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Background information on 
PT funding in Germany
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Transit-Oriented Development 
and land value capture

Transportation infrastructure 
significantly increases the value of 
real estate alongside the tracks 
(street car) as well as at stations 
(subway, rail). 

Case studies from Portland, OR, 
San Francisco, CA, but also Hong 
Kong and Seoul have shown, that 
conversion of former freeways into 
urban amenities with good public 
transit facilities coincide with higher 
land prices.
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Public-Private Partnerships

Major Types of PPPs in Transit  
according to the role the private 
sector plays: 

Greater Private Sector Role
-Build-Own-Operate (BOO)
-Design-Build-Finance-Operate-
Maintain (DBFOM)
-Design-Build-Finance-Operate 
(DBFO)

Lesser Private Sector Role
-Build-Operate-Transfer (BOT)
-Design-Build-Operate-Maintain 
(DBOM)
-Design-Build (DB)

DOT Report to Congress on the Costs, Benefits, and Efficiencies of Public-Private Partnerships for Fixed Guideway Capital Projects
6
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Case studies – Seattle

King County largest county in 
WA state with more than 2,100 
square miles surface, 1.9 million 
inhabitants, 39 cities, Seattle is 
by far the largest one with 
600,000 residents (ranked 1st in 
ULI’s 2009 “Emerging Trends in 
Real Estate” report)
Seattle streetcar runs a 1.3-mile 
route from downtown retail core 
to South Lake Union district: 
half of initial $52 million capital 
investment paid by private 
property owners, thereby 
attracting 7,500 new housing 
units and more than 2 million 
square feet of commercial 
projects (1.3 million square feet 
under construction)
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Case studies – Portland

passengers).

Portland has a population of 582,130; most 
environmentally friendly or "green" city in the 
U.S.; Oregon's most populous city with ap-
proximately two million people living in the 
Portland metropolitan area.
Portland Streetcar started operation in 2001; 
total construction costs were $103.15 million: 
$21.50 million from property owners (LID), 
20% financed by TIF from the City’s urban 
renewal agency, 20% from Federal grants 
including HUD.
TRIMET’ s (the sole transit agency for the 
three regions involved) annual PT budget of 
$4 million is not sufficient to keep up with de-
mand (on average $300,000 grant for deve-
loppers to increase density to attract more 
passengers).
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Case studies –
San Francisco Bay Area

Projections for next 25 
years:
-Increase in TOD house-
holds of 250,000, adding to 
currently 600,000 house-
holds living within a half-
mile of PT;
- Increase in demand for 
new jobs near transit of 
about 800,000 (= 40% of 
all new jobs expected to be 
created)
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Case studies –
San Diego

2030 Regional Trans-
portation Plan ex-
pects within next 25 
years more than one 
million new residents, 
465,000 new jobs, 
and 290,000 
additional homes. 
New funding sources 
such as ¼ to ½ cent 
new sales tax, parcel 
tax or payroll tax could 
provide $205 million, 
but would require two-
third majority.

TransNet is a half-cent 
sales tax for local 
transportation projects 
that was first appro-
ved by voters in 1988, 
and extended in 2004 
for another 40 years 
(= additional $16 bil-
lion). It has been in-
strumental in expan-
ding the region’s 
transportation system, 
but is not sufficient in 
view of projected de-
mand.
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Case studies – Chicago /1

Public funding of CTA 
infrastructure and ope-
ration has dramatically 
declined from estima-
ted $723 million at the 
start of FY 2009, lea-
ding to a projected de-
ficit of $300.9 million in 
the 2010 budget. This 
shortfall is due to shrin-
king tax revenues (sa-
les tax, real estate 
transfer tax) because 
of the bad state of the 
economy.
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Case studies – Chicago /2

Financing the operating budget at the expense 
of capital investment adds to the already exis-
ting backlog in maintaining the given transit in-
frastructure in a state of good repair (this alone 
requires $6.8 billion), let alone projected net-
work expansions (requiring another $4.3 bil-
lion). To overcome funding restrictions, CTA has 
embarked on a $100 million joint development 
capital investment project (smart card) to renew 
its fare infrastructure, thereby cutting operating 
costs by $10 – 15 million per year. The 
attraction of private capital investment is met 
with resistance by work force and public 
because of long standing history of public 
funding and bad experiences with private 
involvement concerning parking fee collection.
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Case studies – Denver

- Due to fiscal restraints, only the Eagle P3-
program (East Corridor to DIA, Golden Line 
corridor to the West, a segment of the 
Northwest Rail Corridor, and a commuter rail 
maintenance facility) will be constructed in 
the foreseeable future

- Eagle P3 involves a DBFOM contract, worth 
$2.2 – 2.4 bln ($1 bln. from Federal grants, 
$1 bln. from the private contractors, rest to be 
paid by RTD out of sales tax according to a 
popular vote in favor of sales tax increase in 
2004); contracting period: 46 years

-Eagle P3 the only remaining PPP to be 
eligible under the Penta P-program (New 
Starts)

Connecting RTD-Fastracks 2009
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Lessons for German Cities/1

• Private capital investment in PT infrastructure is 
desperately needed, due to shrinking tax revenues 
because of current economic crisis and fundamental 
changes in the underlying taxation (less fuel consumption 
generates less tax revenues etc.).

• Private involvement in PT infrastructure funding in 
principle can take two forms: Voluntary contributions or 
legal requirements.

• TOD is the most obvious (and probably most promising) 
tool to capture land value, because it appeals to the 
economic self0-interest of property owners.
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Lessons for German Cities/2

• LID or BID are legal instruments to capture land value: LID 
are administered by the city, BID are administered by local 
property owners.

• PPP is probably most needed in aging PT systems, 
however people and business are usually not aware of 
public funding shortfalls and are somewhat hostile to 
private engagement in PT infrastructure funding.
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Private funding of public transport infrastructure 
is a matter of necessity!


