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Evaluating the effects of cashing out
employer-paid parking: Eight case
studies
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California law requires many employers to offer commuters the option to choose cash in lieu of any
parking subsidy offered. This report presents case studies of eight firms that have complied with
California’s cash-out requirement. For the 1,694 employees of the eight firms, the number of solo
drivers to work fell by 17 percent after cashing out. The number of carpoolers increased by 64
percent, the number of transit riders increased by 50 percent, and the number who walk or bike
to work increased by 39 percent. Vehicle-miles traveled for commuting to the eight firms fell by
12 percent. Carbon dioxide emissions from commuting fell by 367 kilograms per employee per
year. The eight firms’ spending for commuting subsidies rose by $2 per employee per month
because payments in lieu of parking increased slightly more than spending for parking declined.
Federal and state income tax revenues increased by $65 per employee per year because many
commuters voluntarily traded tax-exempt parking subsidies for taxable cash. Employers praised
the cash option for its simplicity and fairness, and said that it helped to recruit and retain
employees. The benefit/cost ratio of the eight cash-out programs was at least 4/1. In summary,
these eight case studies show that cashing out employer-paid parking can benefit commuters,
employers, taxpayers, and the environment. All these benefits derive from subsidizing people, not

parking. © 1997 Elsevier Science Ltd. All rights reserved

When it comes to commuters, cars, and free parking in
the United States, all percentages are in the nineties.
Ninety-one percent of all commuters drive to work (Hu
and Young, 1992). Ninety-two percent of all cars driven
to work have only one occupant (Pisarski, 1996).
Ninety-five percent of all commuters who drive to work
receive free parking (Shoup, 1995).

Nationwide, employers provide 85 million free
parking spaces for commuters (Shoup and Breinhoit,
1997). This parking subsidy is worth $36 billion a year
(Association for Commuter Transportation, 1996).

Most commuters park free even in the central
business districts (CBDs) of the largest cities. For
example, a survey of commuters to the Los Angeles
CBD found that 53 percent of motorists received
employer-paid parking (Willson and Shoup, 1990). A
survey of trans-Hudson commuters found that 54
percent of auto drivers bound for the Manhattan CBD
during the morning peak received employer-paid
parking (Port of New York and New Jersey, 1984).

Employer-paid parking is not a purely American
phenomenon. For example, a survey of automobile

commuters to central London found that 58 percent
received employer-paid parking (Department of
Transport, 1992). A survey of automobile commuters
to central Cape Town, South Africa, found that 39
percent received employer-paid parking (Cape Town
Municipality, 1997).

When employers pay for parking af work, commuters
must still pay for driving fo work. Employer-paid
parking is thus a matching grant for driving to work—
the employer pays part of the cost of commuting by
car (the parking cost) only if the commuter pays the rest
of the cost (the driving cost). Commuters who do not
drive to work cannot benefit from employer-paid
parking.

Employer-paid  parking stimulates additional
automobile commuting, but it also replaces payments
for parking that would have been made by commuters
who would have driven to work anyway. To estimate
the stimulus and replacement effects, we can examine
the evidence from previous studies of how employer-
paid parking affects commuting behavior. Shoup
(1995) summarized the results of seven studies that have
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compared either: (1) commuting behavior before and
after employer-paid parking was eliminated; or (2) the
commuting behavior of matched samples of commuters
with and without employer-paid parking. When
commuters paid for parking, they drove an average of
53 cars to work per 100 employees. When commuters
parked free, they drove an average of 72 cars per 100
employees. These studies show that, per 100
commuters, employer-paid parking replaced
commuters’ payments for parking 53 cars (the number
driven to work when commuters paid for parking), but
also stimulated a 36 percent increase in the number of
cars driven to work.

Employer-paid parking would not create a transpor-
tation problem if it merely shifted the cost of parking
from commuters to employers, without stimulating
additional solo driving. But employer-paid parking is a
matching grant—the employer pays for the parking
only if the commuter drives to work. This matching
arrangement stimulates solo driving.

Cashing out employer-paid parking

In 1992, California enacted legislation that converts
employer-paid parking from a matching grant for
driving into a block grant for commuting. The law
requires many employers who subsidize commuter
parking to offer a parking cash-out program. As
defined in the law,

‘Parking cash-out program’ means an employer-funded
program under which an employer offers to provide a cash
allowance to an employee equivalent to the parking subsidy
that the employer would otherwise pay to provide the
employee with a parking space. ... ‘Parking subsidy’ means
the difference between the out-of-pocket amount paid by
an employer on a regular basis in order to secure the
availability of an employee parking space not owned by
the employer and the price, if any, charged to an employee
for the use of that space (California Health and Safety
Code Section 43845).

Offering commuters the option to choose between free
parking or its cash value makes it clear that even free
parking has an opportunity cost, the foregone cash.
Therefore, some commuters who now drive to work
alone and park free are likely to take the cash and begin
to rideshare. (Rideshare here refers to any form of
commuting other than solo driving.)

The cash-out requirement applies to employers of 50
or more persons in regions that do not meet the state’s
clean air standards, but only for parking spaces these
employers rent from a third party. Thus, if a commuter
trades a parking space for cash, the money previously
allocated to renting a parking space directly funds the
commuter’s cash allowance. Parking spaces owned by
employers are exempt from the cash-out requirement.

California’s cash-out law does not require an
employer to subsidize ridesharing, or to adopt any
particular subsidy policy. The cash-out requirement is
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best understood as a test that an employer’s transpor-
tation subsidy policy must pass. Any employer’s policy
will pass the test if it subsidizes the alternatives to
parking (such as transit, walking, or cycling) as much
as it subsidizes parking. A policy will violate the law
only it if subsidizes parking more than the alternatives.

Many commuter subsidy policies comply with the
cash-out requirement. For example, employers can offer
commuters any of the following:

e No parking subsidy

e A parking subsidy only for carpools

e The choice between a parking subsidy or its cash
value

e The choice between a parking subsidy or more than
its cash value

e A commuting allowance that can be spent on any
form of commuting

Cashing out is likely to increase ridesharing, but the
cash-out law does not require commuters to rideshare.
The law simply requires employers to offer commuters
the option to choose cash in lieu of any parking subsidy
offered.

Research questions

Because cashing out employer-paid parking is a new
practice, there are concerns regarding its effectiveness.
Previous case studies have estimated the effects of
eliminating parking subsidies, but it is unclear whether
the findings of these studies can predict the effects of
cashing out parking subsidies. Little is known about
the existing distribution of parking subsidies among
commuters, how cashing out parking subsidies will
change this distribution, and how much cashing out will
cost employers. Because parking is expensive in central
business districts, there is the question of whether
cashing out will also be expensive in these districts.
Finally, little is known about how many parking spaces
employers rent to subsidize commuter parking, and
how many of these rented parking spaces can easily be
cashed out. These concerns suggest the following six
research questions:

(1) How will cashing out reduce vehicle trips for
commuting?

(2) How will cashing out reduce vehicle emissions from
commuting?

(3) How much will cashing out cost employers?

(4) How many parking spaces can be cashed out?

(5) How will cashing out change the distribution of
subsidies among commuters?

(6) How will cashing out affect central business
districts?

Eight case studies

To answer these six questions, this report presents case
studies of eight employers who have complied with



California’s cash-out requirement.! The employers
initially offered parking subsidies greater than the
subsidies they offered to ridesharers, and they
subsequently adopted subsidy programs that comply
with the cash-out requirement.

The eight employers are an accounting firm, a bank, a
government agency, a managed-care medical provider, a
video post-production company, and three law firms.
They range in size between 120 and 300 employees, with
a total of 1,694 employees. Two of the employers are in
downtown Los Angeles, three are in Century City (a
high-density regional center in West Los Angeles), two
are in Santa Monica, and one is in West Hollywood.
The price of parking at the worksites ranges from $36
to $165 a month.

To comply with California’s cash-out requirement, a
firm must offer commuters the option to choose a cash
payment equal to any parking subsidy offered. Of the
eight case-study firms, six voluntarily went beyond mere
compliance with the law by subsidizing one or more
alternatives to parking more than they subsidize
parking. Of these six firms, two subsidize public transit
or vanpooling more than they subsidize other
alternatives, two reduced parking subsidies while
increasing ridesharing subsidies, and one ended parking
subsidies but retained ridesharing subsidies.

The varied subsidy changes in the eight case studies
show that California’s cash-out requirement offers
flexibility to employers, and that cashing out is not one
single policy. Accordingly, the term cashing out is used
here to denote a variety of policies each of which
complies with California’s cash-out law.

The case studies examined how cashing out affects the
following:

(1) Commuter mode shares

{2) Vehicle trips to work

(3) Vehicle-miles traveled to work

(4) Vehicle emissions from work trips

(5) Gasoline consumption for work trips

(6) Employers’ spending for subsidizing commuting

Case study methodology

The eight case-study firms were identified in consul-
tation with Commuter Transportation Services, a
regional agency that assists employers at nearly 5,000
sites with rideshare programs. These eight firms are all
the employers we could find with cash-out programs
that had been in effect long enough to provide data for
evaluating the post-cash-out effects. The population is
small because California has not yet required firms to
comply with the cash-out law. This non-enforcement

'This research was conducted for the California Air Resources Board.
Shoup (1997b) reports the complete case studies, describes the case-
study methodology in detail, explains the derivation of every estimated
change that occurred after cashing out, and includes the full texts of
the interviews.
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has stemmed, in part, from uncertainty regarding the
income tax consequences of cashing out parking
subsidies. A provision of the Taxpayer Relief Act of
1997 has resolved this tax uncertainty.’

All data for the case studies were obtained from the
Trip Reduction Plans that firms are required to submit
annually to the South Coast Air Quality Management
District (SCAQMD). In preparing these plans, firms
survey employees about their method of commuting to
work during a specified week of each year. Firms report
the survey results in a consistent format and provide
detailed information about every ridesharing incentive
they offer. We also interviewed five of the firms’
transportation coordinators to obtain their personal
evaluations of cashing out parking subsidies.

In each case study the base year is the year before the
firm began to offer commuters the option to cash out
their parking subsidies. The mode shares were measured
in the base year, and in the first, second, or third year
after cashing out began, depending on the length of time
for which post-cash-out data were available. The year
after cash out (when the reductions in solo driving were
measured) was 1993 for Case 2, 1994 for Cases 1, 3, 4,
and 5, and 1995 for Cases 6, 7, and 8.

Do factors other than cashing out explain the
reductions in solo driving that occurred after cashing
out? Annual surveys of commuters in Southern
California from 1990 to 1994 found that the solo-driver
share ranged between 77 and 80 percent, with no
downward trend (Commuter Transportation Services,
1994). Five of the eight firms also discontinued other
ridesharing incentives when they began to offer the cash
option. Therefore, neither regional trends nor the effect
of other ridesharing incentives explains the reduction in
solo driving at the eight firms.

One firm that did not cash out its parking subsidies
was also examined to control for factors other than
cashing out. Case 9 is located in Santa Monica near
Cases 6 and 7. This firm is a suitable comparison case
because its parking subsidy remained $75 a month
greater than its ridesharing subsidy between 1991 and
1995. The comparison firm’s solo-driver share was
unchanged (at 83 percent) between 1991 and 1995. This
finding supports the conclusion that cashing out parking

ZAt the time of the case studies, Section 132(H(4) of the Internal
Revenue Code stated that employer-paid parking was a tax-exempt
fringe benefit only if it was “provided in addition to (and not in lieu
of) any compensation otherwise payable to the employee.” Therefore,
if an employer offered an employee cash in lieu of a parking subsidy,
the employer should also have reported the parking subsidy itself as
taxable income for the employee if the employee took the parking.
Because of the tax problem inherent in Section 123(f)(4), California
has not yet begun to enforce its parking cash-out law. In the case
studies, employers reported the cash paid in lieu of parking subsidies
as taxable income, but did not report the employees’ parking subsidies
as taxable income because they were unaware of Section 132(f)(4).
Section 1072 of the Taxpayer Relief Act of 1997 eliminated the “not in
lieu of compensation’ provision regarding parking subsidies, effective
January 1, 1998.
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Table 1 Summary of travel changes after cashing out

Solo Driver Share Vehicle Trips per Employee per Day VMT per Employee per Year
Case/Location Before After Change Before After Change Percent Before After Change Percent
Change Change
5. Downtown L.A. 75% 53% —-22% 0.79 0.60 —0.19 —24% 5,297 4,013 —1,284 —24%
8. Downtown L.A. 61% 45% —-16% 0.75 0.63 -0.12 —16% 5,281 4418 —864 —16%
1. Century City 1% 58% —13% 0.81 0.74 -0.07 —-9% 5,461 4,862 -599 —11%
4. Century City 88% 76% —12% 0.93 0.85 —0.08 —9% 6,578 6,006 —585 —9%
3. Century City 79% 67% —12% 0.85 0.78 —-0.07 —9% 6,113 5,589 -524 —9%
7. Santa Monica 83% 75% —8% 0.83 0.79 —0.04 —5% 6,294 5,960 —334 —5%
6. Santa Monica 85% 78% 7% 0.90 0.82 —-0.08 —9% 6,478 5,910 —568 —9%
2. West Hollywood 72% 70% —3% 0.76 0.72 —0.04 —5% N/A N/A N/A N/A
Weighted average 76% 63% —13% 0.82 0.73 —0.09 —11% 5,348 4,697 —652 —12%

Sources: Tables 1-2, 1-3, 14, 2-2, 2-3, 3-2, 3-3, 4-2, 4-3, 5-2, 5-3, 6-2, 6-3, 7-2, 7-3, 8-2, and 8-3 in Shoup (1997b).

subsidies, and not other factors, caused the reductions in
solo driving at the eight firms that cashed out.

Summary of travel changes after cashing out

Table 1 summarizes the travel changes that occurred
after cashing out. It shows the changes in solo-driver
share, number of vehicle round trips to work, and
vehicle-miles traveled (VMT) for commuting. The cases
are arranged according to the reduction in solo-driver
share after cashing out, in descending order. The last
row shows the weighted averages for all 1,694
employees of the eight firms.

Solo-driver share

The first panel in Table 1 shows the solo-share
reductions at the eight firms. They range from 3 to 22
percentage points, with an average reduction of 13
percentage points.

The largest reduction in solo-share occurred at Case 5
in downtown Los Angeles. This firm had previously
offered commuters either parking subsidies ranging
from $90 to $145 a month (depending on seniority), or
a transit subsidy of $15 a month. The firm then began
to offer all commuters the choice between a parking
subsidy of $100 a month, or $150 a month in cash.

The smallest solo-share reduction occurred at Case 2
in West Hollywood. This firm had previously offered
commuters either a parking subsidy of $65 a month, or
$45 a month in cash. The firm then raised the cash offer
to $65 a month, equal to the value of the parking
subsidy.

Figure 1 shows the commuter mode shares for all
1,694 employees of the eight firms before and after
cashing out. The eight firms’ mode shares before cashing
out were almost identical to the nationwide mode shares
for commuting found in the 1990 Census. Pisarski
(1996, 49) reports that, excluding those who work at
home, the mode shares for commuting in the United
States in 1990 were solo driver (75%), carpool (14%),
transit (5%), and walk plus bicycle (4%). The mode
shares for the 1,694 commuters at the eight firms before
cashing out were solo driver (76%), carpool (14%),
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transit (6%), and walk plus bicycle (3%). In terms of
their employees’ mode shares before cashing out, the
eight case-study firms were typical of the national
pattern.

After cashing out, the solo-driver share at the eight
firms fell from 76 percent to 63 percent. The carpool
share rose from 14 percent to 23 percent, the transit
share rose from 6 percent to 9 percent, and the
combined walk and bicycle share rose from 3 percent
to 4 percent.

Per 100 commuters, cashing out employer-paid
parking induced 13 solo drivers to shift to another
mode. Of the 13 former solo drivers, 9 joined carpools,
3 began to ride transit, and one began to walk or bicycle
to work. These mode shifts reduced the number of solo
drivers to work by 17 percent, increased the number of
carpoolers by 64 percent, increased the number of
transit riders by 50 percent, and increased the number
who walk or bike to work by 39 percent.

The sharp increase in carpooling is especially
noteworthy because it runs counter to the national
trend. The nationwide carpool share fell from 20
percent in 1980 to 14 percent in 1990, while the carpool
share at the eight firms rose from 14 percent before
cashing out to 23 percent after cashing out.

Commuter Mode Shares
Before and After Cashing Out

(for the 1,694 employees of the eight case-study firms)
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Figure 1 Commuter mode shares. Before and after cashing out (for
the 1694 employees of the eight case-study firms).



during the day, so this VTR calculation may also
underestimate the reduction in vehicle trips. The two
factors work in opposite directions, so the net effect is
uncertain, and probably small.

The average number of vehicle round trips to work
fell from 0.82 per employee per day before cashing out
to 0.73 per employee per day after cashing out. For the
1,694 employces of the eight firms, cashing out thus
reduced 0.09 vehicle round trips per employee per day
for commuting. This average reduction is per employee
offered the cash option (all 1,694 employees), not per
employee whose mode choice changed because of the
cash option. The VTR reductions ranged from 0.04 in
Santa Monica and West Hollywood to 0.19 in
downtown Los Angeles.

Cashing out reduced vehicle trips to work by an
average of 11 percent (0.09+-0.82), and thus reduced
the demand for parking at work by 11 percent. The
reduction in vehicle trips ranged from 5 percent in Santa
Monica and West Hollywood to 24 percent in
downtown Los Angeles.

Vehicle travel to work

The reductions in total vehicle travel after cashing out
are calculated by multiplying each firm’s reduction in
the number of vehicle trips to work by the commuters’
average round-trip distance to work. A 1991 travel
survey of commuters in the South Coast Air Basin
found that the average one-way vehicle commute
distance was 24.1 kilometers (15 miles) (Southern
California Association of Governments, 1993). Annual
surveys conducted between 1989 and 1994 found that
average one-way vehicle commute distances ranged
from 23.8 to 26.6 kilometers (14.8 to 16.5 miles)

3Similarly, vehicles left at home may be used for additional trips
during the day, although they are less likely to be driven on the most
congested routes at the most congested hours than if they were driven
to work. On the other hand, cashing out may over time lead commu-
ters to own fewer vehicles. Again, the net effect on vehicle trips is
uncertain, and probably small.

tound that circuity had almost no ettect on the VM1’
estimates.’

The third panel of Table 1 shows that, at the eight
firms, commuters drove from 538 to 2,067 fewer
kilometers (334 to 1,284 fewer miles) per employee per
year, with an average of 1,050 fewer VKT (652 fewer
VMT) per employee per year (4.2 fewer VKT or 2.6
fewer VMT per employee per work day). Again, this
reduction is per employee offered the cash option, not
per employee whose mode choice the cash option
changed.

The reductions in vehicle travel after cashing out
ranged from 5 to 24 percent, with an average of 12
percent fewer VMT per employee per year. Reducing
vehicle travel for commuting by 12 percent is equivalent

“In Case Study 1, we were able to examine all the individual responses
for both the 1992 and 1994 surveys. The average distance to work was
14-6 miles in 1992, and fell to 13-9 in 1994. This finding of a reduced
average distance to work after cashing out explains why the VMT per
employee fell by 11 percent while vehicle trips per employee fell by
only 9 percent. In the other case studies, the average distance to work
is assumed to be the same before and after cashing out, so the percent
changes in vehicle trips and VMT are the same. This finding in Case
Study 1 also explains why the average VMT per employee for all cases
fell by 12 percent while the average vehicle trips per employee fell by
only 11 percent.

SFricker estimated an average circuity factor of 1-071 for carpooling.
That is, a commuter would drive 7-1 percent farther to work if
carpooling than if solo driving. Because we have the trip distances for
each solo driver and carpooler for Case Study 1, we can estimate the
circuity factor for commuters who travel from the same zip code. The
estimated circuity factor is 1-035. Fricker estimated circuity for
carpoolers traveling to multiple work sites, so there was circuity
possible on both the home-end and work-end of the commute trip. In
contrast, the case-study data were gathered at a single work site, so
there would be no circuity on the work-end of the commute trip. If we
assume that half of the trip circuity occurs at the work end and the
other half occurs at the home end, we can divide Fricker’s circuity
factor (1-071) in half, attributing half of the circuity to the home end
and half to the work end. This leaves a circuity factor of 1-035; since
each of the case studies’ commuters all work at the same site, the
circuity factor of 1-035 is in line with the previously published data. A
circuity factor of 1035 reduces by less than 1 percent the before-after
change in VMT in the case studies, compared to no circuity in
carpooling. A low circuity factor is expected because, in forming
carpools, commuters naturally seek partners with non-circuitous trips
to work.
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