
 

 

What is a local employer tax? 

In simple terms this is a local salary tax which is levied on employers to generate revenue for public transport. It 
can be used either to help fund new investments, or provide revenue grants to (normally state-run) transport 
operators.

In the course of this study, the only working example identified was the ‘Versement transport’ (VT), which is a 
tax levied on companies with more than 11 employees.

It was first introduced in the Paris Region (Ile-de-France) in 1973 to raise finance to modernise the public 
transport network. By the following year, it was extended to all urban regions in France with a population of 
over 300,000, and through subsequent revisions, by 1999 this had been extended to those with a population of 
over 10,000.

The VT rate is variable depending on the size of population within a transport authority’s area, with a 0.9% limit 
for those with less than 100k inhabitants. However, transport authorities with publicly owned and operated 
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Key points 

• The Versement Transport (VT) in France is an example of a local employer tax to raise funds for 
sustainable transport provision. 

• The tax is variable (often higher in cities) and provides a steady fund for direct investment in public 
transport. 

• Key challenges: 

◦ Such a tax can encounter strong employer resistance  

◦ An employer tax would be complex to administer in Scotland 

◦ Limited examples of success beyond the French case 

• France’s success can be attributed to the value placed on public transport nationally. 

• An equivalent transport tax in Scotland (which has a much stronger motoring affiliation) may see 
residents expect road improvements for car users opposed to better public transport services. 

• A major cultural shift and growth in awareness of the value public transport brings to society in 
Scotland is required before introducing such tax.



transport services can set its tax at a higher rate, up to 1.75%.  Higher rates apply in the Paris region, ranging 
between 1.50% and 2.85%. 

Why introduce a VT? 

Published research has highlighted the key attractions of the French scheme:

• Facilitates access to the workplace and well-connected public transport for all 

• Increases property values along public transport corridors, through land value uplift and improved 
transport connectivity 

• Directly invests in public transport, which allows an ensured amount of public capital to aid in continual 
public transport provisions 

• Allows variable rates in levies allow for flexibility to meet unique project and municipal needs 

What are the risks of introducing a salary tax for transport? 

The first three listed above are simply the benefits of a high-quality public transport system; the last is an 
unsubstantiated claim. In terms of perceived risks, the same authors highlight the following:

• Impacts company / corporate decisions to locate or stay within Versement Transport borders 

• Does not guarantee public acceptance, depending on area of implementation – generally more 
acceptance in areas that place high value on public transport 

• May require higher levels of government involvement to facilitate implementation 

• Possibility of tax transfer onto company employees this can be solved through preventative 
regulation) 

• Potential strong resistance from employers, especially local employers 

Researchers highlighted Portland, Oregon, where voters rejected the proposed regional transportation tax 
of up to 0.75% on the payrolls of employers with more than 25 employees. The ‘Stop the Metro Wage Tax’ 
lobby group allegedly raised more than $1m from a number of very well-known brand names.

This lobbying highlights the need for employer support, which may be difficult to attain. In some respects 
this is akin to the Workplace Parking Levy (WPL), where the same issue has been found to apply. Research 
suggests that some businesses are wary of such schemes and may initially threaten relocation, although 
such threats have been found to be not acted upon, mainly because the costs of relocating to a suboptimal 
business location by far outweigh the small proportion of revenue that any WPL, or in this case local 
transport tax, may represent.

Furthermore, based on the same evidence, employer resistance is likely to be reduced where the revenue 
raised from any such scheme is used to fund a package of measures, including improved public transport. 
For example, Nottingham’s successful introduction of a WPL funded a significant expansion of the city’s 
tram network.Government budgets are under immense pressure due to inflation, austerity policies and 
external global influences. In 2023/24 the Scottish Government set its annual health and social care budget 
at £19.2 billion, while the budget for the Net Zero, Energy and Transport portfolio was £4.6 billion. Some of 
this spend overlaps, particularly in relation to cross-government priorities such as reducing carbon 
emissions. In this context, any progress that can be made in increasing active and sustainable travel is likely 
to benefit population health, help reduce carbon emissions and provide savings for the health service.  

This would be a first for Scotland 

In Scotland, we would need to see relevant legislation that empowers a local authority to impose a tax on 
salaries. Whilst Scottish local authorities have the power to raise finance directly through transport-related 
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instruments (e.g. decriminalisation of parking or workplace parking levy), legislation to enable local authorities 
to impose a higher rate of tax on employees within their administrative districts has never existed before. This 
would be breaking entirely new ground, and would also require establishing public administrative structures and 
systems to support such an initiative.  

What is the feasibility of adopting a Scottish equivalent of VT? 

An important point to note is that the success of funding public transport via a local employers’ tax is very much 
culturally – and politically – dependent. Research on the French example highlights that, across the Channel, 
there exists a high-level perception of the value and the role played by public transport both economically and 
in the wider society. This means public transport provision and development is relatively high on the political 
agenda.  In some respects this relates back to public acceptance.

Where, however, there exists more of a focus on roads and vehicle usage (and hence less concerns with public 
transport) a major cultural and political shift is required before any such measure could be considered.

To bring this into perspective: at present, if an employers’ ‘transport’ tax were to be implemented in such areas, 
then those paying the levy would expect to see funds raised spent on development of facilities such as 
enhanced parking and major road improvements, and not invested in public transport.

Therefore, given the Scottish population’s affiliation to motoring, a viable employer’s transport tax as a 
mechanism to fund public transport would require a very special set of circumstances and / or a major cultural 
shift. 

Reflecting on a salary tax for sustainable transport 

At the time of writing, there is very little research of any kind regarding a local employer transport tax.   

Nevertheless, the fact that the French case is one of the only working examples suggests that this tax may be 
very difficult to implement. Portland, for instance, attempted to introduce a local salary tax but this was met 
with strong and co-ordinated employer resistance. Public acceptability would appear to be a major stumbling 
block. As such, the French case highlights that a significant cultural shift is needed if we are to make 
transformative progress with this kind of transport tax in Scotland.

••••• 
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