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Outline

• The ECMT recommendations on finance

• The DISTILLATE review of UK practice

• A brief comparative review of four countries

• France• France

• Germany

• Japan

• The UK

• Strengths and weaknesses

• Recommendations and further research



The ECMT study, 2002

• Survey of 168 cities worldwide
• Widespread agreement that 
integrated packages are needed:

• public transport enhancements
• charging for road use
• better road network 

management
• compatible land use plans

• But implementing such integrated 
policy packages “has proven easier 
said than done”
• Need to tackle the barriers to 
policy development and 
implementation



The ECMT barriers to 
implementation

• Institutional 
• Split or duplicated responsibility

• Process
• Identifying objectives, specifying problems

• Selecting possible solutions, appraisal, implementation• Selecting possible solutions, appraisal, implementation

• Political and public acceptability

• Information and skills

• Financial and pricing

• Legislative and regulatory

[Source: ECMT, 2002, 2006]



The ECMT recommendations 
on finance

• Strategy
• Funding should be sustainable in the longer 
term

• Funding should reflect the strategy as a whole

• Cost effectiveness• Cost effectiveness
• Funding should be available consistently for 
all types of policy

• The distinction between capital and revenue 
should be avoided

• Funding should be allocated to the most cost-
effective solutions

• Efficiency
• Funding should be provided transparently



The ECMT recommendations 
on finance

• User charges
• Charges should be seen as part of the 
strategy

• Charges should be imposed on use, and 
reflect externalities 

• Charges should be consistent across the 
modes

• Revenues should be hypothecated to the 
strategy as a whole

• Private sector
• Funding from PPPs should be consistent with 
the strategy as a whole



The DISTILLATE programme

Design and Implementation Support Tools 
for Integrated Local Land Use, Transport and 

the Environment 

Vision:
supporting a step change in the development and supporting a step change in the development and 
delivery of sustainable transport and land use 
strategies
Principal objective :

to develop ways of overcoming the barriers to 
effective development and delivery of sustainable 
transport and land use strategies
Outputs:
18 decision-support products: tools, guidance



The DISTILLATE review of 
Financing

• Financing seen as the major barrier 
to effective policy in the UK, because

• Local and funding agency objectives are 
inconsistent

• Too much capital funding; too little 
revenue fundingrevenue funding

• Lack of staff time to secure new sources 
of funding

• Lack of political and partnership support 
for bids for funding

• High levels of uncertainty, delay in 
obtaining funding 



The DISTILLATE Financing 
products

• A Funding Toolkit for 
local government

• With case studies of 
good practice

• Advice to funding • Advice to funding 
agencies on good practice

• A review of the policy 
implications of current 
practice

• All on 
www.distillate.ac.uk



The Volvo study

• Limited information on funding practice for urban transport

• Not as yet a focus of academic research

• Brief desk study of funding arrangements in four countries

• France• France

• Germany

• Japan

• The UK

• Focusing on:

• Principal sources of finance; policies for which they can be used

• The funding process: availability, flexibility and constraints

• Strengths and weaknesses



Sources of finance

Source France Germany Japan UK (England)
International � � x �
National: project � �� � ��
National: 
strategy

x x �� ���

Regional � ��� � � *Regional � ��� � � *
Local ��� �� �� ��
Fares ��� ��� ��� ���
Car use � � � ��
Employers ��� x x x
Private sector � � �� ��
Others � x x �

Key: ��� : major contributor; �� : moderate contributor; � : minor contributor
x: not available; * London: ���



Sources of finance

• International: limited in all countries

• National

• Typically for projects, with differing thresholds, contributions

• Only Japan and the UK provide national support for strategies

• Regional: very varied; strongest in Germany• Regional: very varied; strongest in Germany

• Local: a major source, though weaker in Germany, Japan

• Fares: a major source in all countries

• Others:

• Car users (potentially at least) in the UK

• The French Versement Transport as a major source

• Private sector input in Japan, the UK



The share of funding 
between sources

• Very difficult to get complete and comparable data

• Even within France the distribution differs

• And Paris and London are very different

Source Ile de 
France

Provincial 
France

London

National 3 1 33
Local 17 27 24
Fares 28 16 34
Car use 0 0 4
Employers 44 36 0
Private sector 0 0 2
Other 8 20 3



Availability of finance 
for different policies

Source Road
Infrastructure

Public Tpt
Infrastructure

Road
Operation

Public Tpt
Operation

International
National: 
project

U G, U

National: 
strategy

J, U J, U J, U J, U

Regional G G G G 
Local F, G, J, U F, G, U F, G, J, U F, G, J, U
Fares F, U F, G, J, U
Car use U U U U
Employers F F
Private sector U J, U U J, U
Others

Key: F: France; G: Germany; J: Japan; U: United Kingdom



Availability of finance 
for different policies

• National project funding: inevitably focuses on 
infrastructure

• National strategy funding: broadly applicable in the UK and 
to a lesser extent Japan

• Local funding: broadly applicable, except for public 
transport infrastructure in Japan

• Fares: typically limited to public transport operation

• Versement Transport: limited to public transport

• Private sector: principally for public transport in Japan



Decision-making 
requirements

• All four countries require financial and cost-benefit 
appraisals for project funding

• But requirements, and funding thresholds, vary

• Some concern, particularly in Germany and the UK, that 
appraisals are time-consuming and do not necessarily reflect appraisals are time-consuming and do not necessarily reflect 
local objectives

• Greater flexibility in approving funding for small schemes 
and strategies

• No formal appraisal of Versement Transport funding in France

• Ex post evaluation of strategy funding in Japan

• More flexible guidance on LTP funding in the UK



Strengths
• France: 

• Versement Transport provides extensive funding for public 
transport

• Long term security of funding

• Germany:
• Communal Transport Investment Programme through Länder • Communal Transport Investment Programme through Länder 
facilitates high quality public transport

• Japan:
• High level of private sector funding of public transport

• Flexible state subsidies provide support for strategies

• The UK
• The LTP process offers integrated planning, long term security

• Access to a much wider range of funding sources



Weaknesses
• France:

• Lack of funding for private transport

• Limited and potentially inefficient private sector involvement

• Germany:
• Shortages of funding within cities

• Complex and non-transparent procedures; hidden subsidies

• Japan:
• Little autonomy for cities in transport planning

• Public transport virtually solely a private sector function

• The UK:
• Complexity and uncertainty in funding; lack of knowledge of 
sources

• Inefficient involvement of the private sector outside London 



The ECMT recommendations 
on finance revisited

• Strategy

• Funding should be sustainable in the longer term

• Funding should reflect the strategy as a whole

• Funding should reflect local policy objectives

• Cost effectiveness

• Funding should be available consistently for all types of policy

• The distinction between capital and revenue should be avoided

• Funding should be allocated to the most cost-effective solutions



The ECMT recommendations 
on finance revisited

• Efficiency
• Funding should be provided transparently

• Funding should be available without undue costs in preparing bids

• Funding should be available without undue delay or uncertainty

• User charges• User charges
• Charges should be seen as part of the strategy

• Charges should be imposed on use, and reflect externalities 

• Charges should be consistent across the modes

• Revenues should be hypothecated to the strategy as a whole

• Any subsidies should be transparent and efficient



The ECMT recommendations 
on finance revisited

• Private sector

• Greater use should be made of the private sector to secure finance

• Funding from PPPs should be consistent with the strategy as a 
whole

• The tendering process for private sector franchises should be • The tendering process for private sector franchises should be 
consistent with the strategy and encourage efficient use of public 
funds



Conclusions

• The ECMT recommendations appear valid

• But can usefully be added to (see last three slides)

• There are examples of good practice in all four countries

• Each is dependent on local institutional and governance 
arrangements, but some are potentially transferable; e.g.:

• Longer term security of funding

• Encouragement of strategic planning

• Funding being applied flexibly to the strategy

• But all four countries exhibit weaknesses

• Cities could benefit from better advice on funding sources



Further research

• A more comprehensive study is needed
• Classification of sources of finance

• Distribution of finance among principal sources

• Variations in funding among cities and regions

• Availability of different sources for each type of policy measure• Availability of different sources for each type of policy measure

• Using a fuller categorisation of policy measures

• Procedures for obtaining, appraising and deciding on bids for 
funding

• Policies adopted for charging users, and the use of user charges 
for finance

• The involvement of the private sector in securing finance and 
supporting overall strategies

• The efficiency of any tendering process for service provision


