The challenges 

can be summarized into the following: 

- Capital investment growth due to the increasing demand. 

- High expectations from users about the quality of the public transport services. 

- Growing cost of production such as; labor and energy. 

- The high proportion of general budgets that go to healthcare, education and salaries financing, and the 

public transport has to compete with. 

- GDP, as low GDP per capita reduces the possibility to mainly rely on the direct revenues from public 

transport users such as tickets and fares for operating costs. 



All of the above points force the decision makers to find new strategies of funding and to build new 

relationships with long term investors such as banks, urban developers, private investors and business 

community, with public transport considered as an important element of the country’s infrastructure and 

one of the essential ways for economic development. 

The study will evaluate some of the funding options that were developed in previous studies and try to 

innovate new ways to overcome funding challenges, to cope up with special circumstances of the war 

damaged areas, such as: 

- The huge number of refugees are expected to return to their countries.  

- High pace reconstruction process. 

- The expected huge number of workforce that needs solid infrastructure base including the public 

transport.  

This study will demonstrate that a variety of funding options are needed to cover the capital and the 

operating cost of public transport, covering all the categories of funding options based on the evaluation 

process to select the best practice options. 

Thirteen funding options will be qualitatively evaluated based on: potential revenue, predictability and 

sustainability, equity analysis, travel impacts, strategic development objectives and ease of implementation. 

2.1 Re - evaluating the Funding Options 

There were a lot of previous completed studies related to this topic, with researcher evaluating many 

funding options that are meant to cope with his country, such as Australia and United States. The options 

have been evaluated based on local and regional basis. 

Generally, it’s obvious that MENA region does not have efficient public transport systems due to the lack 

of funding. To overcome this issue, we can exploit the reconstruction process by giving the public transport 

projects a priority. This paper aims to re-evaluate funding options depending on the war damaged areas 

local and regional circumstances. 

3. Public Transport Benefits 

A modern public transport system can provide broad direct and indirect benefits, ranging from economic, 

social and environmental benefits, those benefits will be discussed in a more detailed manner hereinafter. 

3.1 Economic 

- Reducing congestion that leads to save time by decreasing the time spent in traffic jams. 

- Reduces the need for building vast car parks on valuable lands that could have otherwise been used as 

highly prized offices or retail spaces. 

- Traveling by public transport is cheaper than owning and operating a car. 

- Creating more job opportunities, more competitiveness, and more liveability, as every dollar invested on 

public transport, generate more income and jobs, according to world economic forum, one of the key pillars 

in competitiveness is infrastructure.   

- Saving fuel and energy. 

3.2 Environmental 

- Decreases pollution resulted from vehicles by reducing road congestion, and cutting on fuel consumption. 

- Requires less land use than road infrastructure. 



3.3 Social 

- Improving social inclusions. 

- Encourages to have healthier lifestyle, as using public transport requires walking to and from public 

transport stations. 

- Reducing injuries and fatalities by decreasing car accidents. 

- Provides accessible transport for people regardless of demographics such as income or age. 

4. War Damaged Areas' Characteristics 

Conflicts and wars lead the engaged countries to a contraction in growth, higher inflation, large fiscal 

conflicts, loss of reserves and lowering GDP less than what it was before the war started. 

This indicates that the reconstruction of damaged infrastructure will be a massive task. The duration of the 

post-recovery process depends on the structure of economy, duration of the war, and the engagement of the 

international community. 

The speed of economic recovery differing significantly for countries, it took 20 years for Lebanon after the 

civil war end for the real GDP to recover to its pre - war level, seven years for Kuwait after the Gulf war 

and Kuwait's invasion by Iraq, and one year for Iraq after its invasion by USA. 

4.1 During War Characteristics 

4.1.1 People 

The conflict countries population shrink due to the number of people killed as a result of the fighting or the 

number of people fleeing to adjacent neighbors as refugees. A lot of people will be pushed into 

unemployment as they will find themselves losing their jobs as a result of the conflict, in addition, they will 

be pushed toward poverty due to loss of property, jobs, and access to public services including health and 

clean water, as well as rising food prices. 

4.1.2 Economy 

The GDP in conflict countries will fall sharply due to the tragic decrease in production rates in all of the 

economic sectors including agricultural, oil and gas, real estate sector...etc. as a result of war. Supply 

shortage of basic goods, and currency depreciation, lead to a sharp increase rate of inflation, which means 

increase in the CPI (Consumer Price Index). 

4.2 Reconstruction Process and the After-War Characteristics 

“The timeframe and success of any reconstruction will hinge on when and how the conflict is resolved. 

This is, in turn, will shape the scope and pace of political and economic reforms. And it will determine how 

much external assistance is forthcoming.” (Gobat, J. and Kostial, K. 2016: p.19) 

The attraction of private investment is also important to achieve quick results in the recovery of various 

sectors, in addition, the duration of conflict highly affects the duration of recovery, as the longer lasting 

conflicts have more negative effects on the economy as well as extend the duration of recovery. 

4.2.1 People  

Efforts should be concentrated at the beginning of the reconstruction process in creating the appropriate 

conditions to encourage the return and reintegration of refugees. This can be achieved by rebuilding the 

lives of people through the provision of job opportunities to combat unemployment and reduce poverty 

rates. Here appears the importance of attracting foreign capitals and encourage the private sector to invest 

in major projects and one of the most important is the public transport projects. The importance of public 



transport here is to facilitate the daily lives of citizens and to provide the job opportunities that are 

associated with its projects. 

4.2.2 Economy  

In order to achieve the goals of economy reforms aimed for the post – conflict reconstruction process, its 

needed to diverse the economy through private sector development, and to adopt more open economic 

policies.  

Vigorous efforts should be concentrated on the re-integration of the domestic financial system into the 

global economy, this can be achieved by creating the good infrastructure base and improve the provision of 

public services such as public transport to embrace investments, in order to improve GDP and to break the 

inflation increasing. 

5. Evaluation Criteria 

Six criteria are used to qualitatively evaluate the suggested funding options. This section will describe them 

in detail as follow: 

5.1 Potential Revenue   

The definition of this factor is the amount of money that an option is expected to generate to achieve the 

required expenditure, this depends on how the option is implemented, the political acceptance of the option, 

and the constraints that the option may have, this factor is considered as “the single most important 

criterion in pursuing revenue sources for public transportation” (TRB 2009: p.42). 

5.2 Predictability and Stability 

“Predictability” means that the option under evaluation should be highly predictable in generating revenue; 

in addition, it should be evaluated whether it would fluctuate from year to year, which can impact an 

agency’s ability to manage resources. This option is highly desirable for planning and budgeting purposes. 

5.3 Equity Analysis 

Equity means the equality of tax load among different groups in wealth, needs and ability. There are two 

major categories: 

- Horizontal equity refers to the distribution of impacts between people with similar wealth, needs and 

abilities. It implies that similar people should generally be treated equally, and implies that people 

should get what they pay for and pay for what they get.  

- Vertical equity refers to the distribution of impacts between people who differ in wealth, ability or 

need. It generally assumes that costs should be smaller and benefits greater for people who are 

physically, economically or socially disadvantaged. Policies that do this are called progressive and 

those that impose higher costs on disadvantaged people are called regressive.  

5.4 Travel Impacts 

This refers to the degree of support of the option under evaluation to the strategic transport planning 

objectives, which is estimated based on the price impacts on travel activity. 

5.5 Strategic Development Objectives 

This refers to the support of the option under evaluation on strategic planning goals, and the pattern of 

development in community, which is estimated based on the understanding of tax and price impacts on 

development patterns. 

 

 



 5.6 Ease of Implementation 

This refers to an option's transition (initial implementation) and transaction (ongoing collection) costs. 

These are estimated based on assumptions about how it will be implemented and what is required to do 

this. 

6. Funding Options Categories and Appraisal 

6.1 Funding Options Categories 

There are a lot of innovative and traditional funding options that can be differentiated into four major types 

of funding options. Below are the brief descriptions for each category: 

6.1.1 Traditional Tax and Fee-based Transit Funding Sources  

This category includes all traditional forms of tax and fee based sources, this category can be used for both 

capital investment or to support operation costs of public transport, these sources are generally considered 

direct and broadly accepted.    

6.1.2 Common business, activity, and related funding sources. 

The use of the options in this category represents in part a recognition that the responsibility of funding 

public transportation is shared broadly and requires contributions of funds from sources whose yield is 

significant, and whose participation is acceptable in political sense. 

6.1.3 Revenue Streams from Projects 

This category includes the options that capture revenue from income streams of private business and related 

development activities benefiting from proximity to transport facilities and services, this includes various 

forms of joint development as well as public private partnerships (PPP). 

6.1.4 New “User” or “Market - Based” Funding Sources  

The sources of this category represent a variety of revenue with yields that are based on market forces.  

6.2 Funding Options Appraisal  

In this section, thirteen funding options will be evaluated based on the described criteria, each option will 

lie under one of the mentioned categories in the previous section. 

6.2.1 Traditional Tax and Fee-based Transit Funding Sources   

6.2.1.1 Contract or Purchase of Service Revenues (by human service agencies, school/ universities, private 

organizations, etc.) 

Municipal government, individual businesses and industries, health and social service agencies, and 

educational institutions may purchase transit services, this can be done by selling discounted transit passes 

to a group, such as all students at a college or university, all employees at a business organization, or all 

residents of a neighborhood.    

 Potential Revenue - The revenue of this option depends on the expected number of users that may benefit 

from these contracts, which is expected to be high due to the number of organizations that will settle in war 

damaged areas for reconstruction, which need to serve their employees by public transport services, this 

options also tends to increase the operating costs of public transport service, so the revenue generated is 

modest. 

 Predictability & Stability - Such contracts tend to be for one year or more, so the transport agencies can 

plan for the additional revenue received from this option on annual basis. 



 Horizontal Equity - The people who rarely use public transport will benefit from reduced congestion and 

accident risk. 

 Vertical Equity - This strategy is progressive as the physically and economically disadvantaged people 

will benefit from the financial savings because they use the public transport services more than average. 

 Travel Impacts -  This option will encourage using public transport, so it will decrease road congestion. 

 Strategic Development Objectives - This strategy will increase the attractiveness of transit - oriented 

locations. 

 Ease of Implementation - This strategy is considered to be easily implementable once the fare structure is 

established.   

6.2.1.2 Lease Revenues 

Income can be generated by leasing the facilities of public transport such as parking, stations, and 

terminals, public transport agencies with rail or other fixed right of way can lease them to private interests 

such as telecommunication companies, this option is considered to be one of public private partnership 

(PPP) relations. 

 Potential Revenue - The revenues of this option depend on the market rates, which is expected to be 

moderate after conflicts finish to encourage investment in these areas and due to low GDP. 

 Predictability & Stability - Such revenues are difficult to be predicted, but once the facilities are leased, 

the revenues generated will be stable. 

  Horizontal Equity – It’s horizontally equitable as the leasees will benefit from the proximity of the 

leased facilities to public transport. 

 Vertical Equity – It sits between progressivity and regressivity, as it raises revenues from business 

owners and high income people, as well as decrease the housing affordability in transit oriented 

developments (TOD). 

 Travel Impacts – It encourages using public transport as it increases TOD. 

 Strategic Development Objectives – As the rents are expected to be modest, so it will encourage TOD.  

 Ease of Implementation – Its implementation is considered to be easy.   

6.2.1.3 Property Taxes (real property, includes vehicles) 

Revenues can be generated by applying taxes on property values, its applied as percentage on their prices, a 

portion of this tax can be dedicated to cover public transport projects expenditures. 

 Potential Revenue – The taxes generally generate huge amount of money, but there are a lot of demands 

on them for other fields such as education and health, in the other hand, increasing taxes is politically 

difficult, so the revenue will be low.  

 Predictability & Stability – Property taxes are relatively stable and predictable. 

 Horizontal Equity – Property tax funding is horizontally equitable as the resulted improvements in public 

transport leads to increase the nearby property values in addition to the other benefits such as congestion 

reductions and emission reductions. 

 Vertical Equity – Since the property tax is relatively related to the property value, lower income people 

will pay lower tax as their homes are lower in prices. 

 Travel Impacts – Not Applicable. 

 Strategic Development Objectives – Since the proportion of property tax dedicated to transport funding is 

low and applied region wide, so it doesn’t have effects on the strategic development objectives. 

 Ease of Implementation – Since the property taxes are already legislated, so its implementation would be 

easy. 

 



6.2.1.4 Advertising Revenues  

This option refers to the revenue generated from the earned income from the advertisements on public 

transport vehicles, facilities (such as stations and shelters) and materials (such as tickets, schedules, and 

maps), it includes sponsorship programs, this strategy is organized by annual contracts. 

 Potential Revenue – The revenue generated from this option can be dedicated to cover a part of 

operating costs, the income generated considered to be vary from low to modest 

 Predictability and Stability – Since its organized by annual contracts, it can be planned for budgeting 

purposes, so its predictable, since its expected for war damaged areas to have high commercial 

activities, advertising revenues will be stable.    

 Horizontal Equity – It’s horizontally equitable as business owners will market their businesses through 

advertising and will benefit from public transport improvements impacts such as reducing congestion. 

 Vertical Equity – Not applicable. 

 Travel Impacts – Not applicable. 

 Strategic Development Objectives – Not applicable. 

 Ease of Implementation – Developing such contracts can be easily implemented. 

6.2.2 Common business, activity, and related funding sources 

6.2.2.1 Parking Fees 

This involves charging people for using public parking lots, part of the revenue generated can be dedicated 

for funding public transport, also public transport agencies receive parking revenues from surface lots and 

parking facilities that they own. 

 Potential Revenue –  This depends on the parking management system and parking facilities size, 

generally, the revenue varies from low to modest. 

 Predictability and Stability – Its considered to be predictable and stable due to the increasing demand 

and the known priced supply. 

 Horizontal Equity – Its considered to be fair, as people will be benefited from both parking and public 

transport improvement. 

 Vertical Equity – It's in between from regressive and progressive, despite that low and high income 

people pay the same fees for parking, but lower income people drive less and the car ownership rates 

for them are less so they will pay less in total. 

 Travel Impact – Parking fees discourage people for using their own cars in travel and decreases car 

ownership. 

 Strategic Development Objectives – Efficient parking pricing which is a part of integrated parking 

management system, will encourage the mode shift to public transport and reduces private cars use. 

 Ease of Implementation – Installing and operating parking prices systems varies from modest to high 

depending on the parking system size.  

6.2.2.2 Utility Fees 

It’s a flat fee tax can be applied for each household on a wide range of public services and businesses, such 

as; telephone, sewer, electricity, gas, and garbage utilities.  

 Potential Revenue – It varies from low to modest as it depends on the number of households and the 

fees amount. 

 Predictability and stability – It’s stable and somehow predictable. 

 Horizontal Equity -  It’s equity is similar to that of property taxes.. 

 Vertical Equity – Its regressive as it’s a flat fee. 

 Travel Impact – Not applicable. 



 Strategic Development Objectives – Not applicable. 

 Ease of Implementation – Relatively easy to implement. 

6.2.2.3 Employee Levy  

This is a levy paid by employers (often by large corporate) located in public transport serviced areas. 

 Potential Revenue – High, as the transport serviced areas are in CBD. 

 Predictability and stability – Both predictable and stable. 

 Horizontal Equity – Can be considered fair as it will relieve business owners providing transport 

means to their employees, as well as improving public transport service in their locations will reduce 

traffic jams. 

 Vertical Equity – It depends on the reaction of business owners, if they deducted those fees from total 

salaries it will be regressive, if not, it will be progressive, but this can be resolved by legislating the 

laws that protect the rights of employees, which is expected to be done in the areas under study as a 

part of political reforms, so its progressive. 

 Travel Impact – Improving the public transport to cover the demand of the new corporate will 

encourage the employees to use public transport instead of their private vehicles. 

 Strategic Development Objectives – If only applied in CBD areas, it might discourage downtown 

employment, but this can be avoided by the development of restricted masterplans for certain land uses 

in order to limit the urban sprawl. 

 Ease of Implementation – This can be easily implemented similar to other taxes. 

6.2.3 Revenue Streams from Projects  

6.2.3.1 Land Value Capture 

Public investments, such as public transportation, can increase adjacent land and real estate values, which 

leads to generate an unearned profit for private landowners. Value capture strategies can be applied to 

landowners or developers by imposing special taxes to capture some of that increase, they can be applied 

before or after building the public transport improvement, to help in financing the public transport services 

improvements. 

 Potential Revenue - This will generate high revenue especially in the long run. 

 Predictability and Stability - It's somehow difficult to predict the increase percentage, but it will be 

stable when public transport improvement development occurs. 

 Horizontal Equity - It's horizontally equitable since the landowners will benefit from the services of the 

adjacent public transport services and the extra increase in land values which will happen due to that in 

the long run. 

 Vertical Equity - In spite of that this type of taxes is imposed to developers and landowners who 

represents the high-income people, but part of this tax will be charged from the leaseholders by raising 

the rents so it will decrease the housing affordability in transit oriented developments (TODs), so it's 

considered to be regressive. 

 Travel Impacts - Not applicable.  

 Strategic Development Objectives - It encourages developments near transit stations. 

 Ease of Implementation - additional legislation is required, but it's easy to be implemented as same as 

property taxes. 

6.2.3.2 Transportation Impact Fees 

New developments bring with them an increase in demand for public facilities and services, including 

public transport, the additional demand can be assessed by traffic impact studies, in order to meet the 

demand of the new developments, fees are imposed to them to support public transport improvement. 



 Potential Revenue - Since it's expected for the regions under consideration to be rapidly growing, the 

revenue expected is high. 

 Predictability and Stability - In the presence of transportation and urban masterplans, its predictable, 

and it's also stable once the planned development occurs.   

 Horizontal Equity - It can be considered horizontally equitable as improving and expanding public 

transport services will increase the prices for the adjacent developments. 

 Vertical Equity - These fees will increase the prices for all new developments and will tend to increase 

houses' rents, so will reduce houses affordability, so it's considered to be regressive. 

 Travel Impacts - Not applicable. 

 Strategic Development Objectives - This policy encourages the early reconnaissance and the 

transportation masterplans to achieve the adequate urban planning before constructing the 

developments.  

 Ease of Implementation - It's easy to be implemented since they are already collected fees on the 

developments.  

6.2.3.3 Station Air Rights 

This option involves selling the rights to build over public transport stations. 

 Potential Revenue - Since it's expected to start the public transport improvements in the CBDs, the 

development in such location is feasible, so the revenue will be high. 

 Predictability and Stability - Since the demand for these developments is high, so it will be predictable 

and stable. 

 Horizontal Equity - It's horizontally equitable as these developments will benefit from the proximity to 

public transportation facilities. 

 Vertical Equity - Not Applicable 

 Travel Impacts - This option will encourage and increase transit oriented developments (TOD), so it 

will decrease using private vehicles. 

 Strategic Development Objectives - This will increase TOD if the rent structure organized well, but 

building over public transport stations, may complicate extension and improvements in the public 

transport facilities in future. 

 Ease of Implementation - It's easy to be implemented  

6.2.4New “User” or “Market-Based” Funding Sources 

6.2.4.1 Tolling 

Tolls are the fees imposed on users for driving in a particular roads or bridges. 

6.2.4.2 Congestion Pricing 

Congestion pricing is a variant for road tolls; it requires imposing higher fees during peak hours. 

Since the above options belong to same policy, they will be analyzed together 

 Potential Revenue – Since this paper studying war damaged zones, so this policy can be applied only 

for new roads, in the presence of high number of trips, and the limited number of roads that apply this 

policy, the revenue received is modest. 

 Predictability and Stability – Once these policies established, the revenue received from it will be 

stable. 

 Horizontal Equity – These policies are generally considered to be horizontally equitable, as they 

charge people for the congestion and roads that they use and result, as  they are only implemented in 

several roads, using tolled roads avoid using the long ones. 



 Vertical Equity – They are generally considered to be regressive as the fees are high portion of income 

for those of moderate to low income people, buts it’s more progressive from the policies that finance 

public transport projects from income taxes, especially that the alternative roads are exist. 

 Travel Impact – This policy reduces road congestion and encourages using public transport. 

 Strategic Development Objectives – Not applicable. 

 Ease of Implementation – The implementation is somehow expensive as it requires new technologies. 

6.2.4.3 Vehicle Miles Travelled Tax (VMT) Fees 

VMT fees is a policy of charging motorists based on how many miles they have traveled, in this paper we 

suggest to impose those fees in particular type of vehicles, we recommend to impose it on trucks that 

practice commercial activities. 

 Potential Revenue – In the expectations of a lot of commercial activities, the revenue is potentially 

high. 

 Predictability and stability – Since the number of commercial trucks is known and the fees structure is 

developed, its predictable and stable. 

 Horizontal Equity -  It’s horizontally equitable as motorists will benefit from public transport 

improvements.   

 Vertical Equity – It’s somehow regressive, as it’s a fixed tax on all trucks without taking into 

consideration the revenue that they receive. 

 Travel Impact – This may encourage using alternative modes of freight instead of using trucks. 

 Strategic Development Objectives – This may encourage compact developments to avoid driving long 

distances. 

 Ease of Implementation – This will require high costs to install the needed devices to measure the 

annual travelled distances by trucks. 

7. Results 

7.1 Selection of Funding Options  

After the analysis that has been done, now it's the time to recommend the suitable options and to exclude 

the unsuitable ones. This process will be done based on: 

  The options that support the public transport systems and to be self-funding will be selected. 

 The options that support progressivity in the vertical equity or provide alternatives in case of regressivity. 

 The options that have predictable and stable revenues to allow the relevant agencies to use them in their 

annual planned budgets. 

 The options that encourage using public transport instead of private vehicles in terms of travel impacts 

and strategic development objectives. 

 The options that considered to be horizontally equitable. 

 The options that are easy to be implemented. 

 The options that encourage TOD.  

 

7.1 Results Summary  

The following table summarizes the funding options and shows their status (recommended or rejected). 

 

 

 



Option Description Status Reason

Contract or Purchase of 

Service Revenues

Transit passes sold to a group with a 

discount.

Recommended It generates reasonable revenue in comparison to its 

initial cost and encourages public transport use.

Lease Revenues Collect revenues from leasing public 

transport facilities.

Recommended It encourages TOD and encourages using public 

transport.

Property Taxes Increase the property taxes to 

dedicate part of them to public 

transport improvements.

Rejected It imposes additional burdens to the public which is not 

preferred due to low GDP expected in the beginning of 

reconstruction period.

Advertising Revenues Using public transport facilities in 

advertsising for businesses 

including sposorship programs.

Recommended It generates a reasonable revenue with easieness of 

implementation, in addition to the predictablity and 

stability that it enjoys.

Parking Fees Charging public parking lots users. Recommended It encourages the mode shift towards public transport in 

addition to its predictability and stability.

Utility Fees A flat fee applied to each household 

on public services and businesses.

Rejected It’s a regressive policy, and imposes additional burdens 

to public.

Employee Levy It's a tax paid by corporate that 

located in public transport serviced 

areas.

Recommended It's fair regarding both horizontal and vertical equity in 

the existance of political reforms.

Land Value Capture Special taxes imposed on properties 

that are benifited in terms of price 

from public transport improvements.

Recommended Generates high revenue.

Transportation Impact 

Fees

Fees imposed to new developments 

that increase the demand on public 

facilities including public transport.

Recommended It generates high predictable and stable income, and 

encourages the early reconnaissance and the 

transportation masterplans.

Station Air rights Selling the right to build over public 

transport stations.

Rejected It complicates future public transport facilities extension 

and improvements.

Tolling Fees imposed to users for driving in 

particular roads or bridges.

Recommended It generates predictable and stable revenue and 

encourages using public transport.

Congestion Pricing Higher fees imposed to users for 

driving in particular roads or bridges 

during peak hours.

Recommended It generates predictable and stable revenue and 

encourages using public transport.

VMT Fees Charging trucks that practice 

commercial activites based on the 

number of miles that they travel.

Recommended It's predictable, stable, encourages using alternative 

modes of freight instead of vehicles and encourages the 

compact developments.

Table 1: Results Summary 

 

 

 

 

 

 

 

 

 

 

 

8. Some Innovative Funding Programs 

The following illustrates some of the funding programs:  

8.1 Hong Kong 

Hong Kong metro is not subsided by its government, instead the system operator is self-funded through the 

fare box, commercial station retail rent and residential and commercial property developments, using a 

combination of joint property development value capture and transport oriented developments. 



First announced by the government in 1973 with an initial cost of HK$ 500 million, by 1982 the Hong 

Kong metro system was already generating a profit, partly due to the increase in land value along the metro 

line. 

8.2 Bergen and Oslo, Norway 

Norway has implemented toll road charging to fund and fast- track infrastructure improvements for more 

than 70 years. Bergen introduced first toll ring road in 1986, the first in Western World.  The system was 

introduced to raise funds to fast-track the implementation of a 1983 masterplan for the city which included 

the provision of additional parking and roads. 

Oslo followed closely behind Bergen and is now recognized globally for the three toll packages it has 

implemented. The first toll ring scheme opened in February 1990 with a similar goal to Bergen, to generate 

funds for road construction and in doing so, reduce road construction times from 35 to 15 years. 10 per cent 

of revenue from package one was initially earmarked for public transport investments but this was revised 

to 20 per cent. Oslo’s second package was introduced and run between 2001 and 2011. This included a 

shift in the allocation of funds with 45 per cent of revenue allocated to public transport. 

Oslo’s third and current package was introduced in 2008 and is scheduled to run until 2030. This package 

allocates 60 per cent of revenue to public transport improvements and aims to promote environmentally 

friendly transport options that increase mobility levels of Oslo residents. 

8.3 France 

French employers have been contributing to the funding of public transport in France since 1971, a 

compulsory hypothecated payroll tax was introduced within the Paris district of France. The tax has 

gradually been expanded and today towns of 10,000 or more are included. Employers with more than nine 

employees pay a small percentage of their employee’s gross income to the local Transport Authority who 

then utilize the revenue to subsidies and invest in local transport systems. The percentage paid depends on 

the size of the region with the Paris District paying the highest percentage. In 2008, this policy in the Paris 

region generated 35 per cent of public transport funding. Interestingly, in the same year 12.1 per cent of the 

region’s public transport funding was generated through parking tickets. France’s ability to invest in its 

many light rail networks are attributed to the funding generated through this policy. 

9. Discussion 

Providing appropriate public transport system is vital due to its importance and benefits in the 

environmental, economic, and social fields, in addition to its value in nation's progress and development.  

The importance of providing sufficient funding options for public transportation appears under the 

challenges that funding similar projects faces (public service projects), such as low GDP per capita, high 

quality expectations from users, increasing capital and production costs. 

Based on a detailed review of the existing literature, this paper identified thirteen funding options, 

dispersed across traditional funding ways and others that are considered to be innovative in the areas under 

study and consideration (war damaged zones), those options were evaluated against seven criteria, 

evaluation results may vary in this paper from others due to perspective and assumptions. 

Property taxes and utility fees funding sources were rejected in this study, as they do not take into account 

the post conflict economic characteristics for the communities of war damaged areas, such as the low GDP 

per capita and high poverty rates. Such taxes can be used for financing public transport projects upon 

economic recovery, but it should be mentioned that those taxes should be implemented gradually to secure 

both public acceptance and political cover. 



Advertising revenues and lease revenues funding options, encourage public transportation projects to be 

self-funding, in addition to its importance in building a long-term relationship and investments with private 

sector such as public private partnerships (PPP).     

Station air rights funding source generates high revenue, and encourages transit oriented developments 

(TOD), but it’s not recommended at this study as this complicates the future extension and improvements 

of public transport facilities. This can be overcome by developing fixed-term contracts to benefit from 

those rights, such as 10-years and 20-years contracts, but these arrangements may reduce the demand by 

the investors. 

Tolling, congestion pricing and VMT fees are considered regressive policies, but the regressivity of them 

decreases by two ways, improvement of public transport services and the availability of alternative roads, 

as alternative road is required for each toll road, but the tolled road is usually faster and shorter.  

 Land value capture and transportation impact fees require to do transportation impact studies and 

transportation masterplans for the new developments and projects. By doing so, the reconstruction process 

will be more organized and effective. 

Purchase of service contracts and employee levy could generate large amount of revenue together, 

distribute costs broadly, and has a logical connection to public transport improvements as high quality 

public transport benefits motorists, businesses and employees.  

Parking fees encourage the integrated parking management system, that has a positive effect in the strategic 

development objectives by encouraging the mode shift towards public transport and reducing private cars 

ownership and use. 

Having mentioned the previous options, the overall conclusion that can be derived is that a variety of 

funding options can be used to help finance and funds public transit improvements to ensure stability and to 

distribute costs broadly. 
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