
Parking Cash-out: Where “Smart growth” and Effective Transit Intersect

Dave Van Hattum, Projects Administrator,
Downtown Minneapolis Transportation Management Organization (TMO)

220 South 6th Street, Suite 230
Minneapolis, MN 55405

Phone # 612-370-3987
Fax # 612-339-1412
E-mail: vanhattum@uswest.net



Parking Cash-out: where smart growth and effective transit intersect

Abstract.

The paper reports on the implementation of parking cash-out in the Minneapolis-St. Paul
Metropolitan Region in 1999 and 2000. Parking cash-out refers to employers offering employees
the cash equivalent of any parking subsidy.  Since parking costs in a downtown setting are typically
a substantial portion of commuting costs, cashing-out parking subsidies can provide a strong
incentive for commuters to choice an alternative to driving alone.

The paper includes:

• a summary of the extent of employer-paid parking in Minneapolis-St. Paul Metropolitan region
• data on the effect of parking cash-out on the commuter modes (and corresponding air emissions)

used by employees at seven employment sites
• discussion of the barriers to parking cash-out
• policy recommendations

Individual employers in the Minneapolis-St. Paul region were unwilling to fully cash out parking
subsidies.  Instead numerous employers began offering employees the choice of a free bus pass or a
parking space.  Several innovations on the cash out concept are also reported, including application
in a suburban setting, using parking-related payroll tax savings to subsidize transit, and success in
motivating corporate executives to cash-out their parking benefit.
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Introduction

This article reports on a “parking cash-out” research and implementation project in the
Minneapolis-St. Paul, Minnesota (“Twin Cities”) metropolitan area completed in 1999 and 2000.
Parking cash-out has traditionally been defined as “employers offering their employees the cash
equivalent of any parking subsidy”. Clearly, providing parking as an employee fringe benefit, but
not providing a similar benefit to alternative modes of travel provides a strong economic incentive
in favor of driving alone.1

Shoup reports that employer-provided parking is a pervasive nation-wide occurrence.2  This article
includes estimates of the extent of parking subsidies by employers in the Twin Cities Metropolitan
Area.  It also includes case studies of parking cash-out, including the impact on the commuter mode
used and the resultant air emissions. Finally, it suggests why there hasn’t been a wider adoption of
parking cash-out and how the concept could be modified to increase successful implementation.

Due to the inherent challenges (defined below) of promoting a pure form of “parking cash-out”, we
expanded the definition to “providing greater equity between employer-provided transportation
benefits for those that drive alone and for those who choose an alternative to driving alone and
forego a parking space.  Based upon our outreach to employers, cashing-out employer paid parking
faces several obstacles. One, cashing-out parking subsidies is particularly challenging when the
employer owns the parking spaces or when parking fees are bundled into office leases. Two,
employers did not rate enhancing an existing and popular benefit (i.e. parking subsidies) as a high
priority given the attention to recruiting and retaining employees in a very tight labor market.

Lastly, and most importantly, cashing-out parking subsidies raises equity and financial issues in
regards to how commuters who use an alternative to driving alone and don’t require a parking space
should be treated. Employers contacted were not willing to allow parkers to receive a free bus pass
instead of a parking space, without also electing to offer existing bus riders a similar benefit. As a
result, parking cash-out implied spending more money - to equalize transportation benefits across
modes - or reducing the benefits for those originally receiving free parking.

Geographic equity was also a concern.  Employers contacted felt compelled to offer transportation
benefits that were consistent across multiple work-sites.  Thus, if employees at a downtown location
were eligible for a free bus pass instead of a parking space, then equity concerns dictated that
employees at a suburban location be eligible for a free bus pass, even though there was no leased
parking to cash out and therefore no revenue source for free bus passes.

Extent of Parking Subsidies in Minneapolis – St. Paul

National estimates of parking subsidies suggest that over 90% of automobile commuters and over
50% of automobile commuters working in a downtown central business district receive free

                                                
1 See for example, Shoup, Donald. (1992) Cashing-out Employer-Paid Parking, Report No. FTA-CA-11-0035092-1,
Washington D.C. : U.S. Department of Transportation.
2 Shoup, Donald C. and Mary Jane Breinholt. “Employer-Paid Parking: A Nationwide Survey of Employers’ Parking
Subsidy Policies.” The Full Costs of and Benefits of Transportation. Eds. David L. Greene, Donald W. Jones, Mark A.
Delucchi. Heidelberg: Springer 1997, 371-385.



parking.3  Parking subsidies by employers in Minneapolis-St. Paul were found to be substantial,
although below national estimates. 32% of downtown Minneapolis employers and 44% of
downtown St. Paul employers provide some type of parking subsidy. Of these employers, 40% in
Minneapolis and 77% in St. Paul offer the benefit to all employees.  The remaining employers offer
free parking exclusively to executives and/or managers.  Finally, a small percentage (14 %) of these
employers also subsidize transit, but typically at about 1/3 the cost per employee as parking
subsidies.

Cash-out Case Studies – Mode Shift and Increase (%) in Bus Ridership

Employer Employees “Cash-out” program Mode shift
# & %

Increase in
bus ridership
(%)

Minneapolis
 1) Univ. of St.

Thomas
     238 $100/month commuter incentive or

$137.50 toward parking
    17 (7%)  55%

  2) IDDS        59 Free bus pass or free parking     14 (24%) NA (new to
downtown)

  3) Hennepin County 13,023 $18/month bus pass (free parking
for some)

  650 (5%)   91%*

  4) American Express    7315 $15/month bus pass (free parking
for executives)

1551 (21%)   45%

St. Paul
   5) MCG (MPR)      281 $25/month bus pass or free parking     19 (7%)  61%
   6) Dept of

Commerce
     280 $25/month toward bus pass or

$75/month toward parking costs
    12 (4%)  32%

Suburban
   7) SuperValu      685 $3/day commuter incentive or free

parking
    40 (6%)    88%

Total/Average 21,881 2303 (11%)   47%

* Most likely an exaggerated estimate of new bus riders.  New bus riders reflects the number
purchasing bus passes at the worksite, many of which may have previously purchased a bus pass
offsite.

Of the seven case studies, there was an average mode shift from driving alone to an alternative (e.g.
bus, carpool or bicycle) of 11%.   This result is very consistent with the parking cash-out case
studies in Southern California reported by Shoup, which found an average mode shift of 12%.4

Because parking subsidies in the Twin Cities were not fully cashed-out, the changes in relative
prices between modes were not as dramatic as the Southern California case studies.  Thus, the
substantial mode shift in the Twin Cities is best explained by the combination of parking cash-out
and regional transit incentive programs such as Metropass. Metropass is a deeply discounted annual

                                                
3  Shoup and Breinholt (97) report that “95% of automobile commuters in the United States park free at work.  Will
Schroeer, Apogee Research, hand-out, presentation at Humphrey Institute of Public Affairs, 8/5/97, “Even in the central
business districts of the largest cities, over half of all commuters who drive receive free parking”
4 Shoup, Donald C. “Evaluating the Effects of Cashing Out Employer-paid Parking: Eight Case Studies”, Transport
Policy, vol. 4, no. 4, October 1997, pp.201-216.



pass sold to employers. These transit incentive programs emphasize strong corporate leadership in
promoting transit benefits and provide substantial assistance in marketing transit use to employees

Emission Reduction Resulting from Parking Cash-out

Employer Mode
Shift
(# of employees)

Avoided
Travel
(miles/day)

 Ozone
Precursors

    (per day)

 Greenhouse
Gases

    (per day)

 Carbon
Monoxide
(per day)

University of St.
Thomas

17      442     4 lbs.      367 lbs.    19 lbs.

IDDS 14      364     4 lbs.      302 lbs.    15 lbs.
Hennepin County 650 16,900 169lbs. 14,027 lbs.  710 lbs.
American Express 1551 40,326 403 lbs. 33,471 lbs. 1694 lbs.
MCG 19      494     5 lbs.      410 lbs.     21 lbs.
Dept. of Commerce 12      312     3 lbs.      259 lbs.     13 lbs.
SuperValu 40    1040   10 lbs.      863 lbs.     44 lbs.

Case Studies

The following case studies depict important innovations on the parking cash out concept.

1) SuperValu: Cash-out in a suburban setting

SuperValu, a national grocery store chain with headquarters in Eden Prairie, MN, (a rapidly
growing outer suburb) recently put in place a unique financial incentive to encourage
alternatives to driving alone. The company offers employees, that forego a parking space, a
$3/day voucher that can be used at the building’s cafeteria or at the firm’s grocery stores. In
addition to the financial incentive, SuperValu provided ridematching services on-site and
assisted in designing new vanpool routes created by the local bus service provider.

SuperValu, like other suburban employers, provides free parking for employees, and there is
minimal bus service available. Several market conditions motivated SuperValu to take
leadership on commuting challenges facing suburban employers.

First, a growing workforce suggested the need for additional parking spaces.  Second,
substantially increased congestion was projected given several major road construction
projects nearby, and generally increasing travel demand.  Finally the firm hoped to persuade
the city to install a traffic signal at the entry to its headquarters and a HOV by-pass at the
entrance ramp to I-494 a major freeway serving commuters.

A win-win deal was struck in which the city agreed to install the hoped for road
infrastructure in exchange for SuperValu’s commitment to an aggressive travel demand
management (TDM) plan.

Results



The commuter incentive led to 40 employees giving up a parking space and pooling to work,
an 88% increase in non-SOV mode choices. Only 45 of the company’s 650 employees used
an alternative to driving alone prior to the incentive.

Case Study #2 - Hennepin County: Using payroll tax savings on pre-tax parking (and transit) to
subsidize transit for employees.

Hennepin County, a major Downtown Minneapolis employer, is scheduled to host the region’s
first light rail line in 2003.  The County offers employees a 40% discount on bus passes (in
addition to pre-tax purchase).  Funding for this incentive comes from the projected payroll tax
savings that accrue to the County when employees shift regular compensation to a pre-tax
transportation benefit.

With this program, Hennepin County maximizes the potential tax benefits to its’ employees
regardless of their mode of transportation.  More importantly, this program offsets the bias
toward driving alone -- and parking -- which exists in the Federal tax treatment of
transportation fringe benefits.

Results: Increase from 560 to 1241 employees purchasing bus passes. ** Talk to Mike Bayster
about random sample to get better estimate of mode shift.

3 AEFA – Even executives will cash-out parking benefits

Through participation in Metro Transit’s Metropass programs, the number of AEFA employees
commuting by bus increased from 47% of employees (2825 of 6011) in October 1998 to 68% (4989
of 7315) employees as of June 2000.

AEFA has been located in Downtown Minneapolis since the company was founded in 1894. With
substantial growth in employees outgrowing existing office space, the firm considered whether to
construct a new building in downtown Minneapolis or at a suburban location. The ability to attract
employees, at all wage levels, from throughout the Minneapolis-St. Paul Metropolitan Region was a
key factor in the company’s decision to remain downtown.

Parking cash-out by AEFA demonstrates that even executives can be enticed to ride the bus. With
bus passes available for $25/month pre-tax, 10 upper-level managers who received free parking,
elected to purchase a Metropass instead!  This represents a 3% decrease in SOV use by executives
with only a partial parking cash-out. If the full cost of parking (over $225 per month) could have
been cashed-out, one would expect an even higher mode shift.   This is doubly important because
parking subsidies are often targeted to upper management, and because of the important role
management plays in promoting the use of alternatives to driving alone by employees.

I) Conclusion



Data from the Twin Cities reinforces the effectiveness of parking cash-out as a travel demand
management strategy.  Of the seven case studies reported, there was an 11% mode shift from
driving alone to using an alternative mode. It proved very challenging, however, to motivate
employers to fully cash-out parking subsidies.

Market-based strategies hold great promise for addressing growing congestion and related
environmental impacts.5 In fact, financial incentives--including the Metropass program and a free
transfer period--were deemed the largest contributor to Metro Transit’s (the Region’s bus provider)
dramatic increase in ridership over the past year.6

A critical challenge ahead is identifying revenue sources to fund these incentives. Cashing-out
employer paid parking offers a relatively untapped source of financial incentives to support
alternatives to driving alone. However, given the challenges associated with marketing parking
cash-out on an employer-by-employer basis, and given the often narrowly defined self-interest of
employers, a strictly voluntary approach is likely to have a modest travel demand management
impact.

Further, the cash-out concept, which has proven to be effective at the employer level, should be
more broadly applied to discourage cities (or other public entities) from using parking subsidies in
their competition for development and tax base.

                                                
5 See for example, Transportation Research Board, 1994. “Curbing Gridlock: Peak period fees to relieve traffic
congestion.” Washington D.C.: National Academy of Sciences.
6 Metro Transit achieved the second highest increase in ridership of any major transit provider in the U.S in 1999.  An
article in the Minneapolis-St. Paul Star-Tribune (1/30/00) concludes that discount programs were the major cause of this
increase.


