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Introduction

Imagine the creation of a new government program in which federal
authorities send you a check at the end of the year to reward you for
driving to work alone.

But there are a few catches. First, you only get the check if you work
in a city—and you get a bigger check if you work downtown. Second,
the size of your check depends on how much money you make. If you
are a stockbroker or CEO, your check might be twice as big as that of
the receptionist or salesperson working down the hall.

Such a program, it is safe to say, would be unlikely to get very far.
Transportation experts would decry the idea of paying people to
drive—especially commuters, who tend to travel during the busiest
parts of the day. They would point out that the program would cost
taxpayers money and would also add to the congestion experienced by
every other driver on the road during each day’s commute.

And besides, why should those who work in the most congested
places—and make the most money—get bigger rewards at the end of
every year?

Surprisingly, such a program actually exists: the federal tax benefit
for commuter parking.

The “commuter parking benefit” excludes the value of commuter
parking provided by employers from the calculation of a worker’s
taxable income. The “check” comes in the form of a worker’s income
tax refund, which can be as much as $1,000 bigger as a result of not
paying taxes on the value of the parking he or she receives at or near
the workplace.

The checkis bigger for people who make more money—and are
in a higher federal income tax bracket—than it is for those who make
less. And it is bigger for people who work in the downtown areas of
major cities, where parking is most valuable.

Meanwhile, the costs of this program are borne by other taxpayers,
as well as those whose commutes are made longer by the additional
cars on the road. They are also borne by city and state governments
that must repair the damage those cars inflict on the roads. And they
are borne by the residents of those cities, who must endure more
traffic, more noise, and more pollution.

The commuter parking benefit has been in existence, in one form
or another, since the dawn of the Automobile Age. Eliminating it or



limiting it, while wise, depends on congressional action and may be
politically difficult.

But there is no reason that cities should be forced to endure the
full magnitude of the problems the program imposes—especially
when there are smart policy solutions that can be applied to limit
the damage.

In this report, we take stock of the damage caused by the
commuter parking benefit in our cities—and of the failure of the
corresponding commuter benefit for transit and vanpool services to
fully mitigate the harm. We then propose a series of tools cities can use
to minimize the negative impact of the commuter parking benefit and
encourage workers to share rides, take transit, or walk or bike to work.
The most powerful of these solutions generate new revenue that can
be used to expand transportation options—not just for workers, but for
everyone who lives and travels in cities.

We also take alook down the road at what a 21st-century system of
federal commuter benefits could look like—one that is fully aligned
with the nation’s transportation priorities, that incorporates new
transportation tools and services when they help to achieve those
priorities, and that eliminates arbitrary barriers that prevent too many
working Americans from being able to access valuable benefits.

America’s transportation system is at a crossroads. Our
dependence on cars leaves too many of us—as well as the cities and
towns in which we live and work—poorer, sicker, and less happy. By
aligning our tax code with efforts to expand transportation options,
the federal commuter benefits program can be transformed from a
wasteful and counterproductive tax expenditure to one that helps
usherin a cleaner, more efficient, and more sustainable transportation
system for the 21st century.
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Executive Summary

The United States currently spends approximately $7.3 billion per
year to encourage people to drive to work through the federal income
tax exclusion for employer-provided and employer-paid commuter
parking. The “commuter parking benefit” puts more cars on the road
in our most congested cities at the most congested times of day—
exactly the opposite of what most cities want or need.

In an effort to counteract the effects of the commuter parking
benefit, America also subsidizes people not to drive to work
through the “commuter transit benefit”—a $1.3 billion program that
enables workers to receive transit passes or vanpool services from
their employers tax-free. The transit benefit attempts to support
transportation policy goals, but it is overshadowed by the parking tax
benefit’s much larger adverse impact.

America’s tax policy for subsidizing commuter travel is inefficient,
inequitable, and lacks a coherent policy purpose. This report proposes
a series of reforms to improve and modernize the tax treatment of
commuter benefits—saving taxpayer funds, improving the quality
of workers’ commutes, and making our cities better places to live
and work.

11



TransitCenter and Frontier Group, Subsidizing
Congestion: The Multibillion-Dollar Tax
Subsidy That's Making Your Commute
Worse, 2014, transitcenter.org/wp-content/
uploads/2014/11/SubsidizingCongestion-
FINAL.pdf.

America’s current tax treatment of commuter benefits adds
cars to the roads and delivers the greatest benefits to those who
need themleast. According to Subsidizing Congestion, a 2014 report
by the same authors of this report:

® The parking benefit adds approximately 820,000 automobile
commuters to the roads, traveling more than 4.6 billion
additional miles per year. The transit benefit removes only
about a tenth as many vehicles from the roads—largely
because it reaches far fewer people than the parking benefit.*

® Only about a third of American workers receive any tax
savings at all from the parking tax benefit—with the greatest
benefits accruing to higher-income workers who drive to
work in the nation's large cities, where parking is most
expensive.

12
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$85.7m

New York
Midtown Manhattan
$78.9m

Chicago
$64.7m

Figure ES-1:
Annual Cost of Commuter Parking
Benefit, by Commercial Downtown
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Andrea Hamre and Ralph Buehler, "Commuter
Mode Choice and Free Car Parking, Public
Transportation Benefits, Showers/Lockers,
and Bike Parking at Work: Evidence from the
Washington, DC Region,” Journal of Public
Transportation 17, no. 2 (2014): 67-91, doi:
10.5038/2375-0901.17.2.4.

Commuter parking benefits amount to tens of millions

of dollars in subsidies to people driving to work in major

Americandowntowns.
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The cost to taxpayers of the parking benefit for workers in
just 25 major US central business districts (CBDs) likely
exceeds $700 million per year. The districts in which the
benefit imposes the greatest cost are those in which parking
is most expensive and the percentage of people driving to
work is highest.

Of the 25 CBDs evaluated, the total cost of the commuter
parking benefit is highest in downtown Washington, DC, at
an estimated $86 million a year, followed by Midtown
Manhattan, Chicago, Downtown Manhattan, and
Philadelphia. (See Figure ES-1.)

These tax expenditures for commuter parking distort daily
transportation decision-making. Research shows that
providing "free" car parking offsets the effects of incentives
for transit use, carpooling, and bicycling.?

Eliminating the commuter parking benefit would remove
approximately 66,000 cars from the road in these 25 central
business districts, averting more than 370 million vehicle-
miles traveled per year.



True North Research, Bay Area Commmuter
Benefits Program: Evaluation of Trip, VMT &
Emission Impacts, 2015, 5, web.archive.org/
web/20170727183435/http://www.baagmd.
gov/~/media/files/planning-and-research/
commuter-benefits-program/reports/true-
north-employee-survey-report_commuter-
benefits-program_6_19_15-pdf.pdfrla=en.

Cities can take three immediate steps to counteract the

negative effects of the commuter parking benefit on

congestion, public health, and urban quality oflife:

16

Expand access to transit benefits: Cities such as San
Francisco, New York, and Washington, DC, now require many
businesses to offer benefits for transit, bicycling, and/or
carpooling to their employees. Early experience with these
programs suggests that they can dramatically increase the
number of workers able to take advantage of transit benefits
and change commuter behavior. A study in the San Francisco
Bay Area found that commuter benefit requirements have
led 44,000 people to change their travel behaviors, avoiding
86 million vehicle-miles traveled.?

Tax parking: Numerous US cities tax parking provided in
commercial facilities, while cities in Australia and Britain now
assess annual taxes on parking spaces, whether they are
provided at no cost or for a price. Taxing parking helps cities
recoup some of the revenue lost because of the tax benefit
for commuter parking and counteracts some of the incentive
to drive into central cities that the benefit provides. Several
cities have even reinvested their parking tax revenues into
public transportation or local street improvements in support
of an expanded range of transportation choices.

Enlist the private sector in expanding transportation options.
Many cities work with employers, major institutions, and
residents to reduce single-occupancy vehicle trips and
encourage alternatives to driving. These transportation
demand management (TDM) programs educate employers
and workers about their commuting options and organize
activities and contests to encourage people to try new ways
of getting to work. Local and state laws can promote these
partnerships by requiring or incentivizing employers and
developers to provide support for transportation options.



Inthelongrun, the federal government should consider

more fundamental reforms to the nation’s tax treatment of

commuter benefits. These steps could include:
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Eliminating or limiting the commuter parking benefit: Nations
such as Australiq, Ireland, Austria, and Sweden have
established systems for taxing the value of employer-
provided parking that could serve as a model for the United
States. Such a system might:
® Require employers who pay directly for their employees’
parking to report the value of that parking as
taxable income.
® Require employers who provide parking at no cost to their
employees to calculate the value of parking at nearby
garages and lots and report that value as taxable income.
The adoption of such a system would make nodifference in the
tax liability of the majority of Americans, who work in areas
where parking is abundant and unpriced and, therefore, has
little taxable value as defined by the IRS. It would, however,
reduce the incentive to drive to work for those traveling every
day to the centers of America's largest and most congested
cities.
Expanding access to the transit benefit. In addition to
requiring employers to offer transit benefits (as some major
cities have begun to do), the federal government can expand
access to transit benefits to independent contractors, the
self-employed, workers in the "gig economy,"” and others who
currently are unable to benefit from them. Creating an
income tax deduction for transit that is open to those who do
not receive benefits through the workplace would allow for
greater equity among different classes of employees and
potentially support those who use transit for purposes other
than commuting.
Modernizing the transit benefit toinclude new and emerging
modes of travel. A 21st-century system of commuter benefits
should recognize the emergence of new "shared mobility”
services and the growth of walking and biking by:
® Allowing expenditures for bikesharing to be eligible for
tax-free commuter benefits.
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® Allowing verified shared rides and "first mile/last mile"
connections to transit via shared mobility services to be
eligible for tax-free treatment. Current federal rules
enable some trips via shared mobility services to be paid
for through pre-tax earnings, but those rules push
providers to use larger vehicles than necessary and do
little to encourage the actual sharing of rides. Revising the
eligibility rules for shared mobility providers can support
the program's intent of encouraging efficient travel that
removes cars from the road.

® |nvestigating the potential of mileage-based benefits for
employees who walk or bike to work, as exist in Belgium
and the Netherlands. Even a reformed and expanded
system of commuter transit benefits provides tax
privileges to those with longer and more expensive
commutes versus those who live closer to work or who use
active modes of transportation. Creating a parallel
benefit for those who walk or bike to work can further
reduce single-passenger car travel and support the least
energy-intense travel options.

Collecting data and monitoring the performance of commuter
benefits programs. Despite the roughly $8 billion-per-year
cost of commuter parking and transit benefits, there has not
been comprehensive study of theirimpact on the
transportation system. Federal, state, and local
governments should support research to better understand
the effects of commuter benefits on travel behavior and
adjust future benefits programs accordingly.
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4.
5.

See note 2.

Internal Revenue Service, Employer's Tax
Guide to Fringe Benefits: For Use in 2017,
Publication 15-B, 2016, web.archive.org/
web/20170727183546/https://www.irs.gov/
pub/irs-pdf/pl5b.pdf.

US tax policy haslong
undercut the nation’s
transportation policy goals
by providing tax subsidies

for Americans who drive
themselves to work and the
companies that employ them.

These subsidies for employer-paid or employer-provided commuter
parking subsidize traffic congestion by putting more cars on

the road during peak hours in congested cities. The value of the

tax subsidy increases with income and costs $7.3 billion annually
inreduced tax revenue that must be made up through cuts in
government programs or increased taxes.

In an effort to counteract the negative effects of the parking benefit
and to improve equity, Congress created a comparable income tax
exclusion for public transportation and vanpooling. But research
has shown that providing commuters with both “free” parking and
subsidized transit results in no change in behavior compared with
offering neither benefit.# And since many more Americans receive
employer-provided or employer-paid parking than receive transit
benefits from their employers, the net effect of US commuter tax
benefits has likely been to put more cars on the road—undercutting
key transportation policy goals such as reducing congestion and air
pollution.

The parking and transit benefits may be offered as a supplement to
an employee’s pay or in place of salary or wages.s While an employee
may claim both the parking and transit benefits in a given month, the
parallel tax benefit for bicycle commuting cannot be combined with
either of the other benefits or set aside from pretax income.

21
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Seenote 1.

Ibid.

Seenote 5.

Paul R. Levy and Lauren M. Gilchrist, Philadelphia
Center City District for the International
Downtown Association, Downtown Rebirth:
Documenting the LiveWork Dynamicin 21st
Century US Cities, 2013, www.ida-downtown.
org/eweb/docs/WC13/MT13/MT13_Levy.pdf.

How the Commuter Parking
Benefit Fails

The commuter parking tax benefit exacerbates existing problems with
traffic congestion, reduces state and federal tax revenue, and provides
a greater benefit to higher earners.

The parking tax benefit disproportionately assists commuters
who work in dense employment centers, such as downtowns, where
parking is most valuable. Our 2014 report, Subsidizing Congestion,
estimated that the effect of the subsidy was to put roughly 820,000
more cars on the road during peak commute times in congested
cities, resulting in more than 4.6 billion additional miles driven
each year by these subsidized commuters.*

Because employer-provided and employer-paid parking is
excluded from an employee’s income, the parking tax benefit
accounts for an estimated $7.3 billion in lost federal and state income
and payroll tax revenues every year.” Both employees receiving the
parking tax benefit as well as their employers avoid paying Social
Security and Medicare taxes on the portion of income represented by
parking provided or paid for by the employer. Most state tax systems
follow federal definitions of income, meaning that states lose revenue
as well. A reduction in government revenue inevitably results in either
higher taxes, cuts to government programs, or a higher deficit.

While the vast majority of Americans drive to work, most do not
gain from the commuter parking benefit. The reason is that parking is
so abundant in many places—especially in suburban and rural areas—
that it essentially has no value as defined by the Internal Revenue
Service. As a result, only about one-third of commuters benefit from
this policy.® In fact, most Americans are net losers from the commuter
subsidies, as they must endure higher taxes or reduced government
services—as well as increased congestion—to subsidize parking for a
minority of commuters.

Finally, the commuter parking benefit tends to disproportionately
favor Americans in upper income tax brackets since its value is pegged
to anindividual’s taxable income. In addition, the benefit is most
valuable to people who work in dense downtown centers, which are
often centers of high-paying employment.?

22



Under the current federal tax code,
employers may offer their employees
several commuting benefits, the value
of which is excluded from an employee’s
taxable income:

The parking tax benefit, which

covers employer-provided or

The transit tax benefit, which
covers employer-paid transit

$200 employer-paid parking at or passes or vanpool benefits
near the workplace or a valued at a maximum of
transit station used for $255 per month
commuting, valued at a
maximum of
$100
$0

Parking tax benefit Transit tax benefit
$255 $255

23

The bicycle tax benefit, which
covers employer-paid bicycle
commuting expenses valued at a
maximum of $20 per month

Cycling tax benefit
$20



Figure 2: Predicted Probability of Employee Mode Choice

A model developed by Virginia Tech 100%
researcher Andrea Hamre examined
the mode choices of residents of cities
and inner suburbs in five Northeast
metropolitan areas: Washington,

DC, Baltimore, Philadelphia, Newark,
NJ, and New York City. It suggests
that the commuter benefits offered
by employers can have a substantial
effect on how employees choose to
get to and from work.

Data from Andrea Hamre,

"Determinants of Commuter Mode

Choice Across Five Northeast

Corridor Metropolitan Regions,” TRB

95th Annual Meeting Compendium

of Papers, corrected version (January

2016). Data by region to be available

in doctoral dissertation expected in

late 2017. 50%

Walk or bike

Carpool

Public transit

bl T

62.3% 89.3% 18.8% 63.8%
ﬂé‘ Drive alone 0% o o o o o o o o
Neither Subsidized car Subsidized Subsidized car
subsidized car parking alone public transit parking and
parking nor alone public transit

public transit
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10.
11.

12.

13.
14.

See note 2.

US Bureau of Labor Statistics, Table 40, National
Compensation Survey, March 2016. Note: The
BLS uses the term "subsidized commuting.” The
instructions for conducting earlier versions of the
survey define subsidized commuting as follows:
"Subsidized coomnmuting provides full or partial
payment for the cost of an employee's commute
to work via public transportation, company-
sponsored van pool, discount subway fares,

or bus tokens." Note that it is unclear whether
the definition includes, or is intended to include,
parking. (Definition provided by Bureau of Labor
Statistics, personal communication, February 26,
2014.)

Based on the white paper 2011 Commuter
Benefits Work for Us by Commuter

Benefits Work for Us, web.archive.org/
web/20170727183630/http://www.
commuterbenefitsworkforus.com/
COMMUTER-BENEFITS-WORK-FOR-US-
White-Paper.pdf; total number of US workers
from US Census Bureau, Table BO8301: Means of
Transportation to Work, 1-year data for 2012 in
American Community Survey, www.census.gov.
Seenote 1.

Seenote 11.

The Commuter Transit
Benefit Doesn't Fix the
Damage

The transit tax benefit encourages Americans to use public
transportation by making the cost of transit passes or vanpooling
payable from pre-tax income. Academic research and the on-the-
ground experience in cities (see page 38) suggests that the benefit
can be an effective way to encourage workers to switch to transit—
especiallyifthey do not also receive subsidized parking.°

The main impediment to the effectiveness of the transit benefit,
however, is that few workers receive it. Only 7 percent of the American
workforce has access to subsidized commuter transit benefits," and
only 2 percent of the US workforce uses them.” Most employers—
particularly smaller firms—do not offer employer-based transit
benefits programs.’

Like the parking tax benefit, the transit tax benefit
disproportionately aids those with higher incomes who work for
large employers in dense downtown districts. Workers in the top
10 percent by income are seven times more likely to have access to
subsidized transit benefits than those in the bottom 10 percent of the
income range.+

While the transit tax benefit attempts to address important
transportation policy goals, its effectiveness is overshadowed by the
parking tax benefit’s much larger adverse impact. If the United States
is going to use public policy effectively to meet critical transportation,
public health, and environmental goals, it must reform its tax
treatment of commuter benefits.

25



15.

16.

17.

18.

James Cook and Jeff Simonson, Colliers
International, North America Central Business
District 2012 Parking Rate Survey, archived at
web.archive.org/web/20170120204356/http://
www.lexpark.org/sites/default/files/pdf/
ColliersParkingRateSurvey2012.pdf.

Internal Revenue Service, "IRS Releases New
Tax Gap Estimates; Compliance Rates Remain
Statistically Unchanged From Previous Study,”
January 6, 2012, archived at web.archive.org/
web/20160826150326/https://www.irs.gov/
vac/irs-releases-new-tax-gap-estimates-
compliance-rates-remain-statistically-
unchanged-from-previous-study.

Internal Revenue Service, "Qualified Parking
Fringe Benefit," 2016, archived at web.archive.
org/web/20160826160217/https://www.irs.
gov/government-entities/federal-state-local-
governments/qualified-parking-fringe-benefit.
Tax Policy Center, "Q. What Is the Tax Gap?," The
Tax Policy Center's Briefing Book, archived at
web.archive.org/web/20170120204727/http://
www.taxpolicycenter.org/briefing-book/what-
tax-gap.

How Much Tax Avoidance Occurs Because of Lax
Enforcement of Commuter Benefit Regulations?

Federal law imposes a $255-per-month limit on the value of
employer-provided parking that can be excluded from taxable
income. There are, however, several American cities in which the
cost of monthly parking regularly exceeds $255.%° According to
federal law, any employer providing parking that exceeds that
value must report the amount above the cap as taxable income.
There is reason to suspect that enforcement of this provision is
minimal and, therefore, that the cost of the commuter parking
benefit may exceed most estimates.

Such reporting problems are most likely to arise with park-
ing that is provided by employers to their workers at no cost
or at a discount, rather than with parking benefits provided to
employers in the form of pre-tax earnings for use at commer-
cial garages.

Because most employers are not required to track the value
of the parking they provide, enforcement of the monthly cap
on parking benefits likely faces the same challenges as efforts
to enforce tax laws for other forms of undocumented income.
Underreported income is the largest source of underpaid taxes,
particularly with “amounts subject to little or no information,”
which are misreported 56 percent of the time.¢

The process of enforcing the monthly pre-tax cap is so cum-
bersome that enforcement may be hindered. The IRS outlines a
five-step process for auditors: 1) identify whether the company
provided the parking benefit; 2) acquire the list of employees
who participated; 3) determine whether the tax-free benefit was
applied correctly to worker pay; 4) learn how the employer cal-
culated the fair market value (FMV) of the parking; and finally 5)
modify the FMV calculation if the employer estimate was not ac-
curate.' Since the magnitude of underreported income because
of commuter parking is likely to be small in relation to the nation's
$385 billion underreported income "tax gap,” enforcement of this
provision is not likely to be a major focus for auditors.*®

There is little evidence regarding the degree to which employ-
ers comply in reporting as taxable income the value of parking
provided in excess of the $255/month cap. An anecdote from the



19.

20.
21.

22.

Compliance with the cap in parking benefits
provided to employees through third-party
transit benefits programs, or through employer-
paid parking in which a recorded financial
transaction takes place, is likely to be much
higher.

See note 15.

Based on a 2015 average marginal federal tax
rate of 23.2% and an average marginal state
tax rate for Massachusetts of 4.9% from the
National Bureau of Economic Research, users.
nber.org/~taxsim/marginal-tax-rates.
Massachusetts Office of the Inspector General,
Internal Special Audit Unit, MassDOT and
MBTA Parking Benefits, November 2013, web.
archive.org/web/20170727183837/http://
www.mass.gov/ig/publications/reports-and-
recommendations/2013/massdot-and-mbta-
parking-benefits-11-2013.pdf.

Massachusetts state government, however, suggests that com-
pliance with the cap on commuter parking be may be limited.*

In 2013, the Massachusetts Inspector General's office audited
employee parking at Massachusetts Department of Transporta-
tion (MassDOT) and Massachusetts Bay Transportation Author-
ity (MBTA) facilities in Boston—a city in which the cost of parking
frequently exceeds the IRS limit of $255 per month.?’ The audit
found that the agencies were failing to calculate the fair market
value of parking provided to employees as required by federal tax
laws. All told, MassDOT was found to be underreporting taxable
income for its employees by approximately $246,000in 2013. At
the average marginal tax rate, this represented approximately
$56,000 in lost federal income tax revenue and $12,000 in lost
state tax revenue.?* Notably, the audit came not as a result of
an IRS inquiry but rather “in response to a referral” from senior
management at the agency itself.??

The number of employers like MassDOT who underreport
the value of parking provided to their employees is unknown. But
experience with enforcing existing limits on employer-provided
parking suggests that if the nation is to tax the value of commut-
er parking as income—and do it effectively—it will be critical to
develop a clear, simple, transparent, and verifiable method for
employers to calculate the value of the parking they provide. Such
a method would go a long way toward increasing transparency
and reducing the compliance and enforcement costs associated
with treating the value of coommuter parking as taxable income.
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23. Seenote9.

The commuter parking
benefit costs taxpayers
money nationwide, but it
particularly harms the cities
that must endure more
congestion as a result of
the drive-alone commutes
induced by the benefit.

In America’s densest downtowns, tens of millions of dollars flow
toward incentives for drive-alone commuters, even as improvements
to accommodate safe and convenient public transportation, walking,
and biking go unfunded. What are the costs of the commuter parking
benefit in your city? And what are the impacts?

Parking Subsidies by City

Excluding the value of employer-provided parking from taxable
income represents a multimillion-dollar transfer of taxpayer funds
to people who drive to work and to the companies that employ them.
Based on data on parking costs in central business districts, as well
as patterns of commuting to and from those districts, it is possible to
estimate the cost to taxpayers of the commuter parking benefit by city.
The estimates here are conservative and represent the estimated
cost of the subsidy in 2§ narrowly defined “commercial downtowns” in
24 cities for which data on the median cost of parking was available.?
(For an illustration of how commercial downtowns were defined
in several cities, see Figure 3, next page.) They do not include the
cost of parking benefits for workers in areas adjacent to commercial
downtowns where parking may have value, nor do they include the
cost of the benefits received by workers in secondary or tertiary
business districts (such as health and education centers), where
parking is often valuable. The estimates do, however, provide a
window into the magnitude of the resources devoted to subsidizing
car parking in our busiest downtowns.
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Figure 3:
"Commercial Downtown' Definitions for Several
Cities (maps not at same scale)**

Commercial Downtowns in NYC

Midtown Manhattan
[0 Downtown Manhattan
O Brooklyn

Based on definitions of "commercial downtowns”  The total cost to taxpayers of the commuter parking benefit in the 25

in Downtown Rebirth (see note 9). Note: business districts studied was more than $700 million—about one-
Downtown Rebirth includes secondary or hofth . i . 1 fth . fi
tertiary downtown areas in each of these cities tenth of the estimated $7.3 billion national cost of the parking benefit.

that were notincluded inthe analysisof thecost ~ Approximately 4.3 million people were employed in these districts in
of the parking benefit and are not shown on the late 2000s, representing 3 percent of the US workforce. About 44
these maps.

Based on definitions of "commercial downtowns'
from Downtown Rebirth by Levy and Gilchrist mode ofcommuting.“

(see note 9) and journey-to-work data for Of'the 25 central business districts, Washington, DC, ranks first
workplace geography from the 2006-10

. percent of workers in these business districts use cars as their main

Arnerican Community Survey, made available for total taxpayer cost of the parking benefit, at $85.7 million per

through the American Association of State year. This subsidy is flowing toward driving commuters even as the
Highway and Transportation Officials’ Census city’s transit system—which serves a greater number of downtown

Transportation Planning Products database,
http://data5.ctpp.transportation.org/ctpp/

Browse/browsetables.aspx.

commuters—struggles to meet safety and repair obligations.

30



Commercial Downtown in Houston Commercial Downtown in LA

Downtown Houston Downtown Los Angeles

31



Cost of Commuter Parking Benefit

$100m
Washington, DC
$85.7m
- New York
Midtown Manhattan
$78.9m
Chicago
$64.7m

New York

Downtown Manhattan

$55.4m

Philadelphia
$50.7m
$50m San Francisco
$46.7m
Los Angeles
$39.0m
Boston
$34.7m Seattle
: . 33.2m . Houston
$30.7m
Sacramento
$21.4m Denver
$20.6m
$0

fovlamrse fulairse oy foulamrsn ol foulamirs: oy foulamirsn foulamrse foulamirs: oy foularsn foulamirsn £



Portland
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Figure 4:

Estimated Annual Cost of Commuter Parking

Benefit, by Central Business District

With its high parking costs and relatively large share of workers

who commute by car, Washington, DC, is in the “sweet spot” of

cities whose driving commuters receive the greatest total subsidies

under the commuter parking benefit. Another example of this

dynamic is Hartford, Connecticut. Hartford ranked 19th out

of 25 business districts evaluated for number of workers within

its commercial downtown, but 15th for total cost of the parking

benefit. The reason? About 84 percent of workers traveling to

Hartford’s commercial downtown travel by car, and the city’s

parking rates are higher than those of much larger cities, such as

Denver and Houston.
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26. Based on definitions of "commercial downtowns”
from Downtown Rebirth by Levy and Gilchrist
(see note 9) and journey-to-work data for
workplace geography from the 2006-10
American Community Survey, made available
through the American Association of State
Highway and Transportation Officials' Census
Transportation Planning Products database,
data5.ctpp.transportation.org/ctpp/Browse/
browsetables.aspx.

Figure 5:
Commute Mode Share to Commercial
Downtowns, 2006-102¢
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Commuters traveling to many of the central business districts
studied here are also eligible for the commuter transit benefit. Indeed,
some commuters—those who pay for parking at transit stations
and also for transit passes—may receive both benefits. Across the
25 central business districts in this study, slightly more workers (2.1
million) list some form of transit as the main way they get to work than
travel by car (1.9 million). The net cost of the parking subsidy provided
to workers in these commercial downtowns, however, may still exceed
the cost of the transit benefit, especially if a) more employers offer
access to pre-tax parking than offer transit benefits, and /or b) the
cost of parking exceeds that of the typical cost of transit. In addition,
there are more than 200,000 people who walk to work in these central
business districts and receive no commuter benefits, along with nearly
39,000 people who bike to work and can receive only $20 per month
of pre-tax benefits for their commute-related expenditures.

At best, current commuter benefits work at cross-purposes in
cities—expending vast taxpayer resources to encourage opposing
behaviors on the part of commuters. At worst, they actively
undermine cities’ attempts to reduce traffic congestion and to
encourage workers to travel via transit, by bike, on foot, or in

shared rides.
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28.
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Impacts of the Commuter
Parking Benefit

Peak-period driving is stressful in many American cities. In the 2014

report Subsidizing Congestion, the authors estimate that the commuter

parking benefit adds roughly 820,000 cars to the nation’s roads each

morning and evening commute. This added vehicle travel has several

negative effects on cities:

INRIX, INRIX National Traffic Scorecard: 2008
Annual Report, February 2009, archived at web.
archive.org/web/20170120205632/http:// °
www.wstc.wa.gov/meetings/agendasminutes/
agendas/2009/Marl8/Marl8_BP3_
Scorecard2008WSTC.pdf.

Bryan P. Blanc, Michael Gangi, Carol Atkinson-
Palombo, Christopher McCabhill, and Norman
Garrick, "Effects of Urban Fabric Changes

on Real Estate Property Tax Revenue,”
Transportation Research Record 2453 (2014):
145-152, doi: 10.3141/2453-18.

See, for example, Javier Lopez-Zetina, Howard
Lee, and Robert Friis, "The Link Between

Obesity and the Built Environment: Evidence
from an Ecological Analysis of Obesity and
Vehicle Miles of Travel in California," Health &
Place 12, no. 4(2006): 656-64, doi: 10.1016/j.
healthplace.2005.09.001; Sheldon H. Jacobson,
Douglas M. King, and Rong Yuan, "A Note on

the Relationship Between Obesity and Driving,"”
Transport Policy 18, no. 5 (2011): 772-76, doi: [ ]
10.1016/j.tranpol.2011.03.008.

For a summary of evidence, see Marlynn Wei,
"Commuting: 'The Stress that Doesn't Pay,"
Psychology Today, January 12, 2015, archived

at web.archive.org/web/20170120210640/
https://www.psychologytoday.com/blog/urban-
survival/201501/commuting-the-stress-doesnt-
pay.
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Congestion: Small changes in the number of vehicles on the
road can have an outsized impact on congestion. In 2008,
during the Great Recession, a 3 percent decline in vehicle
travel nationally corresponded with a 30 percent decline in
peak-hour traffic congestion.?” The tax subsidy to automobile
commuters and their employers, therefore, likely imposes
significant costs on other travelers in the form of additional
delay on the roads.

Loss of valuable urban space: Urban street networks are
often designed to accommodate rush-hour traffic, even if
they remain underutilized for the majority of the day. This
perceived need limits cities' abilities to repurpose street
space for dedicated bus lanes, sidewalks, bike lanes, and
other improvements that can enhance safety and encourage
active travel. In addition, incentives for employers to provide
or reimburse the costs of parking lead to the dedication of
valuable urban space for parking as opposed to housing,
public amenities, or commerce that generates tax revenues.
A 2014 study found that land devoted to surface parking lots
in a selection of US cities generated only 5 to 17 percent as
much property tax revenue by area as land devoted to
buildings.?®

Poor health: Over the last decade, researchers have built a
strong base of knowledge linking long automobile commutes
to poor physical and mental health. Auto-dependent
lifestyles have been linked to obesity,?’ while people with long
commutes have been shown to have less time to spend with
friends and family or on activities that benefit their health,
like exercise or sleep.3° Meanwhile, researchers have also



31. See Vickie L. Boothe and Derek G. Shendell,
"Potential Health Effects Associated with
Residential Proximity to Freeways and Primary
Roads: Review of Scientific Literature: 1999-
2006," Journal of Environmental Health 70, no.
8(2008): 33-41; American Lung Association,
Living Near Highways and Air Pollution, archived
atweb.archive.org/web/20170120211445/
http://www.lung.org/our-initiatives/healthy-air/
outdoor/air-pollution/highways.html.

found that those living near busy streets and highways—a
category that includes many urban residents—are more likely
to be exposed to air pollutants from vehicles and have a
higher risk of developing or worsening respiratory problems.3*

Recognizing the health and livability improvements associated with
reduced automobile traffic, many cities around the country and
world have taken steps to reduce the number of people who drive
into central cities at peak periods of the day. Federal tax law currently
frustrates those efforts. Thankfully, there are many practical, proven
steps that cities can take to counteract the ill effects of the commuter

parking benefit.
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Cities bear the costs of

our harmful commuter tax
benefit in the forms of more
traffic and more pollution.
But they also have the power
to mitigate the damage.

Cities around the country have adopted local policies that
counteract the harmful incentives provided by the commuter
parking tax subsidy—policies such as expanding access to commuter
transit benefits, imposing local taxes on parking, and bolstering
transportation demand management efforts that bring government
and employers together to reduce reliance on single-passenger
automobile commuting. Some cities have done all three of these
things to create a coherent policy approach that limits congestion
and pollution and supports the use of more sustainable modes of
transportation.
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San Francisco Department of the Environment,
Commuter Benefits Ordinance (SF Environment
Code Section 427), Rule no. SFE13-01-CBO
(2013), sfenvironment.org/sites/default/files/
fliers/files/sfe_tr_cbo_rulesandregulations_
mnsignedelec.pdf.

San Francisco Municipal Transportation Agency,
"Monthly Passes," archived at web.archive.org/
web/20160817143548/https://www.sfmta.
com/getting-around/transit/fares-passes/
monthly-passes.

City of Berkeley, Transportation Division,

"FAQs for City of Berkeley Comnmuter Benefit
Program Ordinance B.M.C. 9.88 (TRACCCQC),"
web.archive.org/web/20170727184435/http://
www.cityofberkeley.info/uploadedFiles/Public_
Works/Level_3_-_Transportation/FAQs%20
for%20City %200f%20Berkeley%20Transit %20
Benefit%200rdinance.pdf; City of Richmond,
Commuter Benefits Compliance Guide, web.
archive.org/web/20170727184406/http://
www.ci.richmond.ca.us/DocumentCenter/
View/29957.

Bay Area Air Quality Management District,
Regulation 14: Mobile Source Emissions
Reduction Measures, Rule 1: Bay Area
Commuter Benefits Program, web.archive.
org/web/20170727184542/http://www.
baagmd.gov/~/media/Files/Planning%20
and%20Research/Commuter%20Benefits%20
Program/Proposed%20Rule%20Packet/
Proposed%20Rule%20Reg%20141.ashx.

Expand Access to Transit
Benefits

The primary weakness of the federal commuter transit benefit is that it
reaches too few people. Cities around the United States are working to

change that by adopting “commuter benefits ordinances” that require

certain employers to offer transit benefits to their employees.

San Francisco was the first city in the country to do so, adopting
a Commuter Benefits Ordinance in 2009 that requires businesses
employing at least 20 people nationwide to offer transportation
benefits to their San Francisco-based employees. Employers can
choose to allow employees to pay for transit or vanpool expenses
pre-tax (asis currently permitted under federal law), subsidize transit
passes or vanpool expenses, provide a free vanpool or bus, or offer a
combination of these benefits.:? The pre-tax option is capped at the
monthly limit set by the IRS, while the employer subsidy must pay for
all expenses up to the price of a MUNI Fast Pass “A,” which covers all
travel on MUNI transit vehicles and Bay Area Rapid Transit (BART)
trains within the city.3

Newer commuter benefits programs in other cities follow similar
formats. The Bay Area cities of Berkeley and Richmond require
transit benefits to be offered by any company with at least ten
employees who each work at least ten hours per week.3* As in San
Francisco, both cities allow employers to choose among allowing
employees to pay for transit out of pre-tax dollars, providing a
subsidized transit pass, or providing a vanpool or bus. Richmond also
offers additional flexibility, giving employers the option to devise an
alternative benefit, subject to city approval.

In2014, the Bay Area Air Quality Management District
(BAAQMD) and the Metropolitan Transportation Commission (MTC)
established the Bay Area Commuter Benefits Program, encompassing
San Francisco, Berkeley, and Richmond, as well as several cities
and counties that were not already covered by commuter benefits
programs. This program is aimed at companies that have at least
5o full-time employees working within the BAAQMD. Employers’
options are the same as in the Richmond program, including the
ability to design an alternative benefit.3 For companies with at least
50 employees, the Bay Area program overrides the San Francisco,
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Berkeley, and Richmond ordinances, meaning that large employers
in those three locations register with the BAAQMD rather than their
own cities.

The first East Coast commuter benefit requirements began on
January 1,2016, in both New York City and Washington, DC. The
New York City Affordable Transit Act applies to most employers with
atleast 20 full-time employees, requiring companies to either allow
their employees to pay for transit expenses with pre-tax income or
provide transit passes directly.3® The District of Columbia Employer
Transit Benefit Ordinance applies to all employers with at least 20
employees and allows employers to choose among offering employees
the opportunity to pay transit expenses with pre-tax money, directly
paying for or reimbursing transit expenses, or providing a free vanpool
or bus to employees.” Additionally, there is a provision allowing the
mayor to expand these transit benefits requirements to employers
with fewer than 20 employees starting in 2017. Federal workers, a
sizeable fraction of the DC workforce, already had access to transit
benefits, and the ordinance expands access to these benefits to other

workers in the city.

36. City of New York, Local Law 53 of 2014: Mass
Transit Benefits, http://rules.cityofnewyork.us/
content/mass-transit-benefits.

37. Washington Metropolitan Area Transit

Authority, District of Columbia Employer 1 Throughout 2014, members of the advocacy group Riders Alliance rallied in
Transit Benefit Ordinance, web.archive.org/ support of New York City's transit benefit ordinance, arguing that it would
web/20170727184611/https://www.wmata. make transit more affordable for hundreds of thousands of workers. Their
com/about/business/smartbenefits/transit- support was critical for passage of the law.

benefit-ordinance.cfm. Photo is courtesy of Riders Alliance
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Table 1:

Comparison of Commuter Benefits Ordinances and Requirements

EmployersCovered Compliance Options

New York, NY

Employers with 20+
full-time employees,
with some exceptions

D

Allow employees to use pre-tax income, up to $255 per
month, to pay transit or vanpool costs.

Washington, DC

Employers with 20+
employees

D

2)

Allow employees to use pre-tax income, up to $255 per
month, to pay transit or vanpool costs.

Reimburse or subsidize monthly transit or vanpool costs at
least up to the cost of a transit pass.

Provide a vanpool or bus.

San Francisco, CA

Employers with
20+ full-time, part-

Allow employees to use pre-tax income, up to $255 per
month, to pay transit or vanpool costs.

time, or temporary  2) Reimburse or subsidize monthly transit or vanpool costs at
employees least up to the cost of a MUNI Fast Pass "A."
3) Provide avanpool or bus.
4) Offer combination of the above.
Berkeley, CA Employers with 10+ 1) Allow employees to use pre-tax income, up to $255 per
employees who work month, to pay transit or vanpool costs.
10+ hours per week 2) Reimburse or subsidize monthly transit or vanpool costs at
least up to the cost of a transit pass.
3) Provide a vanpool or bus.
Richmond, CA Employers with 10+ 1) Allow employees to use pre-tax income, up to $255 per
employees who work month, to pay transit or vanpool costs.
10+ hours per week 2) Reimburse or subsidize monthly transit or vanpool costs at
least up to the cost of a transit pass.
3) Provide a vanpool or bus.
4) Offer an alternate pre-approved benefit.
Bay Area, CA Employers with 50+ 1) Allow employees to use pre-taxincome, up to $255 per

full-time employees

2)

3
4)

month, to pay transit or vanpool costs.

Reimburse or subsidize monthly transit or vanpool costs at
least up to $75.

Provide a vanpool or bus.

Offer an alternate pre-approved benefit.
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39.

40.
41.

42.
43.

Daniel Soto, San Francisco Department of the
Environment, San Francisco Commuter Benefits
Ordinance: Implementing Commuter Benefits
Ordinances Panel, PowerPoint. 5.

Bay Area Air Quality Management District and
Metropolitan Transportation Commission, Bay
Area Commuter Benefits Program: Report

to the California Legislature, 2016, 13, web.
archive.org/web/20170727185329/http://
www.baagmd.gov/~/media/files/planning-and-
research/commuter-benefits-program/reports/
commuter-benefits-report.pdf.

Ibid., 12.

San Francisco Department of the Environment,
San Francisco Commuter Benefits Ordinance:
2012-13 Annual Report, 2014, 30, web.
archive.org/web/20170727185838/https://
sfenvironment.org/sites/default/files/fliers/
files/sfe_tr_cbo_annual_report_2013.pdf.

Ibid., 13-14.

Ibid., 13.

The two most established commuter benefit programs, in San
Francisco and the broader Bay Area, have successfully expanded the
number of employers offering transit benefits. In San Francisco, 37
percent of employers with transit benefit programs began offering
them in response to the ordinance.3® At least 60 percent of companies
registered with the BAAQMD and based in Alameda, Contra Costa,
Napa, Santa Clara, Solano, and Sonoma counties reported that the Bay
Area program led them to create transit benefit programs for the first
time.* Additionally, companies that already offered some commuter
benefits expanded their programs after the law was passed. Overall,
55 percent of all Bay Area employers that have registered transit
benefit programs have offered at least one new benefit because of the
requirement.+°

Programs such as the San Francisco requirement have even
had impact outside city limits. Of all companies that offered transit
benefits to San Francisco employees in 2013, 61 percent also offered
benefits to all their workers nationwide. Additionally, one-fifth of
these national programs were started as a result of the San Francisco
ordinance.#

Effects on Employee Participation and
Travel Behavior

Commuter benefits ordinances in the Bay Area have resulted in more
employees accepting transit benefits and using transit.

In 2013, 23 percent of San Francisco workers with access to transit
benefits chose to take advantage of them. The participation rate
was only 15 percent, however, among employees at companies that
had started offering these benefits because of the ordinance.# This
could be because workers at businesses newly offering benefits may
be less frequent users of transit (perhaps because the workplace is
not located near transit). It might also take time to build a market for
transit benefits among those who may be inclined to use them. The
San Francisco Department of the Environment is hoping to increase
participation by “working with employers to effectively market the
program and help employees understand the benefits available.”™3

Expanded access to transit benefits is only beneficial if employees
choose to take advantage of them. In the first year of the Bay Area
program, 2.1 percent of people who worked for qualifying employers
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44,
45.
46.

47.

48.

Seenote 3, 5.

Ibid.

New York City Department of Consumer
Affairs, "Statutory Metrics from January 1,
2016 through March 27,2017," web.archive.org/
web/20170727190012/http://wwwl.nyc.gov/
assets/dca/downloads/pdf/about/Commuter-
Benefits-Statutory-Metrics-032717.

New York City Department of Consumer Affairs,
"Commuter Benefits Law FAQs," archived at
web.archive.org/web/20160818190343/http://
wwwl.nyc.gov/site/dca/about/commuter-
benefits-FAQs.page.

See note 46.

reported increasing their transit use because of their new benefits.+
Asaresult, 44,000 people took 4.3 million fewer commutes by car, a
reduction of 86 million vehicle-miles traveled.+

Commuter benefits programs in New York and Washington,
DC, have not yet been evaluated for their effects on transit usage, as
they have been launched only recently. New York City reports that,
through March 2017, the city had distributed more than 70,000
pieces of educational literature about the program. In addition, the
city found that more than 4,000 employees were receiving transit
benefits following interactions between their employers and the city’s
Office of Labor Policy & Standards, suggesting that the total number
of workers newly receiving benefits as a result of the ordinance is
likely higher.4¢ Neither city, however, has a fully developed system or
plan for monitoring and tracking the effectiveness of the ordinance in
changing behavior, making it difficult to learn and apply lessons from
their experiences to improve the programs in those cities or elsewhere.

Approaches to Enforcement

Cities with commuter benefits ordinances can encourage compliance
by using “carrots” (e.g., technical and marketing assistance) to
make it easier for businesses to offer benefits to their workers or by
wielding regulatory “sticks” (e.g., warnings and fines). To date, cities
have tended to rely mainly on a “carrot”-based approach, with early
adopters of commuter benefits ordinances only now beginning to take
enforcement action.

The New York City Department of Consumer Affairs (DCA)
was not permitted under the terms of the city’s ordinance to issue
fines for violations during the first six months the law was in effect,
and the agency has continued to focus primarily on education since
that period ended.# Through an advertisement campaign targeted
at both employers and employees, the DCA has directed people to
read its website or call with any questions. As of March 2017, thirteen
complaints had been filed with the city regarding enforcement of the
ordinance, with six of those complaints resulting in businesses coming
into compliance with the law.4?

In the Bay Area, local officials have placed a similar emphasis on
outreach and education over enforcement. Extensive resources are
available on the program website, and most counties have designated

44



49.

50.

51.

CHEKLIST

01

+ AKX

|mp|ementing Option 1.
Employee-Paid
Pre-Tax Benefits

Step 1: Coordinate within your organization

@ e

Step 2: Conduct a commute survey (optional)
Step 3: Decide how to administer the program
Step 4: Create a Commuter Benefits Policy

Step 5: Promote the program to your employees

Step 6: Set up payroll deductions

®
®
®
®
®

Step 7: Enroll employees in the program

The public agencies charged with administering
commuter benefits ordinances have typically
taken an approach that is heavy on assistance,
not enforcement. Pictured here, an example of
informational materials from Washington, DC.
The PDF is courtesy goDCgo

511 SF Bay, "Commuter Benefits Program:
Program Options," web.archive.org/
web/20170727190231/http://511.0rg/
employers/commuter/program.

Kamala Parks, Associate Transportation Planner,
City of Berkeley, personal communication,
August 15,2016.

Daniel Soto, Commute Smart Program
Associate, San Francisco Department of the
Environment, personal communication, August
17,2016.

employer-services representatives who can collaborate with
companies to develop workable implementation plans.+

Because of limited resources, Berkeley has been unable to
put much time into either outreach or enforcement. Its system is
“complaint-driven,” meaning that workers need to complain that
their companies do not offer the mandated benefits in order for the
transportation department to take action—a situation that has not
happened frequently.s® Because the commuter benefits program has
not been widely advertised, the rarity of these complaints may be the
result of low awareness of this program among employees rather than
high compliance rates.

San Francisco, with the nation’s oldest local commuter benefits
ordinance, has recently transitioned to an increased emphasis on
enforcement. During the program’s first five years, city officials
focused predominantly on outreach and education, collaborating with
companies to find a vendor or combination of benefits that worked for
them. The city did not start issuing warnings or fines until 2015, when
80 percent of applicable companies had already registered with the
program.s*
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52. South Carolina General Assembly, S. 218, 122nd
session (signed by governor April 5,2017), web.

archive.org/web/20170509201511/http://www.

scstatehouse.gov/sess122_2017-2018/bills/218.
htm.

Lessons from Commuter Benefits Ordinances

The early experiences of cities that have adopted commuter benefit

ordinances suggest a few lessons:

A commuter benefits ordinance can be an effective toolin
expanding the number of people using transit and other
alternatives to driving during rush hour.

Effective ordinances are backed up with investmentsiin
marketing and technical assistance to employers in the
context of robust transportation demand management
programs. (See page 49.)

Commuter benefits ordinances can include options that go
beyond those eligible for tax-free treatment under federal
law. As a result, they can serve as a laboratory for policy
innovation.

To eliminate confusion and simplify enforcement, the
ordinance should clearly state the specific types of benefits
that must be offered by employers.

Tracking employer compliance with the ordinance, as well as
changes in benefits usage and commuting behavior among
workers covered by the ordinance, is critical not only for
enforcement but also to document whether it is an effective
and worthwhile use of public and private resources.
Additional data may provide further support for the
effectiveness of commuter benefits ordinances in reducing
single-occupant work commuting.

Cities should also advocate for their continued right to adopt local

policies to expand commuting options for their residents and workers.

In April 2017, for example, South Carolina adopted legislation that

bans local governments from requiring employers to ofter specific

benefits to their employees, a law that applies to commuting benefits.s
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US Department of Transportation,

Federal Highway Administration,
Contemporary Approaches to Parking

Pricing: A Primer, undated, web.archive.
org/web/20170727190603/http://www.
mayorsinnovation.org/images/uploads/
pdf/12_-_FHWA_DOT_Approaches_to_parking_
pricing.pdf.

Ibid., The Civic Federation, "City's New

Parking Tax Rates in Effect this Month,”

July 11, 2013, archived at web.archive.org/
web/20150120011240/http://www.civicfed.
org/civic-federation/blog/citys-new-parking-
tax-rates-effect-month..

National Bureau of Economic Research,
"Marginal Tax Rates by Income Type," users.
nber.org/~taxsim/marginal-tax-rates/. Based
on average marginal federal income tax rate
onwage income of 23.2 percent, state income
tax rate of 4.25 percent, and payroll tax rate of
7.65 percent. Note that while most states follow
the federal definition of taxable income (and
therefore incorporate the parking tax exclusion
by definition), a few do not.

Toillustrate: with a parking tax of 54%, an
individual would need to earn $1.54 in income to
pay for $1 of parking. Similarly, if the commuter
parking benefit were to be repealed and the
value of an employee's parking spot were taxed
at 35.1%, the individual would need to make
$1.54 to obtain parking worth $1 [$1.54 x (1 -
0.351) = $1].

Tax Parking and Invest in
Better Transportation

If the federal income tax exclusion for commuter parking provides an
unwarranted tax subsidy for parking, local governments can assess
local taxes on parking that recoup some of the cost of that subsidy for
the public.

Cities generally assess parking taxes on commercial lots and
garages (with some exceptions, see below), and assess the tax either
ataflat rate or as a percentage of the parking charge.s3 In large cities,
parking taxes range from New York’s 18.4 percent to 20 percent in
Chicago and Philadelphia to 25 percent in San Francisco and 37.5
percent in Pittsburgh.5+

These rates of taxation may seem high, but they are insufficient to
cancel out the tax incentive for commuter parking for many workers.
In 2015, the combined average marginal tax rate for federal income
tax, the employee share of federal payroll tax, and state income tax
was 35.1 percent. The commuter parking benefit exempts workers
from paying this tax on the value of employer-provided parking.

To fully counteract that subsidy, municipalities would need to tax
employee parking at a rate of roughly 54 percent—well above even the
highest parking taxes assessed in American cities.s®

Most parking taxes fail to counteract the effect of tax-free
treatment of employer-provided parking in another way as well: they
apply only to commercial parking facilities, not to the “free” parking
offered by employers at their facilities. Several cities around the world
have implemented taxes that apply to parking spaces regardless of
whether they are provided for free or at a cost.s

Parking taxes can be even more powerful when the revenue is
used to expand or improve the transportation options available in a
given area—providing alternatives to drive-alone commuting that can
benefit both commuters and the broader community. Cities in the
United States and worldwide have adopted this approach.
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web/20170120212229/http://ville.montreal.
gc.ca/portal/page?_pageid=44,57217573&_
dad=portal&_schema=PORTAL; San Francisco
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Parking Supply and Utilization Survey, November
2016, archived at https://web.archive.org/
web/20170120212409/http://www.sfcta.
org/sites/default/files/content/Planning/
ParkingSupply_and_Utilization/Parking_Supply_
final_report_11.29.16.pdf.

TransLink, "Motor Vehicle Parking,” TransLink Tax
Bulletin 105, revised 2017, http://www.translink.
ca/-/media/Documents/about_translink/
parking_tax/bulletins/2017/Translink_Parking_
Tax_Bulletin_105.pdf.

Urban Land Institute Louisiana, Study on Parking
Benefit Districts and Opportunities for New
Orleans, June 10, 2012, archived at web.archive.
org/web/20150906183232/http://uli.org/wp-
content/uploads/2012/12/ULI-LA-Study-on-
Parking-Benefits-District-for-New-Orleans-
FINAL.pdf.

Angie Schmitt, "One British City's Transit
Solution: Tax Parking,” Streetsblog USA,
January 13,2017, archived at web.archive.org/
web/20170115165912/http://usa.streetsblog.
org/2017/01/13/one-british-citys-transit-
solution-tax-parking/.

Campaign for Better Transport and Nottingham
City Council, Workplace Parking Levy:
Nottingham, www.cbtthoughtleadership.org.
uk/WPL-Briefing-Nottingham.pdf.

Ibid.

Transport for New South Wales, Review of the
Parking Space Levy Act 2009; Review of the
Parking Space Levy Regulation 2009: Discussion
Paper, October 2016.

48

San Francisco allocates four-fifths of its 25 percent tax on
parking to the Municipal Transportation Fund, which
supports operations of the city's transit system.>® TransLink,
the transportation agency serving metropolitan Vancouver,
also assesses a tax on "parking rights" throughout the region,
with revenues flowing toward transit and roadway
improvements.*®

Many cities have implemented "“parking benefits districts"
that use revenue from parking meters within neighborhood
boundaries to pay for local street, sidewalk, and transit
improvements. Boulder, Colorado, which has the nation’s
oldest parking benefits district, has used revenues from
on-street parking and municipal lots to fund bus passes for
city employees and discounted bus passes for workers, as
well as its bikeshare program.®® The parking fees collected by
Boulder and other cities with parking benefits districts are
not taxes, but they suggest one mechanism by which parking
tax revenue could be reinvested locally.

Nottingham, a midsized city in England, provides another
example of what a “tax and reinvest" policy might look like.
The city assesses an annual fee of about $465 per space for
employers who own more than 11 parking spaces.®! Revenue
from the tax has been dedicated to the addition of two tram
lines, improvements in transit stations and local bus service,
and transportation demand management partnerships with
local employers.%? An evaluation of the program found an
increase in public transportation usage and the number of
employers locating in the city, without any increase in car
traffic.t®

The government of New South Wales, Australia, which
includes Sydney, levies a tax on parking spaces within
specified districts. The taxes affect both commercial and
"free" parking. The parking tax raises approximately $100
million per year, which is primarily used to fund public
transportation and commuter park-and-ride lots.** Australia
is also one of the nations that taxes employer-provided
parking as a fringe benefit. (See page 60.)



Enlist the Private Sectorin
Expanding Transportation
Options

Reducing rush-hour automobile commuting is a goal that local
governments, residents, and businesses have rallied around in dozens
of cities. Businesses often bear the expense of providing parking for
their employees, and they also bear the cost of reduced productivity
associated with congestion and long commutes. A growing body of
evidence suggests that, compared to drive-alone commuting, workers
who walk, bike, carpool, or ride transit to work arrive energized and
refreshed, and experience lower rates of mental health issues.®

Cities have used a combination of voluntary programs and

mandatory regulations to get employers to provide incentives

3 Revenues from the city of Nottingham, England's  and support for workers who carpool, take transit, walk, bike,
workplace parking levy have been used to fund
extensions of the city's tram network. Photo by
Dave Hitchborne under a Creative Commons
License. programs include:

or telecommute, in what are often referred to as transportation
demand management (TDM) efforts. Typical practices of TDM

® Providing information.
Promoting the business benefits of transportation demand
management to employers.

® Developing comprehensive programs with mutually
reinforcing services across a variety of travel modes.

® Providing incentives for transit and alternative modes.

65. Charis Loong, Dea van Lierop, and Ahmed El- ® Creating disincentives for driving (through parking and
Geneidy, "On Time and Ready to Go: An Analysis pricing policies, etc.)
of Commuters' Punctuality and Energy Levels at
Work or School," Transportation Research Part
F: Traffic Psychology and Behavior 45: (2017) ® Establishing caps on trips to or from a given area.%®
1-13, doi: 10.1016/j.trf.2016.11.014; Nicholas N.
Ferenchak and Matin Katirai, "Commute Mode
and Mental Health in Major Metropolitan Areas,”
Transportation Letters 7, no. 2 (2015): 92-103, more efficiently by requiring new development to provide access to
doi: 10.1179/1942787514Y.0000000040.

66. Mobility Lab, "What Is TDM?," archived at web.

Creating ordinances that reinforce TDM goals.

. Inrapidly growing cities, city governments are attempting to grow

transportation options in addition to, or instead of, parking. One of the

. S .
archive org/web/20161111152403/http:// most comprehensive development-based policies is San Francisco’s
mobilitylab.org/about-us/what-is-tdm/. “Shift” TDM law, enacted in 2017.% Under the law, most multifamily

67. City and County of San Francisco Planning buildings and commercial buildings over 10,000 square feet must

Department, "SHIFT: Transportation Demand
Management (TDM)," sf-planning.org/shift-
transportation-demand-management-tdm. reduce driving by tenants. These include:

include a number of incentives, amenities, and other strategies to

49



68.

69.

TransitCenter's All Transportation is Local
report (available at transitcenter.org) outlines
city policies that support transit, including
parking reforms and transportation demand
management. Photo is courtesy Objective
Subject.

Donald C. Shoup for the California Air
Resources Board, Evaluating the Effects

of Parking Cash Out: Eight Case Studies,
September 1997, archived at web.archive.org/
web/20170509204410/https://www.arb.
ca.gov/research/apr/past/93-308a.pdf.

Luz Lazo, "DC Wants Employers to Pay Workers
Not to Drive to Work," Gridlock, Washington
Post, March 17,2017, www.washingtonpost.
com/news/dr-gridlock/wp/2017/03/17/d-c-
wants-employers-to-pay-workers-not-to-drive-
to-work/?utm_term=.5ed43d4fd37d.

® Reducing the amount of provided parking, charging tenants
for parking, and unbundling parking (separating the cost to
rent or buy a unit from the cost torent or buy a
parking space).

® |nvesting in pedestrian or bicycle infrastructure or on-site
amenities.

® Providing free or discounted transit passes and carsharing or
bikesharing memberships for tenants.

® Adopting land-use strategies, like the inclusion of affordable
housing (low-income tenants have been shown to drive less)
and on-site day-care facilities and grocery storesin
neighborhoods that lack them (which reduces the need for
tenants to make lengthy trips).

Similar requirements exist in communities large and small,
including in Cambridge, Massachusetts; Bloomington, Minnesota;
Washington, DC; and Arlington County, Virginia. These provisions
build support for transit and active transportation into new
development, allowing cities to grow without generating more traffic.
(Tolearn more about these and other local development policies that
support a balanced transportation system, read TransitCenter’s All
Transportation is Local policy guide.)

Other jurisdictions have adopted or considered “parking cash-
out”—a policy that requires businesses that offer free parking to
their employees to give non-driving workers a cash payment of
equivalent value. Parking cash-out can benefit employers by reducing
the number of parking spaces they must rent to provide to their
employees. It also benefits workers, the transportation system, and
the environment by eliminating a powerful incentive for employees
to drive to work alone. California adopted a parking cash-out law
for certain employers in 1992, but many exemptions as well as a lack
of enforcement have limited the implementation of this policy. A
1997 survey of California employers who had implemented parking
cash-out found that drive-alone commuting to work declined by 17
percent. Efforts are now underway to improve enforcement of the
California law, and the District of Columbia is considering a similar
measure.®

Other cities and states require employers or developers to
reduce the number of vehicle trips to their facilities. Cambridge,
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City of Cambridge, Massachusetts, "Parking
and Transportation Demand Management
Ordinance," archived at web.archive.org/
web/20170509210830/http://www.
cambridgema.gov/CDD/Transportation/
fordevelopers/ptdm.

Washington State Department of
Transportation, Commute Trip Reduction
Program Guidelines, archived at web.archive.
org/web/20170510150921/http://www.
wsdot.wa.gov/NR/rdonlyres/9F01509B-
54C3-4871-A5B3-896D556CD57F/0/
CTRPrgroamGuidelines.pdf.

Foursquare Integrated Transportation Planning
for Arlington County Commuter Services,
Transportation Demand Management Strategic
Plan Update: Fiscal Years 2014 to 2031, 2012,
www.commuterpage.com/tasks/sites/cp/
assets/file/accs_tdm_plan_update_small.pdf.
For more details on college TDM efforts, see Will
Toor and Spenser W. Havlick, Transportation

& Sustainable Campus Communities: Issues,
Examples, Solutions, (Washington, DC: Island
Press, 2014); Tom Van Heeke and Elise Sullivan,
Frontier Group, Phineas Baxandall, US PIRG
Education Fund, A New Course: How Innovative
University Programs Are Reducing Driving

on Campus and Creating New Models for
Transportation, February 2014, www.uspirg.org/
sites/pirg/files/reports/US_A_New_Course_
scrn_0.pdf.

Daniel Soto, Commute Smart Program
Associate, San Francisco Department of the
Environment, personal communication, August
17,2016.

Washington State Department of
Transportation, "CTR Overview," web.archive.
org/web/20170727191904/http://www.wsdot.
wa.gov/ Transit/CTR/overview.htm.
Washington State Department of
Transportation, "CTR Board Members," archived
at web.archive.org/web/20170120215255/
http://api.ning.com/files/p-XRgTleFsHiciEm5E
R2b749leba7fS3PSELNh*brKmi9Chi8BIKcujXbF
mh8EgAAby70Fzm3qVByMUeKNFPGY9IdZHKa
Zi/CTRBoardMembers2016.pdf.

Massachusetts, for example, has a Parking and Transportation
Demand Management Ordinance that requires large, nonresidential
facilities adding 20 or more parking spaces to meet specific mode-
share targets, adopt TDM measures, and monitor and report their
progress.”° Washington State’s Commute Trip Reduction Law requires
employers with more than 100 workers in specified areas of the state
to adopt plans designed to reduce the number of solo car commuters
to their workplaces.”

The presence of high-quality, well-resourced TDM programs can
help businesses to expand the range and improve the quality of the
commute options available to their employees. TDM programs have
shown impressive results in shifting travel habits. Arlington County,
Virginia, for example, operates a comprehensive TDM program
that, as of 2011, was helping to shift more than 40,000 car trips per
workday to higher-occupancy modes of travel—reducing vehicle-
miles traveled, congestion, and pollution.” The program has a goal of
reducing the share of trips taken by single-occupancy vehicles by 0.5
percent each year for the next 20 years. Many colleges and universities
have created similar programs aimed at students and staff.”s

Cities that are looking to counteract the effect
of the parking tax subsidy can use TDM efforts in
several ways:

First, they can use TDM programs to disseminate information about
how best to comply with commuter benefits ordinances. The city of
San Francisco, for example, provides employers with lists of third-
party transit benefit administrators they can use to help them comply
with the law.7

Second, TDM programs can participate in decisions about
the distribution of revenues from parking taxes or other sources
of revenue. Washington State’s Commute Trip Reduction Board
isempowered by law to allocate grants to help large businesses
comply with the requirement to develop plans to reduce drive-
alone commuting.”s The board consists of state, regional, and local
government officials, business leaders, transit agency representatives,
and citizens.”s

Third, TDM programs can use a wide range of innovative
strategies to encourage workers to share rides or leave their cars
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78.

79.

MassCommute, "MassCommute Bicycle
Challenge 2016," archived at web.archive.
org/web/20161223182436/http://
masscommutebicyclechallenge.org/.

Golloyd, 2016 Annual Report, archived at
web.archive.org/web/20170120215513/
https://staticl.squarespace.com/
static/54652e5ee4b07f2a501a5725/t/570410
92b09f95d76fd667ad/1459884187012/2016
Gol Loyd_ReportWeb.pdf.

Two-thirds: US Department of Transportation,
"Funding of TDM Programs,” in Integrating
Demand Management into the Transportation
Planning Process: A Desk Reference, August
2012, ops.fhwa.dot.gov/publications/
fhwahop12035/index.htm#toc. $40 million:
Based on data from the US Department of
Transportation, CMAQ Public Access System,
https://fhwaapps.fhwa.dot.gov/cmag_pub/.
Includes only spending labeled "Transportation
Demand Management.” The CMAQ program
also supports programs such as ridesharing
and transitimprovements that are sometimes
supported by Transportation Management
Associations and other agencies concerned with
TDM strategies; federal funding for highways
from Federal Highway Administration, 2015
Status of the Nation's Highways, Bridges, and
Transit: Conditions and Performance, 2016,
www.fhwa.dot.gov/policy/2015cpr/index.cfm.

athome. Often, these programs are carried out by Transportation
Management Associations (TMAs), public-private organizations that
bring businesses, government, and nonprofits together to develop
solutions to employee transportation challenges. Approachesused by
TMAs include:

® Anannual "Bicycle Challenge" organized by MassCommute, a
statewide association of TMAs in Massachusetts, in which
workplaces compete to bike the most miles over the course of
asingle week. In 2016, nearly 2,500 riders logged more than
150,000 miles in the Challenge—a new record.””

® A"transportation store” that dispenses transit fares, bike
gear, and maps and works to improve biking and walking
conditions within the district operated by Portland, Oregon’s
"Go Lloyd"” TMA.”®

o "Mobility Lab," which serves as a national resource for
research, best practices, and innovation in TDM, sponsored
by Arlington County’'s Commuter Services agency.

TDM efforts receive only a tiny fraction of the funding provided to
highway expansion or maintenance. Federal funding, which supplies
two-thirds of all government TDM funds in the US, amounted to $40
million in 2014, equivalent to about 0.1 percent of federal funding

for highways.”® By allocating funds—including funds raised through
parking taxes and other means—to TDM activities, cities can help

to counteract the habits, cultural norms, and subsidies that push
workers to commute to work alone by car and can often help them find
healthier, cheaper, and more efficient ways to get to work.
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CATEGORY

SAN FRANCISCO

TRANSPORTATION
DEMAND MANAGEMENT
MEASURES
MEASURE DESCRIPTION PONTS
1151 Improve Walking Provide to encourage walking . 1
Options A - B
{[(l[=2 " Bicycle Parking: Provide secure bicycle parking, more spaces given more points sose  1-4
Options A -D
{[(\[5:) | Showers and Lockers Provide on-site showers and lockers so commuters can travel by active . 1
modes
{[4(l[=\ Bike Share Membership: Provide Bike Share memberships for residents and employees (1 point) oo 1.2
Locations A - B additional point i the project site is within the Bike Share network
|[J[l[37) Bicycle Repair Station Provide on-site tools and space for bicycle repair . 1
{[il[=1:1 Bicycle Maintenance Services  Provide repair services through an on-call mechanic or vouchers to a . 1
local shop
{(i|[= " Fleet of Bicycles Provide an onsite fleet of bicycles for residents, employees, and/or . 1
guests to use
([} Bicycle Valet Parking For large events. Provide monitored bicycle parking for 20% of guests, . 1
(SIS Car-share Parking & Several options for providing car-share parking and memberships, sosee 1-5
Membership: Options A - E more points given for higher levels of participation
(/AN Delivery Supportive Amenities  Facilitate deliveries with a staffed reception desk, lockers, or other . 1
accommodations
([Z\FN  Provide Delivery Services Provide delivery of products (groceries) or services (dry cleaning) . 1
[L-1 | Family TDM Amenities: Provide storage for car seats near car-share parking, cargo bikes and oo 1.2
Options A-B shopping carts
[l Onssite Childcare Provide on-site childcare services oo 2
/\[L: Family TDM Package Provide a combination of car-share parking and memberships and oo 2
family amenities
Contributions or Incentives for 25, 50, 75, or 100% subsidies for sustainable transportation use (e.g. escccses 2-8
Sustainable Transportation: Muni fast pass), more points given for higher rate of subsidy
Options A - D
Hov-2 Shuttle Bus Service: Provide shuttle bus services, more points given for more frequent
Options A- B service
Vanpool Program: Provide vanpool services to employees, more points for serving larger 1-7
Options A-G projects
INFO-1 Multimodal Wayfinding Provide directional signage for locating transportation services (shuttle . 1
Signage stop) and amenities (bicycle parking)
ronuenons
coummenons Real Time Transportation Large screen or monitor that displays, at a minimum, transit arrival and . 1
Information Displays departure information
Tailored Transportation Provide residents and employees with information about travel options, 1-4
Marketing Services: more points given for providing more marketing services
Options A -D
Healthy Food Retail in Proving healthy food options (restaurants, grocery stores) in an area oo 2
_E Underserved Area identified as being underserved
(e On-site Affordable Housing: Providing on-site affordable housing as part of a residential project, esee 1-4
Options A - D more points given for a higher percentage of affordable units or deeper
level of affordability
Unbundle Parking: Separating the cost of parking from the cost of rent, lease or ownership, 1-5
Locations A - E more points given for projects located in areas where parking is more
constrained
e
g o ’
Parking Pricing No parking rates discounted beyond a daily pass, no weekly, monthly, oo 2
or annual passes allowed.
Parking Cash Out: Employees who are provided free parking must also have the option to oo 2
Non-residential Tenants take the cash value of the space in lieu of the space, itself
Parking Supply: Provide less accessory parking than the neighborhood parking rate, ecoccccecce 1-11
Options A - K more points given for greater reductions
plots andHovs % reduction in VM

NOTE

5 SanFrancisco's 'SHIFT' program requires
most new development to include an array of
measures aimed at reducing driving by tenants,
visitors, and residents. Graphicis via San
Francisco Municipal Transportation Authority.
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80. For historical background, see TransitCenter
and Frontier Group, Subsidizing Congestion,
Appendix B (see note 1).

America’s system of
subsidizing commuter travel
is inefficient, inequitable, and
without a coherent public
policy purpose.

States, regions, and cities can adopt policies that overcome the
negative effects of the parking tax subsidy—for example, by requiring
employers to offer commuter transit benefits, taxing parking, and /or
supporting transportation demand management programs. But, in
the long run, the nation should align the tax treatment of commuter
transportation with its overall transportation policy goals.

Doing so will be politically difficult. Drive-alone commuters in the
United States have enjoyed tax-free parking at or near the workplace
since the dawn of the Automobile Age. The intense pushback against
Internal Revenue Service efforts to tax commuter parking as a
fringe benefitin the 1970s led to the creation of the current system
of commuter benefits.®° Proposals to tax anything tend to generate
political heat, while proposals that would increase the cost to the
government of transit and vanpool benefits may run into resistance
because of their impact on the federal budget.

Though systemic reform to commuter benefits may take time, it is
important that advocates and decision makers begin now to consider
strategies to eliminate the commuter parking benefit, reform transit
benefits by including emerging modes of travel, and expand access to
transit benefits.
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US Department of Transportation,
Transportation for a New Generation: Strategic
Plan, Fiscal Years 2014-18, 2015, archived at
web.archive.org/web/20161109153529/https://
www.transportation.gov/sites/dot.gov/files/
docs/2014-2018-strategic-plan_0.pdf.
American Association of State Highway and
Transportation Officials, "Brief 2: The Role of
Commuting in Overall Travel,” in Commuting

in America 2013: The National Report on
Commuting Patterns and Trends, May 2013,
web.archive.org/web/20170727192147/http://
traveltrends.transportation.org/Documents/
B2_CIA_Role%200verall%20Travel_web_2.pdf.
See, for example, Shih-Che Lo and Randolph

W. Hall, "Effects of the Los Angeles Transit
Strike on Highway Congestion,” Transportation
Research Part A: Policy and Practice 40, no. 10
(2006): 903-17, doi: 10.1016/j.tra.2006.03.001;
Michael L. Anderson, "Subways, Strikes, and
Slowdowns: The Impacts of Public Transit on
Traffic Congestion” (working paper no. 18757,
National Bureau of Economic Research, 2013),
doi: 10.3386/w18757.

Kai Zhang and Stuart Batterman, "Air Pollution
and Health Risks Due to Vehicle Traffic," Science
of the Total Environment 15 (April 2013): 307-16,
doi: 10.1016/}.scitotenv.2013.01.074.
JonathanI. Levy, Jonathan J. Buonocore, and
Katherine von Stackelberg, "Evaluation of the
Public Health Impacts of Traffic Congestion: A
Health Risk Assessment,” Environmental Health
9,n0. 65 (2010), doi: 10.1186/1476-069X-9-65.
Matthias Sweet, "Traffic Congestion’'s Economic
Impacts: Evidence from US Metropolitan
Regions,” Urban Studies 51, no. 10 (2014): 2088-
110, doi: 10.1177/0042098013505883.

US Department of the Treasury and the

Council of Economic Advisors, A New

Economic Analysis of Infrastructure
Investment, March 23, 2012, web.archive.
org/web/20170727192244/https://www.
treasury.gov/resource-center/economic-policy/
Documents/20120323InfrastructureReport.pdf.

Step 1: Give Commuter
Benefit Programs a Clear
Purpose

The US Department of Transportation (US DOT) and similar bodies
atthe state and local level have adopted strategic goals for their
management of transportation systems. In the case of US DOT, those
goals have included:

Improving safety

Keeping the transportation system in a state of good repair
Enhancing economic competitiveness

Fostering quality of life in communities

Ensuring environmental sustainability®*

There are many policy measures and expenditures of public funds
that can support achieving these goals. Commuter benefits policies
can play a particularly important role by targeting one of the most
damaging ways in which we use motor vehicles: to commute to and
from workplaces during rush hour.

Commuting represents only about 16 percent of all vehicle trips
nationwide and only 28 percent of household vehicle-miles traveled.®
Each commute trip, however, has the potential to create outsized
impacts on the economy, health, and safety:

® Even small changes in vehicular commuting greatly increase
traffic congestion.®?

® Congestion adds to the health threats posed by vehicular air
pollution—both for drivers themselves and for those living
adjacent to roadways—with additional traffic adding
significantly to the risk.?* A study by researchers at the
Harvard School of Public Health estimated that congestion
imposed $31 billion in public health damage and contributed
to 4,000 premature deaths in major cities in 2000.%°

® Congestion constrains economic activity and job growth
in cities.®

e Congestion wastes fuel, contributing to global warming.®’
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A sensible commuter benefits program would clearly signal

to businesses and workers that options other than drive-alone
commuting are preferred. Articulating a clear purpose for the program
can help citizens and decision makers evaluate and reform the

current system of commuter benefits to support the nation’s overall
transportation goals.
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Step 2: Reform Commuter
Benefits to Reflect That
Purpose

Any program of commuter tax benefits should adhere to a few

principles:

® First, the program should seek to be cost-effective—
removing as many vehicles from the road as possible for a
given investment of resources.

® Second, the program should seek to be as equitable as
possible—reaching potential beneficiaries in an equal and
nondiscriminatory way and distributing resources in a way
that does not reinforce income inequality or other divisions.

® Finally, the program should be clear and easy to administer—
creating certainty for businesses required to comply,
individual workers claiming benefits, and the government
officials charged with enforcement.

No program of commuter benefits is likely to be perfect by these
measures, but by keeping them front and center in public policy
debates, it is possible to maximize the effectiveness of any set of
tax benefits.

Limit the Parking Benefit

The commuter parking benefit is out of step with the nation’s
transportation policy goals. Eliminating this benefit, however, is easier
said than done, and not just for political reasons.

For those employers who provide parking at no cost to their
employees in lots that they own, or who contract for employee parking
as part of their building lease, eliminating the parking benefit will
require them to take the extra step of estimating and reporting the
“fair market value” of the parking they provide to their employees—a
calculation for which the IRS has provided little clear and consistent
guidance.

Providing employers with clear and consistent guidance on how to
value parking can reduce administrative burdens and assure fairness.
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14.53 Euro, converted to US currency using
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Finnish Tax Administration, In-Kind Benefits
(Fringe Benefits) 2016, web.archive.org/
web/20170727192359/https://www.vero.fi/
en/detailed-guidance/decisions/47380/in-kind-
benefits-fringe-benefits-2016-/.

Irish Tax and Customs, Employer's Guide to

PAYE, updated November 2015, archived at web.
archive.org/web/20170727192724/http://www.

revenue.ie/en/tax-professionals/tdm/income-
tax-capital-gains-tax-corporation-tax/part-
42/42-04-35.pdf.
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Employers Guide, archived at web.archive.
org/web/20160914224242 /https://www.ato.
gov.au/General/Fringe-benefits-tax-(fbt)/In-
detail/Employers-guide/Car-parking-fringe-
benefits/?page=2.

Canada Revenue Agency, "Definitions for
Parking," archived at web.archive.org/
web/20160916205517/http://www.cra-arc.
gc.ca/tx/bsnss/tpcs/pyrll/bnfts/tmbl/prkng/
dfntns-eng.html.

Swedish Tax Agency, personal communication,
November 7, 2016.

Todd Litman, Victoria Transport Policy Institute,
Parking Taxes: Evaluating Options and Impacts,
August 29, 2013, www.vtpi.org/parking_tax.pdf.

Nations around the world that tax the value of employer-provided

parking as income have taken a number of different approaches:

59

Standard valuation by zone: In Austria, employees who
receive parking for free during working hours in an area with
restricted parking (like downtowns), have the equivalent of
$16 USD added to their wage base for tax assessment
purposes each month.®8 In Finland, tax authorities establish a
set value for an employer-provided parking space in an indoor
garage, with valuation varying depending on the city and
neighborhood location and whether the garage is heated.®’ In
Ireland, workers in certain urban areas who use employer-
provided parking pay an annual tax of just over $200,
prorated for the portion of the year in which the parking

is used.”®

Specific method for calculating fair market value: Australian
employers can calculate the taxable value of a parking fringe
benefit in five ways, with the recommended method basing
the value on the lowest daily fee charged by a nearby parking
lot.* (See below for more details.)

General method for calculating fair market value: Canada
stipulates that employers must report the fair market value
of the provided parking, minus the amount the employee
contributes (if any). The country offers little guidance as to
how employers can estimate the fair market value but says it
"is the price that could reasonably be charged for the use of
that spot in an open market."2 Employers must be able to
justify the value reported. Tax authorities in Sweden suggest
that fair market value be calculated based on “the value of a
similar parking space in close proximity to the place of work"
but note that comparisons must also account for the
presence of amenities like wall outlets to plug in engine
heaters, which are common in the nation's cold climate.?®
Exemptions: In some countries, rules exempt certain classes
of employees or types of parking from taxation. In Canada,
for instance, parking is exempt from taxation if an employee
parks a car in an employer-provided space fewer than three
days a week, if the place of work is near available "“free"
parking, if the employee needs the car for work, if the
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The commercial parking fee threshold for

2015 was $8.26 Australian, which equaled

$6.17 USD when calculated on September
14,2016, on XE Currency Converter, archived
atweb.archive.org/web/20160914220751/
http://www.xe.com/currencyconverter/
convert/?Amount=8.26&From=AUD&To=USD.
Paul Hamer, William Young, and Graham Currie,
"Do Long Stay Parkers Pay the Melbourne
Congestion Levy?" Transport Policy 21 (2012):
71-84, doi: 10.1016/j.tranpol.2012.02.006.

This was a recommendation in a 2004 letter from
groups representing Australian accountants
concerned about the compliance costs and
burdens of the fringe benefits tax. Taxation
Institute of Australia et al., letter to the
Honorable Mal Brough, Assistant Treasurer and
Minister for Revenue, Re: Fringe Benefits Tax and
Cost of Compliance Issues, August 4, 2004.

employer provides ""scramble parking" in which there are
fewer spaces than employees, or if the employer says it
cannot determine the parking's value. As a result, few
employees actually end up paying the tax.’

A particularly promising method is one used by Australia in
the calculation of'its fringe benefits tax, which taxes employers
(not workers) based on the value of the parking they provide at the
worksite. Under the law, employers pay a fringe benefit tax if an
employee parks for more than four hours during general business
hours at a lot under the control of the employer, near the place
of employment, and there are lots within one kilometer of the
employer’s lot that charge a daily rate of more than $8.26 in Australian
dollars (approximately $6.17 in US dollars).>s

In addition to Australia’s fringe benefit tax for employer-controlled
parking, the country levies a tax on workers if they park at a third-
party lot that is paid for by the employer. A study of parking taxes
in Melbourne found that more than 25 percent of commuters have
parking fees paid by the employer.?® These employees pay a tax at their
employee tax rate based on the cost of the parking received.

A US system built on these principles might do the following:

1. Require the full market value of parking paid for via a cash
transaction (employer-paid or employer-reimbursed) to be
reported as income.

2. For parking that is provided at no charge at a site owned or
leased by an employer:

a. Assess the value of parking based on the average daily
cost of the three nearest parking lots or garages open
to the public. For spaces that are reserved for the use
of a single employee, the comparison should be with the
monthly cost of a reserved parking space at the three
closest garages or lots.

b. Provide businesses the option of choosing to apply a flat
annual valuation in lieu of calculating values specific to
their locations, in order to reduce compliance burdens.””

c. Exempt employers from the need to include the value
of parking in taxable income in areas where parking is
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99. Refer to Methodology on page 73.

typically provided for free or at minimal cost (e.g., no lot
within a half-mile of the worksite charges more than $5
per work day for parking). This provision will eliminate any
administrative burden for the vast majority of employers
in the United States.

Such a system would eliminate much of the ambiguity that makes
enforcement of the current limits on the parking benefit difficult,
while also accounting for the dramatic differences in the value

of parking across and within US cities and limiting compliance
obligations to only those employers providing parking of market value
to their workers. With information about commercial parking lot
prices increasingly widespread in online databases like ParkMe, this
system would be easy to implement compared to when the parking tax
exclusion was first codified in 1984.%%

Should drivers change their travel habits in response to the change
in taxable treatment of parking, the effects could be significant. Based
on standard estimates of the price elasticity of transportation demand,
limiting the commuter parking benefit could be expected to remove
at least 66,000 automobile commuters from the road and reduce the
vehicle-miles traveled in the 25 business districts covered in this report
by 330 million.?
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Modernize the Transit Benefit

While the size of the transit benefit has changed over time, the
structure of the benefit has not fundamentally changed in two
decades. In the meantime, the number of urban transportation
options has greatly expanded as cities have built protected biking
infrastructure and bikeshare networks and mobile devices have
enabled ridehailing and carsharing services. The transit benefit
should be reimagined to reflect the more varied transportation
options available in 21* century cities.

Expand Access to the Transit Benefit

The main problem with the current transit benefit is that it does
not reach enough people to override the negative effects of the
parking benefit.

Cities, regions, and states can expand access to the transit benefit
through the adoption of commuter benefits ordinances (see page
40) and laws. But changes at the federal level could also help to
expand access.

Reforming commuter benefits to expand access to those not in
traditional employer/employee relationships can widen eligibility
for benefits to the self-employed and independent contractors. This
reform is particularly important given the decline in traditional
work arrangements and the rise in contract labor and employment
in the “gig economy.” Excluding workers in nontraditional work
arrangements from commuter benefits programs shuts out millions of
Americans who deserve to have access.

To expand access to the benefits and to ensure equity, the
federal government could create a commuter income tax deduction
that operates in parallel to the existing commuter tax benefit and
is available to those who do not receive the benefit through the
workplace. This deduction would enable taxpayers to deduct the
value of transit passes or other eligible commuter expenses from their
federal taxable income, up to the same dollar limits that apply to tax-
free commuter benefits.

Creating such a deduction raises the concern that employers might
be discouraged from offering the existing transit benefit. Employers
who offer transit benefits, however, still save on payroll taxes and also
benefit from employee satisfaction with the benefits.
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Massachusetts Department of Revenue,
"Commuter Deduction,” archived at web.
archive.org/web/20170509213243/http://
www.mass.gov/dor/individuals/filing-and-
payment-information/guide-to-personal-

income-tax/deductions/commuter-deduction.

html.

Dan Bobkoff, "l Used a Tax 'Loophole’ to Ride
in a Nearly Empty Uber That the Government
Treats Like the Subway,” Business Insider,
October 8, 2016, http://www.businessinsider.
com/how-i-used-pretax-dollars-for-an-
uber-2016-10. Employer-provided vanpools
face additional requirements to be eligible for
tax-free benefits, including ensuring that 80
percent of the miles traveled by the vehicle
are to transport people to or from work and
that the vehicle is generally filled to at least 50
percent of its seating capacity. Public transit
agencies and private companies providing
"vanpool” service, however, are exempt from
thisrequirement. See 26 CFR 1.132-9 21(d).
See also: Patricia Moran, "Can Employees
Commute Tax-Free on Uber or Lyft?" Mintz
Levin Employment Matters blog, September
26,2016, www.employmentmattersblog.
com/2016/09/can-employees-commute-tax-
free-on-uber-or-lyft/.

Via, "Which Commuter Benefits Can

| Use to Pay for Via?," archived at web.
archive.org/web/20161111155259/http://
support.ridewithvia.com/customer/portal/
articles/2003256-which-commuter-benefits-
cards-can-i-use-to-pay-for-via-.

Chariot, "Common Questions About
Chariot," archived at web.archive.org/
web/20161111155543/https://www.chariot.
com/fags.

States may also adopt credits or deductions for transit in their tax
codes. The state of Massachusetts, for example, allows commuters
purchasing Massachusetts Bay Transportation Authority transit
passes to deduct the cost of the passes, up to $750 per year, from their
taxable income for state income tax purposes.’*®

Make Additional Modes of Travel Eligible for the Benefit
Current policies related to commuter benefits were developed prior
to the explosion of technology-enabled shared mobility services in
American cities that began in the early 2010s. As a result, commuter
benefits policies are being used in ways that were not imagined at
the time they were created—and are failing to take advantage of
opportunities for reducing single-occupant automobile commutes
that did not exist decades ago. For example:

Pooled ridesourcing vehicles and microtransit—Uber and

Lyft have partnered with commuter benefits providers in New York
City and elsewhere to allow commuters to pay for the UberPOOL
and LyftLine shared ridesourcing services with tax-free commuter
benefits. Federal rules limit the use of tax-free commuter benefits to
“commuter highway vehicles,” which must seat at least six people (not
including the driver). The rules also exempt private vanpool services
from the “80/50 rule” that is applied to employer- or employee-run
vanpool services, which requires that vehicles used in those services
travel 80 percent of their miles in travel to and from work and have
their seating capacity be more than 5o percent filled.

In the case of UberPOOL and LyftLine, the result is a perverse
situation in which the companies are encouraged to put larger-than-
necessary vehicles on the road to serve people using the transit
benefit, with no guarantee that those rides are actually shared.™

In addition to Uber and Lyft, several private “microtransit”
services such as Via'*2 and Chariot' accept tax-free commuter
benefits for travel on their services (though these services typically
use larger vehicles to serve their regular customers and are explicitly
based on a shared-ride model, and so do not face quite the same
perverse incentives as firms like Uber that supply a variety of vehicles
in a given market and operate taxi-like service).
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Bay Area Council and Metropolitan
Transportation Commission, Bay Area Shuttle
Census, 2 September 2016, archived at web.
archive.org/web/20170725174149/http://mtc.
ca.gov/sites/default/files/2016%20Bay %20
Area%20Shuttle%20Census.pdf.

See article on commuting valuation method by
G.J. Stillson MacDonnell, Littler Mendelson, PC,
"San Francisco Commuter Ordinance—Update
on Enforcement and Enhanced Commuter
Benefits,” ASAP, August 2009, www.littler.
com/files/press/pdf/2009_08_Taxes_SF_
CommuterOrdinance_Update_Enforcement.
pdf.

Letter to undisclosed recipient from Lynne
Camillo, Internal Revenue Service, Office

of the Chief Counsel, no. 2013-0032, July
26,2013, archived at web.archive.org/
web/20161111154532/https://www.irs.gov/
pub/irs-wd/13-0032.pdf.

Employer shuttle buses—Employer-provided commuter shuttles
have grown dramatically in some cities, most notably in the Bay Area,
where “Google buses” or “tech shuttles” have become an important
(and controversial) part of the transit system. As of 2014, employer
shuttles in the Bay Area carried more than 9.6 million riders—a 45
percent increase since 2012. Combined, the shuttles serve more riders
than some of the Bay Area’s suburban fixed-route transit systems that
are accessible to the general public.’>+

These employer-provided shuttles are treated as vanpools under
federal law and can be provided to employees tax-free. However, the
valuation rules traditionally applied to vanpools may be poorly suited
to luxury employee shuttle buses. Travel in such vehicles is subject to
the same $255/month limits as transit service. However, unlike transit
passes, which have a clear and defined “fair market value,” employers
can choose several methods under tax law to calculate the value of
shuttle service, including methods that may establish artificially low
values, reducing government revenues and providing a perverse
incentive for the creation of new private services instead of the
expansion of public transportation.’®s

Shared mobility—Over the last several years, new types of shared
mobility services, including modern bikesharing and one-way
carsharing services like Car2Go have emerged in American cities.
Unlike previous shared mobility modes, such as round-trip carsharing
services, these new one-way modes are suitable for use as part of a daily
commute, either by providing door-to-door transportation themselves
or by serving as first- and last-mile connections to transit systems. Yet,
under a 2013 IRS ruling, bikesharing is not eligible for tax-free commuter
benefits, as bikesharing systems are not considered by the IRS to be
“mass transit facilities.” Indeed, bikesharing is not even eligible for
the bicycle commuting benefit, as that benefit only applies to expenses
related to the purchase, maintenance, and storage of a bicycle.**
Arevised system of commuter benefits would refocus the program
on the goal of reducing single-occupancy vehicle commutes and
eliminate outdated program definitions and perverse incentives that
hamper the program’s ability to respond to 21st-century demands.
Animproved program might extend tax-free commuter benefits to
the following services:
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Holger Haubold, European Cyclists' Federation,
Commuting: Who Pays the Bill?, October

2014, ecf.com/sites/ecf.com/files/141117-
Commuting-Who-Pays-The-Bill_2.pdf.

Cycling Embassy of Denmark, "Tax Incentives
for Bike Commuting,” July 12, 2010, archived at
web.archive.org/web/20161109221511/http://
www.cycling-embassy.dk/2010/07/12/tax-
incentives-for-bike-commuting/.

Public transit passes or fare media.

Employer- or employee-run vanpools and shuttle buses. The
valuation rules for employer-provided shuttle buses should be
revisited to ensure that they are not overly generous relative to
the valuation methods used for public transportation and
other services.

Bikesharing.

Verified shared rides and "first mile/last mile"” connections to
transit via shared mobility services. Current federal rules
enable some trips via shared mobility services to be paid for
through pre-tax earnings, but those rules push providers to use
larger vehicles than necessary and do little to encourage the
actual sharing of rides. Revising the eligibility rules for shared
mobility providers can support the program's intent of
encouraging efficient travel that removes cars from the road.
Verification could occur either on a trip-by-trip basis, or by
providing data on the propensity for rides to be shared
system-wide.

Bicycle commuting expenses, which should be eligible for
pre-tax treatment even when used in combination with other
commuter benefits and be reformed to make the benefit
easier for employees to access.

In addition to these benefits, policy makers may wish to consider the

following options:
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Allowing employers to pay workers tax-free income
corresponding to the number of miles they travel on foot or by
bike in their commutes. Belgium and the Netherlands are
among the countries that enable people who bike to work to
claim these benefits (which are parallel to similar benefits
offered to commuters in those countries who travel to work by
car or via transit). %? Evidence from Belgium suggests that this
system can increase the number of people biking to work. %8
The Netherlands also allows employers to provide employees
with a "company bike," as well as associated gear and
equipment, tax-free.



® Allowing the value of workplace parking to remain tax-free for

employees who travel to work in a carpool. Carpooling is not
specifically advantaged within the current system of tax
benefits, and allowing employers to provide carpool parking
tax-free would both encourage the practice and eliminate the
administrative burden of distributing the value of parking and
corresponding tax costs among various members of a carpool.

The cap on tax-free benefits should remain at approximately the

current level of $255 per month.
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109. Federal Transit Administration, "Bay Area Fair
Value Commuting Demonstration,” Mobility
on Demand (MOD) Sandbox Summary, www.
transit.dot.gov/sites/fta.dot.gov/files/FTA%20
MOD%?20Project%20Description%20-%20
Palo%20Alto.pdf.

Step 3: Collect Dataand
Support Local Innovation

America’s current system of commuter benefits—especially the
parking benefit—has not been the target of comprehensive study.
Given the large investment of public funds involved, that lack of study
presents a missed opportunity to gain information and insights that
might be used to make commuter benefits more effective. The public
and decision makers deserve up-to-date and comprehensive answers
to the following questions:

® How many Americans use commuter benefits, and how much
do they cost federal and state governments?

® Which Americans receive the greatest benefits from
the program?

® How do commuter benefits alter the behavior of businesses
and individuals, affect transportation patterns in our cities,
and shape the economics of parking and transit service?

A major program of reform for commuter benefits should be
accompanied by a clear plan to collect data on how the benefits
are being used, how new tax provisions related to the provision of
commuter parking are being enforced, and what impact the changes
are having on commuter travel behaviors. Given the rapid changes
taking place in both the workforce and the transportation landscape,
the federal government might also consider providing matching
funds or other support to cities or states that implement new or novel
pilot programs to experiment with various models of delivering
commuter benefits.

One example comes from the Federal Transit Administration’s
(FTA) Mobility on Demand program, which supports experiments
that coordinate public transit service and emerging mobility
providers. The FTA has awarded a $1 million grant to the city of Palo
Alto, California, and a consortium of other local governments, transit
agencies, business and civic groups, and private employers.**® The
project will use enterprise software to automate employer-based
commute programs at 11 companies with 27,000 workers, making
it easier to administer transit benefits and other incentives. The
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companies will participate in a unique parking fee and rebate system:
employees who drive alone to work will pay a small fee, and the fee
revenue will go to employees who take transit or find other ways of
getting to work without driving alone. Data from the project will help
local transit agencies plan future routes.
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Conclusion

A federal program that sends checks to people for driving to work—
with the largest checks going to the wealthiest commuters in the
densest cities—would be broadly recognized as counterproductive
and costly. Yet that is exactly what the current federal tax treatment
of workplace parking represents. Taken as a whole, America’s system
of commuter benefits works at cross-purposes with several national
transportation policy goals while imposing large costs on taxpayers
and cities. By reforming commuter benefits to discourage drive-alone
commuting, the nation can target transportation resources where they
do the most good and make the tax system more equitable.

Cities do not have to wait for action in Washington, DC, to begin
undoing the damage caused by the commuter parking benefit.
Through smart, committed policy action, they can begin to lay the
groundwork for reform while improving the quality of life in their
communities.
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Methodology

Cost of Commuter Parking Benefit by Central
Business District

To estimate the cost to taxpayers of the commuter parking benefit for

each of the 25 central business districts (or “commercial downtowns”)

in this report, we used the following data sources and methods:
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The boundaries of the “commercial downtowns" were
defined based on the census tracts used for the analysis in
Downtown Rebirth: Documenting the Live-Work Dynamic in
21st Century American Cities, prepared by Paul R. Levy and
Lauren M. Gilchrist of the Center City District for the
International Downtown Association in 2013, and were
supplied by the Philadelphia Center City District by request.
The number of cars used for commuting into those
commercial downtowns was based on data from the 2006 -
2010 five-year American Community Survey obtained from
the American Association of State Highway and
Transportation Officials (AASHTO) Census Transportation
Planning Products website (data5.ctpp.transportation.org/
ctpp/Browse/browsetables.aspx). Data are based on
journeys to work by workplace geography.
® The number of vehicles used in commuting was estimated

based on reported means of transportation to work and

the following formula:

«  Number of drive-alone commuters, plus

«  Two-person carpool commuters divided by 2, plus

« Three-person carpool commuters divided by 3, plus

« Four-person carpool commuters divided by 4, plus

« Five- and six-person carpool commuters divided

by 5.5, plus
« Carpool commuting groups of seven or more
divided by 7.

® The number of vehicles used in commuting (the sum of the

figures above) was discounted for the presence of part-

time workers based on data on working hours from the
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2010 American Community Survey. We assumed that
everyone who worked more than 35 hours a week worked
40, those who worked 15-25 worked 20, and those who
worked 1-14 worked 10, then multiplied the percentagein
each category by number of hours and divided the total by
40. This led to the assumption that the number of
commuters traveling to these districts daily was equal to
88% of the total workers reported to the census.
® Forthe purposes of this analysis, we assumed that all
commuters reporting to the census that they traveled to
work by car to a commercial downtown parked within the
downtown area. There are three reasons why this
assumption may under- or overestimate the number of
commuters parking within commercial downtowns: 1) The
census asks respondents to report the single travel mode
used for the longest distance, not the mode used for the
final leg of their journey. Some commuters may drive for
the larger part of their commute, then park at a transit
station or outlying area to transfer to another mode of
travel for their final leg. As there is no way to determine
the share of “car commuters" who might use another
mode for the last leg of their commute, this method may
overestimate the number of people parking in some
commercial downtowns. 2) Commuters who do arrive at
work by car may park in areas adjacent to commercial
downtowns, again resulting in a potential overestimate of
the number of vehicles parked in those areas. 3)
Conversely, people working in areas adjoining commercial
downtowns may park their cars in garages or lots within
those downtown areas, resulting in an underestimate of
the number of vehicles parked in those areas.
The cost of parking in commercial downtowns was based on
data from Colliers International's 2012 survey of central
business district parking prices.''° We assumed that the cost
of parking in the central business districts as defined by
Colliers would also apply to the commercial downtowns
identified by Levy and Gilchrist, as cited above.



111. Association for Commuter Transportation,
for the US Department of Transportation
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(Available from authors upon request.)

® To estimate the cost to taxpayers of the commuter parking
benefit in each of those commercial downtowns, we made
the following calculation:
® \We first estimated the monthly market value of parking

used by commuters by multiplying the adjusted daily

number of cars used in commuting to the commercial

downtown by the median monthly parking cost from the

Colliers analysis, and then multiplied that value by 12 to

get the annual market value.

We then multiplied that value by 40.6%, which

corresponds to the percentage of the market value of

employee parking that is subject to a tax-free benefit, as
estimated based on data from a survey conducted in the
mid-1990s by Elrick & Lavidge for the Barents Group of

KPMG Peat Marwick as a subcontractor to the

Association for Commuter Transportation (ACT),** using

the following calculation:

« The market value of employee parking was estimated
by taking the total value of parking as estimated in
Appendix C, Table C, of the ACT report ($48 billion)
and subtracting out the $16.6 billion of parking with
zero reported value (whose “value"” was estimated on
the basis of cost of provision) and a prorated portion
of the $9.9 billion in value imputed for unreported
parking. The resulting figure was $27.8 billion in
parking with a market value, implying that $20.2 billion
in employee parking had no market value.

« This $20.2 billion figure was then subtracted from the
values in Table D for total value of employee parking,
value of employer-provided parking benefits, and value
of tax-exempt benefits. The resulting estimate for the
value of tax-exempt benefits for parking with a market
value ($11.3 billion) was then divided by the market
value of all employee parking ($27.8 billion) to arrive at
an estimate of the portion of all parking with a market
value for which workers receive a tax-free
benefit (40.6%).

® The resulting value of tax-free parking was then multiplied

by the average 2015 federal marginal income tax rate for
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National Bureau of Economic Research,
"Marginal Tax Rates by Income Type," archived
at web.archive.org/web/20170206163702/
http://users.nber.org/~taxsim/marginal-tax-
rates/.

Kevin Whitman and Dave Shoffner, Social
Security Administration, Office of Retirement
and Disability Policy, “The Evolution of Social
Security's Taxable Maximum" (policy brief no.
2011-02, September 2011), archived at web.
archive.org/web/20170206162942 /https://
www.ssa.gov/policy/docs/policybriefs/pb2011-
02.html.

Hague Consulting Group for the European
Commission, Table 32, TRACE Final Report,
June 30, 1999, archived at web.archive.org/
web/20170206165941/http://www.transport-
research.info/sites/default/files/project/
documents/trace.pdf.

the state corresponding to each city in this report (from
the National Bureau of Economic Research, NBER) to
arrive at lost federal income tax revenue for the parking
benefit in that city.'*? To estimate lost state income tax
revenue, the value of tax-free parking was multiplied by
the average state marginal income tax rate for 2015 from
the NBER. To estimate lost federal payroll tax revenue, we
assumed the marginal rate to be 7.65 percent for both
employers and employees based on the Federal Insurance
Contributions Act (FICA) rate for 2016. We assumed that
86 percent of income is subject to the Social Security
portion of FICA, per the Social Security Administration.!?

Impact of Eliminating the Parking Benefit on
Central Business Districts

This is how we estimated the number of cars removed from the road
if the parking benefit were to be eliminated (found on page 59 of
the report):

® \We estimated the percentage increase in the cost of parking
based on average marginal tax rates from the NBER. The
elasticity of commuting car trips with respect to parking
price was assumed to be -0.08, based on Hague Consulting
Group's TRACE Final Report.*** These figures suggest that
the increase in the cost of employer-provided or employer-
paid parking resulting from the elimination of the commuter
parking benefit would reduce car commuting trips by
approximately 4.2%. The total number of commuting car
trips into the 25 commercial downtowns examined here was
estimated to be just over 1.5 million, from the Census
Transportation Planning Products website, as cited above.
The estimated number of vehicle trips averted, therefore,
was estimated to be just over 66,000. The number of annual
vehicle-miles traveled that would be averted per commute
was based on the average round-trip commute distance of
26.7 miles (from the 2009 National Household Travel Survey)
and 240 commuting days per year for a full-time worker.
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