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Dear IMs Barlker
BARKER REVIEW OF LAND USE PLANNING

Mark Perqune, UK Maraging Partner of King Sturge has passed to me your latter of 24 January, The
following reply is in a persenal capacity as both a Chartered Surveyor and a2n Econornist, not as
necessarily representing King Sturge.

My background cver more than three decades is being an economist In the prapersy market. However,
much of my working life | have been in lhe properly markel working for a nationalised industry [British
Rail), a life insurance company (Provident Mutual Lifs), lecturing (Portamouth Palylechnic, Kingslon
Polylechnic and as a Visiting Professor st Univarsity of Salford and mare recenlly as a Vistling
Professor at Oxford Brockes University), es Head of Research for ning years at Healey & Baker (now
Cushman & Wakefield) and for seven years at Richard Ellis(now CBRE).

Since joining King Sturge in 2000 | have been invelved with 2 wide range of national and international
consultangy assignmants including advising HW Treasury on the Sir Michasl Lyans review to relacata
20,000 civil servants, advising the new Commission for Equality and Human Rights, advising the
MHationat Audit Office and waorking on the Undes-Sarved Retal Markets preject — a retail regeneration
praject closaly invalving the ODPM.

General 1ssues

Eefare gelting inlc the =pecific guestions set cut in your letter of 24 January, and the QOFM “Barker”
review originally set up on 9 April 2003, 1 have the following broad comments to make.

Global Economic lesues

The growlh of affluence, increasing uncertzintes in the stock markel since 2000, the collzpsa n
iterast rates in the bond market and the wall of UK anc internationa monies sesking property
investment have all creatad £ climale where vest sums of maney are inereasingly invested in domestic
and non-domestic property in the expectation of pecuniary gain. Such gaing are farpely based on
gusot valus incregzes, not necessarily underlying occupational demands,

This glebal econcmic piciure influgnces all Gavernments in the developed economies as well s
central banks! But it also has far-reaching implications for many other areas of economic and land use
planning pelicy. Unless Governments and centrai banks become more influential and are able fo
contain the THREE major imbalances (high lohg-term debt, ennual budget deficits and intermationsl
balance of paymeanls debits} which have major impact on commercial properly and bouse pricas, the
pawers of the ODPM are likely to be very limited; a far more ¢o-ordinated strategy must be developed
invokving both the QDFM and HM Treasury.
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Pubfic: Sector Financial Constraints

Over the lagt 20 years there has besn a continuing bearing down on sublic sactor axpenditurs,
Perhaps by chance, the Right Honourable Michaasl Haseltine stumbled across the ideal of selling public
housing in the 1980s. This began a wave of “privatisation” which has swept across the davelaped
economies. The econamin necessity to eontrel public expenditure and seil public asseis (re-enforced
by the targets of the Maastricht Treaty) has resulbed in local authorities coming under extreme fineancizl
pressure; they have been constrained in thair areas of economic activity,

The end result is taat today the stock of public housing is very low and very lite public finance fram
general taxation is nowsadays allocated to public housing (unlike the pre-1880s eral, As a result, local
edthoritiss’ aclions to creale social housing andfor other social objeclives have become distorted,
Public “corporate corruption™ is rife. This is not to suggest thet individuals are corrapt but there is
pressure on aublic authoritias 1o find ways of meating public needs by distorting systems,  Across
Great Britain local Governenent has frequently baen accused of allocating planning penmission on land
held by the same autherity, rather than allocating plarning permission according to defined, and far
maore objective, public land use objectives.

The Planning Structure

Since the it comprehersive Tow & Country Planning Act of 1947, the [end-use planning regime in
the UK has become increasingly distorted, pantly due to the financial pressures as set out above.
Increaszingly there is a cenflict between meeting financial and secial geals versus the need Io allgesate
land according to its most appropriats uss. Hence, land has frequently become over developed and
public infrastructure proved inadequate. Congested fransport systems have resultec.

This dilemima iz couplad with the fact that those invelved with 1and use plann’ng at local authority lavel
are often poorly quslified and vnder resourced.  This, combined with the lack of understanding
amaorgst elected members, has resulted in sore very poor and ll-ponceived planning permissions
being gramted in somea [ooations.

i see no prospects that the conflict between glabal econamic trends, financ.al oblectives and land Use
planming chiactives will be resclved in the near future; the situation seems to be getting warse, ygar-
by-year.

Sustainability

As you may know, King Slurge (and myself iy particular} have pioneered a number of reports in this
area over Lhe last yvear ar twoe {see Propetty Sustainablity Maters 2004 & 200% an aur websila).
However, the longer we are invelved witn this subject (reviewing United MNations objectives, combining
ther with European Union directives and examining their implementation a2 naticnal level) the more
we Understand the complexity and the confusian.

Cliens frequently say io me "what exactly do you mean by sustainable?. In defance | try to explain
thal e are lhree dilferenl concepls ol suslainabilily; economic, emvircomnentst and social, 1 oam
attaching herewith a copy of my article which appeared in the Estates Gazelte last June. | seems to
me Ehat we are a vary, very long way ffam having a struclured approach o "suslainable” decision-
making. James Lovelock’s latest frightening book “The Revenge of Gaia” says this far beter than |
can expair ir lhis letter.

The Majer Quastion

Ihe major question we have to ask ourselves is whether uging the land use plannng system is the
best way to solve key sacial, economic and envircgnmentsl objectives.  For instance, to provide
SUMlclent “social” or “affordable™ housing {whatever such terms mear} the land use planning system is
cormued; plarning permission may only be granted if & Section 108 Motice is desmed to meaet certain
social ochjeclive goals, regardiess of whether that parlicular land use is gppropriale.
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For instance, the density of development in some locations has riscn se high so as to make
Section10g agreements financially viakle, that, without 3 shadow of doubt, the planning system is
delivering high densily squalor which future generations wilk come o regret. This iz nat sustainable
planning.

This is not to argue that “urban sprawl” is to be araised. However, the |ack of co-ordination bebwsaen
transport and ofther Infrastructure needs, and an Increasingly dense land use development process,
posas one of the largest toreats to the future of sustainable town and city centres. From a personal
expesignce, in the town 1 live, Lherg B a proposal to incregss the density of economic activity far
beyond the capabilities of the nfrastructure to support such land uses., Pollution and envircnment
degeneraticn are inevitablz. However, the local Chamber of Commerce and the local retailers sgem
oblivious to what will geme fo pass ten years or more from now, as and when each of these major
schemes i mplermented,

The Planning Gain Supplamant

Before reviewing the 15 key questons in your letter of 24 January 200G, | have gome thoughts on the
Planning Gain Supplemeant,

You will be aware by now of the history of the Development Charge relating to the Gentral Land Board
af the Town and Country PlEnning Act 1947, the Develupment Levy and the Land Commission set up
in 1864, the advent of Devslopment Gains Tax intreducad in 1972 and the Developrment Land Tax Act
of 1976, I maxes very sober reading reviewing how much public and private time and money was
wasted producing and re-appealing such [egislation.  Not ¢enly did they “not work™ but if they had
worked, the net take {after all costs) would have made cach or any of thoso taxos the least efficient
ways te raise public finance.

A girtilar cammaert seems to be applicable to the proposed Plarming Gain Supplement. The following
key questions reed to be answered, and costs gllocated accordingly {bath actual and retional gocizl
COSEs).

WWho urdertake a property valualion and howr is it derived immediately before planning permlission Is
grented? {there may be littlg if any actual comparable markst evidenoe)

Who undertakes a valuaticn, and how is it derived, the moment affer planning permission is granted?

Both the above guestions rely upon the exportise of valugtion profession.  Whilsl they al do an
excollent job, these will be no kard market evidence to prove that such valuatiors are acourate. This is
zn enonmous flald of conflict {as well as fees for veluers and lawyers} to be overcoms to sssass these
bwo gimple concepts of value.

By cantrast, Stamp Duty Land Tax is normally easy 1o quantify, the property is sold at 2 known value,
£nd the tax is levied on that variable price.

The same cannot e said of he proposals o “valug” belorg and afler planning parmission is granted.
Who is iabla to pay tax?

As ol know, especially with uban rencwal projects, thore are frequently a large number of people
involved with @ joint venture company. Public and private land owners seek partnership struetares to
gain expertise in the market, bul alzo to off-set seme of the rigks involved. Defining the “land owner” is
extremely difficult in many planning applications.  Ta slmply say i@ s the person with the freehold tils,
or the person with the long leasehold title, is far from sufficient. The issue becomes sven more
complicatec if there are “opliors” invalver in the process.
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When is the Pianning Gain Supplement paid?

| understand that it 2 to do with the time the development commences. To defirg the word
‘womrmancement” is axtremely difficult. As you will know from history, the definition of completion has
alze been a point of contention in the past. For instance, some develppers nave celiberativaly
remgved the roof of a hullding to prove (heyond a shadow of doubt) that the building is not competa.
Sirnilar lepz| complications witl arise with the word "commencemneant”.

Perhaps you can clarify “does commencament bagin when an engineer takes soil samp ss to verify the
level of pollution o gite?,

Such an evert may take place before planning permission is granted but could be defned a8 the
eommencement af the building activities perhaps sewverel decades befora construct on starts. Imagine
the complaxity of re-developing the Rover Cars Longbridge site in Birmingham. It may take over a
decade; at what point will this mixed-use "devalopment” begin and what 15 the value al that point in
time?

If the developer 15 {0 issue & "development stast natice™ and within a “specified s2erlod” |5 1o issus &
"sall assessmen: retum™, this seems to me a field day for lawyers, both in the public and private
sectors. If the development is stopped by way of a cout injunclion, the cosls and risks become even
MQre enormous,

With out discussing the complexity of the relationship betwgen PGS and Section 108 notices, end
whethar the certral governmaent QR the lecal governmert levies the tax, if tho objoctive is to accclorato
the supaly of land for housing developrent, hiw does an increasingly complicated and costly structure
of obtaining planning permission achisve this simple abjective?

Arnnexe 1

I now address myself 1o the specilic polnts made in the Annexe 1 attached to your letter o 24 January
2003,

1 Is the paanning systemn sifficiently flexibla?

You will see from above that there are global events dictatirg the value of land. The preblam
is not with the planning systerm but is far mare to da with the use of financs o buy proparty. |t
i wall known that in certain parts of Great Britain {such as in Mational Parks whera “plannng
ties” according to our research have been z tatal failure and not =ignificantly increazed
“attordable™ houging supply] up to 40% of homes are gwned ag "secend homas” and @2 hald
ety for much of the year dopriving local inhabitents of “affordabie” housing. This is a not a
failure of the planning system, but an inability of a taxalion structure to address this
fundameantal problem,.

2 Does the curreni system strike the right balance between central direction and regional and
local directian?

Te same extent the situation wvaries regionally. The un-etected Regional Development
Aosemblies have added an additional level of complexity; the local authority as well 25 the
FDAs need to be involved. The same spplies to Highways Authority where there are
frequently conflicts between Regional and Loca. Highway Authorities and the Lard Use
Flanning System.

Town-by-town it works better or worse, depending on the politics of the local area.
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3 Sustainable development is the core principal?
Yol will see what | said ahove about the concept of sustainable development.

The essiest way to achieve envirpnmental suslainabiity (bul not necessarily eechomic or
sucial sustatnabilily) is o canlinue o lighlen up Planning and Building Regulation laws. The
use of BREEAM and Eco-Home Standards and the advert of Energy Pedonmancs Garlificales
fall inta this categary. These are a far betier way to achieve sustainzhle developmeni.

4 Learning frorn owverseas?
In many ways the UK system (vou say English — what abeut Wales, Scodand and Naortherm

Ireland?) is at the forafront of planning pelicy worldwide, VWea nead o accelerate what is good
not make iFmore caomploated,

[ |

Planning to encourage business investment?

The secrel 1o business investrerit is certainty and transparency. ‘“asf sums of iime are
wasted every year due to the lack of fransparency and the “vegariss" of e politica: decision
rraking &t a local level, Anything which cuts down the uncertainty is to e applavded.

g |5 the planning system “joined up™?

You will see my comment above relating to RDAs.  Arguably, the syatem works betler in
Scetland and Walzs than in does in England. It iz far from ¢lear how he unelscted RDAs
relate to the elected members at a2 Cauncil level,

¥ Planning applications are time consuming?

Cme ol lhe mgjor prable.ns with lerge projscts is clarifying national, regional or local ohjectives,
The classic case frequently discussed is Heathtow Termingl &, Naliongly, k could be argued
that Terminal 5 is esssntial to the sconomic presperity of London. Equally, the construction of
Canary Whar has without doubt accolerated Londo~'s ability o be the international “inangial
capital of the world".

Howeavar, at a local level both Terminal 5 and Canary Wharf {it could be argued) do nak reflect
local neads.  Clarifying the objectives of the planning system is absolutsly essential and
frequently the system of planming appeals dees not adequately reflect a clear national
strateny.

Fa Flanning Application Cosis?

Yes, planning sppications sometimes cost a vast amounl of imoney, Some sites, such as the
120 acres next to Kings Cross ralf stetion (which is a national disgrace) have wasted public
and privale menies for THREE DECADES. However, they also slow up developmenl
gonerally and thereby further enhancing asset values of standing investments, This is why
people ave to invest in property, ey simply watch it rise in value as the planning system is
unable to deliver mew schemes. Limited supply and excess demand equals riging asset
values. Thisis simple GCSE economics! But PGS is VERY unlikely to solve this issue,

2] High Ocoupational Casts?

Hioh ocoupational costs are rot a protlem of the planning syslem. |f they wera, Londen would
not be the most expensive location i the world to rent an office building and Heathrow
according to the King Sturge survey, the mest expensive industrial property location in e
warlc, Do not forget, for a typical busiress, the cost of property represents anly 5-10% of
turnowver whilat the cosat of zalaries “epresent 73-30% of tumower.
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Impact on Competition®

Legal cartainty is far more impartant than the planning system. “Cotruption™ and a lack of
trangparency, s with the current collapse of the Genman Proporty Market, are far more
important than the planning systam.

Flanning System Innovation?

Thers s very lille svidencs hal Lhe plarning systen, or own plancers arg innovalive. 16 s
normally the private market which forces new thinking on town plannets.

Bo planning authorities have skills and resources to promagte suslajinable develgpmrent?

Tha answer, as sot ou: above, is no. Thers is a desperate shortage of skills and resources in
lecal Gavernment.

Stakeholder Engagement??

This Is an Impossible guestlon to answer.  Different local greas approach it differently;
generally red taze and bureaucracy arz not in the interests of Small and Medium Enterprises
and olher slacshulders,

Calancing local with wider interesls?

V¥ith respoct to sustainable dovclopment, sce my comments above. Wo have not clarified
what wa mean by "wider comrunity”. Clarifying, simplifying and speeding up decizicn
making are the keys to economic prosperiby.

Economic development and regeneration’?

Unfortunately there 18 & myopia In the town planning process. For instance, devéelopment in
town centres is perceived as "good”; development outside town centres is perceived as “had”.

This sirmplification of the plarmicg progeas does not serve well,  Uroan regeneration, and
meeting the needs of “under served markets” a-o classic examples where the mankra that
“town centres are good”, does not fit.

Vite know the major challenges today ars the disaffected suburkan communites where drugs
and vandalism are rife. We only need to reflect on the problems in suburban Paris or
guburban Birmingham in the @st 12 months to know that hig i 8 major igsue which the
currant town and planning system is faling o address and doss not appeer o have any
obwious solutions in its armoury. I iown glenning had solved the problem of ASEOS, | wiolld
not be whting 1hls letter! Saclal "deprivetion” In some local areas is a malar problam.
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| hope this rathar 'ang, but fairly comprahersive letter, is helpful. | would be very happy to mest with
you or your team if you consider it helpful. Having worked a2 an urban econocmist for over 30 yesrs,
these are a few ideas which yau may Tind useful, and | would be happy to discuss at greater length.

Youwrs sinverely
e
“,L[-. W] H’"{ Lbffwéf@v,
I

ANGUS MOINTDSH
Partnar
King Sturge LLP

T 020 7525 BHSA {Fiacl)
F 020 7495 0589 {Dinsect)
angus. meintoshi@k ngeturge.cam

PS
You mey find the article attached useful. It was drafted in 2004 and an ediled version appeared in The
TIMESs NEWspane:

FPS

Pl B very happy Lo arrange @ focus group of key property economists to discuss your tetear, if
appropriato
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