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ABSTRACT

The purpose of the investigation contained in this project report was to

identify what methods of value capture exist and what condd.tLons would

favour their use in the transportation field in South Afdca.

The investigation was motivated by a need to identify new ways of

generating revenues for transport proj ects since traditional sources are

being depleted or used for other purpnses.

A review of international literatc.re on value c:tpture l.dentified fourteen

techniques whi.ch may be used. These techniques were grouped under three

headdngs - property-relatl"d charges, j oint ventures and merchandising

approaches. The advantages and disadvantages of each technique as

described in the literature are outlined. Examples of wh4H:e these

techniques have been used around the world are also given and the

current situation in south Africa with reg ...rd to value capture is

presented.

(

A survey of transportation professionals in t.he pablic and privatt:~ sectors

in S01Jth Africa regarding the identified value capture techniques showed

that joint development, the lease or sale of development rii\:hts and

advertising space and the uce of concessions were the most .favoured

techniques. Tax increment i:i.nancing. special benefit assessments and

employer wage-bill levies were the least favoured. The sutVey also

provided brief descriptions of some past value capture applications in

South Africa in the transport sector whilst, accorddng to the survey

respondents, future applications will most likely occur in association

with the provision of public transport facilities.
(

The main conclusions dzawn from the investigation are that value capture
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must be seen as an essential component in the prnceas of integrating

transport and land use; that the .involvement of the private sector ill

value capture exerciaes is vital and that public authorities will need to
revise their rolE! wi;rh regard to the delivery of transport facilities if

the number of va, ,ue capture applications is to ~row. Additional

coneLusdons offer sone guidelines t.o help further the implementation of

valup. capture in the transportation field in South Africa.
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CIW?TER 1: INTRODUCTION

1.1 Problem statement and purpose of the stuQx

The cost of funding new transport facilitier- and operating and maintaining

existing ones is a heavy financial burden to the public sector. For

example, in the Johann~sburg Metropolitan Area alone, implementation

projects ~Thosetotal costs wert! estimated at about R120mwere put fort.zard

in the 1990-91 financial year (J0hannesburg City Council, 1990). Ov~r the

past few decades. persistent inflation in South Africa has boosted the

capital and operating costs associated with the provision of transport

facilities and whilst sources of revenue usually used for funding such

costs have also increased, they have done so more 510'1:071y.Furthermore,

competition for public funds has l.ntensified and transport must compete

with other needs whose costs have also escalated.

In the present fiscal climate in South Africa, public authorities are

unable or unwilling to make additional budgetary allowances for transport

out of genera1- tax ~:,evenues. Recently, in fact. there have been cuts in

real ~erms in central government expenditure On transport and income from

revenue sources traditionally earmarked for the construction and

madncenance of transport facilities. such as the fuel levy, is being

diverte( to otnar uses 0 As a consequence, the transport sector needs to

become nore self-sufficient and in doing so must explore more innovative

financing mechanisms.

The most visible beneficiaries of new transport facilities are clearly

their users. but benefits bestowed by such expenditure often accrue to

bodies and persons other than the users. ~n many cases, the value of such

benefits could be tapped in ways that would reduce t.he net costs of

providing the facilities and hence improve their feasibility and

viability. Such recoupment of costs is known as v~';\le capture.
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Re.cognition of the potential value capture could hold for helping to fund

transport facilities in South Africa forms tae fundamental reason for this

study. The principle aims of the i!lVestigation are thus:

o to identi=y what methods of value capture can be considered

and

o what conditions are required. or would favour,

successful use of such methods in South Africa.

the

The main research instruments ~7hich will be used to achieve these

objectives are a literature review of value capture techniqu(!$ and a

survey of transportation p:cofessionals in South Africa regarding their

perceptions, understanding aod experience OLthe identified value capiure

techniques.

1.2. Definition of value capture

The term "value capture" is not confined to the field of transport. It

can be applied to any public sector improvement where benefits accrue to

people other than the direct users. For example. a public improvementIDay

involve subat.entLaI costs to the public and at the same time provide

benefits to nearby property owners. Any value thus conferred on such

neighbouring property ownGrs is arguably ~unearnedn since it results not

from any effort by the owners, but rather is due to substantial

expenditures, somet.dmesaccompanied by heavy public debt, by a government;

body customarily using general tax revenues. If the unearned

increment can thus be "captured II, the result should be a corresponding

reduction in public costs (Callies, 1979).

.:

Thus, value capture means the indirect recoupment by a funding or

development organisation of a portion of the value created by it in

providing a facility. In the transpprt context, this value results from

the new pattern of accessibility generated by a new transport fao::ility.
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The capture of such value does not :l.ndude direct user charging (e. g. coad

tolls and bus fares) or funding from the general t.ax fund 't'lhich may be

earmarked specifically fer transportation projects (e vg , fuel tax and

sales tax). However, users may make indirect contributions to the funding

of a t ranspozt, facility through their support of associated anciJlary

fecilities. The relationship be tween value capture and other sources of

funding is illustrated in Figure 1.1.

,,-~,
TruL~SPORT F~CILITY I_, .... I ..a

r' l ~

"
I

~-.
Fare box revenue Benefits I Value capture
and user charges revenue~,

\

4~ .4~ A~.- •I Users I I Non-users II

I

I Voted fU~

FIGURE 1.1: THE CONCEPT OF VALUE CAPTURl

In its broadest sense va Iua capt.ure for transport facilities could include

the creation of a deveLopmcr~'.complex so as to generate enhanced returns

en investment. In such a case costs and returns should be calculated for
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the whole compLex and not for the transport facility alone. At the other

end of the scale, returns on investment could be obtained by merely

offering udvertising .:o.ights at a transport farility. This would involve

little extra expenditure, if the opportunities which the transport

facil-i.ty offers to others are fully appreciated and exploited.

1.3 Evolution of thE;value ca.pture concept in Sout.l1Afri~J!

This section briefly summarisos the major £actor~ and circumstances which

in the South African context have promoted the concept of value capture.

1.3.1 The interaction between land usc at'...! transport

To enhance appreciation of the relevance of the value capture concept it

is necessary t? make some observations about the relationship between land

use and transport. £his relationship is often said to be of the "chicken

and egg" type. This is because it. is so difficult to determine which

comes first.

The choice of a piece of land for settlement car occur for a variety of

different reasons - e.g. defence, agriculture, trade, availability of raw

materials or source of food and water. In many instances travel and

transpo~·t t..re important fact' 1:"S in such choices. This is especially true

when the choice is made for economic reasons because economic growth is

promoted by good accessibility. Even when the original choice is made for

reasons other than economic ones , the opportunities for travel and the

availability of transport facilities inevitably become :i.mportant factors

in the well-being and growth of a community. Thus land use and transport

are LnextrLcabIy bound together'.

E:xter (1986) emphasLses this link in a paper discussing the land use-

t.ransport; relationship. He refers to the description by Harold Marks et

a1 (1971) which illus1:.rates the relationship in terms of a cyclic flow.
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According to this view, the cycle is continuous and starts with land use.
"Acti',id.es on a site generate trips; these tlips connecting points of
orIgdn and destination identify transportation neecs s t.':'ansportation
facilities meet tnese needs; the transportation facilities in turn provide
additional accesr, to land; ...ith the provision of such access, land value
is enhanced; lund value completes the cycle by affec~ing the land une,n

In this concise deacr.Lpt.Lonis embedded the focal point for the present
study. namely that the enhanced accessibility provided by transport
facilities increases land values anc raises market potential for the
selling of goods and services. This is the key factor which, along with
the greater understanding of the land use-transport relationship acquired
by transport authorities in South Africa in recent years , has Led ttl the
proposition that value created by transport facilities can be captured and
used to help fund those same facilities.

1.3.2 The funding of transport facilities
'j

In many societies throughout the 'liTcrldit has become an unquestioned norm
that certain services and infrastructure are provided by the public sector
for the benefit of the user and paLd for out of communal revenue (like
general taxation). Tha provision of transport facilities is an example of
such practice. However this has not always been so. Funding and pricing
policies in fact have varied over time just as much as they do from
country to count.ry, Toll roads provide an example of this. In 18th
century England, when coulltry-wide travel was becoming more commonplace, a
system of roads came into being which was paid for by the users through
the levying of tolls. Later, fundIug of the zoad network became entirely
a public sector responsibility. In the United States, on the other hand,
the funding of ne~r roads by tolls nas been a common policy for many years
and such a "user pays" policy for some new roads has recently been adopted
in South Africa. Thus policy on the funding of transport facilities
should not be seen as static.
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Much of the recent switch in policy in South Africa with regard to the
funding of transport facilities has been the result of central government
funds becoming progressively scarcer for transport as more emphasis is
given to the funding of other areas such as housing and education. At the
same time government-run or -assisted transport companies have been asked
to become more market orientated and self-supporting and thus less
dependent on public funds. Since 1984. State departments have also had to
face the payment of rates to local authorities on land they occupy. In
the transport field, these new policies are affectLng Transnet (formerly
the South African Transport Services) particularly severely. because they
are owners of large tracts of valuable land in city areas. The new policy
paths adopted by central government have meant that innovative means of
obtaining funds for transport facilities such as through value capture
have received increasing attention.

1.3.3 Enabling legislation

It will become clear during the review f\v alternative value capt.ure
techniques in Chapter 2 of this project report.that public authorities and
agencies can earn revenue only in ways which are permitted by certain
statutf~s.Usually the law which establishes a given institut:~n specifies
not only the functions of the institution but also its powers. The pDw~rs
granted to most public bodies have tended tv limit their ability to charge
for services, earn revenue, freely inv~st, make profits, own, use, lease
or sell land and enter into agreements with outside organisation3. These
are the kinds of activities which aI'S often iflvolved in applying the
concept; of value capture. Consequently if no suitable enabling
legislation exists a transport authority will be unable to take advantage
of any value capture techniques.

It will also emerge in the study that the scope of enabling legislation
differs widely in different parts of the world. In part& of North
America, for example, t ransport; authorities have been able to acquire



-7-

extensive land holdings adj oining their facilities and enter into joint

development contracts with private sector concerns so as to gain control

of some of the value their transport services create. In South Africa

this has not been possible until recently, when the South African

Transport Services AmendmentAct of 1986 enabled Transnet to Laaae its

land for business purposes for the £in", time. This change of legislation

was a response by Transn~t to the new government policy of le\7ing rates

on land occupied by State departments referred to in the previous

section.

An important factor in creating a climate which is favourablp- to value

capture is th11S to allow a transport authority to act autonomously. This

should be a feature of any enabling legislatinn, for without it, transport

authorities will have to obtain separate approvals to adopt new and

innovativ ~ procedures for funding transport facilities. This will delay

action and thus place the viability of schemes at risk. The recent

declared intent by central government to devolve more powers to a local

level and cha success Transnet has achieved in amending the legislation

which governs its ability to gene rat.e income suggest that any legislative

requirements or changes necessary to promote schemes involving methods of

value capture may be favoura~ly me~.

~II

1.4 Outline of the study

The preceding sect Ions have sketched an introduction to the concept of

value capture and a background to its increasing relevance and acceptsnce

in the transport field in Sout.h Africa. The organisation of the remainder

of this study conforms to ~he following framework.

A review of internatiol~,al literatur~ on value capture is presented in

Chapter 2 which ident.ifies techniques which may be used as a means for

contributing towards the funding of transport facilities. The advantages

and disadvantages identified in the literature with regard to the use of
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each technique are also described. Some examples of where these

techniques have heen used around t~e wozLd and in South Africa are given

in Chapter 3.

Chapters 4 to 7 form the central body of the study and present the results

of a survey of transportation professionals in South Africa in the public

and private sectors regarding their knowledge and opinions of the various

value capture techniques. Chapter 4 contains the reasoning behind and a

description of the research methodology adopted ::or the survey, General

comments made by the survey respondents concern.ing the notion of value

capture and ..amarka regarding other indirect financing methods. or local

variation!;l of Vi).c.v;e capture techniques. serves as an introduction to

Chapter 5. The at.t Ltudes of the survey respondents to each identified

value capture technique are then presented and the results related to the

findings of the 1iterature review. Chapter 6 describes respondents'

experience of past value capture applications in the transport field in

South Africa. Favourable conditions and characteristics surrounding

potential future transport applicativns of value capture identified by

survey respondents in the public sector are presented in Chapter 7.

;
j

A discuss.1.on of the study findings in Chapter 8 highlights the issues and

problems which the transport fraternity must face in successfully

implementing value capture techniques in scuuh Africa and how such

difficulties could be tackled and resolved.

The conclusions and recommendations of the study are given in Chapter 9.
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CHAPTER2: A LITERATURE REVIEW OF VALUE CAPTURE TECBHIQUES

2.1 Background
(J

This chapter describes fourteen value capture techniques that have been
identified from the literature. The techniques are not listed in any fonn
of preference, but generally fall under one of three categories. Where
information is available, the advantages and disadvantages that have been
established about each techniqu~ are given. The three c~tegorias are:

o Fropetty-related charges
o Joint yentures
o Merch! sit'S approaches

2.2 Pro~e~ty-related charges

These focus on tapping a portion of the benefits ga.i.nedby the ownezs or
users of properties as a result of their location close to a transport
facility. 'Where such charges are related to the value of the property
they could be calcul~ted as a proportion of whatever value is used locally
for rating purposes. The techniques under this heading comprise:

J)

o Special benefit assessments
o Tn~ increment financing
o Connector fees
o Impact requirements
o Employer wage-bill levies

2.2.1 Special benefit assessments

This technique is a fiscal measure where1)y some or all of the costs
associa.ted with provfddng a transport facility are borne by o~mers of
properties within a well-defined area, the boundaries of which are drawn
to include all properties benefiting from the project. Historically,
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special benefit assessments have been used to fund local improvements such
as streets and sewers (US Depa.rtment of Transportation, 1979). but more
recently. this approach has been used to fund specific transport
facilities. A special taxing district (sometimes established voluntarily
by prior consultation) needs to be established, inside which property
ownezs benefiting from a facility pay additional taxes. The charge must
be proportionate to the benefits received and the assessment can be based
on criteria such as plot size. floor area and/or distance from the
facility The size of the assessment is usually related to the size of
the development site and the land value. It can be a one-time fee, which
does noL tend t1 affect property value, or a recurring charge for a pre-
determined number of years. The assessment can be zonal or parcel
specific and can be levied on all ex~sting uses and future uses or only on
new uses. The revenue can be used to support capital or operating expenses
associated with the transport facility but is typically used to repay
loans obtained to finance the construction of the facility. The revenue
potenti.al of this technique depends largely on the cost of the facility.
the benefits bestowed on surrounding properties, the size of the tax
district, the intensity of economic activity within the district and the
attractiveness of rents in the district compared with others in the
regio~ (US Department of Transportation, 1982a and 1983a).

Advantages: As special benefit assessmentg are not community-wide taxes,
they are considered a mere politically desirable and acceptable method of
value capture (US Department of 7ransportation, 1982a). Th:is is because
only those directly benefiting from the improvement pay additional taxes.
Minimal additional administl'ative costs are incurred because th~ tax can
be added to the existing property rates.

Disadvantages: The principal problem with this method is in determining
eq\1ity in the proportion of benefit received versus thE assessment
allocated to a particular property cwner~ Obtaining the support of those
affected may be difficult if property owners challenge both the
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establishment of the assessment district and the formula used to determine

the assessment. Enabling legislation might be required and this problem

could be compounded if the assessment district covers several local

authorities (Cheng-Min Feng, 1985). Revenue potenti.al is also limited to

a circumscribed area and thus the tax base may be relatively small.

2.2.2 Tax increment financing

This technique is not unlike special benefit asseasment , Howevex:",whereas

special benefit assessment imposes a flat tax on propart.Ies wichin the

sphere of influer.ce of a transport proj ect , tax increment financing

involves a charge in respect of the appreciation of those properties t

values. The method is based upon the premise that public improvements

spur development in the surrounding areas and as a consequence property

tax revenues increase. The proj ected Inc reases in property tax revenues

are normally used to repay Loans with which the public improvement is

financed. Alternatively, annual increment.s of tax revenue are deposited in

a fund dedicated to improvements in the t~x district. Tax increment

financing typically works in three basic st.eps (US Department of

Transportation, 1986). Firstly. a tax in.!r"',i1"~ntfinancing district is

established covecdng the area likely tt henefit from the project or

improvement. Secondly, a base year cf assessed property value is set down

and assessments are frozen at that level for norm~l tS"i:ing purposes for a

specified period. Thirdly. the increases in property '".due attributable

to the improvement are estimated and the resulting increases in property

taxes are dedicated to the improvement while the taxes on base line

property values are distributed ti'~ pre ..existing purposes.

Advantages: This technique does not impose an additional tax bttt reserves

the incremental increase in property tax revenues for financing the

transport facility. it can also spread the burden of repayment over a

period of time. Tax increment financing can generate substantial revenue

depending on the local tax rate, the size of the taxing district, the
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amount of development after the base year and the attractive power of the

transport facility (US Department of Transportation, 1982a and 1983a).

Disadvgntages: Enabling legislation may be necessary before the technique

can be employed and political resistance can be eXl'ected to the creation

of special tax districts by those property owners inside their boundaries.

Resistance may also be encountered from other tax revenue recipients such

as health and education bodies which rely heavily on general tax revenues

(US Department of Transportation, 1983<.1). It is often hard to justify

utilising increases in property tax revenues within a distri.::t solely for

transportation purposes u1one. This is due to the fact that it is

difficult to separate transport-induced values from the myriad of other

economic force$ at work in a tax district (US Department of

Transportation, VI86). Thus tax increment financing has been limited t.o

areas with potential real estate development and has been most used in

lo('ations undargcdng widespread redevelopment l:'ather than for finar-cing

specific transpo~t projects.

2.2.3 Connector fees

ConnectN: fees are charges to owners or deveLopexa of buildings adj acant;

to a t:t>al1~portation facility .in return for the advantage of bedng

physically connected to it. They are typically of three types (US

Department of Transportation. 1986):- i) a lump sum payment to compe~sate

for the capital cost of beIng connected; ii) an annual contribution to t.he

operating costs of a transportation facility, e. g. cleaning and

maintenance; iii) the donation of property held by the owner of a building

in return for being connecced to the transport facility.

Advantages: The technique is simple to implement. usually requires faw

changes to existing property interests and has benefits for both partie~

involved.
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Disadvantages: Public authorities may 110t possess the legal power to
negotiate connector fees and thus enabling legislation may be necessary as
a prerequi&ite to instituting such a scheme.

2.2.4 Impact requirements

Impact requirements are charges or other conditions that are l.nt!,osedupon
new developers t.omitigate or compensate for the '.)3Ct of their projects
on existing or planned transport facilities. Such requirements are
established by local regulations and are administered through powers such
as the building permit process (US Department of Transportation, 1986).

They are seen as compensation to a public body for the extra transport
demands and infrastructure needs imposed by a new development.

Adventages: The charges can generate sizable revenues and can be
convincingly argued for by public authorities in the case of new
developments.

Disadvantages: Legal issues questioning the e:.ctentto which a public body
can attach conditions to regulations governing land use and building may
be raised. Developers are also likely to argue th'lt such charges impede
growth and economic development and that existing zoning rights imply the
supply of infrastructure by the public authority (US Dep{,~,:tmentof
Transportation, 1986).

2.2.5 Employer wage-bill levies

This method is similar in its operational procedure ~o the other
techniques in this category ~ but emphasis in this case is placed on
employers in a defined area affected by a transport facility rather than
on owners of properties. It can be introduced in Situations where
employers benefit, as a result of a new or improved transport facility,
from a greater and/or more reliable availability of labour (US Department
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of Transportation, 1982a). A tax is levied on all wage-bills paid by

employers within a defined geographical area and dedicated to the funding

of the transport facility. The tax may be applied to all private

employers within that defined azea , Non-profit organisations and State

and local authorities may be exempt. Utilisation of the employer w81\"\e-

bill tax for transport purposes has been limited but where used it has

behn successful in generating substantial revenues.

Advantages: The employer gains access to 2 larger work force than would be

available with unreliable or no t.ransport,; Improved public transport can

reduce the need for parking space which can be a major C?st to both public

authorit:tes and eMployers. Employee morale may be improved if better

public transport facilities relieve congestion du•.:ing peak hours, the'reby

~educing commuting time. In certain cases the tax payments can be

considered to be business expenses and thus deductible from taxable

~~come (US Department of Transportation, 1982a).

Disadvantages; !t is possible that statutes may restrict public bodies

from usdng the employer wage-bil1 levy at a local level. Employers may

object to paying an additional employee-related expense and may argue that

this tax would discriminate against those employers whose employees do not

have convenient access near their homes to public transport facilities (US
Department of Transportation, 1982~~.

2.3 Joint venture,

The techniques in this itategory recognise that it is frequently mutually

advantageous for ,.~<'> public and private sectors (;0 cc-opeeat.e on

transportation pt6jects. The extent to which either sector is involved in

each t~chn.i4U€~~&nvary but the techniques have been listed so that the

fi~st Cines involve largely the pc:blic sector and the later ones more the

private sector. However, it must not be thought that the techniques are

mutually exclusive; in fact they can be and often are linked to form an
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effective package. The techniques discussed under the heading of joint
ventures are:

o Land banking
o Leasing or selling developmont rights
o Leasing or selling developed prop~rty
o Joint development
o Negotiated investments
o Cost sharing and turnkey agreements
o Donations

Of these~ the first four involve public sector activity in both land and
transport development and financial benefits ~ccrue to the public sector
from their involvement in the associated pri~ate development. However, in
the last three the emphasis change-S. In these cases the public sect.or is
not directly involved in private sector development but obtains financial
benefit through agteements with the private sector developers whereby the
latter contribute in different ways to the costs associated with the
transport facility.

\

2.3.1 Landbanking

This involves the p~b1ic acquisition and holding of land for planned
future u.~el.i ~US Department of Transportation, 1982&). Land can be
ac.quired at a lower cost before value due to its ultimate development
potential accrues to it and before speculati..reincreases in value occur
due to planned transport facilities. It also serves to avoid inflationary
~ncreases in land prices. Parcels of land may also be assembled so that
land can be retained, or more readily assembled into tracts large enough
for major development. Gains in land value due at least in part to p;;blic

investment in transport facilities will thus accrue to the public sector
and can be recaptured through the later sale or lease of development
rights (see section 2.3.2). In this way, the timing. pace and character
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of dF.velopment around transport facilities can be controlled (US

Department of Transportation, 1985). If the pt:..rchased land subsequently

becomes useless for transport purposes. "t can be sold. in most instances

fot" a profit.

Advantages: Land banking can be a means of providing revenue through value

capture and cont ro.s of development which helps maximise the financial

yield from a public body's real estate portfolio. The early purchasing of

land also enables t,f\e most desirable sites to be acquired and can save a

!'ublic body large amounts of money through reduced futu.ce ouzLays ,

Disadvautages: Legislation or public policy may preclude the acquisition

of land and property by public bodies for future use. Elected officials

often perceive short term investments to have higher fundin~ pl::iorities

than long term investments. particularly if the future return on

investme'tu: ;ts- regarded as uncertain or speculative (US Department of

Transportation. 1982a). Acqud.rang land may necessitate the use of

expropriation which may prove unpopular and, politically. questions may be

n.ised about the desirabiHty of a. public body fulfilling the role of a

land banker (US Department of Tran~portation, 1985).

2,3.2 Leasi.U~or selling development righl

;Public bodies can lease or se1l the rights to de\,,-,lop above or below a

transport fa.cility or the rights to develop land surrounding a site used

for transport purposes. Such rights are imown as air, below-ground and

ground rights. respectively. In some 5.nstances. a public authority lay

choose actively to acquire land adj acent, to a transport fAcility at pre-

construction prices and. once the facility is completed, lease or sell the

rights at a higher price to developers wh~ value proximity to the

facility (US Department of Transportation, 1983a) • Ti'lis involves the

purchasing of more land than is actually required for transport purposes

and consequently means additional public investment. However. where the

I
),_1
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existing owner does not wish to retain ownership of an awkward remainder,

the purchase of such extra land is unavoidable. In many other cases

public authorities rna 'I want to recoup some of the increase in property

value associated with an existing transport facility through the 1ea::'8 or

sale of "'1ir. sllrf~'!f'; or sub-~urface real estate development rights

directly assoc tatec with the fac:i.lity or on land that is surplus to or not

of llmnediate transport use.

Long ternl leasing of development rights is generally more satisfactory

than selling (US Department of Transportation, 1979). This is because in

cont.rast to a one-time payment from a sale the owner retains t..~i~le and

hence <)verall control of the land, an important long range consideration

.:I.f the t.ransportation requirements change. In addition the owner can

participate in the long term appreciation in land values and can pr~vide

through leasing arrangements important investment and tax incentives to

developers considering a project. Although Su(~~benefits and incentives

lessen initial revenue returns, more revenue may be generated in the long

term. The private developer usually pays the public body an annual rent

and in some cases a percentage of retail sales or some other form of

additional paym~nt (US Department of Transportation, 1985). However,

because the ground level public use is charged with the value of the

land, the deV'elope~fs initial cost is zeduced , Leasing also allows for

the periodic upward adjustment of rents, thereby compensating for

inflation.

(

This technique could also include leasing of a whole site on which a

tran!'port facility is situated for management by private enterprise. In

this si'(',uat,ion, the privl'te sector llould take full responsibility for the

"public" facility.

(

Advantages: The leasing or selling of undeveloped air and ground rights is

a wily of generating substantial amounts of revenue for public bodies. The

amount iJf inCC;llewhich may be realised is directly dependent on market

demand for lease space, transport facility location, the existing value of
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land and the amount of surface and air rights "Alich are available for

lease. Putt.i.ng such resources to productive use does not requi.re any

significant new public investment.

Disadvantages: MaT owners lack su.Hi(:ient authority and legal prec ;. -nt.s

to engage in the process of leasing or selling development rights.

Returns may not ba substantial if t.he p,:t'operty climate is weak or the

transport facility located in an unfavorable position. In the case of ai~

rights, development is usually economically feasible only where the

surrounding land is developed in high density use and the market. for

further high density development is strong (US Department of

Transportatioll" 1985). The public may complain that the lease/sale

agreement benefits the private developers more than the public sector.

Very close liaison is milled for between developer and owner, especially

in the case of air rights development, where continuous transport

operations must be catered for during the construction phase.

l}

,)

2.:iJ.3 Leasing or selling developed ;>roperty

/
(i

This t6chnique is similar to the one described above 'With the exception

that t.he public body itself develops the air and ground rights they hold

and then leas~s or sells the property that has been erected. The

opportunity for real estate development exists wIlen the difference between

existing land value and its value in a changed state exceeds the cost of

conversion. 'WhUe the economic ecndf.t.Lcna which are basic to development

arp. relatively simple. the applicatiofi of this concept to real situations

is more complex (Urban Land Institute, 1980).

Advantages: S~.gni£icant alliounts of rev('>"'uecan be generated to finance

transport facilities. Control of the nature of the development will

remain with the puolic authority.
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Disadvantages: Many of those identified with the previous technique also

apply. but lar~er initial capital investments beyond the cost of land will

be required. In the case of air rights developmentt a substantial capital

outlay to build the deck over the transport facility may be needed to

support the development (US Department of Transportation, 1982b).

Expertise with respect to the real estate market would also be required by

the public body.

2.3.4 Joint development

One of the means by which some of the df.sadvanteges of the previous

technique can be overcome is for public owners to enter into j odrrt;

development projects with the private sector. This approach recognises

that it is frequently mutually advantageous for the public and private

sectors to co-operate on the development or improvement of transportation

facilities ana surrounding properties, since a pairing of public and

private resoarces can benefit both sectors and initiate development whit~h

might otherwise not take pl.ace , The concept docs not necessarily imply a

form of partnership between the two sectors and the degree of involvement

on both sides can vary frc'm case to case. It often happens, ~owever, that

the public authority participates in the overall pl.xnnfng and

implementation of the project and the private sector involves itself with

the design and operat.ion of the conunercial aspecto of the project (US

Department of Transportation, 1985).

)

(

Joint development proj eces are those in which investments in transport

facilities are closely lit".ked to the deveLopment;of private property to

stimulate economic development and to encourage urban renewal and public

transport. 1:he right of direct access to the t.ransport, facility for the

private developer is a usual facet of joint development. From the private

investor's point of Vl.9W, the advantages of access and the large volume of

traff,ic generated by transport facilities make j odrrt; development projects

very attractive. l-iany private developers realise that prj.vate facilities
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can operate more efficiently if they are intebrated with public facilities

(Urban Land Institute, 1980). From the point of view of the public

authority on the other hand. joint development offers access to the

financial resources and entrepreneurial skills of the private sector. The

success of such proj ects depends largely on the degree of co-operation

between the various parties involved and the role of individual

personalities.

Advantages: Joint development projects can often be extremely profitable

though existing examples tend ~o be mainly large in scale. For the public

body, not only is there the opportunity to recapture some of the value

added to thp:i.r land holdings, but also the possibility of rewards in

respect of .lncreasing transport pet ronage , expanding job opport nities,

increasing the tax oase and the revitalisadon of deps:essed areas (US

Department of Transportaticn, 1983b). For the p.t:ivate developer, there is

the prospect of sharing project expenses end ri~k~ with the public ~ector

and an increased retu~n on investment.
)

Disadvantages: The viability of such projects must be well researched and

depends 1.argely on market fO:Lces, economic cycles and the money market.

The public sect or carries a certain amount of the risk and costs normally

carried by the private developers. Close planning and cc-cparat.Lon is

required and time and complexity may be added to the project by the

involvement of the public sector (USDepart~~nt of Transportation, 1983b).

The necesdty to ~mploy highly qualified staff for the publi,::! authority

may also be an impediment (Keefer. 1985). The legal authority, financial

resources and administrative requirements to implement a joint development

plan could pose signific.ant barriers. Equally, responsibility :in the case

of the finan.cial :Eailure of a devel.opment;needs to be clearly identified.

2.3.5 Negotiated investments

A negotiatp.d investment involves an agreement between a developer and a
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public body through ~ihich the fonner agrees either to make a needed public

improvement or to contribute a fixed sum towards an improvementwhich will

benefit his development. '!'his contribution is usually made in exchange for

some concession needed by the deveLope r , The concession by the public

authority often takes the form of land use rezoning, bu: lding permit

approval or the leasing of publicly-owned land. The public body is not,

however, involved in the development of the land. Public authorities must

exercise their political skills to influence the negotiated investment

process (US Department of Transportation. 1982a) which often takes place

between the developer and the planning or development control authority.

The types and levels of benefits likely to result from any agreement will

have to be adequately shown by the public authority.

Advantages; The mutual benefit which accrues to the parties concerned

means negotiated investments usually have a good chance of being carried

out. Revenue potential can be significant.

"i

Disadvantages: Legal issues quest.Lonfng the extent to which a public body

can attach conditions to regulations gove rnang land use and building may

be raised (US Department of Transportation, 1982a). If the bargaining

process becomes too protracted or the demands too excessive, the developer

may dec Ldv; to move his project elsewhere. Opportunities to bargain with

developers can be liLlited by the desirability of the location selected for

deve Lopar.. c. and the rate of growth in the area.

2.3~6 Cost sharing and turnkey agreements

( This technique is, in the opfnfon of many, the most effective joint

venture technique. It is based 01'1 the fact that, in order to gain a long

term competitive advantage for their projects, developers are often

willi~g to share operating expenses or contribute to the capital

construction costs of transportat~Lon facilities that a~e interconnected to

or integrated with their deveLopment.s (US Department of Trans. Jrtation,
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1986). Cost sharing agreement;s involve expenditure by developers to

support the transport facility and do not include any concept of .ioint
land development.

A slight variation of this technique is that of turnkey agreements. A

turnkey agreement is a contract between private developers and a public

authority authorising the developer to deliver a newly constructed

transport facility ready for use. For example, a developer would build a

transport facility to the authority's specification and turn it over to

that authority for reimbursement at. cost or as a donation in return for

transport services at the devel.oper's location (US Department of

Transportation, 1983a). Turnkey agreements are suitable for a site where

the land needed for the transport facility is controlled by a large

landowner or the tran~port facility will be next to a large development

such as a shopping centre. The landowner may be most willing to

contribute t.o the transport facility on a turnkey basis in a situation

where access to large volumes of passengers promises significant financial

returns to him. Emphasis in this case, is placed on the initial cost to

the public authority of creating the tra.nsport facility.

)

Cost sharing of transportation facilities is thvs an approach to achieving

an equitable relationship between the distribution of public and private

costs for t.ranspozt, proj ects. Opporrt.und.tz es exist in connection with the

maintenance and operation of existing and new facilities as well as with

new construction.

Advantages: The level of investment and s'::.aff requirements of the public

authority are less than those in the case of joint development because of

the authority's more passive role. This applies not only to its

involvement in land development but. also to its responsibilities for

operation and construction of the t.ranspcrt. facility itself.

e

\\
\.1,
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Disadvantages: All potential cost sharers need to be identified and

included in the design stage of a transport facility (US Department of

Transportation, 1986) e This may lengthen the initial stages of project

implementation. As with other joint venture techniques, public

authorities must possess the legal authority to enter into cost sharing

agreements.

2.3.7 Donations

Puhlic authorities may be successful in obtaining donations from the

private sector to improve or expand their tr.ansportation systems.

Donations are generally of two types - monetary donations for capital

improvements or donations of real property as sites for transport

facilities (USDepartment of '£ransp.:Irtation, 1986). They are usually made

in connection with some highly visible project through which companies or

individuals will be recognised for their contributions or they are made

for reasons of pure self interest-e.g. to increase access to a

devel.opment.

Advantages: Little administration or work by the public auth!)dty is

requi:l:ed to implement this technique. However, consdderat Ion of both

donors and investment opportunities is important when establishing a

system for donations. If a non-profit tax-exempt fund can be established

to accept the donations. such contributions can be invested without tax

liability and corporations making contributions are eligible to :receive

tax rebate!::l.

DiBadveutages: The public authority must be legally empowaredto accept

donations. The type of project whicll companies or individuals maywish to

contribute to may he limited to those of a prestige or high profile

nature.
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2.4 Merchandising approaches

These techniques focus Oil the opportunities for sales pre>'ented at the
transport facility itself. Such sales are basically limited to the sale
of advertising space and the sale nf goods and services. Consequently the
techniques under this heading comprise:

o Leasing of advert{sing space
a Concessions

2.4.1 Leasing of advertising space

The sale of advertising right~ at transport facilitiee can yield
significant revenues for public bodies. Transport terminals and public
transport vehicles themselves make excellent locations for marketing goods
and services due to the large volume of.people coming into contact with
them each day (US Department of Transportation, 1986). Advantage can be
taken of this situation by renting or leasing advertising space in high
traffic areas. Mechanisms include the use of kiosks, rental display
cases, audio-visual displays, panel boards, vehicles, timetables and
tickets. Pubt Ic author:Lties m.ay deal with a single contracting agency
when hiring out advertising space or use di~ect-bid procedures. These may
allow for long term contracts.

)

(

Advertising can help to create an exciting environment if it ls
sensitively integrated 'with the overall urban design concept, but care
must be taken to avoid visual confusion and clutter1 which would be
stressful to t'~e viewer.

Advantages: The te~hnique is a widely
mechanism at transport facilities that
engendering opposition.

applicable revenue producing
can be carried out without
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Disadvantages: The literature gives no disadvantages associated with this:
technique. If, however. advertising rights are not handled by a
contracting agency, the public authority may incur certain administrative
costs as a result of dealing with various advertisers. On the other hand,
loss of control may result from dealing with an advertising agency.

2.4.2 Concessions

Public authorities have the opportunity to generate additional revenues
through the sale or lease of concession space in or around their transport
facilities. Pedestrrd.antraffic through most transport terminals will
gene4ate adequate business to support news-agents, food enterprises,
florists. banks, dry cleaners and other convenience orientated
undertakings. Precise revenue potential depends on three principal
factors (US Department of Transportation, 1983a). Firstly, the on-site
availability and condition of under-utilised facilities or property;
secondly, ~he strength of the real estate market surrounding the facility;
and thirdly, ridership levels. This technique generates low to moderate
amounts of revenue depending on the amount of space that can bp.leased at
a transport facility. Market research will help to determine needs and
opportunities.

Advantages: Few legal or political problems are encountered in leasing
concession space at transport facilities since each concession provides a
convenient service to travellers. Functional improvements to the facility
may be generated by liaison with concessionaires.

(

Disadvllntages; The design of a transport facility may dictate how many
trading a.ctivities can be given concessions. If a new facility is being
built, the design may have to be more elaborate to accommodate concessi.on
development. Issues that arise in providing concession areas are related
to maintenance, cleaning, safety and security requiremer:.ts(US Department
of Transportation, 1985). Therefore it is essential that good management
relationships be established and maintained.
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2..5 SUDlDary

The literature review of value capture techniques shews that there are
fourteen methods ""hich can be considered, although many of these are
variations of one of three particular approaches. These approaches are:

o Property related charges - 't'1hichaim to obtain a share of
the benefits gained by owners or users of properties as a
result of their location close to a transport facility;

o Joint ventures - which attempt to exploit the advantages
gained through publi<: and private sector co-operation on
transportation project~; and

o Merchandising approaches - which focus on the opportunities
for sales presented at a transport facility.

)

It is possible, however. to use some of the teclmiques in combination with
each other thereby strengthening any financing strategy.

Each techniqto·ahas both advantages and disadvantages which must be weighed
up against each other. In addition, the applic~bility of any value
capture technique. or combination of techniques, a'S tools for funding
transportation projects is likely to depend 11pon the nature of the
individual project being considered as well as the prevailing national ~r
regional economic and political culture.

(



-27-

CHAPTER 3: VALUE CAPTURE USAGE WORLDWIDE

3.1 BackgroUDd

The budget cutbacks and revenue shortfalls faced by public authorities in
the transport sector worldwide have meant that increasing attention has
been given to vaLue capture 1:echniques. The available literature on value
c'lpturecovers three areas of the world - chiefly North America, but also
lstern Europe and the Far East. To a large extenty experience has been

conEined to projects associated with mass transportation. chiefly rapid
rail schemes. However, the techniques are being increasingly appli~d to
other transportation projects in varying degrees. This chapter briefly
reviews which techniques have been utilised in the three areas of the
world previously mentioned and gives examples of the levels of income that
can be expected from each technique. The chapter includes a summary of
recent developments in South Africa in this sphere. )

3.2 Nor~h America

The significant role played by private enterprise in the North American
economy along with its federal political structure has probably
contributed to the fact that all the techniques described in this report
have been adopted to some degree or another in this part of the world. In
Canada, emphasis has mainly been on joint venture t.echniques, but in the
United States all the techniques have been applied. Examples of the
places where each technique has been used are given below in accordance
with the categories already idantified in Chapter 2.

3.2.1 Property-related charges

SRecial benefit assessments have been utilised in Denver and Los Angeles
(US Department of Transportation, 1983c and Braun. 1984). A 1978 revision
to the Denver city charter permitted the creation of a special assessment
district adjacent to the rail corridor which helped fund maintenance of
it. The first year's assessment was expected to raise US$l,5m. In Los
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Angeles, commercial property located in a special benefit assessment

district around a Lai1 system is expected to contribute u!) to U.s$250m

towards supporting the project at a rate of 27,.5 cents per square foot.

Clearly, the scale of the project affects the total revenue generated.

There han not been much expe r Lence in North America with tax increment

financi~g for purelJ transportation purposes. It has, however, been used

extensively in urban redevelopment projects, some of which have had

transportation components. Examples of where it has been used only for a

transport project include a station in San Francisco (US Depar tm> of

Transportation, 1982b) and a county in Maryland (Rice Centre, 1985) ~bich

established ten tax increment financing districts to firiance transport

improvements. Over a period of six years, these districts have gene:r:ated

US$8,5m.

A number of US cities have used £,onnector fees. In Washington D.C., a

department store paid US$500 000 to connect the shop's basement level to

the region's Metro system (US Depa.rtment cf Transportation. 1983d). The

shop experienced an initial 53% increal"z in retail sales volume and 'to

date has t'ealised subsequent increases each time the Metro system was

expanded. A cour.ty in Florida is projecting that US$5min revenues could

be collected through connector fees from the central component of their

rail system which is currently under construction.

)

(

There are some good examples of the technique of impact r~guirements in

California (USDepartment (.If Transportatiofl. 1984 and 1982a). Through the

enactment of a "transit development fee orddnance " in San Francisco,

developers can be required to pay up to US$5 per square foot of new office

space to compensate for the likely impact of their de~elopments on

transportation services. In another example in Cal.ifornia, developers are

required to design ride-sharing programmes in order to reduce potential

traffic congestion.
(
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Utilisation of employe}:'wage-bill levies for transpc/rtBtion purposes has

been limited. This technique has been used in Portland in the state of

.egon to support the local transit system (US JJepartment of

.,can3}_)ortation. 1982a). Revenue must be used for operating expenses before

it is used for any r.apital expenditures. In 1980 and 1981, the Portland

tax generated US$35m and US$37m. respectively, or 55% of the system's

o~erating budgets in those years.

3.2.2 Joint ventur.es

Examples of ",,'Il.ere the tal;ge of joint venture techniques have been

implemented cun be found in both the United States and Canada.

Land banking can occur through negotiated purchase or through the exercise

of appropriation but effective use of it requires a long term plan.

Instead of acquiring land by default, it should be obtained strategically

and examples of such land tanking programmes can. be found in most major

cities (USDepartm~nt of T~ansportationt 1982a and 1985).

The sale or lease of development rights has been used widely too. Ai;::-

rights over Denver's central transit district is expected to provide sorue

iJS$55tn in income during its fir Jt 15 ysars (US Department of

Transportat:.ic~", 1982a). In Miami US$2-3m per year will be re-ceived from

devel.opment, rights over one of the stat.iol'ls of its rapid rail system

(Brosch, 'l.984). Development around Toronto' $ heavy rail underground

system which cost Can$6.:lmto build has created Can$10 billion worth of

assessment (Mass Transit, 1988).

<:

A good example of a neaotiated investment is in Ne~ York (USDepartment of

Transportation, 1982a). A group of developers there are providing

US$31.5m to the city's rail authority to renovate an over.crowdad subway.

The money forms part of a US$lOOmpackage of puhHc improvements t.c the

developers' proposed housing and commercial project along th~ Hudson
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River. A second example of a community t.hat; has used negotiated

investments successfully is a county in Virginia (Spielberg. 1985). In

that county. a developer recently contributed al.,':cst US$20m in road

i.'li.provements. only a p:roportion of which were required for his

development. ill exchange for being allowed to construct an office and

h~tel complex in an areal which had previol.wly been zoned for residential

pUl'po$es.

Cost sha:dag agreements have been negot iated in Los Angeles and Washington

D.C. with regard to statioa maintenance and the provision of heating and

a it· conditioning respectively (US Department of Transport.ation, 1983d).

Sm.ilarly. in Iowa, a rear estate firm is sharing in the start-up costs of

8. bus service to an oJtlying area (US Department of Transportation.

1982b). In Houston, turnkey agre~~ts have been utilised to construct

park and ride facUities (US Depart"lent of Transportation, 1982a).

Several communities have aLso been successful in raising hundreds of

thousands of dollars for specific transport projects via pri'll'Hte

dOAations (US Department of Tran;;;portation, 1982a).

3.2.3 MerchandiSing app:oaches

Two final techniques for which figures can be given have been well used

throughout North America - those of advertising rights and concessions.

NewYork raises almost US$17.m annually from advert.i,sina while the MetL"oin
Washington D.C. raises US$l,6m and that in Ch~!cagoUS$2.2m (US Department

of Transportation. 1983d). 'With regard t.o concessions, the Southern

Califor.nia rapid transit district generates approximately US$lm in annual

revenue from its vending machines whilst in Toledo. sevaral, banks are

paying thf;l maintenance costs of bus shelters in which they have irLE.talled

aut.omatic teller machines (US Department of Transportation, 19S::Sd and

1982b).
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3.3 Westera Europe

The literature shows that value capture techniques have almost exclusively
been used in Europe in connection with rail schemes. Although the

literature indic:at.es that mr.:ru.oyerwage-bill lmrie~ have been utilised for

tran.sportation purposes in Paris and Vienna (City 'l'ransport, 1987) and

that join~ develp~men~ projects have been implemented in Weot Germany and

France, no figures en the amount of revenue generated are available. It

also appears that the use of special ben2fit assessments and !~!Xincrement
iinanctng has not proved pop~lar. The reasons for this are not given in

the literature. In Western Europe generally, joint ven~,.J;l!;ojects and

the exploitation of advertising ri~ and £_Qncessions at stat~'.()ns seem to

have enjoyed priority. In the case of the latter two tel::::'I.niques no

revenue figures are available.

I(

In Br.itain, some figures on the amounts of revenue earned from joint

venture projects are available (BaYds, 1985 and Loubser, 19;36). Hist-

orically, British Rail has held large amounts of lend and d\~ring t.he

1970's the British Rai~ Property Board was established to utilise the land

it held to best advantage and accru~ as much revenue 4S possible from it.

Initially, revenue was earned by selling surplus land and dt~ring the

1910's between £22 and £42m annually was obtained. In 1980, British Rail

Investments Ltd. was set up and the responsibility .Eor all non-operational

property was transferred to it from the Property Board. This was to

prepare for the introduction of private capital for development of Briti6h

Rail land holdings in accordance with the government's policy of

privatisation. Since 1980. they have succeeded in attracting £345m from

'the private sector to create offices, shops and factories on railway

lanii.

London Regional Transport (LRT)t the operators of London buses and the

London undecground, was also involved with private developers in the

1,970's in severs I jOint developments on LRT sites which earned ext ra
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revenue of approximately £2m per annum. This initiative has been stepped
up recently and the development of property assets in 1984/85 included a
programme of salest ground leases and direct developments. In this period,
the net rental income from property management was £13,6m and the receipts
from the development programmes were £3,6m.

Cities in Britain such as Gloogow, Liverpool and Newcastle have not used
value capture techniques to hel:.)support; their extensive rail systems and
have relied inctead on support from central government and local
ratepayers.

The new Dock'Lands redevelopment scheme in London is exper.:;tedto generate
substantial profits from property development but no evidence exists as to
whether this revenue will be used to support the new Docklands Light
Rail~~y (City Transport, 1988). In the main. local authorities in Britain
have been keen to secure the rea.l.Lsat.Lonof their development plans by
involving both public and private capital. Typically, these have been
redevelopment schemes adjacent to commercial centres of towns and cities
or " ,j developments in suburban locations. Transport projects have fl)rme(\
only one element of these broader schemes (GB Department of the
Environment, 1983).

In Croydon, London. the Valley Park redevelopment scheme provides evidence
that the negotiat~d tnve§tment technique can generate la~ge-scale private
capital for transport improvements out of new development rights created
for a 40 hectare derelict power station site (Surveyor, 1988). In this
proposal, tha developer will pay over 80% of the total of £6 to i7m for
major road improvements. a relatively small proportion of the total cost
of the development scheme, which is estimated at £475m (1988 pricas).

3.4 Far East

There a.re indications from the literature that privately owned railways in
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Japan have implemented developments over railway C'~tttin,gs (Tecltada and

Kuranami, 1990) and that tax increment financin_g has ~i':en experimented

with in Taiwan (Kuo-Ping Chang. 1986). but no d(i'~tail on these projects is

available.

In Hong Kong, howevez, the mass transit. corporat5.o17. has entered into a

number of jo.int ventures which have been widely document.ed (Hong Kong Mass

Transit RaHway Corporation, 1985). Joint development was undertaken to

develop airspace above stations and depots to take advantage of enhanC3G

land values in the vicinity ,-,.f the railway. The corporation has t.aken a

50% share of the profits from commercial and residential developments and

this revenue has made a significant contri.bution of anol:!t J.O% of railway

construction costs up to 1985. In addition, recurr-Ing rent.al .1.nccmefr.om

retained commercial facilities makes a ,lseful annual contrihdl.~.,m to

revenue (HK$80min 1985). By 1985. eip,ht joint devel<>pment ventures har.t

been completed, with work on anozher niIi.fl sites in progress , The

corporation manages residential prope:;:t i.E'S which house more than 50 OOC

people, provide 127 500 and 24 000 square metres of office and shop n~~ace.
respectively. and it owns and operates 54 500 square metres of shops.

During 198':,. the corporation disposed of a number of sites origina:ny

acquired fo;:' railway construction generating HK$151mfrom the sales.

Earnings from poster advertising. and !;oncessions (rental of kiosks and

mini-banks) increased from HK$42mto HK$57min 1985. Over 16 000 poster

sites and 113 kiosks are in operation.

The success achieved in Hong Kong has spurred Singapore and Calcutta to

acquire land for development around stations, although it must be

zemembexed that the very high population densities and keen competition

for limited urban property in Hong Kong has enabled the large scale

developments to take place.
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3.5 South Africa

The initial interest in value capture in South Africa, which has come to

the fore in recent years, is also largely centred on raii·Qased

transportation. This was generated on the one hand by Transnet' s mere

busit ...ess-like approach to the land assets it holds as a result. of having

to pay taxes on them (referred to earlier in t.he introductory chapter) and

on the other by the attempts of a committee I set up to investigate the

feasibility of an underground railway system for Johannesburg. to seek

ways of raising funds to support the huge capital costs of construction.

More recently. interest has been expressed by local authorities who want

to find ways to fund transportatim'l facilities for which they are

responsible. The potential for the j_Qint venture approach has already

been demonstrated in the Golden Acre/Strand Concourse development schemes

in Cape Town, for example (Brand, 1980), even though such schemes have not

been specifically designed to benefit the transport system.

l'ra.'lsnet has made great strides towards realising the development

potential of some of its land holdings. It has set up a Business

D~velopment Section to stimulate the generation of income through the

lease of un.utilised or under-utilised fixed assets for development by

private developers. A policy of generating profit from Transnet land

holdings has been ene1"getically pursued. It is expecting to secure

revenue even greater than that required to cover additional expenditure

incurred by property rates and tax~s (Loubser, 1986). Transnet is offer-

ing mainly three options - leasing air space and leasing and selling land.

The opportunity to establish modal interchanges at strategically located

stations is arousing particular interest. Already, development is taking

]f'lace at a station site in Gerllliston and sites in Johannesburg,

Cape Town, Pretoria and Durban have been identified an possible future

projects. In addition, the proposed development of waterfront facilities

at harbour sites in Cape Town and uurban is attracting the attention of

privp " developers.
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The committee set up to investigate the feasibility of an underground rail
system for Johannesburg is aware of the potential which value capture
techniques hold for making the proposal into a viable proposition and is
likely to advocate the use of such techniques if the scheme goes ahead
(Johannesburg Mass Transit Committee, 1986).

At a local level, authorities are now becoming more aware of the potential
that transport facilities hold for encouraging development. In Cape Town,
the strong development that has taken place adjacent, to the main line
station has encouraged the authorities to investigate further ways of
strengthening the relationship as well as utilising value capture
techniques for light l:ail proposals in the city. Similar awareness is
also being expressed on the Witwatersrand and in other South Afd.can
cities. This is particularly evident in the development of modal transfer
facilities.

A final comment can be made in relation to the sale of advertising rights
and cO!l£eJsion space at transportation facilities in South Africa.
Although this is exploited to some extent oy Transnet at railway stations,
local autho~ities at public transport termini and the Department of Civil
Aviation (DCA) at State airports, it is unclear whether this approach has
been sufficiently promoted. These are techniques which could probably be
more actively used.

The examples described in this chapter of where value capture techniques
have been used around the world demonstrate that substantial revenues.
totalling many millions in monetary terms. can be generated by each
technique. The income obt.adned vfilriesaccording to the nature of and
4ircumstances surrounding each individual project. BaseQ on the available
literature, it is clear that North America and in particular the United
States leads the way in terms of experience with numerous examples of the
successful implementation of a broad range of value capture techniques.
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In Europe, evidence indicates that the joint venture and merchandising
categories of techniques are most popular Wllilst countries in the Far East
are fast emerging as new centres of value capture knowledge and
experience.

The literature thus confirms that considerable scope does exist for South
Africa to investigate and experiment further with the range of identified
value capture techniques since tc. date use of them locally has besS'

limited.

The following chapters focus on research which attempts to assess local
attitudes, opinion and knowledge of value capture so that the capacity for
its development in financing transportation projects in South Africa can
be determined.
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CHAPTER 4: VAHlE CAPTURE AND TRANSPORTATION IN SOUTH AFRICA: A SURVEY

The planning and execution of a survey is a combination of technical and

organisational decisions (Moser and Kalton, 19(9). At some point in such

an exercise. the following methodological questions have to be addressed:

the purpose of the survey and the nature of the information or data to be

collected, the coverage of the survey. the survey method to be employed

including its design and the nature of the sampling frame. This chapter

describes the planning and methodoLogy adopted for the survey on value

capture undertaken as part of this study"

4.2 Purpose and objectives of the sn.rve:t

In order 1:0 investigate t.he potential value capture might hold for the

funding of transportatio~L projects in South Africa, it was considered

important to obtain feedback from appropriate individuals and bodies

inside the country. This would assist in evaluating the suitability of

each value capture technique identified from the literature according to

prevailing local conditions and circumstances. A survey of transportation

professionals from the public sector and representatives of organised

business in the private sector was believed apt for acquiring relevant

information because these people were likely to be the chief actors in any

value capture exercise in the transport field. In turn, their pe4ceptions

and awareness of the different value capture methods would most probably

prove fundamental in respect of t.he succes sfu l outcome. or otherwise t of

any local application 0": the value capture concept.

Three principle objectives were established for the survey:

o to canvass opinion about the value capture techniques

identified :i.nthe literature review;
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o to identify existing examples in South Africa in the

transpottation field where value capture has been applied;

and

o to describe and evaluate proposed transport schemes in the

major cities throughout the country which were considered to

have value capture potential.

The results of thE: survey were expected to showwhether consensus existed

amongthe participants ,dth regard to the use of the various value capture

techniques in South Africa and .,hether a pattern could be identified in

respect, of both the nature of 1 .8 t appl.LcatIons of va.lue capture in the

transport sector and prospective transport. projects advocated as

candidates for the future application of valua capture.

4.3 Survez coverage

Although possibilities for value capture should ideally be investigated

for all transport projects, evidence from the literature review suggested

that success in implementing value capture techniques is more likely in

conditions where there are large concentrations of people. This generally

implies urban areas and more particularly transport nodes in urban areas.

As a consequence, it was decided in the first place to undertake the

survey amongst public sector representatives responsible for road

t.ransportation in all the metropolitan core cities in South Africa, v.i.z.

Pretoria. Jolw.nnesburg. the East Rand, Durban, Pietermaritzburg, Port

Elizabeth, Cape Town and Bloemfontein. It was cotlsidered that the

potential for applying value capture to transport projects in these areas

would be greatest and thus worthy of extensive investigation. In

addition, representstives of Transnet, formerly the south African

Transport Services (SATS), and the Directorate of Civil Aviation (DCA)

were consulted in order to ensure that feedback was obtained regarding the

use of value capture in relation to other major t rsnspozt; modes (i.e.
rail and air transport).

i\
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Since vaLua capture techniques normally require the lnvolvement of the

private sector, views were also sought from the South African Property

Owners Association (SAPOA), the Johannesburg Central Business District

Association and the Association of Chambers of Commerceand Industry of

South J~fdca (ASSOCOM).Subsequent to the completion of this research,

the latter organisation has amalgamated with the Federated Chamber of

Industries to for.m the South African Chamberof Business (SACOB)~

In order to obtain acceptable feedback. the survey involved various

professionals practising in the transport field. Thus in the metropolitan

core cities, respondents .~:;2Cludedchiefly transportation engineers and

town planners, but also representatives of cities' legal and financial

services (e.g. Chief Estates Officer, City Secretary). Representatives

of Provincial authorities also partook in the survey in some instances.

In the ' case of Transnet, discussions were held with the Directors of

Business Development, Passenger Services and Planning, whilst

representatives of the State Airport Administration were consulted from

the DCA.

With regard to the private sector, respondents included property and

financial executives. transportation and urban affairs consultants,

economists and public t4ansport operators.

4.4 Survey method

li~ving identified the purpose and coverage of the survey, the next step

concerned the decision as to what survey method should be used. The

majority of sample surveys use a questionnaire of somekind and the choice

in this area is usually between Ii selr-administered questionnaire survey

or an interviewer-administe~ed questionnaire survey.
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In an extensive study of the effu:ts of survey method and questionnaire

design on the quality of data collected in transportation surveys, Barlow

(1981) compared the advantages and limitations of the two questionnaire

methods previously mentioned. His results showed that the self-

administered questionnaire survey was suitable for collecting simple

factual information and generally had time and cost advantages over the

interview-adminis tered questionnaire survey. However, the 1at.ter method

is more suiter.ble for collecting complex attitudinal and perceptual

information where the presence of the intervie"rer can help overcome any

comprehensdonproblems experienced by the respondents in understanding the

design of, or questions contained in. the queJti.onna ire . In addition, a

larger volume of information can be collected. open-ended questions can be

asked. probing is possible and the interviewer can provide encouragement

and motivation to ,?revent non-response and discourage guesses. Finally.

the interviewer-administered questionnaire survey was more likely than the

self-administered questionnaire survey to provide high quality inform-

ation.

(,

It was decided that the survey method to be employed for the value capture

study would be an interviewer-administered (by the authur) questionnaire

survey primarily because both perceptual and attitudinal information would

be sought as well as factual information. For each organisation

approached, the interviews conducted would involve. wherever possible, the

individual completion of a questionrai:r.e followed by a group discussion.

Prior to the interview, a copy of a report of the literature review

completed as a result of 't.he first phase of the study was forwarded to the

body or persons to be interviewed an1 those attending the interview were

asked to read the findings in order to acquaint themselves more fully with

the subject of value capture. This was to enable respondents t.e partake

more fruitfully in the subsequent survey and discussion.

(
The questionnaire (see Appendix A) which each respondent nt the interviews

was asked to complete attempted to obtain information by ask.ing two
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questions. The first question asked for general comment about value

capture based on the literature review findings together with info~~ation

on any other value capture techniques or variations the respondent was

aware of. The second question asked respondents to indicate the~r

attitude towards each of the fourteen value capture t<>chniqu':Jsidentified

in the literature review in tel~S of their pote Lal for practical

implementat.ion in South Africa. This was attempted by asking ...or one of

six possible responses concerning each technique using a verbal rating

scale. The responses were: like a lot. like some. indif:~el.snt , dislike

some, dislike a lot and don't know. Van d~r Reis (1983) has shown that

verbal rating scales are superior to numerical or visual rating scales in

terms of respondent understanding and familiarity and that a five-point

scale ir the optimum for westernised respondents judging transport

attributes, as would be the case in this study. The response "don't knowH

was added to the five point scale in order for respondents to express the

view that they did not understand the significance or intention of a

particular value capture technique. Having selected their choice,

respondents were then asked to state motivations for their an~wer and to

indicate whether they were aware o~ any legislative or other obstacles

which might impede the implementation of a technique in South Africa.

During the group discussions that followed "~\pletion of t.hs

c

que~tionnaires, information was sought on three topics. Firstly, a

general discussion was held concarndng the fourteen te~hniques and the

responses given in the completed questionnaires. Secondly, any existing

local transport related scheme where value capture techniques had been

applied was identified and examined in terms of its p~oblems and

successes. E'inally, respondents were asked to identify prospective

transport schemes in their local area which they considered to have value

capture potential. Each of these proposed schemes was discussed and

categorised according to a list of variables (see Appendix B) associated

with the transport-land use relationship. This exercise was Intended to

establish two things: firstly. whether particular types of transport
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scheme were perceived to lend themselves more readily to value capture
than ~thers and secondly. whether those schemes iden~ified as having value
capture potential had particular characteristics in terms of the
transport-land use variables used to categorise them.

The questionnaire was pilot tested amongst colleagues in the
transportation research field and on respondents from the Pretoria Cit.y
Council and found to perform to adequate standards. Minor adjustments to
the format of the interview were made, however. in order to reduce the
tdme required to complete it. Thus .1et.dls of past applications of value
capture and possible future applications were recorded by the interviewer
and not the respond~nts.

4.5 Sampling frame

The practical difficulties posed by time and cost constraints precluded
the use of a randomly selected representative sample of individuals from
all the respondent organisations.

Therefore, since it is public authorities, or their agents, which to a
large extent plan and control transport facilities, the first priority WAS

to obtain opinions regarding value capture tech~iques from these quarters.
In order to enable value capture to become a practical reality, however,
it W81) realised that the vieWS of the private sector would need to be
obtained and contr.astedwith those of the public sector.

In t.atal, the interview survey obtained the opinions and conunents of
eighty individuals who represented three broad sectors of interest - local
authorities, private sector groups and t.xansport; operators Iadministrators.
The majority of the responses (two thirds) were obtained from local
authority r~presentatives. The rema5ning responses (one third) were those
of repreaentatives of private sector organisa':"'ionsand of '..ransnet and the
DCA.
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In terms of completed questionnaires, which pzovLded a full evaluation of

the fourteen identified value capture techniques, fifty-two were obtained

from LocaL authorities. six from individu~ 1p in the private sector and

three from representatives of Transnet, giving a total of sixty-one. The

DCi').. representatives declined to compLet.e the questionnaire on the grounds

that they considered themselves ill equipped to offer valid judgements

conce~ing the techniques. They did, however, provide interesting

information regarding policy in respect of commercial practices permitted

at State airports and the successes and problems experienced in this

regard. Th~ comparatively low number of completed questionnaires obtained

from pri'Jate sector respondents was largely the result of many of these

individuals being unable to afford the time (up to three hours) required

to complete both the questionnaire and hold a wDrthwhile discussion. In

most cases the respondents preferred, in the time they did have available,

to provide a more general overview conc.erning value capture and the

identified technique3 as part of a gtOUp discussion.

The sample is, the re fo re , skewed with regard to compIet.ed questionnaires

in favour of public sector respondents. In terms of i'nterpreting the

results. hot-rever, this bdas need not be considered a drawback for t.he

following reason. Although fewer completed questionnaires ~lere obtained

from private sector respondentc, their opinions W,'i!reexpressed chrough

group discussions and, as shown in the following chapter, their opinions

did not differ sharply :l:2°0mthose of the public sector respondenes .

It can also be argued that initiatives to implement value capture

extensively in the transport field would necessarily have to obtain the

approval and support; of those currently responsible fot policy regarding

the provision of transport facilities, viz. public authorities.

Consequently, the eJCperiencl? and opinion of the public Dector respondents

"<oTouldbe particularly significant in establishing workable guidelines

regarding the implementation of value ~apture. Howeve:t, the ~rital role to

be played by private sector interests in converting value capture concepts

into successful practices must not be ovetlooked.
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4.6 Presentation of surv~indings

The results of the interview survey are presented in the next three
chapters according to the following format. Chapter 5 includes the
general comments made by the respondents on the concept of value capture,
it reports on variations to the value capture techniques not described in
the literature and it analyses the attitudes of the respondents towards
the fourteen identified value capture techniques. Chapter 6 describes
past applications of value capture in the transport field in South Africa
as recalled by the respondents whilst Chapter 7 ??resentsan examination of
possible futu~e transportation applications of value capture.

Where relevant and where a particular organisation. or re~pondent from an
organisation. emphasis~d a specific point, the views and comments
expressed are broadly referenced to either the public sector or the
private sect.oror to the three source groups identiHei in section 4.5
(i.e. local.authorities, private sect.orgroups and transport operatorsI
administrators), but confidentiality in terms of individual response is
madnt.adned ,

)
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CHAPTER 5: ATTITUDES EXPRESSED TOWARDSVALUE CAPTURE

5.1 Gene~al commenton the concept of value captur~

Before a detailed analysis of attitudes towards each value capture

technique is presented, this section provides a brief overview of the

opinions expressed by the respondents to".iard~ the general notion of value

capture as well as noting variations to the value capture techniques the

respondents were aware of but which were not identified from the

literature.

Although :reaction to the fourteen identified value capture techniques

varied (see section 5.2) t the genera L concept of value capture was

favourably perceived by all the interest groups interviewed. albeit from

different perspectives.

Many public sector representatives conceded that to date the possible

benefits of value capture had not been fully appreciated or exploited by

public authorities in South Africa. To a large degree. this stems from

economic and political ideologies concerning the provision of public

facilities that have existed until l:E'cently In the public sec cor. but

which now seem unlikely to prevail into the 1990s as funding problems

worsen and tb.e world-wide trend towards privatisation and deregulation

gains momentum. Indeed, the link between the government.'s current

privatisation initiatives and the inv'olvement of the private sector in the

provision of transport facilities through value capture was nidely

reco3nised and cited as topiral.

)

As a result of past public sector practices. however, the possibilities of

raising revenue for transport projects by means other than through direct

user charges or taxation was. for some local authority respondents. an

approach that was now being considered for the first tL~e and the lack of

public sector expert Lse in this area was consequently a cause of major
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concern. It was also recognised that any future application of value

capture will require, in many cases, e change in philosophy towards land

use control which, if not carefully handled. could lead to the rejection

of long established land use prinCiples in order to produce revenue. This

in turn could affect the prioritisation of projects and compromise codes

of equity. In the opinion of some local authority representatives. the

possibilities for raising funds for transport projects via value capture

methods was only likely to succeed in metropolitan areas where wealth was

sufficiently concentrated and where private sector investment was likely

to yield an adequat~ return.

Public sector respondents considered that the qualifications and

personality of' those people involved in the implementation of value

capture projects was crucial in ensuring success and that before value

capture could be widely applied, structures to enhance co-operation

between the public and p~ivate sectors would need to be established. The

issue of whether a local ·~uthority should be seen as a development agency

in the market place and the question of its involvement in risk venture

schemes also required attention; these matters necessitated joint planning

betwe2n the private and public sectors.

)

Transnet, which is presently a pioneer in many respects in South Africa

with regard to the employment of certain value capture techniques, has

inherited from SATSan autonomous arm set up to pursue this .method of

raising funds. This is interesting in view of the commentsmade by local

authority respondents concerning the establishment of structures to

facilitate the implementation of value capture. The land holdings that

the railways administration historicalJy acquired has placed Transnet in a

strong position to employ j oint venture type value capture techniques.

The Transnet representatives interviewed. however. were keen to point out

that development and transport should be looked at rn their totality and

not from the perspective of t ranupor t , or a particular transport mode.

I!.lone. Value capture revenues obtained could be used by Trans:''let for

augmenting funds to support socio-economic services although the level of
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transport service operated would probably be a crucial factor in the issue

of attractir,g investment. It has not yet been decided to which part of

Transnet value capture revenues would be earmarked or dedicated. This

remains a matter of current debate pending Transnet' s commercialisation

and possible privatis~tion.

The issue of dedicating funds was also raised by private sector

respondents. It \1.9.S the view of many interviewed in this sector that the

c.redibili'l:.y of dedicated funds has fallen away, particularly in the

t~ansport £iel~; where revenues received from levies on fuel, for

instance. are now utilised for purposes other than transport. Such a

trend could undermine potential transport rei~ted value capture projects

if private sector investment were not matched by adsquate public sector

expenditure on transport. Transport sys tems would have to remain viable

to encourage private sector participation.

In general 9 the private sector representatives emphasized that for the

private sector to willingly enter into value capture p~ojects. a benefit

or profit in their favour would need to be clearly identified. A fear

e:dsted that overseas models regarding value capture "~.ould not be

accepted without first conducting more research or feasibility studies

demonstrating the workability of v~lue capture in the South African

si'tuation, where the danger of the concept becomdng politicized was a

distinct possibility.

c

One point that was repeatedly made concerned any pre-supposition that the

provision of a transport. facility would automatically create a potential

for the use of value capnure techniques. The privatli> sector respondents

emphasized that to promote value capture purely because of a lack of
public funds for transport is an incorrect approach. Real economic growth
was r~.quired to create real value which could be captured at~d this was not

possible in a stagnant or declining ecr'"l.omynor where poliCies were not

co-c..::dlnated.
c
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It was further pointed out that adequate transport systems may be
necessary in certain situations to protect existing investments from
declining and that decentralization policies, for example. work against
the viability of central business districts. Although it can be argued in
this particular example that any in.vestment undertaken docs not
automatically warrant further expenditure to support it, there is a need
to focus on how value capture interacts with other policies in the
planning and transport fields so that attention is brought to bear on wllat
is being implemented i11.parsudng value captuee rather than simply on how
to implement it.

Relevant legislation was widely recognised by many respondents as a
potential obstacle to the implementation of value capture in South Africa.
Respondents were asked in the survey to identify what legislation might
prevent the use of a particular technique and although this problem was
alluded to with regard to many of the tecT~~iques, the respondents were
generally unable to identify specific legislation which should be
investigAted. This largely reflects their la~k of legal expertise and is
compounded by the large number of executive authorities which exist in
South Africa. They did emphasise, however, that all land use and
transport legislation affecting the different levels of government as well
as laws governing what duties public authorities may perform or how they
should operate would require attention. The question will thus require
research which is beyond the limits of this investigation.

All of the respondents stressed that value c&pture was not a panacea to
present funding problems in the transport field and that there was no
single formula that could be applied w:l.thregard to its implementation.
Instead each individual situation should be assessed o~ its merits and
value capture recognised as ona tool which can be used in the funding of
transport projects.
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Notwithstanding all of the issues raised by the interest groups
interviewed. sufficient interest was expressed on the ~.h:·m.eof co-

operation between the private and public sectors in tic'!.'" f,::.)vlsionof
transport facilities to justify more serious investigat;l,."t of. the value
capture concept. If 8@equately tested and marketed, value capture could,
in the opinion of many ::roGpondents.make a meaningful contribution towards
the funding and provision of transport facilities.

5.1.,1 Value capture techniques not identified in the litera~ ..u:?e review

As part of their general t. J.,1Il1entson the concept of value capture, survey
respondents were also asked to state whether there were any variatiuns or
other value capture techniques they were aware of which were not contained
in the literature review.

A method commonly used by some local authorities in South Africa (either
in the past or cur rent.J, obtain funds for required infrastructure.
over and above revenue d ~d from ordinary local taxation. is that of a
charge collected when granting more intensive use of. or a change in. land
use rights (i.e. rezoning).

These charges are known as an engipeering services levy, enhancement levy.
bulk services contribution, endowment contribution or betterment levy
depending on where in the country is under discussion. The charge is, O~

has been. levied according to various formulae, many of ~hich are based on
the increased rateable value of the land or property after rezoning takes
place. "

c

c

To a certain axtent, these charging methods are akin to some of the
tech:niqUces identified in the property reIat.ed charges group the
liter~ture review. However, they have genera.lly been applied in the
transportation field in South Aft'ica only in respect of 10;::a1road
construction or improvements (often .i,nresidential areas) and not as a
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contribution towards,

transport facilities.

for instance, system wide improvements or public

Furthermore. whereas the supply of other public

services, such as water and electricity. may secure additional revenue

based on a measurement of their use, this does not apply in the c~se of

public road usage. Funds from fuel levies, which were previously

earmarked for transport improvements and ma.intenance, have declined in

real terms and have recently been diverted for other purposes. One result

of this loss of funds for transport has manifested itself in the recent

moves to privatise and toll certain new roads.

It is evident, therefore, that methods such as rezoning levies, which can

be considered to fall within th'" value capture far.li1y of techniques, will

have to be seriously reviewed in attempting to redress the imbalance

between the need for transport facilities and the lack of available funds

for meeting this need.

Most of the other possible instruments ment.Loned by respondent s for

obtaining revenue for transport projects are essentially variations of

those techniques deacr Ibed in the literature review. They include the

transfer of devel.opment, or bulk rights, the buying of priority for a

transport improvement vital to a developers' project. a proposal call for

the design and construction of a transport project and the establishment

of a private company (in which shares are sold) to establish and/or

operate a transport facility. These methods coul.d all be described as

variations of the jo:i.nt venture category of value capture techniques.

details of lithich have been sununarised in t.he literature rf:view.

Two other t~~chniques mentioned by survey respondent s were a local sales

tax and a prc,fitability tax. Although, as direct forms of taxation, t.hese

~'lrrant attenti()n from a wider perspective of the ~unding problem in

transport, they were not considered to fall, for tile purposes of this

study, under the value capture umbrella and are therf'.<;ore not discussed

furthel·c
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5.2 Attitudes regarding tho faurteen identified value capture techni-

,qyes

5.2.1 Background

The responses obtained from those who took part in the interview survey

regarding their attitudes and perceptions towards the fourteen value

capture techniques are reviewed in the following sections.

The analysis of the questionnaire responses focused as much on detecting

trends and areas or points of emphasis or agreement as on the number or

percent.age of respondents who expressed preferences or par-cicular

attitudes towards each technique accordfng to the rating scale. It was

considered that care had to be exercised in relying solely on a

statistical analysis of the rating scale results. This was because the

options selected and the perceptions expressed by the respondents in

filUP _:t of their choice were subjective and wet'e based on the respondent's

thinking 1)I.,t.dexperience. Equally. answers may have been influenced by a

respol1dent's understanding of how a particular technique is utilised or

jmplemented. One technique may therefore have been appropriate for one

individual or organisati~n and not for another.

)

c

Furthermore, it was felt that by following this more holistic approach,

insights of great.ez relp.vl'lnce -y;ouldbe etcained. This would assist in the

taak of developing a value capture policy in the field of transportation

and in turn would facilit.;;..te the drawing up of guidelines which both

identify the major issues surrounding value capt.ure as well as suggesting

ways of tackling them.

c

Therefore, in order to interpret more readily the responses obcadned, a

two step process was followed. Firstly the number of positi.ve responses

(Le. like a lot. like some), negative responses (i.e. dislike a .lot,

dislike some) and non-conml.t.ed, responses (i.e. indiffer~mt, don't knee)
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given to each technique were totalled, as shown in Appendix c. Secondly.

examination of the comments given by the respondents, both in the

questionnaires as motivations for supporting the response they selected

and in the general discussions, enabled specific strengths or weaknesses

concerning each technique to be highlighted. This second step in the

analysis allowed for the inclusion of ~ommentsmade by those respondents

who were unable to complete the questionnaire because of time

constraints.

The presentation of the results of the attitude su:rvey thus adheres to the

following structure. Firstly, a brief definition of the value capture

technique is given. The defbition is the same as that used in the

questionnaire to remind each respondent of how the technique is utilised.

A summaryof the responses received in the rating scale exercise is then

shown followed by a resume of the positive and negative perceptions

mentioned by the respondents in either supporting their rating of each

technique or as expressed in tHe group discussion.s. Finalljr, a synopsis

of the most pertinent remarks made about each technique is presented and

related to the major issues raised in the literature.

\
)

In the literature review, the value capture techniques were grouped into

one of three categories: property-related charges t joint ventures and

merchandising. :£o'orthe purposes of showing t.he responses obtained in the

interview survey, this cat.ego.rdsatLon is maintained. Each category and

the value capture techniques contained in it are, therefore, briefly

sununarised below for the purposes of continu.i.ty and to aid the .reader.

c Value capture techniques placed in the propezt.y-ze Lat.ed charges group

focus on tapping a portion. of tee benefits gadned by the owners or usezs

of properties as a result of their location close to a transport facility.

The five techniques under this heading comprise: special benefit

assessments, tax increment financing, connector fees. i..'l1pactrequirements

and employer wage-bill levies.

\\

c
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The techniques in the joint ventures category embodythe principle that it

is frequently mutually advant.agaous for the public and private sectors to

co-operate on transportation projects. The extent to which either sector

is involved in each t.echnique can vary. The techniques pLacad in this

category aLe: land

leasing or selling

banking,

developed

leasing or selling development rights,

property, joint development. negotiated

investments, cost sharing and donations.

The techniques in the third category, merchandising approaches, focus on

the opportunities for sales presented at the t1:a"1.~portfacility itself.

Such sales are basically limited to the sale of actvertising space and the

sale of goods and services. Consequently, the techniques under this

heading comprise the leasing or selling of advertising space and

concessions.

5.2.2 Property related charges

)
( • l.1; Special benefit assessments

Definition: A fiscal measure whereby some or all of the costs associated

with providing a t.ransport; facility are borne by owners of properties

within a well defined araa , the boundaries of which are drawn to IncLude

all properties benefiting from 'the proj.ect .

c Rating scale results:

Positive responses 31%
Negative respon!.es 59%
NOll-commltal responses 10%

TOTAL 100%

c
Positivf:.' perceptions: This technique had. appeal for some respondents

based em l.ts theoretical rationale and because it incorp::trated elements of
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the user pays principle. There was a belief that applying this technique

would be more appropriate in the case of new transport facilities and that

it may reduce the harmful aspects of property speculation in respect of a

proposed transport facility. It was suggested that a better understanding

of North American experience in relation to implementing this techni!ille

might serve to reduce many of che negative perceptions surrounding it.

especially the impression gained by most zespondent.e that it ,..oul.d be

enforced rather than voluntarily applied.

c

Negative perceptions: Problems associated with this technique, which were

repeated1.y ment.Lonedby zespondent.e from all interest groups, were those

of implementing it in pzact.Jrs , This would involve equitably assessing

the extent of any benefit r:~;..iv;;i' cv~r both time and distan-:e from the

transport facility. The dete ~.nin!"tJ.on of the area over which the

assessment would apply; the drawing of boundaries and the problem of

discontinuity associated with boundaries were all cited as significant

disadvantages which would arouse opposition. There was also the

possibility that the assessment might be contested in court culminating in

expensive and protracted litigation. Concern was expressed that property

owners in an assessment district might bear the risk of an unsuccessful

transport project or pass on any costs incurred to consumers or tenants.

If land and property values were to increase around a transport facility

because of its presence, some respondents argued, increased revenue would

accrue to local authorities in any case through highex property taxes.

Thus to add a further charge in the form of an assessment fee would

constitute double taxation. Since South Africa was already in rr~ny

people's opinion a heavily taxed nation, such a re would not be

favourably received. Extra administration costs would arise and changes

in legislation would probably be needed.

.)

('

SUDDary: Although the principles behind the special benefit assessment

were genaraLl.y supported, the respondents perceived that because the

technique is a fiscal measure, any assessment might be imposed rather than

..... --.~ .....-~- • 1 ,,_-_
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applied with the support of the communitJwho had to pay it. In addit,ion,

the ':e')pondents endorsed the problems v7ith this technique highlighted by

the literature. Illost notably those of how to equitably determine the

benefit received and thus the assessment to colIect.

(ii) Tax increment financing

Definition: A charge which is based on the expected appreciation of

prope..:ty values within the sphere of influence of a proposed rranupoxt;

proj ect. The property value increment is used as a security to oht.aan

funding for the project.

.33%
57%
10%Rating scale results:

I Positive responses

I Negative tesponse3I Non~commital re'ponses
TOTAl. 100%

c

Positive perceptions: .Although stiLi. generally disliked, tax increment

finanCing was margir..allj more favoured than special benefit assessmel1itson

the grounds that the benefits which would be expected to accrue as a

result of a transport project wouLd have to be more adequately

demonstrated in advance in order to secure the necessary financing, The

t.echnd.que would also allow for relevant before and after data. 1,0 be

collected. which would ease the revenue assessment and collectioIi vro~ess.

Despite possible distortions such a technique might have on the pro~erty

market. property valuations were seep in general as being governed largely

by free market forces. Property rating was also considered to have a

tradition of arbd.trac Lon and was a mechanxsm many officials ht.d exper.lence

cf.

Negr',ive 't)erceptions; Many of the problems identified with special

benefit assessments were seen as con~on to t~~ incr~ment financlng.
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Again, measuring any appreciation in property values due to a transport

project would prove difficult, particularly when taking into account

; nfl£tion and the effects of non-transport factors 0 It was considered

H.kely thtlt the property valuation system would need to be refined and

improved0 The degree of risk involved concerned many public sector

representatives, particularly if, after a transport project was completed,

growth failed to take place or deve l.opment;was driven away because of

extra costs. The ~ffect on small business might be especially critical in

this respe~t. Increased administrative costs and legislative problems

were also envisaged.

SUDEJary; Tmr. increment finan:::ing was not well 1 iked by majority oi the

survey responaent s tor much the same reasons as the special benefit

assessment. In particular. it was considered that the sophistication of

the local property valuation and local tax systems might have to be

considerably enhanced in order to accommodate the use of the technique.

The respondents fully agreed 1{Tiththe point raised in the literature

concerning the difficulty of separ-at.Lng transport induced bene£its from
)

those generated by other factors, but added that problems in this regard

c0:11d be compounded by inflation and by weak or no economic growth

situntions.

(iii) Connector feep

(.

Definition: Charges to owners or developers of buildings adjaeent to a

tran~p~=tation facility spec~fically in return for the advRntage of being

ph;sically connected to it.

Rating scale results:

Positive responses I 77~
Negative responses 15%'
Non-conunital responses L~,t

~ T_O_T_A_L ~
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Positive perceptions~ It was generally accepted by all of the respondents
that the benefits to be obtained through the application of the connector
fees technIque could be more easily calculated that the other techniques
in the property related charges group. Private sector respondents
believed that any charge could be based on some assessment of turnover or
income. This would make it easier for a developer or entrepreneur to
decide whether the costs of connection were bearable. An annual charge
rather than a one-off fee might pLove more equitable and could also allow
for adjustments. It ~:rasfurther believed that both private and public
sectors could t3asilyrecognise the benefits that both parties could secure
from an agreement of this type. The public authority was likely to be in
a reasonably strong bargaining position where such a technique was a
possibility since something tangible 'C'7asbeing offered to the private
sector. It woul.d seem to be a relatively easy technique to implement and
a negotiated agreement could 18 drawn up at the beginning of a project so
reducing property speculation. An important factor concerning this
technique was that it was perceived to be vc~untarily applied rather than
enlQrced. Substantial benefits can be derived by certain businesses from
a good location and undertakings w~',thstrong accessibility needs or
dependent on passing trade may well be enthusiastic to enter into a
partnership of this nature. Being attad.ed to a transport facility could
offer a captive market if travellers must pass through the connecting
access way and in return the attractions of a connected development may
stimulate the patronage of the transport mode involved.

i

Negative perceptions: Despite a general perception that connector fees
could ce fairly easily calculated. there remained concern amongst public
sector re'spondentsthat difficulties could be faced in reaching agreement
between the parties involved and that costs incurred by the private sector
might eventually be pas~ed on to their clients. Legislation would
probably require amendment and the public body's responsibility w'ith
regard to this technique would need to be clearly defiued. It was felt
that there may be relatively few opportunities to utilise this technique,

. " .- .



-58-

particularly in low income or depressed areas. Furthermore. others not
connected to a transport facility would not contribute to its cost yet
could still derive benefit from their proximity to it. Care should be
exercised to ensure that community needs were not sacrificed for
commercial interests and that pedestrians leaving a transport facility
would not be forced to w'alk contrary to their desired routes.

Summary: Considered ar. appealing technique by most respondents, but
especially those from the private sector. the only major drawback
mentioned about connector fees was that the opportunities to implement the
technique might be limited to facilities such as public transport
terminal~ or parking garages. The cOnIDlercialadvantages to be obtained by
connecting developments tu transport facilities for both the private
sector (through increased trading opportunitie~) and the transport
operator (through increased patronage) were points well understo0d by the
respondentp, even though not highlighted in the literature.

.)

(iv) Impact requirements

Definition: Charges or other conditions imposed on new developers to
mitigate or compensate for the impact of their projects on existing or
planned transport facilities.

c Rating scale results:

Positive responses 77%
Negative responses 13%
Non-commital responsec 10%

TOTAL 100%

Positive perceptions: Like connector fees, impact requirements were
mostly seen as charges which could be negotiated rather than legislated
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for and thus would be relatively easy to implement and administer. If the

technique was used at the outset with regard to a development proposal, it

would likely be more acceptable and would thus reduce any costs the

community might otherwise have to bear. The technique 'was seen as an

extension of requirements which already exist in many loea:" authorities

covering contributions towards the provision of engineering services and

parking facilities necessitated by new developments.

Negative perceptions: Dissatisfaction may be caused amongst developers if

suitable guidelines regarding the use of this technique are not drawn up

and implemented equitably. Any charges If-vied would need to be carefully

managed, for if cost.s exceed perceived benefits. development may be

stifled and diverted elsewhere. It would appear unlikely that this

technique couLd be imposed upon developers acting within their existing

rights without first studying the legal ramifications.

SU!IIJlary: Impact; requdremencs {like connector fees} were not seen as

compulsory cont.rdbu+: ems ';~o-v;ardsfunding transport facilities as was

perceived in the case of special benefit assescment s and tax increment

financing. However, the respondents agreed with the literature review

finding that if impact -cequiremer.i.'il,~a"H aggressively applied, development

could be constrained. Given '.31uth Africa's need to stimulate economic

growth, this issue would require careful attention. Nevertheless,

respondents had had experience of local interpretations of this method

vlhich could be built. on to ensure that application and managementof the

technique is uniform.

)

(v) Employer wage-bill levies

Definition: A tax levied on all wage-bills paid by employers within a

defined area served by ~ tranS~0rt facility.
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Rating scale results:
Positive responses 29%
Negative responses 56%
Non-commital responses 15%

TOTAL 100%

Positive perceptions: This techni Iue may be easier to implement aT.to
control following experience of th~s type of levy with the establishment
of the Regional Service Councils. As transport improvements generally
benefit a whole region and help to ensure a steady workforce supply, this
meth~d allows for the :osts associated with those transport improvements
La be spread more evenly. The technique may be more successful where new,
especially industrial, areas are established and tl'.\er harge levied ccuLd
either be a one-off or an annual charge.

Negative perceptions: The major difficulties identified with implementing
this tec~~ique were again those of defining the basis for calculating the
charge and the area over which it would apply. Problems might also be
encountered with respect to how 0r where revenue obtained would be spent.
Although widely based, it was arguwl that not all contributors may clearly
benefit. Labour intensive companies would be discriminated against and
small or young businesses would be burdened with extra costs. This could
result in lower wages for the workforce and have a negative effect on job
creation. The objections raised when introducing Regional Service Council
employer wage-bill levies could well mean that their further use would be
unpopular or politically unacceptable. Legislation would probably require
amendment and certain administrative costs could be incurred.

S1lllIna.ry: Familiarity with this technique, as a consequence of its recent
introduction in South Africa as a general revenue raising mechanism, did
not encourage the survey respondents to favour it. Instead, its use as a
method to fund specific transport projects was perceived more as an extra
employee-related expense which would particularly af.fect companies or
industries employing large labour forces. This latter point, which was
not highlighted in the literature is particularly Impcruant; in South
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Africa. Given the country's present population profile, where large
numbers of young people will be entering the j ob market over the next
decade, the need to create employment opportunities, especially unskilled
ones, is an issue which may preclude any extended.use of employer wage-
bill Levxes ,

5.2.3 Joint ventures

(L) Land banking

~efinition: The public acquisition and holding of land for planned future
use.

Rating scale results:
Positive responses 59%
l~egativeresponses 33%
Non-commital responses 8%

TOTAL 100%

Positive perceptions: To a certain extent, some public authorities in
South Africa (e.g. Transnet and Bloemfontein) have passively banked land
in the past. Land banking can be an effective policy if carried out with
circumspection and it can support forward planning and the co~ordination
of appropriate land use to achieve desired planning goals. Revenue may be
obtained through a land banking policy to provide facilities and services
which are not generally income producIng or cost covering. Land banking
might also help to avoid problems currently experienced when expro-
priating land.

Neglltive perceptions: 14any respondents, especially from the private
if

sector, cited ethical against allowing public authorities to I'reasons ~
C operate in t.he market. There fears that such couldproperty were a move

distort market forces and that corruption and speculation might be

{, -e
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fostered. for instance, by authoritieG vTithholding information to obtain

land at cheaper prices. The acquisition of land could also drain an

authority's resources and might in some cases expose it to a certain

degree of risk. If 12nd acquisition accelerated. the planning of

transport schemes might not keep pace and acquired land might then

possibly lie sterile before development. a sub-optimal use of land that

could affect surrounding property values. Often, local authorities are

not peunitted to purchase land ex.cept for a specific reason, but to

prevent abuse, a time limit could be set beyond which land should either

be sold or developed. Most government agencies are also n£JW obliged to

pay tax on th~ir land holdings. A negative reaction could ensue if land

acquired by 1;1, public authority was not used for the purposes "'riginally

intended. In an atmosphere ~~ privatisation and deregulation, ic appeared

incongruous to many respo:ndents to encourage public sector ar.quisition of

land. Lana banking was likely to be of limited use in at:re deveLoped

cities and administrative and legal difficulties could arise.

c

Summary: The land banking technique proved to be one ~f the more

cont rcvezs La.l value capture methods in the minds of meny respondents. The

ability to centrol land use and development through large holdings of land

was clearly perceived by all respondents. Those from the public sector

understood their planning responsibilities could be more easily carried

out if t.hey owned large tracts of land, but present government policy

dd.rect.i.ons tended to temper their enthusiasm. The private sector

respondents. on the other hand, fully supported th.e contention made in the

literature questioning the desirability of public bodies pezformdng the

role of a land banker. The financial constraints and the long time frame

often associated with the development of land. already appears, however,

to be restraining the public sector's influence in this area.

Nevertheless, the significance which the o~~ership of land imparts upon

tlle mechanics of many of the techniques in the joint ventures category was

recognised.
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(iiJ Leasing/selling development rights

Definition: The leasing/selling of rights to develop above. belcw or

around a site used for transportation purposes.

Rating scale results:

Positive responses 90%
Negative responses 5%
Non-connnital responses 5%

TOTAL 100%
--"

Positive perceptions: This technique was well liked by virtually all

respondents as it could be fully negotiated end no coercion ~\TaS Involved;

In most cases Wher.ethis technique could be utilised, the public authority

would be in a strong bargaining position, yet the private sector would

probably be willing to co-operate if it perceived a clear benefit to its

operations. Little development expertise is required by the public sector

and minimal risk is involved. The technique also helps to optimise land

use and encourage integrated planning. The planning authority is in a

position to retain a degree of control t.ver the type of development,

espec il-tlly through leasing. whach ~lOuldbe useful if the transportation

facility needed to expand at a later date.

)

Negative perceptions: Public authorities would need to acquire new

expertise with regard to negotiating or gauging the economic climate in

the property market. This 'liTouldalso involve preventing any distortions

to the prope:ct;v market by the release or acquisition of publicly owned

land. There was concern, too, that commercial interests should not be

allowed to override social ones and that revenue obtained should be

dedicated in someway in order to prevent its misuse. Any lease or sale

of development rights should preferably be carried out on a tender basis

and should be preceded by a well thought out land use and urban design

plan. Legislation to enable the use of this technique may be required.
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S'WIIn!lry: Very strong support was received .._•.nearly all the respondents
regarding this technique and the literature findings were fully agreed
upon. The most significant limiting factor appeared only to be one of
sufficient understanding by the public secuoz of the workings of the
property market, although this could be relatively easily overcome through
co-operation with private sector interests.

(iii) Lea...ing/ selling develope\:!properties

Definition: The public b.ldy itself devs Lops the rights it holds and then
leases or sells the property that has been erected. This ccul.d inchuu
leasing of the whole site on which the transport facility is dtuated for
management by private enterprise.

R~ting scale results:
Positive responses 6U
Negative responses 20%
Norr-commdtal responses 18%

TO'l'AL 100%

Positive perceptions: Many of the positive perceptions
leasing or selling of developmen~ rights applied equally
of leaSing or selling developed property. Although input

concerning the
to the technique
from the private

c

sector was still necessary, more control rested with the public authority
in this case and more attention could be paid to enhancing the viability
of the transport facility in concert with the development. An alternative
to direct public sector involvement could be the establishment of private
companies to control such projects. This might involve a sale to the
private sector {including the transport facility) and a leaseback by the
public authority.
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Negative perceptions: Far more negative feedback was received regarding
this technique than with th-e sale or lease of development rights. This
was mainly because it was perceived by many respondents. including those
from the local authorities, that it waF not the role of the public sector
to compete with the private sector in t~e property market. In any case,
little expertise was available in the public sector to fulfil the
requirements necessary to implement this technique and there was currently
little prospect of funds being made availahle to employ specialists in
this field. In addition, if a strain was placed on funds through
jnvesting in property. more urgent projects could be neglected and this
could arouse opposition in many circles, not least from the State, which
had to approve the expenditure of public authorities. Investing in
property also carries a financial risk which is subject to the vagaries of
the economic climate and although such investments had the potential to
secure good returns in the long term, they W2re deemed not to be as
flexible as leasing development rights. The genara l, consensus was that
private enterprise was more gee red towards the optimal utilisatioll of land
and property. Practical difficulties in terms of administration and
legislation would also be faced when implementing this technique.

J

Summary: Leasing or selling developed property was less favourably
perceived by the survey respondents than the previous technique largely
because neither the expertise nor the resources presently exists on any
significant scale in the public sector in South Africa to exploit this
method of value capture. In this regard th::: literature findings were
again endorsed.

<.: (iv) Joint development

('

Defini.tion: Project~ in which investment in transport facilities is

closely linked to the development of private property, thus involving hoth
the private and public sectors in informal and formal development
partnerships.

/)
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Rating scale results:

-.
I Positive r.esponses 93%
Negative responses 0%
Non-comm1talresponses 7%

TOrrAr.. 100%

Positive perceptions: This technique was favourably perceived by all

respondents because the prime functions of the public sector to co-

ordinate and the privat~ sector to make a profit were seen to be brought

together. In this way. transport and land use could be integratt:!d and

development stimulated over and above the creation of the transport

facility itsdf. The respeccIve contributions of the public and private

sectors to joint projects y1()uldbe the subject of negotiation, but large

expensive projects, for examp~emass transit systems. could be made more

feasible in this way. An emphasis lay on flexibility in securing

agzeement,s of this sort; , Juint projects were likely to ~;.ncreasethe rates

base and also the ?atronage of the transport fac1lity.

Negative perceptions: Public sector respondents expressed limited

reservations in respect of their lack of expertise in negotiating skills

and knowledge of the real esta.te market. They wished to prevent public

euthor.tUes from being taken advantage of and priorities from being

distorte6 ttf th-c detriment of the public interest. The selection of

suitable partners for joint development was seen as critical, because

negotir.tions coaLd l;>~!! protracted and involved. Responsibilities and

ownership with respect tn different elements of a project would need to be

defined. Legislatiot..~~y require amendment.

c
SUQIIIa:y: Well received by all the respondents, the survey showed this

method to be the most popular across all three categories of value capture

techniques. The period of change which South Africa is currently

undergoing is lending itselt to co-operation between the public and

private sectors. This is particularly true with regard to the funding of
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in£1..astructure because resources available to the public sector are being

progressively strained. The pressing need to address the less developed

parts of the economy is. therefore. increasingly likely to require a form

of par tnez-shdp between the private sector and the various levels of

government. Given this backdrop to the South African situation, it is

perhaps not surprising that the notion of joint. development was so

favourably received.

(v) Negotiated investments

Definition: An agreement between a developer and a public body through

which the former agrees either to make a needed public improvement or to

contribute a sum towards an improvement in excuange for a concession which

will benefit his development.

Rating scale results:

Positive r.esponses 82%
Negative responRes 10%
Non-conunital responses 8%

1--.

TOTAL 100%

Positive perceptions: The positive statements which were made in favour

of the joint development technique were repeated to a la~~a extent with

respect to n>?got.iated investments. The impot'tance and vaLue of

negotiation and flexibility were emphasised.

c

(

Negative perceptions: Most of the reservations concerning this technique

again emanated from the public secto~ respondents. Their anxieties,

however, were more pronounced in this case than with the joint development

technique. They were particularly concerned that there would be more

scope for corruption and bribery and for land use principles to be
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disregarded in favour of obt.ainil1g revenue , If a tl'!msport facility were

to be completely Ln the hands of the private sector, desi~n standards ~~f

be cH.££icult to er·force. Attention would need to be gaven t(') the legal

implications of utilising this technique.

SUJIIII8.ry: Although this t.uchndque was generally liked. the lack of any

guidance it! the literature on negotiating procedures to De followed as

well as the possibility that several pl~nning dictates could be under.mined

caused concern amongst certain public sect.or respondent s . A conflict of

interest between adhering '1-,0 specific ,,:?:I'idel:l.neson the one hand and an

exchange of concessions inharent. in the negotia~ing process on the othet

will likely require the attention of t~'!.CF;'~skilled in ,."'11emanagemantof

negot1at.ion and bargaining procedures in erde r to hel.p allay fears raised

in this regard.

(vi) Cost sharing (turakey agreement)

Definition: The sharing of operating 'fpenses or contributions to the

construction costs of a transport facility by a private developer / No

joint land development is invn.lved but the benefits are derived from

integration or intercvPllection between the transport :taciLM:,y and the

privata development. (A turnkey agreement involves the construction of a
transport, facility by private enterprise on behalf of a transport

authority) •

Rating scale results:

Positive responses 1---;[1%
Negative responses 2%
Non-conunital respons'es ,,'' 29%

~~ T_O_T_A_L__ lOO:__!

c

(
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Positive perceptions: This technique also attracted much of t.he positive

connnent recorded for the joint development and negotiated inve",tment

techniq~es. Its flexibility was liked but it was seen as a technique that

was likely to be more selectively applied Lhan the latter two.

Negative perceptions: Difficulties were foreseen in resolving the

apportionment of costs ana bei1efits amongst the various involved narties.

Although this techrlique may help with some of the capital requirements

necessary to fund transport facilities, doubt ,.as expressed as to its

capacity to help support operating expenses. As with many of the

techniques in the j DiE";:' venture category. the question of whether public

bodies possess the l~gal authority to ente~ :~to agreemen~s of this kind

would require inv~stigation.

SUDIIIlary: A degree of confusion existed in the minds of many survey

respondents concerning this technique judging by the relatively large

number of non-commital responses received. The literature indicates that

cost sharlng does not involve any joint land development, but envisages

private developers contributing towards the cost of a transp~rt facility

because the penalty incurred in doing ~'O is outweic .id by the actions

r-:!ceived from improved accessibility to a develoj;,ment. The survey

respondents, however, did realise that agreement on the allocation of

costs was ~; ctucial element. in any cost sharing scheme.

(vii) Donationa
Ii

c.
Definltion:

land/property)

publicity.

The obtaining of donations

sector :,n
(monetary or physical

return for recognition orfrom the private

c G:~ti~:'res;;::
Ne~,ltive responses

Rating scale results: Non-commital respcnses

TOTAl. 100%~------------,----------~--.------~
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Positive perceptions: Most respondents considered this technique

acceptable providing the private sector saw feasible \)pportunities in this

regard. Donations on a small scale or in prestigious areas were a

possibility. Such a technique would require minimal a~~inistr.ation.

Negative perceptions: Large scale altruism on the part of the private

sector was seen as unlikely by many respondents. Although no maj or'

problems were envisaged in pursuing this technique. it was seen as limitE!d

in scope with few opportunities c~pable of generating significant amounts

revenue, especially if the economywe,=eweak. Public bodies should

remain open. accountable and impartial in receiving donations to avoi.d

malpnctices and should be wary of any later favours requested by a

sponsor.

SWlIbtsry: The survey respondents were supportive of the literature in

their comments on the donations technique. However. a certain degree (If

indifference was expressed by some respondents because t~3y did not

envisage many opportunities to ma.teral.ise.

Merchandbing approaches

{il l.easing a.dvertisint space

Definition: The sale of advertising rights in or around transport

facilities.

c 85%
5%

10%ht111S scale results:

Positive respon~es
Negative responses
Non-commitsl responses

TOTAL 100%

(
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Positive perceytions: This techniq~e was accepted by nearly all

respondents as a suitable method of earning extra revenue for transport

facilities and one that was common Ly practised in many areas. It had a

proven track record. required no changes in legislation and had the

potential to be further exploited to maximize revenue.

Negative perceptions:: The revenue to be earned via this technique was

considered in most instances to be relatively small. Concern was

expressed that advertising could be enviromnentally disruptive, causing

visual intrusion. Thus a policy of control may be required to apply

certain st.andards and limits to advertir.ing and so ensure that it is

respons Ibfy handled. Tenders and contracts may have to be drawn up and

the services of an advertising contractor coul.d be used. By-leNs may

require amending.

SUDII8.ry: The lease or sale uf advertising space in association with

transport facilities was seen as a very acceptable revenue rL\.:i.s.ing

mechanism by nearly all the respondents not least because it is one that

is not unknown in South Africa. The survey zespondent s agreed with the

literature that the major issues here were ones of aesthetic.s and control,

although as some respondents podnt.ed out. revenues 'ire subject . CJ the

fluctua!:.ions of the economic cycle.

J

(:i.i) Concessions

Definition: The generation of revenues through the sale/lease of

concessions for: business purposes in or around t ranspor t facilities.

c

79%
8%

13%Rating scale results:

Positive responses
Negative responses
Non-·commitalre spon 'S

TO't'AL 100%
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Positive perceptions: This method was also recognised as one which is

already well utilised in certain areas and could easily be developed

further. Concession areas are usually an integral part of a transport

facility and the dedication of revenues to transport should not arouse

much controversy 0 Concessions could also be integrated with other value

capture techniques.

Negative perceptions: The grant Ing of concessions needs to be

contractually tied up and safety, operational and maintenance control

exercised. The planning of the layout is important and will depend on the

availability of space and passenger volumes. Market zesearch m;:.y be

necessary. tenders will need to be drawn up and the public authority will

have to bear the managementburden.

Sunnary: The use of concessions, like the lease or saLa of arlvertising

space, was a method of raising revenue of which certain respondents had

had experience and was also very popular with the majority of those

interviewed. It was generally agreed, though, that transport facilities

in South Africa are often planned and designed in isolation without due

regard to ancillary features.

5.3 A cooment on ..tllib1ic nnd l!rivate sector attitudes expressed

towards the value capture techniques

c

A full discussion of the main issues raised by the survey responder.ts with

respect to each value capture technique and to the three categories of

techniques (i.e. property related charges, joint ventures and

p"erchandising approaches) is ccmtained in Chapter 8 of the study.

(

A &alient feature apparent from the comments received in the survey.

however. is worth noting at this poInt.. This is the degree of broad

consensus shown between respondents representing the iu'l:erest groups

interviewed. The relatively small number of completed questionnaires
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obtained from the private sector respondents means that no significance
can be attached to any statistical comparison of the rating scale results
between respondents from the 'Public and private sector. Nevertheless
based on the discussions held with all the interest g~oups. there appears
to be a clear appreciation amongst the majority of respondents of the
diminishing level of funds available in the public sector for transport
and also a willingness to seel{new sources of revenue for this purpose
which will involve input from the prIvat.esector.

Although, as might be expected, certain differences of opinion regarding
the applicability of the value capture techniques was reflected on an
l.~fiividuallevel, the ,Jedback indicates tha.tin general. there is much in
common regarding the viewpoints expressed by respondents from both the
public and private sectors. Differences which can ~e identified are more
of emphasis t~an substance and this tends to reflect the priorities held
by each sector. For example, public sector respondents were more
concerned with equity and fairness in terms of implementing value capture
whilst the private sector ~espondents were more interesteu in opportunity
and profit. The areas of agre~ment which do exist between th~ public and
private sector respondents, however, indicate that given the right
incentives. scope exists to pursue the concept of value capture into the
sphere of practical possibilities.

5.4 Summary

Based on the rating scele results and the comments made about each v~lue
capture technique in beth the questionnaire and the'group discussions, a
simplified summary of responses was compiled and is shown in Table 5.1.

(.
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I --
No or little Some reservation Stronger Not favourec'
reservation reservation

"~

Joint development Negotiated invest- Leasing deve l> Tax increment
ments oped property financing

Leasing developmem:
rights Impact requirements Land banking Special benefit

assesoments
Laasing advertising Connector fees
space Employer wage-

Cost sharing bill levies
Concessions

Donations
".-

TABLE 5.1: DEGREES OF FAVOUR EXPRESSED TOWARDS VALUE CAPTURE TECHtIQUES

The four sections of Table 5.1 relate to the degrees of favour expresssd
towards the various va' capture techniques. The table serves as a
useful guide for gauging _he likely reception a technique may encount.er
should an attempt be made "0 implement it in South Afrir.~lin the near
future. It should not, however, be interpreted in a way that would
pr~clude the techniques that are least favoured from being considered in
any value capture exercise nor that the most favoured t.echndquas should be
the only ones to consider. The possible benefits and pitfalls identified
by the respondents in the survey that may be fac€ld in implementing each
technique should thus be '::ar~ful1yweighed in any decision making process
invclving value captur.e.

)

u

c

('
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CHAPTER 6: PAST APPLICATIONS OF VALUE CAPTURE IN THE TRANSPORT FIELD IN
SOUTH AFRICA

6.1 Background

In order to evaluate recent experience of value capture t.achn Iques in

South Africa, public sector respondents from the metropolitan core cities

and those from Transnet and the DCAwere asked to identify any examples of

transport related schemes they knew of within their ambits where value

capture techniques had been appLied. Specific pzobl.ems or successes

associated with the implementation of any of the techniques were also

discussed. The information supplied by U:a respondents in this regard is

detailed beLow beneath the headings of the three categories of value

captur€ techniques that have been used in this study.

Property related charges )

None of the respondents were able to cite exampl.es of where either special

benefit assessment;,: or tax increment fin<'1ncing have been utilised for

transport r~ojects in South Africa. To some extent, this may explain th~

ambivalence expressed towards these techndques in the attitude survey.

A single example of the connector fees techniques was cited in respect. of

the Strand Concourse development in Cape Town. This deveLopment, anvolved

the construction by the local authorit.y of a pedestrian subway beneath

Adderley Street in central Cape Townto cater for up to 6 000 pedes t r.Lans

C an hour who were walking between the Golden Acre and Old Mutual

developments. The owners of these tv10 developments paid a sum, or

connector fee, of RO.5 m to extend their premises beneath the street and

link up with the subway. The owners or lessees of additional shops which

were constructed beneath the street with frontages onto the subway

contributed revenue in the form of rent, which. together ...·lith the! Income
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obtained from the connector f~es, enabled the costs of the scheme
(approximately R6,5 m) to be paid off within 10 years without any form of
subsidy.

In spite of the success achieved vdth the Strand Concourse development, no
other examples of where connector fees have been used in relation to
schemes for transport purposes ,ITeregiven either elsewhere in Cape Tmm or
in other cities. This demonstrates that public authorities have remained
largely passive to date with regard to opportunities which ~xist to 'ink
transport facilities with surrounding developments.

Utilisation of the impact requirements technique has occurred on a small
scale in most of the major urban centres, especially in respect of the
provision of parking facilities. It has become corr®onpractice for local
authorities in these centres to assess the impact of proposed
deveLopments, new townships, rezonings or sub-divisions on existing
parking facilities, or on the existing road system, according to the
requirements laid down in town planning ordinances. Contributions may
then be asked for in respect of the need to provide parking or improve the
local road system or traffic flow as a result of the expected impact of a
new development. In many cases. permission to proceed with e. development
will not be granted unless the developer agrees to providq a cet'tainlevel
of parkdng as part of a development. In most instances, however, such
conditions are not abaoLute requirements but are subject to negotiation
between public authority officials and the developer. This situation
highlights the ddl.emmefaced by lucal authorities which is posed by the

)

desire to encourage development whilst at the same time ensuring that the

C
necessary infrastructure to support such development is available. In
Johannesburg, the local authority bas faced legal difficulties in
implementing its development fee for the provision of parking as it could
not be show~ that :evies paid in this regard were actually dedicated to
providing parking facilities.

(
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In the past, levies have been collected from employers to help fund the
operation of public transport for blacks and coloureds in South Africa.
These le~ies have now been superseded in Regional Service Council (RSC)
areas by levies on payrolls - employer ''lage-billlevies - and turnover.
Re-venues obtained from this source are not specifically dedicated to
transport related schemes, but go instead into a general fund from which
monies may be allocated to transport projects. Funds administered by the
RSCs are applied mainly to the provision of infrastructure in areas where
the need is judged to be greatest. Thus, as is the case with the
allocation of central government funds, transport must compete with other
demands in securing a share of avadLahLe revenue. To date, therefore, the
support of transport projects through employer wage-bill levies, which
falls strictly within the scope of the term value capture, has not taken
place in South Africa.

6.3 Joi.nt ventures

The practice of land banking has occurred in South Africa, but in all the
examples cited by respondents in the survey, the primary motivation has
been one of attaining specific public sector development goals rather
than the obt.axndng of a maximum return on the land asset. The railways
administration in particular has historically acquired large tracts of
land, much 0., it in prime locaticns in the country's largest cities.
Bloemfontein mt'nicipality is also a substantial land holder, the Lane;
having been acquired for the deveLopment,of residential and industrial
townships. A number of local authorities also gave examples of where land
had been acquired, sometimes well in advance, for a particular transport
project.

)

An. i!'l.terestingexample of where value capture has taken place in the case
of Transnet's land holdings i8 that of the reclamation of the Foreshore in
Cape Town, which occurred as a consequence of the reconstruction of the
city's harbour during the 19408. The sale of part of the reclaimed land
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allowed the railways administration to recoup some of th,~ costs of
building the harbour. It 'tvasexpected that the reclaimed land would allow
for the expansion of Cape Town's central business district (CRD) and would
provide space for the construction of roads to relieve bottlenecks in the
city centre. Although this has happened to some extent, controls on
development seen to have inhitited the spreading of some of the CRn core
activities and the city centre has tended to become denser instead of
spreading outwards.

Public authorities in general, though, have not been particularly active
in seeking out the best possible returns on their land assets, nor in the
co-ordination of transport projects together with any development of their
land holdings. However, following the introduction of recent legislation
which now requires government agencies to pay rates and taxes on land they
own, Trans!2t is leading the way in introducing more flexible planning
with regard to its land holdings in order to generate income to help meet
its tax obligations. A spin-off of this new perspective by Transnet hab
been the co-ordination of transport facilities with business opportunities
on the land it owns.

)

With regard to the leasing or selling of development rights, a few
examples were given by the representatives of the metropolitan core
cities. These included the construction of a skyway on land leased from
the local authority to link two developments in Port Elizabeth. The short
term leasing of local authority owned land obtained for future transport
purposes is mOre common place. Revenue collected in this manner, however,
normally goes to a local authority's general fund and is not dedicated to
the transport account. Furthermore. pro-active policies in respect of
generating Income from unutilised public owned land are not followed in
most cities.

(
Prior to the more commercialised position which Transnet is now adopting,
revenue from the lease of Transnet owned land amounted 'co no more than
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R10 m per annum. This has already increased to RSO m per annum illthe
last few years. The DCA al~o obtains income from the lease of land around
State airports to airlines and cargo handlera as well as a major hotel in
the case of ,Tan Smuts airport in Jo~unnesburg. Bales of grass cuttings
sold to farmers as fodder is an additional, if unusual. source of income.

There is evidence, too, of the leasing of developed p'ropert~ associated
with transport facilities. In Durban; for example, a parking garage
attached to the Workshop development was constructed by the local
authority and then leased for the private sector to run. In
Pietermaritzburg. the local authority has developed a site at a cost of
R40m which houses municipal offices, a shopping cent=e and a bus station.
The commercial part of the property is leased to the private sector for
retail activity. In general, however, it appears that the capital
required for the construction of publically owned property for subsequent
leasing to the private sector precludes most public authorities from
entering this market. j

Despite the evident popularity in the attitude survey of joint development
as a vaiue capture technique. very few examples were given by the public
sector representatives where this technique has been utilised in
association with the provision of transport facilities. Ormet, (the East
Rand Metropolitan authority), gave an example where they have entered into
a jOint venture with a developer of a shopping centre in order to include
a pedestdan mall and a parking garage in the scheme. In Cape Town, the
provision of facilities for buses and taxis in Claremont has been carried
, It in association with a private sector developmp.nt.One of the problems
which public representatives noted presently works against public bodies
entering into joint development contracts was that they were obliged to go
to tender with regard to any mooted project. This cended to discourage
private developers who wished to maintain confidentiality with respect to
their ideas.

(
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Examples of negotiated investments and turnkey projects, a variation of

the .cost sharing technique. wh.Lchwere allied to tr::nn;port facilities were

given by respondents from Cape Town. The Golden Acre'"devel opment;in the

city centre included the resurfacing of the bus terminus as part of the

project, whilst the housing authority responsible for the development of

Mitchells Plain constructed the bus station there a~ it considered this to

be an important part of the township's development. The Exchange Place

Mall was financed as a turnkey proj ect by Old Mutual and access to

Adderley Street was made a part of the project at no cost to the city.

Donations. the remaining technique in the joint ventures category, have

not, according to the respondents in the survey. occurred with respect to

transport facilities. The only example which could be considered to

represent a donation is where advertising is permitted on road or street

signs and the signs are manufactured .md erected at the expense of thfJ

advertiser. This particular form of value capture is discussed more

fully. however. in the following section with respect to advertising. )

6.4 Merchaa.dising approaches

Concessions and the I,easing or selling of advertising space are ·the value

capture techniques with which public bodies in South Africa have had the

most experience to date. In spite of this. there is evidence that

existing attitJ~des and regulations have pzevent.ed their full

l'xploitation.

(

The granting of concessions by local authord.t Les has occurred. where

deemed appropriate, at council owned public transport facilities or on

surplus land where people congregate. In Durban, concessions have been

granted on the parking azea along the beach. front whilst in Bellville.

Cape Town, the leasing of concessions at the bus terminus helps to pay for

the cleaning and maintenance of the facility_ In Johannesburg,

concessions have been granted on the Smal Street mall which encroaches

onto the former street area.
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o

Both Trannnet and the DCAhave also granted concessions at railway

stations and State airports respectively. Areas surrounding mainline

passenger railway st at Lons such as Johannes1, .'rg and Cape Townhave been

designGd to accommodate specific concessionaires, especially catering

services. Hot-lever, the grant.Ing of the concessions has been done mo.:e in

order to provide basic conveniences for passengers rather than to gen~rate

revenue. As a result of: the recent growth of the informal sector around

railway stations and ~n particular the decLdne 0:[ long distance rail

passengers, revenue fro",.:.concessions has not contributed significantly to

'rra!("lnet's income/to date. What revenue has accrued goes into the general

account and is not dedicated in any way, The more pro-active, commercial

stance recently adopted by Transnet, however, maywell result in increased

revenue from this source in future.

All land on which State airports are situated is owr.edby the Departmr.at

of !.and Affairs and Public Works, who determine concession rates accorc Ing

to the regulations of the State Tender Boazd, As with railway statil Ins,

catering concessions are most prevalent. although banks. chemists t book

and gift shops are also allowed to operate, and there are a1::o cor.ze rence

facilities for hire at Jan Smuts ad.rport., Additional income s.t crues from

car hire firms permitted to opel ate from airports; this is u$;1aUy on the

basis of a percer•..:age of a company's turnover. I: the Lazget' airports. a

major concessLon is the operation of car parking facilities.

)

()

Most public authur.ities have generated revenue in the past through the

leasing of advrartising space associated with t':"ansport facilities. Local

authorities have allowed advertising on publicly operated buses, on bus

shelters. road signs and parking meters as w.'",.llas alongside certain major

arterials and at publ Ic t ransport, termini. In many situations. however~ .::.

conflict has arisen between maximumexposure for the advertis=t.· Slid the

maintenance of aesthetics or the efficient location or functioning of the

transport faciI;.ty. In cases where bus shelters or road signs hav-e been

provided in return for advertising rights on the structure, the facilities

(l
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have ,," "U been poorly maintained. Advertising agencies have been sub-

contracted by some public authorities to handle such accounts. but with

recent chifts to other advertising mEdia and the relatively small amounts

of revenue generated, t.hLs method has in some instances lost favour.

Advertising ir also found at railway stations and State airports. In

fact, advertising revenue is the third most important source of income for

-the DCAaft>?r &ircraft parking and landing fees. The DCA,howevar, does

not operate a. trading 8.CC()Untand all revenue from advertising goes to a

central consolidated revenue fund. The outcome of this form of

organisation resul.ts in the DCAconcerning itself primarily with aviation

matters and although opportunities for retailing and advert.' .tng are taken

'l.1P,cOll'JIlercinlactivities tend to be of secondary importance.

6.5 §ummar~

Transport rela.ted applications of value capture have occurred in SO·..1th

AfriCA in the past. Generally speaking, howevar, it appears that these

have been isolated or unco-ordinated attempts with no specific intention

of helping to fund che costs of the associated transport facilit'y through

tr.~ revenues generated. In fact. most of the income obtained has been

credited to public authorities' general accounts.

Despite thi~ sd.t.uat.Lon, the experience gained in such exercises should

s~rve as a suitable springboard to further a more widespread application

{If value capture in the transport sector. A useful exercise would be to

eGtablish the precise financ:i.al returns which value capture applications

c:t'eatei:>y conducting case studies of both past examples and any planned

future applications.
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Based em the examples cited in this ch..',';iter.Table 6.1 provides an
introductory guide to the experience South Africa has acquired regarding
the various value capture techniques.

. r eX!'~ri:n:~Much expe:cience Some experience Little No
exper.ience

"",-,"

ILeasing advertising Leasing development Joint develop- Tax increment
space rights ment financing
Concessions Land banking Cotll'lectorfees Special benefit

assessments

Employer wage-bill Leastng devel-
levies ->: oped property

Negotiated
investments
Donations

1...--

* Only as Q. general revenue raising mechanism.
TABLE 6.1: SOUTH AFRlCAH EXPERIENCE OF VALUE CAPTUP.E TECHNIQUES

o
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CHAPTER 7: POSSIBLE FUTURE APPLICATIONS OF VALUE CAPTURE IN THE
TRANSPORT FIELD IN SOUTH AFRICA

7.1 Background

Discussions h~ldwith the representatives of the metropolitan core cities

and Transnet included the cons.iderat.ton of future applications of value

capture and the identification of proposed transport. or transport

related, schemes in the major cities of South Africa which were ':..onsidered

by the respondents to have value capture potential. These schemes are

examined in this section.

The representatives f.rom the DCA felt that they had fully exploited

possibilities for value captu:ce at State airports in so far as present

institutional and legal structures allowed whilst the pdvate sector

respondents stated that if legal obstacles and prevailing attitudes with

regard to the funding and provision of transport facilities were amended,

they would probably be mor.e pro-act.Ive with regard to the inclusion of

transport facil.:i.ties as part of their developments.

In general. pri.vate deveLoperu tend to respond to ecoly',,,,:!.,,,\and market

signals when implementing theit' projects and usualh .::omplete developments

within a. relatively short t.ime frame compared to transport schemes.

Consequently f the private sector respondents who w~re interviewed were

unable to ~dentify any proposed developments which could contain tr.ansport

elements and where valu~ capture might. be applied. Nevertheless, they

were keen to point out that this sitv.ation should not be construed as

meaning they were n6t in favour of the concept of value capture f but

rather that the policies and structures to 'cilitate the use of value

capture in respect of providing t ransport; infrastructure were not yet in

place.
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7.2 Current developments regardingvalue capture in South Africa

As a result of the changing spending priorities occurring in the public

sector, pressures are now increasingly being brought to bear on private

sector interests tu assist in the provision of transport facilities. ThIs

is already manifesting itself in terms of the construction and tolling of

stretches of road by private consortia. Furthermore, the pot.ential role

of value capture in helping to provf.de and fund transport faci::.ities was

endorsed by both the representatives of the metropolitan core cities and

Transnet.

In broad terms, the re spondent.s from the metropolitan local authorities

indicated that, ~n future, it'lcreasing attention is likely t( be focused on

the demand which new or expanded developments genezate for. parking

facilities and also on traffic flm~ on access roads surrounding

developments. The use of the prope rzy rel..-t.ed charges group of

techniques, in particular the impact requdrements technique, could thus be

increasingly applied in such situations providing suitable methods of

apportioning costs can ba devised and agreed upon.

The possibility of jOint venture schemes mat.er La.Ld.sdng has 'been enhanced

follo~Ting the recent promulgation of legislat..Lon empowering :iocal

authorities to form companies or cf ose corporations and such schemes might

be particularly applicable in the redevelopment of specific areas (e. g.

Cape Town Harbour, Church and Verwoerd Squares in Pretoria). Such

rede"J'elopments may or may not contain transport elements, but they will

almost inevitably have an impact on existing t ranspart.at Ien

infrastructure.

The merchandising pair of value capture techniques were met.hods which

local authorities could implement more rapidly than many (.f the other

techniques because of the knowledge, experience and can~equent. familiarity

gained from their earlier use. A current example, ill fact, is the recent
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introduction of new street name signs in Pretoria's central city area.

Permission has been granted for advertisements to be placed on the

standards bearing the st.reet name and for this privilege advert.Jae r s must

pay the local authority a fee. The large number of people who congregate

daily in the city centre means that the advertisements receive a high

degree of exposure and. as a result, the opportunities presented for

advertising in this manner have proved popular , Althou~h not a novel

example of value capture in South Africa, it indicates that local

authorities are giving attention to such possibilities. It is a130

evident that such initiatives are not without their teething problems.

Appendix D contains an article from the local Pretoria newspaper

highlighting complaints received by the local authority from the public

regarding the new ~treet signs.

'!'he predominant type of transport scheme. however, which the local

authority respondents expected to materialise withir! the near future in

their cities and which they envisaged as having the most potential for

applying vaLue capture was in the provision of public transport terminal

facilities. In practice, these were bus and combi-taxi termini and

st8.tions which would form part of proposed new rail based networks for

certain cities. The respondents were of the opinion that a number of t.he

vah e capture t.achnLques identified in this study could be e~i·~}layed,

either individually or in combination with one another, in helping to fund

tl>' provision of such facilities.

c

The techniques which appeared most applicable in these cases were

ccnnecccr fees, joint venture schemes and advertising and concession

possibilities.

The Transnet representatives who wert..'.interviewed explained that the

railways administration holds large ~<acts of land, much of it in prIme

central city areas, which, because of recently introduced legislation, is

now costing it money in the form of rates and. taxes. A result of this
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change in circumstance has been the establishment of an independent arm

known as the Business Development section, ~lhich has the objective of

securing a better return on the assets held by the organisation. In

certain respects, this has thrust Transnet into a leading role with

respect to the widespread application of value capture in South Africa and

it is expected that muchmay be learnt in future from their experience.

As of January 1989, the Business Development section was investigating

over 80 projects countrywide with regard to the generation of revenue on

Transnet owned land and the majority of these projects were associated

with station sites. Of the 80 projects, nearly a third had been given

high priority status and of this total thirteen had been identified as

having specific transportation elements, although this situation is

constantly reviewed as projects mature.

The schemes which Transnet had identified as containing transportation

elements and where value capture could be applied would favour very

hea,rily the joint venture and merchandising group of value capt.ure

t.echniques and in particular the leasing of development rights and

deveLopadproperty and joint development.

o

In tota1, the respondents from the metropolitan core cities and Transnet

were able to identify 28 possible future transport projects which were

deemed suitable candidates for the application of valuE! capture. A

significant feature of these projects was that they were all focused on

public transport termini or facilities. This clearly inHcates where

future initial efforts to pursue value capture in the transportation field

in South Africa are likely to lie. The proposed projects are examined in

the following section by assessing each one in terms (If a set of

descriptive variables. The intention of this exercise was to establish

whether the proposed schemes contained particular chanctedstics which

might be considered important in successfully applying value capture.
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7.3 Characteristics of potential.value capture projects

Having obtained from the local auth.ority and Transnet respondents an
understanding of the type of future transport projects perceived as having
value capture potential (viz public transport facii.ities),each of the 28
identified possible projects was examined in terms c.fthirteen variables.
The variables were related mainly tn the transportation and land use
aspects of the projects (see Appendix B). The set of variables employed
in this analysis was not exhaustive. but was considered relevant in
e&tablishing the nature of the projects in question and whether certain
characteristics pertaining to the projects emerged frequently enough to
suggest that their occurrence might be significant in supporting the
deployment of value capture. This in turn could help in identifying other
possible transportation projects where value capture could be applied.

Although all the proposed projects involved public transport facilities.
they were separated for the purposes of clarity in the ~mE'.lysisinto three
sUb-categories - bus and cambi-taxi termini (12 projects), new rai.lbased
transport schemes (3 projects) and development schemes at raHway stations
(13 projects). The results of the exercise are detailed for each sub-
category in Appendix E along with composite results covering all the
projects). Since there is no guarantee that the projects will come to
fruition and also to retain confidentiality requested by the survey
respondents, the location of the projects has not been divulged.

The predominant char.acteristic for each trariable type (drawn from the
composite table of results for all projects in Appendix E) is shown in
'rable 7.1. The detailed. results given in Appendix E suggest that a wide
range of characterisdcs exist for many of the vari.ables, indicating that
there are no precise or absolute conditions when value capture should be
considered. However. a "typical" scenario, ba.sedon the projacts analysed
can be derived from Table 7.1.

(I

)

o



This typical scenario may serve as a starting point or a preliminary check
list for individuals or parties involved in a proposal where the provision
of transport facilities is required. If some or a majority of the
characteristics shown in Table 7.1 are found to pertain to a proposed
project, then the possibilities for utilising value capture methods should
be seriously investigated. Projects which would appear most worthy of
dnve st Lgat.Lon appear to be specific inner city sites in fairly dense
commercial areas which ar.e close to other nodes and ripe for redevelopment
and also where the transport element dnvo Lves various modes and
substantial pedestrian flows. The transport component is likely to be
serving the l.ow to medium income groups where freeway accesS is not vital.
The most serious obstacle for the parties involved is likely to be up
front costs incurred by the public authority before valae capture revenues
accrue or are secured.

(1

VARIABLE TYPE PB.EOOMINAHT VARIABLE
CHARACTERISTIC

Transport Facility Status

Transport Mode Involved

Locati'~

Scale

Land Ownership

Perceived Dominant Surrounding
Land Use

Intensity of Surrounding Land Use

Condl.tion of Surrounding Land Use

Income Group Served by Transport

Freeway Acce~lsibility

Pedestrian Flow

Proximity to Other Commercial or
Transport Nodes

Potential Deterrents/Obstacles

Upgrade

Multi-modal.

enD
Single site

Public

Commercial r.etail

Floor area ratio: 0,2~1

Mixed order

Low to medium

> lkm

10-50,000 per day

)

< lkm

Up front costs to public authority
17

TABLE 1.1: PREDOMINANT CHARACTERISTICS OF POTENTIAL PROJECTS CONSIDERED
SUITABLE FOR IMPLEMENTING VALUE CAPTURE
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The conditions described in Table 7,1 should not be seen as overriding,
but rather as a guide which can suggest situations and circumstances under
which the implementation of value capture can be considered. Once tri~l
applications have been initiated in South Africa and when further
experience of value capture methods begins to acc~~ulate. the use of value
capture in wider and less clear cut situations may become possible.

The appreciation of the value capture concept in South Africa would seem
to be gathering some momentlllnbased on Transnet's recent actions and those
of certain local authorities. An attempt has been made in this chapter to
further these developments by examining the characteristics of potential
value capture projects identified by the survey respondents. Out of this
exercise has emerged a description of certain conditions which might
favour the implementation of value capture techniques. This description
in :turn could assist public bodies in identifying potential value
capture projects in their areas.

)

'\
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CHAPTER 8: h. DISCnSSION OF THE RESEARCH FINDINGS

8.1 Introduction

This chapter brings together both the findings of the literature review on
value capture as well as those from the survey of local practitioners in
the transport field and discusses them against the backdrop of the major
economic and political trends currently at work in South Africa.

Certain general issues which have emerged from this investigation of val~e
capture are discussed first, folJ.owedby comment regarding the findings on
the three categories of identified value capture techniques (i.e.
property-related charges, joint ventures and merchandising approaches).
The p-,tential for each category of techniques and each individual
technique for helping to fund tran~port projects is discussed within the
context of the conditions which will be necessary, or which will favour,
their implementation in South Africa. The discussion will enable local
problems regarding the use of value capture to be! clarified as well as
identifying possible solutions or paths which can be pursued in attempting
to resolve such problems.

)

8.2 General issues surrounding value capture

The investigation of value capture described in this project report has
confirmed that changing central government policies in South Africa. which
are now encouraging greater private sector input and participation in the
provision of transport facilities, have laid the foundations for a more
active pursuit of value capture in the transportation field.

\,

In order to further possibilities in this sphere, however, it is evident
that co-operation between the public and private sectors will be necessary
and that structures and communication channel~ to facilitate discussions
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on value capture may be a pre-requisite before value capture methods can

be widely and successfully implemented. Past government policies have

tended to place the onus for providing transport facilities almost solely

on the public sector and prevailing attitudes regaLding the iunctions of

the two sec-iors in this regard have become somewhat i:igid - i.e. the

provision of transport facilities is seen eHI a public sector

responsibility. If value capture is to play a progressively maaningful

role in the provision of transport facilities, current attitudes may have

to be broken down and hence the need fv!: discussions on value capr-rre

between relevant bodies. A good stu:r.:t might be made here by initiat.llg

contacts between relevant local authority and other government departments

on the one hand and private sector bodies on the other such as SAPOAand

the recently fo~ed South African Chamber of Business (SACOB).The

interview survey carried out in this study demonstrated that although

opinions 011 value capture in both the public and private sectors were not

dissimilar, structures to give momentumto the implementation of vo.;'ue

capture techniques in the transport sector were not yet in place. )

Both the literatu.re review mid the survey respondents also identified

another hindrance to the successful implementation of many of the value

capture techniques. This is the possible need to amend pertinent

legislation. Most of the survey respondents were unable to pinpoint which

legislation might require attention because of a lack of legal expertise,

but suggested that local authority and provdre La.l planning ordinances as

well as certain State legislation affecting transportation should be

examined. Statutes governing how public. bodies may function or operate

also require attention as

require public authorities

precludes.

implementing value capt-are techniques may

to act in ways which cur.rent legislation

The legal issue is comaounded, in the view of some survey respondents. by

the belief that much legislative power in South Africa is currently vested

in central government. A result of this may be that options for local

( {
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government 0'1:" goveznment; agencies t.o implement value capture techniques
may be limited unless central government is prepared to approve changes to
certain laws or unless the power tu do so is devolved to a local level.
The current fluidity in South African politics may yet lend itself to
revised constitut.ionalstructures which would permit more local autonomy.
At. present, rowever. due to historical ties, much existing South African
legislation is derived from Great Britain and it may be that from a legal
perspective, should this situation remain largely unchanged; particular
value capture techniques may be simpler to introduce than othF'rs.As the
literaturB review indicated, it is worth noting that the wide&_ use of all
the different value capture techniques identified in this study is found
in the United States, where scope for local sources of funding is
undoubtedly higher than in many countries because of the separation and
relative independence of the three tiers of government.

0:'1 the other hand, it may be that existing legislation in South Africa
need not have to be amended, but rather that the interpretation of
relevant legislation or practice reqr.Lres modification. It should also be
remembered that separate pieces of legislation often have to be read and
understood with each other. Thus, changes to one law may impact upon the
meaning 0": anot.her, It would appear necessary, therefore. to enlist the
services of a member of the legal profession, who has experience in
legislation affecting transport, to investigate the legal implications of
using any of the value capture techniques. This we,'ld serve to confirm
what legal obstacles might exist with regard to the implementation of each
technique and how relevant legislation should be amended.

)

(! Another issue raised by the survey respondents revolved around the
question of dedicating revenues ohtained through the application of value
capture to the transport facility which generated them in the first place.
It was argued that if at least part of the income derived in this manner
were not dedicate1 to the transport facility, the cradib;lity of the value
capture concept might be undermined and this uould act as a disincentive
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to its acceptance. This is a difficult problem and is likely to rekindle
the debate on dedicat.ed.funds which continues to surrr-c-..J. the allocation
of revenues received from fuel levies in South Africa. It is a question
which would appear to require investigation, howeve r, especially if. as
some survey respondents in this study Lnf'err'ed, it challenges the very
basis of the value capture concept.

A final point worth mentioning in this section on general comments
surrounding value capture is one emphasised by many of the transportation
planners in the survey. This was that although value capture is primarily
a fund -:'s concept, in many cases it can be much more than t.hat. It can
also be a means towards achieving better integration of land use and
transport development since land use and transportation planr.ing decisions
can exploit transport as a development tool. To date, planning fo=
transport and land development in South Africa has generally be~n carried
out in isolation although this weakness is being increasingly recognised
by the transportation fraternity. Thus, part of any scheme to improve
transport should be to co-ordinate it with land use planning so that
transport developments can foster related urban development benefits.

Transport, however, may not be sufficient to encourage development on its
own. Changes in land us~ and development patterns may o~cur only in the
pzesenc- .)fother favourable factors such as supportive lend use policies
and lle1 elopment incentives. availability of developable land and a good
inv",stment climate. Nevertheless, there is little doubt that investment
in transportation, from 'whatever quarter, can help to shape t.owns and
cities and where conditions are supportive, there should be no reason why
value capture can not be used to good effect.

(l

The following three sect Lons in this chapter examine the various value
capture techniques according to the three categories used throughout this
study property-related charge~, joint ventures and ~erchandising
approaches.
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8.3 Property-related charr,es

Based largely on the exper.ience gained in the United States. the

literature review indicated that the use of value capture techniques in

the category of in property-related charges (i.e. special benefit

assessments. tax increment financing, connector feoas, impact requir8ments

and employer wage-bill levies) can generate significant revenues for

t ranspo; projects. Property-related charges are ultimately linked to

land values and to the location of property. Since land is fixed in

location and its identity registered. it makes an ideal local tax hase and

taxes on land value or f'harg.:3srelated to location can be easily adjusted

and thus are an effe,:tive planning t.ocl .

Despite these favourable factors. ~ertain value capture techniques in this

category at t ract.e-' strong criticism from the local survey respondents.

These TJ1erethe area-wide techniques of special benefit assessments, tax

increment financing and employer wage-bill levies. In the case of

business property in particular. a fine balance needs to be achiev3d if it

is going to be taxed. If the as sessment, charge or tax imposed is too

severe, it may force a business to relocate elsewhere. This may have

repercus sIons no; only with regard to the revenue required to help pay for

a transport. facilit.y, but also with regard to general economic activity in

the area. This. in turn. will have a negative impact on. revenue from 1:.he

property tax base as a whole. It would seem vital, therefore. should an

authority consider using spec.Lal, benefit as sessmentis, tax Lncremeut;

financing or employer wage-bill levies that a high degree of understanding

and acceptance be achieved .dth the local conununity affected before a

level of taxation is fixed. This unCterlines the merit of establishing

'voluntary tax districts and using referenda to gauge local opinion.

A second. area of criticism associated with the prope;rty-related charges

group of t.echnLques was their regressive nature and the question of

equity. For example. non-resident owners of property within a tax

r
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district may pass on the charges levied to the tenants or user~ of the

property who may be deriving insufficient benefit from the transport

facility to make the charge acceptable. Such a redistribution of the

burden of property-related che ..:ges can also occur in the case 101here

businesses charge more for their goods and services (thus transferring the

burden to the consumer) or ,17herethey are able to claim tax concessions

(thus transferring a portion of the burden to the State). Possibility uf
"leakages" occurring when applying techniques in this category should thus

be evaluated. A uniform tax charge may also not be considered equitable

if, fat· instance, vTide variations in property values occur in a small

area.

The survey respondents were also of the opinion that South Africans were

already too heavily taxed and that any method which was enforced would not

be well received. Central gove rnment, acceptance of the recent

recorr®endations of the Margo CommissionReport, which investigated South

Africa t s tax structure, suggcat,s that there may ,17ell be a concerted effort

made to reduce the burden of direct taxation in favour of indirect taxing

methods. Such a shi t may create the conditions under which the value

capture techniques Lnvo IvLng area-wide taxation on a local level become

more acceptable, particularly' if the present lack of funds for transport

resul.t in increasing congestion or deteriorating transport infrastruc-

ture.

)

(,

In the case of the employer 't.-lage-bill levies, it was often remarked that

the use of such a technique coukd hinder job creation - a critical problem

the country is presently try:Lng to address - and that such a levy would

duplicate those already applied by the Regional Service Councils. The

introduction of a further charge specifically for transport projects might

thus prove unpopular unles<J the benefits of new or better transportation

can be clearly shown.

Impact requirements and connect.or fees were more favourably perceived on

(_,



-97-

the grounds that they could be applied voluntarily, through negotiation or

in accordance ,'lith current practice. Howsver , there were certain

reservations conce rndrig both techniques in that impact techniques might

inhibit development and connector fees could invite favouritism.

In summary, whh the exception of the site specific techniques of impact

requd rements and connector fees, much uncertainty sur rounds the use of

property-~elated charges in South Africa as a form of value capture. The

application of the t.ecbn Lques , especially those which are area-wide in

nature. would need to be formalised. woul.d likely require new legislation

as well as special expertise by a local authority in order to calculate

the charge. If the manner in which a charge is calculated is not clear,

it il; likely to be challenged. Nevertheless, the signil:icant revenue

returns these techniques can offer indicate they should not be discounted.

Ini dally , connector fees and impact requirements should perhaps receive

more detailed attention given the survey results from this study. but the

ether techniques in this category could be D10re favourably rece ived if

applled on a voluntary basis and thus should not be ignored.
)

8.4 Joint ventures

(.

When reviewing evidence of the application of value capture techniques

around the world, those in the joint venture category seem to be the most

utilised. Joint venture projects have been accepted and implemented in

North America, Western Europe and the Far East. It is also interesting to

note ':.hat this category of techniques is at present also :r:eceiving most

attention :1.nSouth Africa. The investigations carr Led out by Transnet in

this sphere have generated much interest and press coverage (e.g.

Financial Mail, 1986 and Pretoria News. January and August 1986).

(,

The acceptability of joint venture projects appears to lie in the

widesprea.d benefits which accrue to both the private and public sector

bodies i.nvolved and the fact that. from the outset eo-opevat Lon between the

--
(

~,-----,,-' -,
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parties is encouraged. Whereas property-related cnarges can be Imposed,

in the case of joint ventures, points of conflict are the subject of more

open negotiation and bargaining. Although this may lead to a more

protracted implementation process. the chances of success for a proj ect

are enhanced. Moreover, it is often found that: a oy-product of using

joint venture techniques is to increase transport pat~onage and viability.

This is because these methods typically take advantage of the improved

accessibility at transport nodes by concentrating development nearby.

The drawbacks likely to be associated with implementing joint ven.tur@

techniques in South Africa revolve largely around any legislative changes

which may have to be made to permit a project to take :pJac~ and the need

to obtain or t.rain staff able to organise and maintain j.~int -::1evplopmellt

programmes. This might also involve establishing adminiGtrative d.nd

negotivting procedures for top pubHe offid,als to follow. The COS"

incurred in this process, however, should be relatively moder.t. 1.n

comparison to the revenue ach.LevabLe once the project i<J compLet.ed,

UeverthlesCJ, a period of seve ra l years can still be expected tc') e1ap~A

between a public authority making initial joint venture expenddtur'es and

it receiving significant revenue returns.

/)

)

Transnet has already shown that problems in this sphere in South Africa

can be overcome. It has succeeded in obtaining amending legislation

affect.ing the nature of its operations and has set up a separate section

which has both the autonomy and the drj_'veto further Transnet' s objectives

in the property and commercial fields.

(. Joint ventures W'ere generally well liked by the survey respondents t

although in the case of land banking and the sale or lease of developed

properties, doubt was expressed about the role of the public sector in the

real estate and property markets. It was generally felt that a land

acquisition policy could deplete public sector funds ami lead to the

sterilisation of land and that property development should rather be left

o

o
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in the hands of the private sector. Negotiate investments, cost sharing

and dona.tions, although generally favoured, aLso invoked concern about

possible malpractices with regard to favouritism and a lack of

impartiality in the granting of consent.

JoInt development and the lease and sale of development rights were the

most popular of all the value capture techniques and it appears very

likely that pr(·.jects utilising t.hese techniques will proliferate in South

Africa following the lead taken by Transnet. The exp€:rtise gained by

local authorities in the Joint ImpLement.at.Lonof town planning schemes and

commercial projects with the privat~ sector should also prove useful when

applying j oint venture value capt.ure techniques to transport proj ects.

Finally, it should be mentioned that the strong involvement of the private

sector in many of these techniques is in line with the government policy

of privatisation,

8.5 Merchandising ayproaches , "
J

Unlike many techniques in the previous two categories, those of

merchandising approaches are well known in South Africa. From this

perspective, therefore, returns from pursuing such techniques more

vigorously are likely to be more immediate.

(

In many cases in South Africa. local authorities have not realised the

commercial potential of their transport facilities. More often than not,

retail development.s seem to be tacked on to a transport facility rather

than. planned for and fully exploited at the design stage. There is Et

need, therefore, to incorporate such deveLopment; along with the

improvement of any transport facility_ By following a more market

or:i.entated approach, much interest may be evoked in the privat,9 sector to

establish outlets selling goods and services. particularly at transport

termini and interchanges. The, encouragement of merchandising techniques

may also be particularly suited to the growth of both the informal and the

sm ~ buainas s sectors. facets of the South African economy w1'dch are

becoming increasingly important.
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Merchandising techniques were recognised by the survey respondents as the
methods most commonly used in South Africa and were well received. After
joint development and the lease or sale or development rights, these were
envisaged as the value capture methods most likely to succeed given South
Africa t s present economic and political realities. For the most part.
this reflects support for free market principles whereby ,due can be
negotiated and agreed upon between the parties concerned.
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CHAPTER 9: CONCLUSIONS AND RECOMMENDATIONS

9.1 Background

The concept of value capture as it applies to transportation has been

investigated in this proj ect repor.:.. The term va lne capture refers to t.he

indirect funding of transport facilities through securing a portion of the

value or benefits created in providing them which may accrue to pi90ple or

bodies other than the transport facilities direct users.

The inves,tigation was undertaken in order to achieve two main objE=ctives:

o to identify what methods of value capt.ure exist; and

o to establish what conditions are required which would

favour the use of value capture techniques in South

Africa.

Two avenues of research were followed in order to achieve these

objectives. The first 'Was a review of available literaturE! on value

capture techniques employed in the transportation field and t.heir usage

around the world. The second was a survey of professional people active

in the transport field in the public and private sectors in South Africa

regarding thei.r views and knowledge of value capture. The survey

at.tempted to est.ablish which value capture techniques were favoured most

by the respondents for use in SO!.lt.r. Africa, to what extent vatue capture

methods have been utilised in the past and what transport projects in the

future might be considered for emplcying value capture techniques.

Brief summades of the research findings from the two parts of the

investigation are given below before the main concIus Icns and

recommendations from the study are presented. Areas identified from the

investigation where future research on value capture in South Africa c~uld

be frnitful1y pursued are found in the final sect.ion.
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9.2 Research findings from the literature revi~

FouI'teen methods of value capture were identified from the literature.

Broadly speaking they fall into OIle of three categories - property-related

charges, joint ventures and merchandising approaches. Property-related

charges intend to secure a share of the benefits gained by owners or users

of properties as a result of their location close to a transport facility.

Joint venture techniques attempt to capatalise on the advantages gained

through public and private sector co-operation on transportation projects.

Merchandising approaches focus on the opportunities for sales presented at

transport facilities.

Each of the techniques described in the three categories can be used on

its own or in combination with other techniques. As the literature

explained, the techniques all have particular advantages and disadvantages

regarding their use, but ultimately it is most likely to be the type, size

and circumstances surrqlJ\ding the particular project under consideration

as well as the prevailing institutional, political and economic cl.imate

which will dictate the outcome of any value capture exercise.

According to the available literatute, usage of value capture techniques

to help fund t~ansportation projects has been most extensive in the United

States. Examples of whet'e all fourteen. value capture methods have been

employed can be found here. Joint ventures and merchandising approaqhes
are the categories of techniques which have been most widely used in

Canada, Western Europe and the Far East. This is also the case with South

Africa although this country -."'lasnot been particularly pro-active to u,llte
I'

in this area. The income to he obta~f'l.edthrough the use of value capture

techniques varies del..nddng on the ~i2;e and nature of the transpa,rt

project being .-90nsidered. but the lit,lrature indicates that revenues can

be generated ~1hich may total up to l1\~nymillions of rands in monetar~'

terms.
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9.3 Research findings from the valu~ capture surve%

Enthusiasm for the concept of value capture was shown by the majority of

r.espondents interviewed in the survey carried out for this study. It was
admitted, however that the possible benefits of value capture have yet to
be fully appreciated and exploited in the transportation field in South
Africa. Public sector respondents were mostly concerned with questions of
equity and fairness in terms of implementing value capture whilst the
private sector respondents were more interested in opportunities for long
term profit.

Despite the differences in emI-.tasisof approach, a remarkable degree of
consensus was shown between the survey respondents in terms of their
attit~des towards each value capture technique. The most favoured
techniques were j oint development and the lease or sale of development
rights from the joint ventures category and the sale or lease of
advertising space and concessions from the merchandising approaches
category. The least favoured value capture techniques were special
benefit assessments, tax increment financing and employer wage-bill levies
- all from the property-related charges category.

Past applications of value capture in the transport field in South Africa
have occurred on an ad hoc basis. These have most frequently involved the
merchandising pair of vslue c~pture techniques. Howevet. little concerted
effort has been made in the past by most public authorities to exploit
value captu:e potential. Feedback obtained from the survey respondents
suggest that public transport facilities at nodal interchanges are likely
to be the best candidates in the near future for the use of value capture.
This is basically because of the concentrations of people which gath~r at
these points and the consequent ~ommercial opportunities which are
presented. on which private sector interests would be keen to capitalise.
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9.4 Conclusions

...\ number of conclusions can be drawn from the work undertaken on value

capture in this project report:

o Planning for public transport and land development in

South Africa is often carried out in isolation. Any

scheme to Improve transport should thus be co-ordinated

with land use planning and ',alue capture can be used to

good ef" <: in this sphere.

o The involvement of the privat.e sector in most value

capture techniques is of major importance.

o If value capture techniques are to be accepted as valid.

especially from the point of view of the private sector,

it is important that additional wealth is seen to be

created.

o The ability of auy public body to utilise any of the

value capture techniques is dependent not only on the

organisational structure of the body. but als0n on the

legislative basis of its existence and the personalities

involved in implementation. Negotiating skills. drive

and commitment are often attributes required by

indb'iduals involved in fulfilling value capture

proposals.

c

o

o Public authorities should not see themselves only as

providers of ttansportation services. but also as

undertakings with the duty to seek profit in private

sector activitie~ as a means of reducing operating

deficits and public subsidies. This is readily

understood by taxpayers.

-
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o Value capture it not a remedy to funding problems in the
transport sector and no single value capture technique is
likely to provide a means to offset all of a project t s
capital and operating costs. Returns from use of the
techniques are likely to vary from very small amounts to
significant returns. Application of a value capture
policy. however. could contribute towards partially
resolving the financing difficulties faced by the public
sector in the provision of transport facilities.

o Value capture is applica.bleto "J.lmodes of transport but
is best suited to condit:!'·':'T'swhere there are large
concentrations of people. Value capture techniques can
he most readily applied at nodal points. Along a route,
~alue can be dissipated but opportunities ~till exist to
exploit nodes on a route or to encourage corridor
de\re.;..>pment.especially along busy freeways and major
roads and adj7:'J:entto well patron.isedrail routes.

o Evident suggests that success in implementing value
capture techniques
transport facilities

is most likely at sites where new
are pzopoaed , The application of

value capture to old facilities. which are considered
paid for. may arouse opposition.

o The connector fees and lmpact requirements value capture
techniques in the property-related charges category were
the most favoured by the survey respondents in this
investigation. The remaining techniques in the property-
related charges group - tax increment fi.l~ncing.special
benefit assessments and employer wage-bill levies - are
likely to be successful only when convincing f,videncecan
be produced to show that the transport facility will
generate or has generated significant b~nefits for
property-owners. t~nants or employers.
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o Joint venture projects look promising for South.Africa
judging by the reactions of the survey respondents in

this study to the value capture techniques in this
category. Overseas experience suggests they are able to
generat.e large amounts of revenue as well as offering
potentia...for increasing transport dersb.Lp,

o In South Africa, the application of merchandising
approacbes can be utilised with vir'_ual1y immediate
effect. Past experience in this area can be capitalised
upon.

o Results obtained in this investigation suggest public
transport terminals and dnt.erchenges in South Africa,
especially ill inner city areas, are worthwhile starting
points for exploiting value capture potential.

9.5 Recommendations

Understanding the mechanics of how value capture can be employed will be
insufficient unless relevant parties help promote its use in the tranSpoLt
field. It is therefore recoblmendedthat:

o Gover.nmentbodies at all levels presently responsible for
the provision and funding of transport facilities a~ well
as interested organisations from the private sector
endeavour to become more familiar with the range of value
capture techniques.

o Value capture possibilities be automatically consIdered
prior to any approval or implemelit.et.ionof proposed
transport projects.
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o Structures be established on a local level which

facilitate communication between the public and pri,rate

sect.o rs and which investigate and encourage the use of

",alu(!Icapture in relation to transport proposals.

9.6 Research nepds

The foll(.~.dng research needs were identified during this investigation:

To ioentify south African legislation which deters the

implementatinn of value capt.rro in the transportation

field;

o To establish how existing legislation eQuId be amendedor

enabling legislation introduced which trcufd facilitate

the use of value capture;

o To det.ezsdne the range of financ1..d returns which could

be expected from the use of different value capture

techniques by conducting individual project case

studies.

o To investigate the extent to which it is necessary for

value capture revenues to be dedicated to supporting the

transport project which generates them; and

o To undert.ake similar work to validate the results

obtained from this stutiy.
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VALUE: CAPTURE QUESTIONNAIRE

The objectives of the queoti.onnaire are:

a) To obtain feedback and ~iscussion on the first part of the study -
namely the literature review on value capture.

b) Based on the cesp, •.dents' experience and judgement, to obtain
reaction t.o the applicability in South Africa of the 14 value
capture techniques identified in the literature review.

c) To ident.ify legislat.ion requiring revision in order to implement
any of the value capture techniques.

d) To identify exist!,-,
the issues associat .

~.uecapture applications in South Africa and
:"th them.

e) To produce a tyvo1ogy of potential value capture schemes in South
Africa.

Please fill in your name and affiliation below:

•••••• • o •••••••••••••• e ••••••••••••••••••••••• ., ••

6 ~ •••••••••••••••••••••••••• CI e •• ~.

{

"'- ..•.,

(
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QUESTION ONE

i) Please give the three comments on the value capture literature
review which you personally consider to be most significant.

1 _.....•...........• 0 •••••• ~ ••••••••••••••••••••

••••••••• l •••••••••••••• ·••••••••••••••••••• e ••••• o •••••• ~ •••••• "' •••••••••

•••••••••• '1)." ••••••••••••••••••••••••••••••••••••••• 111 ••• 0 •

2 .......•............. ", ".

•••••••••• G •••••• O.~ " 4> •

•••••••••••• .,." •••••••••••••••••••••••••• & ••••••••••••••••••••• " •• " •• $ •••

3 •...•. 11 ••• « ...... 0 •••••••••••••••••••••••••••••••••••••••••••••••••••••••

0 "."' .

••• 4 4 0 ••• 1;10 •• "' •••• 5 •••••• " •••••••••••

ii) Do you know of a1\yvariation or other value capture technique apart
from t.hoseidentified in the literature review? If so, please give
details•

............................. .., ,. .

••••••••••••••••••••••••••••••••••••• "' ••••••••••••••• ~ ••••••• 0 .

••••••••• ,.,. •• " ••••••••••••••••••••••• I11 •••••••••••••• ~oe ••• " •• 0 .

f
I

(
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QUESTION TWO

In this question, we would like to know what you feel about each technique
.in terms of its potential for practical implementation in Sot:lthAfrica.
The definition of each technique Ls given and then you are a.sked to
express your opinions regarding them.

1. Special benefit assessments

A fiscal measure whereby some or all of the
providing a transport facility ar~ borne by owners
well defined aree, the boundaries of which are
properties bene:iting from the project (area-wide).

costs associated with
of properties within a
drawn to include all

LIKE LIKE INDIFFERENT :nST~IKE DISLIKE DONT KNOW
A LOT SOME SOME A LOT. .~."

(please tick the box you feel is most applicable)

If you chose one of the first five options, please give reasons for your
choice.

$ •• "' 0 ••••••••••••••••••••••••••••••••••• '1 ••• o'lft.O' •••••••••••

..•. ¢.· ., •.• a ••• ' "' •

........................ ":I"Q.Q .

.. • • • • • • • • .. • • • • • • • .. .. • • • .. .. • • • .. • • • If _ .II .

···.·'J.·· .. · ".. j!I ••••• 4 • ., • ••••••• "' •••• ~ ••••••

.... .... .. . .. .., ., .,. .~ " .

(

Uo you foresee any problema with regard to legislation, or other snags. if
this technique is implemented? If so nlease give details. With regard to
any legislative problems, can you suggest who should be consulted
fUrther?

e •• ~ •••• ~ •••••••••• 6 ••••••••• '(I •••••• I) •••• , .............••••• .,..Q ••••••••••••-~.. '"
••••••••••••••••••••• " ••••••••••••• q ,. •••• '11 ••••

••••••• ., ••• OOO ••••• i> ...................................••• o ql' ••••
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2. Tax increna.:nt financing

A charge which is
within the sphere

based on the
of influence

expected appreciation of property values
of a proposed transport project , The

used as a security to obtain funding for theproperty value increment
project (area-wide).

is

LIKE LIKE INDIFFERENT DISLIKE DISLIKE DONT KNOW
A LOT SOl·ill SOME A LOT

(please tick the box you feel is most applicable)

If you chose one of the first five options. please give reesons for your
choice •

................................................. 0"' 0 •••••••

............. $ "' •••••••• ,.. •• 0 •••••••••••••••• -e •••••••

••••••••••••• ~ ~ •• o,) ................................•••••••••••••••••••

••• ~ c e !teQ ••••••••••••••••••

••••• 1t ••••• 41 ~~ •••. If • .:tfl a ••••••••••••• 01 •• ~ c ••

••••• 49 e .,. ..

Do you foresee any problems with regard to leg~slationf or other
this technique is implemented? If so pleas~ give details.
any legislative problems. can you suggest who should
further?

snags,
With regard
be

if
to

consulted

........ It " ••••••••••• " fI .

................................ , •• It 0' .

•••••••• It •• o tt ll .

).'
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3. Connectorfees

Charges to owners or developers of buildings J.djacent t() a transportation
facility specifically in return for the advantage of being physically
connected to it (site-specific).

LIKE LIKE INDIFFERENT DISLIKE DISLIKE DONT KNmi
A LOT SOME SOME A LOT

(please tick the box you feel is most applicable)

If you chose one of the first five options. please give reasons for your
choice •

•••• e •••••••••••••••••••••• IIt ~ iJ .

•••• O ••• S' •• " l:f •••••• " ••••••••••••••

• :a ••• e- ••••••••••••••••••• ,. .

• " •••••• 1\0 "' ..............•••••••••••••••••••

•••• " •••••• oe~.g I1. •••••• , ••••••.......................

• •• ·." ".11 ,., .

you

snags,
With regard
be

ifDo you foresee
this technique is
any legislative
further?

any problems with regard to legislation, or other
implemented? If so please give details.

suggest who shouldproblems, can
to

consulted

•••••• ~ • ., If ~ ,. -"J •••• " • ;. ., •••• Co •••••••

"' " •••••••••••••••••••• " •••••• $ ••••••••••••••••••

• .. " , t. •••• " ,. " ., ,. • " ••••
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'+.. Impact: requirements

projects on existing
mitigate or
or planned

Charges or
compensate

ethel. condf.t Lons
for the impact

imposed
of their

on new developers to

transport facilities (site-specific).

DONT KNOWILIKE I' LIKE II INDIFFERENT D!SLIKE', DISLIKE
il.....A_L_O_T-'-_S_OME_....J- ..J__sO~ i A I,OT

(ples.'.e tick the box you feel is most applicable)

If you chose one of the first five options f please give reasons for your
choice.

• III •• e ., ( ."I e $ ••••••• O ••••••••••••

.~ ••• O ol.e*.a.4 ~ •••....................

............... " b •••••••••••••••••••• " •••••••••••••• " •••••

.. .. • .. .. • .. .. • .. .. .. .. .. .. .. " II '* oJ " Q

••••••••••••••• O •••••••••••••••• lt " (1 •••••• ~ ., •• II •••

••••••••••••••••••••• " Q " •••••••••••••••••••

you whQ

snags, if
regard to
consultedany legislative

further?

any problems with regard to legisbtion, or other
is implemented? If so please giv~ details. With

shouldproblems, can suggest be

Do you fot"esea
this technique

• iii .- ~ • II .- " '" .1;. IC ••••• '" <it •• " " e

.................................• 11 •••••• + ••••• Il~ e 'O ••••••••••

• " 0. e ft • " Itt , It It Il

\\
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S. Employer wage-bill levies

A ta..t levied on all wage-bills paid by employers within. a defined urea
served by a transport facility (area-wide).

LIKE LIKE.I IN..DIFFERENT I DISL~DISLlKE
&-A_L_O_T-L...._S_O!_'1E ! SOME ,I A LOT

DONT no:]
(please tick the hox you feel is most aFplicable)

If you chose one of the first five options, please give reasons fat,'youII'
choice •

••••••• ,..1I ., '•••••••••••••••••••••••••••••••• e. "I1." ••• li

c

i........... , ·················1
.......... , IiJ .. e .. 'II '" 0 ,. ~'_ '" ,. e 4 ,j ~

J
•••••••••• a ••••••••••••••••• e ••• .tI •••••••• __ •••••• ." ••••••••••••••••• 6 ••••• ,.

.............. , , , , ···1
I~.~~~.~~~~~~~·.,.~~~~~~~~.~~~~.~~~.~~.~~·., ~~., .~~.., .., 't

this technique is implemented? If so please give deta.ils. with regard :'to
;any legislative problems. can you suggest who should be consukt; d
further? i

\
•••• (1 •••••••••••••••••••••• It •• ~"" ••••••• a •••••••••••••••••••• ,(

,\........................... ., .,. " " ~

J ,
;a ". _ ..

..... "'" " • ~ $ '" ., .. 't ~ i,. ~ « « • ~
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(:;. Land hanldng

The public acquisltion and holding of land for planned future use.

LIKE
A I.OT

LIKE
SOME

I

_.
NDIFFERENT DISI.IY.E DtSLlKE DONT ¥lmW

SOME A LOT
(please tick the box you feel is most applicable)

If you chose one of the first five options. please give reasonS fer your
choice •

• " • " ~ " .' ,. .. " • .. • ~ f' •••• " • IP ." .. e .. If ,. .. " " ••••• " -.; •• '••• ~ • 8- ..

••• " 0 •• t- ••• 6 " ••••••

••••••••• s ••• I) ••••••• "' "" 0 •• 0 .

............ ;.,5" " •••••••••••••.•••••••••• " •••••••• '4 ••• +" b •••••••• ·""

•••••• :t " ...••••••••••••• ~\ $b 5 •••••

••••••••••••••••••••• ,\.· IiI s ,· ...

Do you f(jresee
this technique
~ny legislativs
further?

any problems with regard to legislation, or ocher
is implemented? If so please give details.

suggest who shouldproblems, you

snags,
'With regard
be

if
to

can consulted

.................... - •• ~ •••••••••••• * .

... ." ~ :. ¥ '" " " ' " " ,. r~ , .. It ., II • " .. ~ • " " ..

fI ••••••••••• ., •••••• e •••• .J('.It ~ a" ••••
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1~ Leasing/selling development rights

The leasing/sdHng of right'5 t.O develop above, below or around a site
used for transportation purposes.

LIKE LIKE INDIFFERENT DISLIKE DISLIKE DONT KNOW
A LOT SOME SOME A LOT

(please tick the box you fep-l io most applicable)

If you chose one of the first five options, please give reasons for your
choice .

................ ooo •• "'s •••••••••• & ...... o •••••••••••• O •••••• C' ••••••••••••••

•• "'.06 •. c. ••••••• ~ ••••• M ••• ,.'lI •••••• -'II 4 " •••••••• " •••••

••••• II lIf.>J •••••••• G •••••••••••••••••••••• ~uO' ".~ ••••• iI

••••••••• " •••••• ' •••• 111 •• "' $0 ••••••••••••• ,,<1 •••••••• 9 4 •••

...................... ;It- ". •• ". .,. .

...................... ~ ,) ,.. ••••• + *~ ••••••••••••

Do you foresee any problems with regard to legislation, or other
thi3 techndcue is imple11lented?If so please give details.
any legisl .;Je problems. can you suggest who should
further?

snags.
With regard
be

if
to

consulted

...... 4I •••••• ~ ct •••••••• " ••••••••••• " ••••••• &- ••••............ c •••• e ••

•••••••• ., •••••••••••••••••••••••••• ~ ••••••••••• J< ~ •
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s. Leasing/selling developed properties

The public body itself develops the rights it holds and then
sells the property that has been erected. This could include
the whole site on which the transport facility is sit.uated for
by private enterprise.

leases or
leasing of
management

LIKE LIKE INDIFFERENT DISLIKE DISLIKE DONT KNOW
A LOT SOME SOlfE A LOT
-

(please tick the box you feel is most applicable)

If you chose one ox the first five options t please give reasons for your
choice •

• '-~ •• "."' •••• ' ••••• 1O ••••• 6 •• "" t ••••••••••••••••• e •••••••••••• •• ••

• .. " " 0. 6 ..

• :ao"" ••••••••••• e •• ~ ••• c> <tc ••••••••••••••••••••••

............................. ~ ••••••••••••••••••• f' •••••••••••••••• __ •••••••

.............................. .1 , ..

• O ••••••• G ••• e ~ •• " !II •••••••• ., ••••••• c •••.....................

YOll

snags,
With regard
be

if
to

Do you foresee any problems with regard to l(~gislationt or other
this technique is implemented? If BO please give details.

suggest; whoany legislative problems, can should consulted
further?

.............................. \ .

··· "' a.~ C' •••••• ~ ••••....................

Q j) ...........................................•••• Ctl.O •••••••••• ~
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9. Joint development

Projects in which investment in transport facilities is cloGely linked to
the development of private property. thu& involving both the priva~e and
public sect.orsin illformal and formal development partnerships.

LIKE LIKE INDIFFERENT DISLIKE ! DISLIKE DONT KNOW
A LOT SOME SOME A LOT

(please tick the box you feel is most applicable)

If you chose one of the first five options. please give reasons for your
choice •

•••••••••••••• .,. •••••••••••••••••••••••••••••••• ., •••••••• " ••••••• fO ••••••• "

•• e tI ••••••••••• e.~ ••• >'l,' ••••• • ••••• ~ ,.

.' ••••••••••••••••••••• ., •••••••• 0 •••••••••••• " •••• 0 •••••• \, ••••••••••• ,. ••••

• e ••••• II •••••••• e ••••••• l>~ •••••• " ••••••••••••• " •••••• f ••••• "' ••••••••••••••

••• " " •••••• " •••••••••••••••••• $ .

...... 0; •••••• "' •••••••••••••••••••• ", .

any

snags,
With regard
be

ifDo you foresee any problems with regard to legislation, or other
this technique is implemented? If So please give details.

legislative problems, can you sUb8'~l;twho should
to

consulted
further?

.". ••••••••••••• It ~ ••••••••• 41 ••••••.... 0' ••••••••••• ., •••

•• ·1:0 ., ••• 0 •• 0 $1 .

• ._. ••• ~ " t!I ••••••••....................
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10. Negotiated investments

An agreement
former agrees

between a developer and a public
either to make a needed public

body through which the

a sum towards an improvement
benefit his levelopment.

in exchange
impt'('vemen.tor to contribute

for e. ccncesudon which will

I
.

I
:,,:.0-

LIKE LIKE INDIFFERENT DISLIKE DISLIKE DONT Y.MO~
A LOT SOME SOME A LOT

(please tick the box you feel is most applicable)

If you chose one of the fira.t five options. please give reasons for your
choice •

• • • • • " 0- " •• " , ••••••• " • " •. iit • fi Co " ••• " • 0 ••• " • " • " • " " " " " " " " .. & " •

••••• •• •• •••• " ••••••••• e ••••••••••• c •• e •• ' .

••••••••• , •••••••••• "' •••••••••••••••••••••••• ".(10 ••••••••••••••••• ,.••••••

1' ••••• , ••••••••••••••••••••••••••• 0 •••••••••••••••••• 0 "

••• " •••••••••• ,..to '1· ~ .

••• 0 ••••••••••••••••••••••••••••••••••••••••••• 9 ••• ,. .

Do you foresee any problems with regard to legislation. or ~ther
this technique is implemeuted? If so plaase give details.

suggest who shouldproblems, can you
With
be

snags , if
ree.-1rdto
consultedany legislative

further?

..................... .a $ ••••••• , ••••••••••

............ " ••••• " •••••••••••••••••••••••••••••••••. ) •• "' ••••• 9 •• ) •••••••••

.. •••• •• •• •• ••• •••••• t:o •••••••••••••• ., ••••••• e .... It •••••• " •••••••••••••••••••
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11. Cost sharing (turnkey agreement)

The sharing of operating expenses or contributions to the construction
costs of a transport facility by a private developer. No joint land
development is involved but the benefits ar.e derived from integration or
interconnection between the transport f').,: ility and the private
development.. (A turnkey agreement involves the construction of a
transport facility by private enterprise Ciil behalf of a transport
authority. )

ILI~ LIKE INDIFFERENT DISLIKE DISLIKE DONT KNOW
IA LOT SOME SOME A LOT

(please tick the box you feel is most applicable)

If you chose one of the first five options, please give reaBOUS for your
choice •

••••••••••••••••••• 6 ••••••••••••• 1l ••••• ,~ •••••••••• •• •••••••••••••••••••••

.. • .. • .. .. • .. .. .. .. .. .. .. .. '* ill '" ..

....................................... e •••••• ~ •••••••••••••••••• 0., ••••• • •

......... O •••••••••••••••••• c. •••••• .I~ •••• fI O •••••....................

••••• 4 e..11~ •• ~ 1t." ~ .

....... '06 ••••••••••• 4- "' ••• a •••• e ••••••

,-.. Do you foresee any problems with regard to legislation. or other snags, if
this technique is implemented? If so please give details. With regard to
any legislative problems, can you suggest who should be consulted
fu);"ther?

............... f) " ••• ,. .

.. • .. • • 1;> " b (> " .

.... ·."· ••••••• Q .. e •••••• O ••••••••••••••• <o •••••• !I ••• ,, .,.
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12.. Donations

The obtaining of donations (monetary or physical land/property) from the
private sector in return for recognit.ion or publicH.y.

~IKE LIKE INDIFFERENT DISLIKE DISLIKE DONT KNOW
A LOT SOME SOME A LOT-

(ple~se tick the box you feel is most applicable)

If you chose one of the first five options. pl.eaae give reasons for your
choice.

" C " I: .' ., " .. 011 •• " If! It ., G 5- liJ ~ .. $- ~ " ..

••• e •••••••• o ••••• e , •••••••• •• •• • ••••••••••••••••• $ •

••• " ••••••••••• ~ O CI ••• 4k ••••••••••••••••••• 0

••••• 9 •• C " •••••••••••.••••••••• 9 0 ••••

-O '••••••••••••••• fI • .

.. " II' " " ., " " 0 ..

Do you foresee any problems with regard to legislation. or other snags, if
this technique is implemented? If so please give details. With regard to
any legislative problems. can you suggest whO! should be consulted
further?

...... ., 11', •••••• '1 "' ...

••••••••••••• f> •••••••••••• ~ ••••••••••••••••••••••• oIj •••••••••••••••••• ~" ••

• ••• • .- •••••••••••••••••••• <t, b •••• ,. 9 •••••••••••••••••••

(,
()

II
)/
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13. Leasing of adve:t'tisingspace

The sale of advertising rights in or around transport facilities.

LIKE LIKE INDIFFERENT DISLIKE DISLIKE DONT KNOW
A LOT so:t-m SOME A LOT

(pl~ase tick the box you feel is most applicable)

If you chose one of the first fi,re options, please give reasons for your
choice •

•••••••••••••••••••••••••••• '-' e •••• .o ••••• ~ _ ·o ••••

.................................. ., " •••••••.••••••• 0- ••• .,. •

•••••••••••••• 0· •• 8 " .

••• ••• •• •••••••••••• ·••••••••• e ••••••••••••••••• a ••••• " •••••••••••••••••••

(18 •••••••••••••••••••••• 0 " ••••••••••

..................................................... 0 •••••••• 0 ••••••••••••

you
so please give details.

suggest who should

or other snags.
With regard

if
to

")0 you foresee any problems with regard to legislation,
this technique is
any legislative
further?

implemented? Ii
problems, can be consulted

•••••••••• () ••••••••••••••••••••••••••••••• II ••••••••••• 0 •••• .., ••••• •• •• ••••

••••• " Co e •••••... 't .,

........... .1 •••••••••••• 0 0 •••••••••••••• e.1I: ••••••••• • •••• ••
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14. Concessio:"'.s

~:he generation of revenues through the sale/lease of concessions for
business purposes in or aro~~d transport facilities.

LIKE LIKE INDIFFERENT I DISLIKE DISLIKE DON'! KNOW
A LOT SOME SOME A LOT

- I
(please tick the box you feel is most applicable)

If you chose one of the first five options, please give reasons fot your
choice •

•• <9 11- ".IJ •••• 41

•••••• 0' .,. •••• 15 •••••••••••••••••••••••••.••••• e •••• ~ · •• •

......................... 0 ~ 8" .

.. 0 It 110 .

••••· •••••••••••••• iII •••••• e ••••••• lI <iI· •• ••••• •••••.•••••••••••••••

• ••••••••••••••••••• 0 •••••••••••••••••••••••••••••••••••••• $ •••••••••••• ~

any legislative
further?

any problems with regard to legislation,
is implemented? If so please give details.

suggest who should

or other
With

snags, if
rega.rd to
consulted

Do yon fore3ee
this technique

problems, can you be

••••• , •••••••.••••••••••• , ~ e ••••

•••• P •••••••••••• ~ •••••• , .

••• .. ••••• ~~ ••••••••• c ••••••••••. o ••••••• ." .
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APPENDIX :8:

CATEGORISATION OF PROPOSED TRA'c~~PORT SCHEMES

WITH VALUE CAPTURE PO~ENTIAL
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CA.TEGORISATION OF PROPOSED TRANSPORT SCHEMES
WITH VALUE CAPTURE POTENTIAL

Proposed transport ~chemes identified by questionnaire respondents as
having value capture potential were categorised according to the following
criteria:

TRANSPORT FACILITY STATUS

Existing
Upgrade
New

TRANSPORT MODE INVOLVEU

Rail - light; heavy
Road - car; bus; cambi-taxi; other (specify)
Sea
Air

LOCATION

CBD
Suburban
Other (specify)

SCALE

Single site
Area wide

''1
LAND OWNERSHIP

Public
Private
Multiple

PERCEI'i"El)DOMINANT SURROUNDING LAND nSE

Commercial - retail off' '.:e
Residential
Industrial
Other (specify) continued overleaf

( .

-,
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INTENSITY OF SURROUNDING LAND USE (within walking distance)

Floor area ratio: < 0,2
Floor area ratio: 0,2-1
Floor area ratio: > 1

CONDITION OF SURROUNDING LA'NlJ USE

Good order (hard)
Bad order (soft)

INCOME GROUP SERVED 'BY TRANSPORT

Low
Medium
High

FREEWAY ACCESSIBILITY

< 1 km
> 1 km

PEDESTRIAN FLOW

< 10,000 per day
10,000-50,000 per day
> 50,000 per day

PRQXIMITY TO OTHER COMMERCIAL OR TRANSPORT NODES

< 1km
> 1km

POTENTIAL DETERRERTSfnBS~&CLES

Res Lst.ance from property owners
Losses to businesses elsewhere
Up-£ront costs to puhlic authority
Resistan<.:;'I within public authority
Legislative changes required
Other:

) ............................................. 0 ., ..

c;.
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APPENDIX C:

RAT:'J.NG SCALE RESt'.t.fS OF ATTITUDES TOWARDS
THE VALUE CAPTURE TECHNIQUES



~rl ,.,

RATING SCALE RESULTS OF ATTITUDES TOWARDS
THE VALUE CAPTURE TECHNIQUES
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HI!JUMS ~ 'WITH '.ttE l.F.ASl!C <F 1DIE1l1'lSDC SlWZ
<Ii STRI!:ET SIQIS IN FHE'ltlUA.

(Source: Pretoria News. 25 April, 1989)
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New signs leave drivers
in the dark

Pictures: QIAlU.ES HYMAN
Signs of tho times: adv.rtising boards il-
luminate Pre~oria'l) str •• t corner. but for
Ria Fourie a map was nec.nary to un-
darstand the ,ign at tha Lynnwood Road·

IDuncan Strs6t corner,

Which way: Church Street? Van d.r Walt
Stroet? This li9n outs ida the R.la!'Va
Bank could confuse visitors to the city.....

VALERIE BOJ£. Stiff R.partir
NEW illuminated Walt Street.
stred name boards After much debate the
are up now, but for city council decided to go

• m:my Pretoria resl- ahead with tho new ad-
dents and vishors to vcrrlsing-sponsorcd
the capital they are street signs in Pretoria's
not proving too business areas and on
iIIuminaling. busy street imcrsectic, ,

Boards bearing detaili in the suburbs.
of their sponsors, often A council spokesma,
including a street ad- said the public got, at no
crC53, have led to eentu- charge, a street sign
sicn and complaints, nol which was bold and cosy
only because of the ad- 10 read, and the city
vcrtisements but because council received a rental
of incorrect naming and from the advertiser, too.
the chllite of advertisers. "We check that the

AI the bu~y intersec- advertisement will not
lion of LylU:w~ Road f!i d .and Duncan Street, a cause 0 ence an require
new street name board that a specific, standar-

dised type size and style
announces "Lynnwood be used for the street
Street", and cros.ing it ..
"DUIJClin Road". nu. IUmCiJ, the spokesman
immediately above the said.
name Duncan ROiId is "A different type is
"nurnett Street" on om used on the advertising
advertisemem for the panel amI there should be
Hatfield Plata. no cau,., for confuslOll."

Businessmen in Iher
shopping ceatre al the
imen;e;:lion'lIt angry be-
cause the street is in filet
• "Road" the name
Burnett iniroduted on
the baud makes the sign
C()nfusinK and because a,
busineu centre six blocks
away and in a!lolher sub-
urb is advertised, rather
than thelr local fac'Jities. I

In Beattix Street nell"
the Kingsley Centre •
aign advertises a business
in Sautter Street. at least
3km away.

'WIICoe Cllarl~ Slre1!t
and Brooklyn Road
meet, a sign Idvertises a
Club Avenue restauranr
- and the "Club Ave-
nue" is in a bigger type
than the Brooklyn Road
sign, say residents.

Motorists not familiar
with the name change in
Charles Street at Magno-
lia Dell now have to help
them a street sign indi-
cating Charles Stteett
Walker Street and Uni-
versity Read, but al!;o a
fourth ilame - Jorissen
Street, which cannot be
reached din.'l:tly from the
intersection,

In the city centre the
confusion continues with
a new street name board
outside the Reserve ll.mk
staling that this is the
comer of Prinsloe and
Church Streets, but di-
m;tly abov~ l~? Church
Street (Kerkstrul 011 the
reverse side) sign is an

. mow indic;ting Van d~r

,.;.'

j

BrOO!d~~'~r Club: confusion is ca~H~ becaU;f:;~~-I-iz-e-O--f-tY-P"".J
used on tha advertising panfil i. largar than that on the street

name.. ----
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APPElIDIX E:

CHARACTERISTICS OF PROPOSED TRANSPORT PROJECTS CONSIDERED TO HAVE VALUE
CAPTURE POTENTIAL

A) BUS AND COMBI-TAXI TERMINI (12 Projects)
B) NEW RAIL BASED TRANSPORT SCHEMES (3 Projects)
C) TRANSPORT SCHEMES AT STATIONS ON TRANSNET OWNED LAND (13 Projects)
D) ALL PROJECTS (Total of 28)



-140-

aIARlcmu:sn:cs OF P.ROroSID '1'RANSKRI.' PRO.:JH:;TS ~ TO HAVE VAIlE r..AP'.lmE romn'IAL
Al as AH) <XMBI-TAXI '1'LMOO (12 Projects)

VARI.Am.E nrn VAPJAmE~C ncII'EKE OF
VARIABLE
ClJAlW:'lEITSTI

1) Transport Facility Status a} New S
b) Upgrade 7

2) Transport M:xle Involved a) ttaH/car/rus/caml-taxi 4
b) Rail/oos/crnbi-taxi 1
[c) car/rus/carbi-t.axi 1
d) Bus/combi-taxi 6

3) Loce.tial a) CBD I)

b) Stiburban 6

4) Scale a) Single site 12

5) Land Ownership a) l\lblic 6
b) Private 1
c) M.t1tiple 5

6) Pen:::eivedlbninant Sl1'=roundlng Land-Use a) Camercial retail and office/industrial 1
b) Camercial retail/industrial 2
c) Camercial retail/residential 5
d) Camercial retail and office 1
e) Ca'rmarcial retail 2
f} Industrial 1

7) Intensity of Sun:oor.ding Land-Use a) Floor area ratio: 0,2-1 7
b) Floor area ratio: > 1 5
- -

8) Ccnditioo. of Surrounding Land~U<1e a) Good order 3
b) Bad order 6
c) Mixed order 3

9) lnc(l'JB Group Served by Transport a) Lew 4
b) Loo/Hedil.lll 4
c) M:Kiiun 1
d) UM/l~ttn/High 3

10) Freeway.Accessibility a) >lk.'!1 9
b) <lkm 1_ 3

11) Pedestrian Fla.7 a) < 10,000 pet' day I ,.
b) 10-50,000 per day I- )

12) Proximity to Other C'.cmrercial or Transport a) <1km 1Q
Nodes b) >1km 2

13) Potential Deterrents/Obstacles a) Resistance fran property oeners 5
b) Losses to rosiness eh,?~erf.' 3
c) Resistance within public authority 6
d) Up frcnt costs to r'ilblic aut:b:1rity 8
e) Legislative changes required 1
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~cs OFPROrosIDTRANSPCRl' PRO..JEX:l'S CXllSIlEU!D'ID HAVEVAIlE CAP'lU{E rormrIAL
B) NEW'RAn. BASFDTF.ANSroRT5a:JFl£) (3 Projects)

VARIABlE 1YJ.lE VAR1ABlE~ ncIIF'...d:E OF
V.AR.IA&E
~C

1) Transport Facility Status a) ~xisting/upgrade/New 1
b) New 2

2) Transport MxIe Involved a) Rail/light rail 1
b) Lig.~t rail 2

3) Locatien a) CBD/Suburban 3-4) Scale a) Area wide 3

5) Land CMr..ership a} Mlltiple 3

6) Percei'\,-ed Dani.nant Surrounding Land-Use a) Ccmrercial retail and office/
residential/industrial 3

7) Intensity of 5urroonding Land-Use , a) Floor area ratio: < 0,2-0,2-1 .' >1 2
b) Floor area ratio: 0,2-1 - ~> 1 1

.... _"..

8) Calditim of Surrounding Land-Use a) Mixed 3

9) IncCl"le Group Served by Transport a) Low/f.~diun ";:,

10) r'reeway Accessibility a) > 1km I < lkm 3

11) Pedestrian Flow a) > 50,000 per day (for systan) 3

12) Proximity to Ot.'lu:rCc:IJnercial or Transport a) < ~ / >\lkm 3
Nodes

13) Potential Deterrents/Obstacles a) Resistance fran property OiIru!rs 3
b) Losses to business elsOOere 2
c) Up frent costs to public authority 3
d) Resistance within p.tblic authority 2
e) Legislative changes required 2
f) Resistance fran transport operators 2.
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~'lCS OF PROJ?OSm 'l'RllNS.roRT l"RD.JECl'S ~ TO WVE V.AV.Ai: C8P'l'IEE rormrIAL

C) 'l'RIlNSPOOl' ~ AT S'l'ATICNS m~'l'R.A'N5mT aHD UID {1.3 Projects)

.
VARIABLE TYEE V.ARIA:&E ~C ~OF

VARIABlE
aIARACTFlUSTIC

1) Transport FaciH.ty Status a) Existing 2
b) Upgrade 8
c) Upgrade/New 3

2) '.rransport M:xie Involved a) Rail/li@lt rail/caribus/cambi-taxi 1
b) P,aU/light rai1/cl:rr/cari:>i-ta:'Ci 1
c) Rail/light rail/car 1
d) Rail/car/bus/carbi-tari 3
e) Rail/bus/cc.rrbi-taxi 6
f) Rail/crobi-taxi 1

3) Locatitn a) CBD -4 9
b) Suburba,., ~

4) Scale a) Single site 10
b)Area~ 3

5) Land OIroership a) Public 12
b) Mlltiple 1

6) Perceived Dc:mii..:mt. Surroonding Land-Use a) Canre:rcial retail and offir:.a/ 1
residential

b) Ccmrercial retaiJ /residEntial/ 1
industrial

c) Camercial retail/industrial 2
d) Ccxrn'ercial retail and office 4
e) camercial retail 2
f} Camercial office/ industrial 1

Igj Residentiall industrial 1
h) Resident~ 1 ,

7) Intensity of Surrounding Land-Use a) Floor area ratio: < 0,2 1
b) Floor area ratio: 0,2-1 10
c) Floor area ratio: > 1 2

18) Cooditioo of SurrO'JIldingLand-Use a) Good order 4
b) Bad order 4
c) Mixed order S

9) Incare GroopSet'l.>edby Transport a) 1,':711 7
n» L(Ml~iun 5
c) Lcwi»adiun/High 1

10) Freeway Accessibility a) >1km 10
b) <lkm 3

11) Pedestrian Flew a) < 10,000 per day 2
b) 10-50,000 per day 9
c) > 50,000 per day 2

-
12) PrOldmity to uther Cc:nmarical or Transport a) <lkm 10

Nodes b) >lkm 3

13) Potential Deterrents/Obstacles a) Resistance fran property oeners 2
b) Resistance withit1. public authority 3
c) Up frent costs to public authority 3
d) Political difficulties 3
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~ OF PllOJ:lOSID ~ l'BO.lHirs ~ 'ID HAVE VAUE CAP.ruRE IUIENr'.lAL
D) N.L PIDJEX!TS (Total of 28)

VAR.TA'&E 'l"l2E V.ARIABLE~ mm:JKE KJf!
VAR!AWE
~

1) Tran,,-port Facility Status a) Existil".g 2
b} Existing/Upgrade/New 1
c) Upgrade 15
d) Upgrade/Ni?,.; .3
e) New 7.

2) Transport t1Jde L'W'Olwd a) Rail/light rail/car/bus/cornbi-taxi ::.
b) 'O.ail/1igr,t rail/car/ccrrbi-taxi 1
c) Rail/car/b.lslcami-ta:ci. 7
d) Rall/'17JS/cami-taxi 7
e) Rail/light rail/car 1
f) Rail/light rail 1
g) Rail/caroi-taxi 1
h) Light rail 2
i) Car/bus/caroi-taxi 1...
j) Bus/carbi ...trud 6

3) Locatim a) CEO 15
b) CBD/SuOOrban .3
c) Suburban 10

4) Scale a) Single site 22
b) Area wide 6

,5) Land Ownership a) Public 18

I b) Private ).

c) Mlltiple • 9--, .
6) Perceived DcJninar!.t SUrrounding i-Use a) Ccmiercial retail and office I

residential/ :industr.ial .3
b) Ccr!m;)rcialretail and office/

industrial 1

I
c) Canrercial retail and office

l"esidential ).

d) Canrercial retail/residentiall
l..'1dustrial 1

e) Canrerchl retail/residential 5
f) Cattrercial retaill industrial 4
g) Camercial retail and office 5
h) Canrercial r~taiJ. 4
i) Canrercial office IincJtJStriat 1
j) Residential Iindustrial 1
k) Residential 1
1) Industrial 1

cmtinued overleaf
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VARIABLE 'lYPE VARIABlE aJAIW.'T&USTIC ~OF
V.tJtTABI:E
~c;rrc

7) Intensity of Surrounding Land-Use a) Floor area ratio: < 0,2 1
b) Floor area ratio: < 0,2-0,2-1 - > 1 2
c) Floor area ratio: 0,2-1 17
d) Floor area ratio: 0,2-1 - > 1 1
e) Floor area ratio: > 1 7

8) Calditioo of Surrounding Land-Use a) Good order 7
b} Bad order 10
c) Mixed order 11

9) Inctm:: Group Sm:ved by Transport a) LcM 11
b) Low/l13diun 12
c) I..oI1/V.sdiun/High 4
d)~un 1

10) Freer..my Accessiliility a) >1km 19
b) <1km 6

\ c) > ll!:m/< Jkm 3

11) Pedestzlan F1CM a) <: 10,000 per day 5
b) 10-50,000 per day 18
c) > 50_000 per day 5

12) Proximity to Other Ccrmercial or Transport a) <1km 20
Nodes b) <1km/>lkm 3

c} > 1km 5

13) Potelltial Deterrents/Obstacles a) Resistance fran property owners 10
b) Losses to OOSIDeSS elser..mere 5
c) Up f:toot costs to plblic authority 14
d) Resistance within p.lblic authority 11
e~ Legislative changes re~ired 2
f) Political difficulties 3
g) Resistance fran transport operators 1.-. _.
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