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Supportive Financing and Tax Policies for Transit-Oriented Development
in the United States

Hyungon Sung - Youngjong Kwon - Jahawk Oh

Abstract

% Keywords: Transit-Oriented Development(TOD), Tax Abatement, Location—-Efficient

Mortgage, Tax Increment Financing, Benefit Assessment Bond

This study reviewed literature on financing policies to  support
Transit-Oriented Planning(TOD) in the United States and then investigated their
applicability in Korea. The development aiming at reducing traffic congestion
and environmental degradation has started to realize in the United States along
with such financing policies as Tax abatement(TA), Location-Efficient
Mortgage(LEM), Tax Increment Financing(TIF), and Benefit Assessment
Bond(BAB). TA has encouraged developers to conduct high-density housing
projects within TOD planning district by decreasing the uncertainty of
development returns resulting from property abatement or exemption in the state
of Oregon. LEM 1is also a useful tool for TOD in facilitating the ownership of
housing near a transit center so that the owners tend to have greater possibility
of using transit for their travel purposes than anyone else. TIF encourages the
private-public sector to plan and implement TOD by catering development costs
as security for increasing property value in future. Finally, BAB which is an
additional tax benefitting from proximity to transit is formed to secure bonds for
TOD in terms of the construction and operation costs of transit system.

Introducing these financing tools to support TOD planning in Korea is very
important in two ways which are as follow. First, the tools make it possibile to
induce a ceratin of transit-oriented land use pattern near a transit center. Even
if there are many rail stations covering most of the urbanized areas of Seoul,
current land use pattern has run for road-oriented one so that most people has
not had enough accessibility to rail system. It might make potential transit users
drive a car for their travel purposes even if they expect traffic is very heavy.

Second, the construction of rail transit has been delayed because of the lack of
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financing resources for it. The grant from central government for the
construction of transit system has decreased, while the fiscal capacity of local
governments has not had enough mvestment costs from the prospect of their
tax revenues. In this regard, it is an appropriate time to introduce these

financing tools to Korea in that they facilitate TOD planning.
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