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Abstract

Following the 1947 Town and Country Planning Act, a persistent policy of urban
containment has been pursued throughout rural areas of the United Kingdom. In
spite of growing evidence that the effects of containment are incompatible with key
aspects of public policy towards housing, agriculture and the environment, there is
little sign that government agencies are considering the possibility of a serious
policy re-think. This thesis represents the first attempt to analyse the continued
commitment to this core of the British land use planning system from the
perspective of public choice theory.

The thesis begins with an outline of the institutional focus of public choice analysis,
considering the fundamental questions of 'market failure', 'government failure' and
the theoretical case for state intervention in the market for land. Having examined
the evolving context of urban containment in the post-war period, the thesis
proceeds to apply key elements of public choice to decision-making incentives in the
planning system. The empirical analysis commences with an account of interest
group behaviour on the 'demand side' of the political system. A subsequent section
turns to the 'supply side', examining bureaucratic incentive structures and the role of
regulatory agencies in the management of land use change. A still further section
considers the role of legislative incentives on the 'supply side'. Finally, the empirical
analysis concludes with a case study of a major planning dispute.

The evidence presented suggests that a combination of institutional incentives on
both the ‘demand’ and 'supply’ sides of the 'political market' has led to the continual
growth of restrictive land use regulation at the expense of a diffuse and unorganized
mass of urban taxpayers and consumers. The thesis concludes by outlining a
possible institutional alternative based on private property rights, which might help
to avoid these undesirable elements of the British planning system.
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1 .
Property Rights, Public Choice & Land Use Planning

1.0 Introduction

The 1947 Town & Country Planning Act introduced in the United Kingdom what
remains one of the most comprehensive systems of land use planning anywhere in the
modern world. Throughout the post-war period the system has spawned a plethora of
statutory land use designations which have become a dominant feature of British
environmental policy. Green Belts, Areas of Outstanding Natural Beauty, Sites of
Special Scientific Interest and National Parks, to name but a few, all play a part in an
administrative system which regulates the pattern of land use throughout the country.

Control over property rights in land lies at the heart of the British planning system.
The 1947 Act nationalized development rights, replacing private planning
arrangements with a system of bureaucratic administration. The wholesale powers
granted under this legislation enabled policy-makers to pursue initiatives which have
fundamentally affected the character of both rural and urban environments. By far the
most significant of these has been a strategy of 'urban containment', pursued with
little deviation for almost half a century. Following prominent figures such as
Ebenezer Howard, Patrick Abercrombie and Duncan Sandys, the principles of
separating town and country, preventing 'urban sprawl' and the protection of open
countryside have lain at the very heart of planning policy (Hall et al 1973, Simmie
1993). So vigorously have these principles been enacted, that in the 1980s England &
Wales witnessed the lowest rate of rural land development since the implementation of
the 1947 Act (Cullingworth & Nadin 1994).

The adoption of containment policies within the planning system is most frequently
justified with reference to the various 'failures' of unfettered markets, but there is now
growing recognition of significant policy failures imposed by land use planning itself.
For example, it is well accepted that containment regulation in the United Kingdom
has so reduced the supply of land for development that both the price and density, in
particular of residential developments has increased significantly and that the
phenomena of over-development and traffic congestion in towns owe much to a
restrictive regulatory regime in the countryside (Hall et al 1973, Herington 1984,
1990, Evans 1988, 1991, Simmie 1993, Bramley et al 1995). In addition, the
increase in property values associated with containment has resulted in a negative
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redistribution of wealth. Wealth has been transferred to high income home owning
groups and the agricultural sector, at the expense of low income housing opportunities
in rural areas and an inner city population excluded from economic participation in the

suburban /rural fringe.

Likewise, the once sacred cow of Green Belt policy has come under attack. Analysis
suggests that if cities are not allowed to expand outwards because of a tight 'green
girdle', then development is forced out, beyond the designated zones, and ironically in
the context of the current environmental agenda, increasing the commuting distance to
work and hence the demand for more roads and long distance travel (Herington 1984,
1990, Simmie 1993).

Nor is it apparent that the planning system has succeeded in the goal of 'countryside
protection'. Many studies have demonstrated the disasterous consequences of farm
subsidies under the 1947 Agriculture Act and the Common Agricultural Policy of the
European Union, which have seen the conversion of the landscape (irrespective of
environmental designations) into an arable monoculture at the expense of the
traditional rural scene (Bowers & Cheshire 1983, Munton 1983, Lowe et al 1986).
Other studies have documented the failure of government policies targeted specifically
at landscape conservation (Pennington 1996). In short, it is far from clear whether the
benefits of the urban containment actually outweigh the costs imposed by the
regulatory regime (Evans 1988, Simmie 1993).

Given the presence of these policy failures, it is surprising that there has been no
attempt to examine the planning system from the one perspective which explicitly
seeks to explain examples of 'government failure'. Public choice theory provides a
compelling account of why people join pressure groups, how politicians respond to
electorates and how bureaucratic agencies deliver policy outputs. Following the
tradition of Buchanan & Tullock (1962), theorists in this tradition focus on
institutional incentives within representative democracy and have developed an
analytical framework to account for examples of 'government failure' and to question
the virtues of intervention by the state.

Set in this context, the following pages represent the first attempt to examine the
dynamics of urban containment policy from the perspective of public choice theory.
The central question is to what extent the costs imposed by urban containment are a

product of institutional incentives inherent in regimes of state-regulated property
rights? By exploring this question in depth, the thesis offers an opportunity to assess
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the theoretical and empirical contributions of public choice theory and to re-evaluate a
key aspect of British environmental policy.

This introductory chapter sets out a review of the public choice paradigm, beginning
with an outline of the key assumptions underlying the approach. The bulk of the
chapter sketches out the institutional focus of public choice, examining the central
questions of 'market failure' and 'government failure' and the theoretical case for state
intervention in the market for land. Given the centrality of the rational actor model in
public choice analysis, a separate section examines some of the theoretical, empirical
and methodological objections to the approach. Finally, the chapter concludes with an
outline of the thesis structure and methodology.

1.1 Individual Action and the Importance of Institutions

In recent years the public choice school has presented a detailed account of the
economic and environmental benefits to be derived from alternative institutional
arrangements. According to this school of thought, the appropriate unit of analysis in
the social sciences is the rational individual and her motivations and beliefs (Buchanan
& Tullock 1962, Elster 1985). Individuals, not large groups or societies make
decisions and they do so in such a way as to achieve their personal goals. Even where
individual action takes place in a collective setting such as an interest group or the
state, the individual actor must always be the focus of concern. As Buchanan &
Tullock (1962,p.13) put it, collective action is nothing more than, "the action of
individuals when they choose to accomplish purposes collectively rather than
individually." Institutions such as the state therefore are, "nothing more than the set of
processes, the machine, which allows such collective action to take place."

If individual agents form the core of the public choice paradigm the following set of

( assumptions gp out their behaviour provide the building blocks for a theory of

economic and political processes :

*Individuals are predominantly self-interested - they choose how to act on the basis of
achieving their personal goals.

*In pursuit of these goals agents act as ‘'maximizers’ who seek the biggest possible
benefits and the least costs in their decisions.

*Individuals have stable sets of preferences which they can compare and rank easily.
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*Individuals order their preferences transitively. The condition of rationality implies
that if an individual prefers a to b, and b to c, she will also prefer a to c.

*The chosen course of individual action will be affected by changes in the structure of
costs and benefits at 'the margin'. The marginal principle implies that ceteris paribus,
any increase in the cost of an action will decrease the likelihood of that action taking
place.

*Information is a 'cost' - the more time spent on information gathering the less will be
available for alternative courses of action. As the cost of information rises ,the more
likely it is that individuals will be less than perfectly informed about their decisions.

Building on these fars;lmptlons ‘the public choice paradigm analyses the ways in
which institutional structures 6f property rights affect the pattern of individual
incentives. In particular, what matters from this perspective is the importance of who
owns property rights and under what institutional conditions (Baden & Stroup 1979,
1983 Libecap 1989). Thus, the different incentives which individuals face under
different regimes will fundamentally affect the content of their behaviour and the
nature of the outcomes derived from the decision-making process. If efficiency entails
the co-ordination of people's actions to achieve mutually compatible goals, then
differing arrangements vary in their capacity to achieve this aim.! Ceteris paribus,
institutions which allow individuals to reap the rewards and to bear the costs of their
actions and which transmit information about these decisions, will be advantageous
from the viewpoint of the individual and society. Where institutional defects allow
costs to be passed on to others, where wealth is not dependent on the nature of
decisions made and where there is a lack of information, efficient resource allocation
is less likely to result (Buchanan & Tullock 1962, Libecap 1989, Eggertsson 1990,

North 1990).

The foregoing analysis provides the basis for an institutional account of how the
incentives which face individual decision-makers affect the pattern of economic and
environmental results. In particular, the public choice paradigm clarifies the ways in
which incentives differ between regimes of privately owned and transferable property
rights operating through the marketplace and state owned or state regulated property
operating through the institutions of representative government.

1 According to Israel Kirzner (1992), an economic process is efficient to the extent that it harmonizes
the plans of individuals in pursuit of their goals. This definition is particularly appropriate to a
‘comparative institutions' approach. It does not require that a process is 'perfect' as in many welfare
economics and equilibrium theories, but that it facilitates co-ordination in a superior way to
alternative institutional frameworks. The significance of this approach will become apparent when
comparing the ‘efficiency’ of government and market decision-making later in the chapter.
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Land use planning in the United Kingdom represents an example of state regulated
property rights and has often been justified on the grounds that market institutions
based on private property cannot be relied upon to ensure that individual actors bear
the full costs of their actions. According to this perspective examples of ‘market
failure' provide a prima facie case for government intervention. Public choice theorists
however, question this perspective arguing instead that institutional incentives within
governments may actually compound rather than ameliorate examples of market
failure. It has been one of the major achievements of public choice to provide a
theoretical framework which can be used to evaluate the relative merits of government
and market decision-making and it this framework which is necessary for any analysis
of policy such as land use planning designed to improve on the workings of the
market system.

1.2 Private Property Rights and the Merits of the Market

Adopting the rational choic@f individual utility maximization under
constraints, many public choice theorists and their colleagues in the property rights
school contend that a system of privately owned and transferable property rights
operating through the sphere of market exchange offers the most appropriate
framework for resource management. Because individuals are assumed to act
rationally and in accordance with their self interest, these authors argue that control
over property is most valuable to an individual when its ownership is outright and
easily transferable in exchange for other goods and services. Likewise, a system of
private property rights is considered to have a greater capacity to generate information
and an appropriate stucture of penalties and rewards to link individual incentives with
desireable social results (Buchanan 1975, 1986, Anderson & Leal 1991).

Private property rights are a fundamental requirement of a functioning market order,
for the simple reason that without clear rights of ownership people are unable to
engage in voluntary exchange (Furnbotn & Pejovich 1972, Baden & Stroup 1979).
So long as private property rights are clearly defined and enforced, the market system
is considered a prerequisite for successful resource management for the following
reasons;

First, markets provide an efficient mechanism for the discovery and disemmination of
information. Because the values individuals attach to resources are known only to the
individuals concerned, it is only through trade and the rejection of available
alternatives that the value of choices may be ascertained (Buchanan 1969, Coradato
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1992). By generating information in the form of prices, the market indicates the
relative scarcity of goods, the value of inputs used in producing goods and the
foregone opportunity costs of utilizing the inputs. This information is dependent on
the specialist individual knowledge of market participants, is dispersed in its very
nature and cannot be acquired by any central coordinating authority.When a clear set
of private property rights exist however, the decentralized interaction of buyers and
sellers in the market generates a spontaneous order, maximizing the subjective values
of all the individual participants through the medium of price (Hayek
1948,1982,1988).

Second, when property rights are held privately, individuals have a clear idea of what
actions they may take regarding the use of resources. Under private ownership all the
rewards and penalties resulting from resource use accrue to the individual owners.
Because the profitability of a project is determined by the price consumers are willing
to pay, private property rights ensure that individuals face the full opportunity costs of
their actions. Consumers pay directly for the resources they use, are informed by
prices of the relative value placed on resources by other individuals and have an
incentive to monitor alternative suppliers in order to make the best choice possible.
Similarly, the price system and the institution of private property allow entrepreneurs
who accurately acquire knowledge of consumer preferences to reap the rewards of
their actions. Profits reward those who display foresight and initiative, whilst losses
discipline those who divert resources away from consumer preferences (Alchian &
Demsetz 1973).

Finally, the transferability of resource rights under private ownership, provides the
opportunity for the individual to continually adjust the pattern of use to capture its
highest value. This flow of goods and services ensured by the market system is
essential for economic efficiency when relative scarcities are subject to constant
change (Kwong 1990).

1.3 Welfare Economics and the Case for Land Use Planning

The economic benefits which flow from the establishment of p’rivate property rights
are now widely appreciated.? Nonetheless, land use plannirig/ and environmental

policy in general, continue to be premised on the ‘amha@aﬂ@ﬁ.and_pﬁlati—\ \

property are responsible for resource(ﬁﬁéalidéatfo and environmental degradation.
e e e ATV TI e e BT T S et e o i e U g

2 See for example the views of the distinguished neo-Marxist Robert Heilbronner (1990).
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Drawing on neo-classical welfare economics, advocates of land use planning judge the
performance of markets by the Pareto standard (Harrison 1977) where according to
Musgrave & Musgrave (1976, p.67), "A given economic arrangement is efficient if

there can be 10 otheParrangement which will leave someone better off without
worsening the position of others." The conditions for the attainment of this standard
are perfect competition, perfect information, equalities between prices and marginal
costs and the internalization of all externalities. Judged by this standard, markets are
considered prone to institutional failure in the following ways ;

Monopoly

The problem of monopoly arises where conditions of 'perfect competition' break
down. Instead of a market consisting of numerous buyers and sellers, none of whom
have sufficient control over resources to affect the pattern of prices and outputs, an
individual firm or group of firms controls the entire market for a product and may
increase prices and reduce output to a level incompatible with the pareto standard.
Examples of industrial concentration in property development are often presented as
instances of monopoly power which must be subject to regulation by the state
(Nuffield Foundation 1986).

Externalities, Collective Goods and Public Goods

Following the tradition of A.C Pigou (1920), another oft cited cause of market failure
is the presence of externalities. An externality exists when the results of an action, be
they positive or negative, are not visited upon the decision-maker. The creation of an
attractive landscape through the adoption of traditional farming methods is a good
example of a positive externality. In this case, the farmer receives no payment for the
external benefits resulting from her action and so in the absence of government
intervention has little incentive to produce the good in quantities which accord with a
pareto optimal level. By contrast, the construction of urban developments on green-
field sites is often considered a negative externality. Consumers of new buildings and
construction companies do not take into account the loss of open spaces resulting from
their actions and in the absence of land use planning these developments are
‘overproduced’ with respect to the pareto standard.

Related to the concept of externalities are two qualities characteristic of many
environmental goods : non-excludability and nonrivalrous consumption. The former
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occurs when the producer of a good is unable to keep non payers from its
consumption, the latter, when the marginal cost to a seller of providing a good to an
additional consumer is zero.

Those goods which exhibit both non-excludability and non-rivalrous consumption are
known as collective goods and according to welfare theory will be underproduced L
unless there is a system of land use planning. Scenic views are often cited as an Avewt 1]

example - it is difficult to exclude non-payers from the benefits of a view and one St

person's consumption of the view does not detract from the consumption of others.

Public goods by contrast, exhibit nonrivalrous consumption but the exclusion of non;lf’ 7
payers is possible. From the perspective of welfare theory the operation of the free

market will result in an inefficient exclusion of potential consumers from these goods.
Thus, the owners of a country park may be able to exclude non payers from access,

even though the cost of admitting extra patrons is practically zero.

Information Asymmetry

A third instance of market failure stems from the presence of information
asymmetries. Paretian economics stipulates that for markets to allocate resources
efficiently all buyers and sellers must be perfectly informed about the consequences of
their actions. However, it is often suggested that lack of information on the part of
consumers results in a sub-optimal pattern of resource use (Harrison 1977,
Shucksmith 1990).

For example, because of the complexities of the housing market in terms of the size,
type and quality of units available, consumers may have insufficient information to
evaluate the consequences of exercising choice in different ways. In these
circumstances, producer interests with a monopoly of expert information are
structurally advantaged in the market process and may be able to charge prices which
do not fully reflect individual preferences. Thus, land use planning is required to
regulate the supply of housing in order to properly satisfy the interests of consumers.

Markets and Short-Termism
A fourth and final example of market failure is said to result from the incapacity of
market institutions to consider long-term over short-term interests. According to this

view, in the absence of government regulation, the dominance of the profit motive
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leads individuals to maximize the short term use of resources with insufficient
attention to longer term interests. For example, concerns that agricultural land will be
irrevocably lost to urban development to the detriment of future food production, stem
from a belief in the incapacity of the price system to allocate resources efficiently and
equitably between present and future generations (Shucksmith 1990).

1.4 Welfare Economics and the Nirvana Fallacy

The instances of market failure highlighted above result in a breach of the conditions
for pareto-optimality and according to welfare analysis provide adequate grounds for
the introduction of land use planning. By regulating monopolies, limiting externalities,
ensuring the provision of collective goods and so on, government regulation can bring
all the relevant costs and benefits into alignment.

How then have the public choice theorists responded to the prevailing orthodoxy ?

Drawing on important theoretical developments from the property rights school
(Coase 1960) and the works of Hayek (1988), many public choice authors and
especially those of the Virginia school, reject the standard interpretation of the pareto
principle as an appropriate benchmark to judge the performance of markets.3
According to Buchanan (1975) and other writers, welfare theorists confuse
statements about what the world would look like in the perfect equilibrium conditions

which characterise the abstract neo-classical system, with statements about how the
world should actually be. If the real world is in fact characterized by disequilibrium

then it is legitimate to argue that under pareto conditions there would be no
opportunities to improve the allocation of resources, but it is not acceptable to suggest
that public policy be formulated on the basis of such unattainable goals. It is to commit
the 'nirvana fallacy' to suggest that the alternative to markets is a government immune
from institutional failure (Demsetz 1969).

Consider first the case of monopoly. Under pareto conditions no individual firm could
attempt to set prices at a level which would yield a supernormal profit because

3 It should be noted that not all public choice theorists accept all the components of this critique. The
works referenced here are drawn from the 'Virginia school' following Buchanan & Tullock (1962) and
Buchanan (1986). The Chicago school following Stigler (1975) is somewhat closer to conventional
neo-classical analysis and though accepting much of the transactions costs analysis of institutional
failure within government as outlined pp.22-26 below, does not draw on the Hayekian critique of
central planning.
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consumers could simply choose from an unlimited supply of alternative
producers.The Austrian school following Hayek however, (1982) has long argued
that this model is devoid of behavioural content and abstracts away from the real
quality of markets which is their ability to generate information by providing
incentives for innovation in a world of imperfect knowledge.

The existence of supernormal profits, where price exceeds marginal cost is in fact the
product of entrepreneurial response to conditions of imperfect information. The
returns of entrepreneurs will be driven to normal levels by competitive profit seeking
as some earn supernormal profits which promote entry and others make losses which
cause exit. Because of the impossibility of perfect information in any real world
setting, markets will never attain a perfect equilibrium, but the signals of profit and
loss do provide informational incentives which encourage innovation and the
movement of resources in the direction of equilibrium and hence a degree of economic

co-ordination which would not be possible under a centrally planned alternative.

Judged by the standards of welfare economics virtually all markets fall short of the
perfectly competitive ideal. In real world markets however, supernormal profits are a
temporary but necessary spur to competition, innovation and the development of new
organizational forms. If governments intervene by way of regulation they may reduce
the attractiveness of new entry and thus paradoxically protect the position of
incumbents. Thus, examples of concentration should be viewed as a product of -
superior entrepreneurship by way of improving the goods and services supplied or a
reflection of underlying cost conditions. In short, it is one thing to complain about the
high price of a product due to 'monopoly power' if the alternative is more at a lower
price, but it is to commit the nirvana fallacy to talk of ‘market failure', if the alternative
means that no one has the incentive to discover or invent the product in the first place
(Littlechild 1986).

Turning to the question of externalities, information problems and the remaining
instances of market failure, land use planning is advocated on the grounds that
governments may regulate the market according to pareto criteria. From a public
choice perspective however, this approach begs the question how do we know what a
pareto optimal allocation of resources actually is (Buchanan 1969, Anderson & Leal
1991) ? Thus, if government planning is to correct for market failures due to
externality and information problems, then state officials must themselves possess the
necessary information to decide how the reallocation of resources is to occur.
However, theorists influenced by Hayek (1948), argue that it is precisely because this
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information is diffuse and cannot be acquired by a central co-ordinating authority that
any form of government economic planning is impossible (Anderson & Leal 1991).

As Hayek (1948, p.519-520) has pointed out,

"The economic problem of society is ... not merely a problem of how to allocate
'given resources’ - if 'given' is taken to mean given to a single mind which
deliberately solves the problem set by these 'data’. It is rather a problem of how to
secure the best use of resources known to any of the members of society, for ends
whose relative importance only these individuals know. Or, to put it briefly, it is a

problem of utilization of knowledge not given to anyone in its totality."

Consequently, far from interfering with the market system the institution of private
property should be extended to encompass all resources, because it is only through the
actual process of exchange in the market that the relative value of resources can be
made known. To the extent that markets 'fail’, attention should focus on the reasons
why trading of these goods does not actually occur. The major contribution in this
regard is contained in the seminal work of Ronald Coase (1960).

In a famous article, The Problem of Social Cost , Coase (1960) produced a classic
rebuttal of Pigovian welfare theory. According to Pigovians, under equilibrium
conditions markets produce negative externalities and these should be dealt with by a
system of corrective taxation/regulation. It was the contribution of Coase to note, that
if the conditions of equilibrium do indeed apply there is no need for intervention. If
property rights are assigned, either to the 'damaging agent' or the 'affected party’, the
problem of externality will be resolved through bargaining until all opportunities for
trade are exhausted. Where the damaging agent owns the property rights, then the
affected agent can compensate her not to continue the activity in question. Meanwhile,
if the affected party owns the rights the damaging agent can pay compensation for the
damage. Under equilibrium conditions all externalities will be internalised and the
overall pattern of resource allocation will be the same irrespective of who owns the
relevant property rights.

Coase's followers argue that the presence of externalities means that general
equilibrium conditions do not actually exist in the real world (Dahlman 1979 ). The
relevance of externalities and collective/public goods problems is that they indicate the
presence of obstacles to market exchange, in particular the high cost of establishing
property rights in certain resources. It is these obstacles or transactions costs which
are the principal causes of market failure.
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Transactions costs prevent individuals in the market from making voluntary
agreements with one another and prevent the effective monitoring of individual
behaviour. However, it is to commit the ‘nirvana fallacy' to suggest that the alternative
to markets is a world where governmental actors are immune from these same costs.
If the effectiveness of markets is dependent on the reward structure facing consumers
and producers, so the effectiveness of government is dependent on the ability of
citizens to monitor the politicians and bureaucrats who supply goods and services.
What is needed is a comparative institutions framework to examine the extent to which
institutional provisions in the state sector encourage or inhibit the internalization of
external costs. This represents a modified version of the pareto principle, but it implies
a fundamentally different focus to the traditional concerns of welfare economics. In
particular, it suggests an examination of the institutional arrangements which are more
likely to facilitate the flow of information and the internalization of costs. If
transactions costs and incentive structures in the political process themselves lead to
institutional failure then the case for government intervention is far from clear.

1.5. Public Choice and the Economics of Government Failure

Welfare economists have long assumed that the axioms that define the rational actor in
neo-classical theory cease to apply behind the office doors of the bureaucrat or the
politician. As Tullock (1977, p.3) puts it,

"The conventional wisdom holds that the market is made up of private citizens trying
to benefit themselves but that government is concerned with something called the
public interest.”

The Hayekian analysis of dispersed information exposes the illusive nature of the
'public interest, but it is the principal contribution of the public choice school to note,

that even if these difficulties could be overcome (which they cannot) there is no reason
to believe that political actors within the state will ever act in order to achieve the
desired goals. On the contrary, political actors are not 'economic eunuchs' concerned
to maximize social welfare, but instead are rational actors pursuing individual self
interest in the same way as market participants. The ability of governments to correct
for 'market failures' therefore, is dependent not only on the informational
requirements of central planning, but on the institutional incentives provided by the
democratic polity.
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The starting assumption of public choice theory is that state actors maximize their own

interests and not the public interest. The concept of rational self interest need not infer

the specific motivations of individual actors, whether they are focused on expected

pecuniary income, power or status, but it does suggest that individuals respond to

changes in perceived net wealth (however conceived) at the margin and do so

irrespective of other arguments in their utility functions.

When markets 'fail' this is a product of high transactions and information costs which
prevent trade in environmental resources. To the public choice theorist, there is no
reason to believe that governments will correct for these failures because the political
process is characterized by its own set of information and transactions costs which
may replace 'market failure' with 'government failure'. The 'political market' contains

institutional incentives on both the 'demand' and 'supﬁly' sides, which allow voters,

members of interest groups, bureaucrats and politicians, to affect decisions without
bearing the full cost of their actions. The principal sources of government failure are

examined below;

Rational Ignorance

In public choice theory, politicians are viewed as suppliers of legislation to the
electorate in order secure votes for re-election and the associated benefits of
government office. If the effectiveness of markets is dependent on the information
available to consumers on the 'demand' side, so the ability to monitor politicians is
dependent on the information voters possess (Aranson 1990, Buchanan 1975,

1986, Tullock 1977, 1989, 1993). Because the gathering and processing of
information is a cost, individuals will seek detailed information only to the extent that
they can influence the relevant decisions. Consumers in the marketplace, even if not
‘perfectly’ informed, have an incentive to discover information, because payment is
direct and individuals are faced with the immediate consequence of any purchasing
errors. In representative politics however, voters 'underinvest' in political information
because the costs of acquiring accurate data are extremely high, compared to the
infinitesimal influence any individual has on the outcome of an election (Downs 1957,
Tullock 1989). Why should an individual seek to examine the effects of land use
regulation when her vote is unlikely to have any direct influence on that policy and she
will have to bear the cost of taxation irrespective of her support ?
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In short, it is rational for voters to remain 'ignorant’ of the political process, a
tendency which accounts for the failure of many individuals to know even the name of
their own MP, let alone the small print of legislation.

The Bundle Purchase Effect

In modern democracies the rational ignorance effect is magnified because the state
intervenes in so many areas of economic and social life that it is virtually impossible
for voters ever to be informed across the whole policy spectrum (Mitchell 1988,
Tullock 1989). Voters do not vote on individual issues but instead are presented with
a 'take it or leave it' set of policy bundles. One cannot choose which particular land
use regulations to support, but instead must elect a representative who will speak on
every single issue. Not only is the chance of each voter affecting the result of an
election reduced to almost zero, but there is equally little opportunity to influence the
content of the political agenda.

Rent Seeking and Collective Action - Concentrated Benefits and Dispersed Costs

A third source of government failure in the public choice model, stems from the
disproportionate ability of special interest groups, or 'rent seekers' on the 'demand’
side to obtain legislative privileges from the state. This power results from institutional
constraints and incentives which favour the mobilization of concentrated interests at
the expense of the dispersed, unorganized mass.

If a group of voters wishes to express demands through the state, it must first lobby
the political authorities. As Olson (1965) has observed however, there is a substantial
‘collective action problem' in mobilizing groups and in particular large interest groups.
Political lobbying is a costly affair and for individuals to mobilize into an effective
force the per capita gains derived from collective action must be very substantial. For
most individuals however, the per capita stake in each of the multitudinous policies
'supplied’' by modern government is so discounted by the irrelevance of an individual
contribution, that the optimal strategy is to 'free-ride' on the participation of others.
Because most rational individuals will act in the same way, collective action on behalf
of large groups is unlikely to occur.

The incentive structure is rather different for smaller subsets of voters in a particular
industry or with a special interest in a narrow area of policy. Here, the personal
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benefits from successful collective action are highly concentrated on a relatively small
set of individuals and the costs of mobilization are outweighed by the greater size of
the individual stake (Buchanan & Tullock 1982, Tullock 1989).

Combined with the effect of voter ignorance, these incentives allow political markets
to be dominated by concentrated interests. This explains the tendency for policy in
representative democracies to reflect the interests of business and labour lobbies, at the
expense of consumers, taxpayers and other diffuse interests, each of whom loses only
a little from the various regulations imposed by the state. It also explains the 'capture’
of regulatory agencies by the very interests they are supposed to regulate (Kolko
1963, 1965, MacAvoy 1965, Stigler 1975, Buchanan & Tullock 1982, Poole 1985,
Bartel & Thomas 1987, Benson 1990, Robinson 1993). In turn the possibility of
achieving state privileges encourages the diversion of resources towards rent seeking
and away from productive economic activity (Tullock 1967).

Politics and Short-Termism

A fourth case of government failure results from the short term perspective of political
actors on the 'supply’ side.

Under a market system, resources are owned privately and the individual owners have
an incentive to reduce current consumption in favour of the future in order to make a
larger profit by selling to speculators when a resource is becoming more scarce. In the
'political market' however, politicians do not possess property rights in resources and
as a consequence are unable to reap a financial return from successful management
(Baden & Stroup 1979). Politicians cannot 'sell shares' in the government of a
nation's resources to future political actors. On the contrary, benefits of decisions
taken in the present may well accrue when the originating administration is long gone
and when a different party is in power. As a result, the time horizon of the politician is
unlikely to extend significantly beyond the date of the next election and policy will be
based on short-term political gain rather than long-term sustainable management
(Baden & Stroup 1979, Anderson & Leal 1991).

Political Monopoly

The tendency towards government failure on the 'supply’ side is exacerbated by the
monopoly characteristics of the political market. In most representative democracies
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power is concentrated in the hands of a small group of political parties. Unlike private
markets, competition (actual or potential) is severely limited, because elections are
held over discrete periods of time and once elected, the party/parties in power may use
the coercive monopoly of the state in order to access a deep purse which consists of
other people's money. The limited scope of competition reduces the level of
information generated by the political process and further allows politicians to disguise
the extent to which the business of government is based on the short term demands of
special interests. Instead political markets are characterized by sloganizing, political
advertising and a reliance on crude identifictaion strategies similar to advertising
campaigns in oligopolistic and particularly duopolistic industries (Robinson 1993).

Bureaucratic Monopoly

A sixth and final aspect of government failure results from the monopoly power of the
administrative bureaucracy. Bureaucrats do not hold private property rights in the
resources they control and so cannot capture the benefits or bear the costs of their
decisions (Baden & Stroup 1979). Accordingly, they do not have the same incentives
as profit-making firms or private voluntary associations to allocate resources on the
basis of economic or environmental success. Rather, the success of the bureaucrat is
dependent on increasing control over discretionary resources which are often a
function of budget size (Niskanen 1971). Consequently bureaucrats have strong
incentives to support those policies and interest groups which will expand the size of
the agency irrespective of the economic and environmental externalities which result.

Nor do politicians have sufficient incentive to keep budget appropriations down,
because the benefits of growth are concentrated on organized bureaucrats and other
special interests, with the costs in terms of higher taxes, thinly dispersed across the
voting population, minimizing electoral rewards. Under these circumstances
government services are not so much 'demanded’ as 'supplied'.

1.6 Evidence of Government Failure

The theoretical framework outlined above has proved to have considerable explanatory
power in a range of applications, with many policies and regulations often justified on
‘public interest' grounds, shown to be operated at the behest of organized interests

working in a closed relationship with various arms of the state. From this perspective,
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public choice theorists have exposed numerous cases of maladministration, regulatory
capture and bureaucratic expansionism, where the benefits of government action have
been concentrated on organized interests and bureaucrats with the costs dispersed
across an unsuspecting and unorganized mass.

Early studies of the regulatory state showed that the regulation of airlines, transport,
electric utilities, telephones and pharmaceuticals had all increased costs to consumers
and taxpayers and that the principal beneficiaries had been the bureaucratic agencies
and the regulated industries themselves (Stigler 1975). More recent public choice
work has applied this analysis to the study of land use and environmental policy.
Anderson (1983) for example, examines the performance of the Bureau of
Reclamation, the US federal agency responsible for the prevention of desertification.
This agency has used billions of dollars to subsidize water provision to organized
farmers in California and Nevada, characterized by huge projects such as the building
of the Glen Canyon and Hoover Dams. These dams have contributed to the
dewatering of natural lakes and rivers with the resultant loss of wildlife such as geese
and wild ducks. In this case, farming interests supported by an expansionist
bureaucracy, rushed to fill the information vacuum created by the rational ignorance
effect, diffusing the economic and environmental costs across an unsuspecting
populace (see also Reisner 1986).

Baden & Stroup (1983) and Deacon & Johnston (1985) meanwhile, focus attention on
the US Forest Service, the largest natural resource agency in the United States. Here,
a combination of incentives towards bureaucratic growth has produced destructive
policies. With budgets and staffing positively related to the expansion of timber
logging the Forest Service has pursued appropriations to further the development of
road building, rather than comply with its conservation objectives which are less staff
intensive. Consequently, in areas such as Yellowstone National Park and the Tongass
National Forest in Alaska, logging has expanded into marginal lands, on steeper
slopes which has produced soil erosion and river sedimentation.

As a further example of 'government failure', Anderson & Leal (1991) cite Ackerman
& Hassler's (1981) classic study of US Clean Air legislation. In an effort to reduce
Sulphur Dioxide emissions, the US Congress introduced the 1977 Clean Air Act
which required the strict application of 'best available technology' standards for new
coal-fired generating plants. In the event, SO2 reductions could have been achieved at
much lower cost, but a 'clean air - dirty coal' coalition made up of eastern coal
producers and environmentalists lobbied for the high cost technological solution. The
reasons for this were straightforward. Eastern coal producers feared that electricity
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utilities would buy increasing amounts of low-sulphur Western coal in comparison to
the high sulphur Appalachian alternative. However, requiring all new generating
plants to install high-tech sulphur scrubbers, irrespective of the sulphur content of the
coal burned, removed this competitive advantage. As a consequence, the Clean Air
Act became a mechanism for redistributing wealth from electricity consumers, who
paid higher rates, to eastern miners, who feared losing their jobs. Again, the
imperatives of special interest politics ensured an outcome with minimal benefits but a
high cost to the dispersed mass of the voting public.

These and other instances of 'government failure', lead public choice theorists to
question the ability of state institutions to correct for instances of market failure.
Critics of the market argue that problems of high transactions costs will always result
in an element of 'market failure', but from a public choice perspective the evidence of
'government failure' suggests that the transactions costs involved in the government
administration of property rights are an equal if not greater threat.

The transactions costs approach of public choice theory appears to offer a powerful
analytical framework to examine examples of 'government failure'. The central
question of this thesis is to what extent the external costs imposed by the British land
use planning system through its commitment to urban containment are a product of
institutional incentives inherent in regimes of state regulated property rights. If the
existence of policy failures can be attributed to an asymmetric distribution of costs and
benefits on both the ‘demand' and 'supply sides', through rational ignorance,
problems of collective action/ concentrated benefits and dispersed costs and
bureaucratic expansionism, then the theoretical case for land use planning in its
present institutional form must be subject to serious question.

1.7 Pathologies of Public Choice Theory ?*

Largely because of the theoretical elegance of public choice theory and its ability to
provide explanations for policy failures within the modern state, the

application of public choice analysis to the study of political institutions has become
increasingly popular within the discipline of political science. However, the

4Although entitled "Pathologies of Rational Choice Theory", most of the critiques summarized in the
recent volume by Green & Shapiro and addressed in this section, are in fact focussed against
specifically public choice models - rather than rational choice theory, which is the broader tradition
from which public choice (the political application of rational actor models) derives.
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assumptions, empirical claims and methodological devices of public choice are not
without their critics. These objections, crystallized in a recent volume by Green &
Shapiro (1995) must be examined, before proceeding to apply public choice theory to
the study of the British planning system in the subsequent chapters

The publication of "Pathologies of Rational Choice Theory," (1995) has prompted
vigorous debate within political science and at first sight appears to represent a
fundamental challenge to the public choice mode of analysis (Friedman 1995). The
basis of this critique is twofold, focusing on alleged empirical and methodological
‘pathologies’ of the rational actor model.

The first plank of Green & Shapiro's critique, questions the empirical worth of public
choice analysis. According to this perspective, the self interest/rational action
assumption has had relatively little success in explaining many of the empirical
realities which characterize the political economy and where there have been apparent
'successes’, these are largely the product of poorly specified hypotheses, which allow
public choice advocates to claim support for their theories without providing precise
statistical measures of observed phenomena which can be attributed directly to the
process of rational action. The response to Olson's (1965) theory of interest group
mobilization is instructive in this regard.

In the Logic of Collective Action, Olson (1965) argues that in the absence of selective,
personal incentives, self-seeking individuals are less likely to engage in political
activity on behalf of large interest groups, because there is always an incentive to 'free
ride' on the participation of others. The critics respond by pointing out that large scale
political mobilizations do occur on a regular basis and that the only way the public
choice theorist may account for observed behaviour is to import some aspect of
altruistic motivation into individual utility functions. Moreover, to the extent that
interest groups do mobilize because of selective incentives, public choice itself offers
no hard and fast statistical predictions of what the precise rate of mobilization will
actually be.

Writing in a similar vein, Green & Shapiro (1995) highlight the failure of pubhc

ree

choice to account for the paradox of voting. In areal world electlon it is formally

irrational for anyone to vote because each individual may have no more than an
infinitesimal chance of affecting the final result (Downs 1957). However the
experience of elections in most modern democracies shows that many millions of
people do vote and hence appear to exhibit irrational behaviour.
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Public choice accounts of bureaucratic behaviour have received equally short shrift
from the critics. Lewin (1991) for example, argues that the growth of the public sector
cannot be convincingly attributed to 'budget maximizing' bureaucrats as public choice
theory suggests. On the contrary, bureaucrats may be motivated by altruistic motives
and to the extent that they are self interested, it is not always clear that budget
maximizing behaviour will result. Again, it could be argued that public choice offers
no precise predictions of the different magnitudes of bureaucratic growth which can be
attributed directly to rational choice processes.

A further group of critics focus their attention on the reliance on the fixed preference
assumption (exogenous preferences) within some public choice models. According to
these authors, individuals do not exhibit fixed preferences, but rather preferences are
often shaped endogenously within institutions rather than given as exogenous
variables. Thus, the presence of political advertising by both interest groups and
political parties and the reliance of parties on crude identification strategies suggests
that individual preferences are in fact malleable (Plamenatz 1973, Linblom 1977,
Kuran 1991).

Green & Shapiro (1995) extend their critique, moving on from the alleged empirical
difficulties of public choice, to focus specifically on the methodological response of its
advocates when confronted with disconfirming evidence. According to this view,
public choice scholarship is characterized by a tendency towards post hoc theorizing in
which, faced with evidence which contradicts the assumptions of theory, the author
simply designs a new model to fit the existing data.

The attempt by Downs (1957) to save his account of voting is cited as the classic
example in this regard. Faced with the reality that voters do actually go to the polls and
therefore appear to act irrationally, Downs responded by arguing that rational
individuals participated in elections because of a 'desire to preserve the democratic
system.' But, the critics argue, what exactly is left of a distinctive public choice
approach if any conceivable form of motivation may be included in the cost calculus of
the individual actors? If the public choice account cannot be confined to such 'hard
edged' assumptions as the maximization of pecuniary gain then it assumes the status
of an irrefutable tautology and is devoid of all explanatory power.

Related to the methodological critique advanced by Green & Shapiro is a still further
charge directed at public choice analysis - that in its focus on the workings of
representative government and in particular examples of 'government failure', the
approach is ideologically driven with a pronounced bias towards the support of market
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mechanisms over collective forms of decision (Self 1989, Lane 1990). According to
this perspective, the preponderance of 'right wing' ideology is sufficient to disqualify
the approach in terms of legitimate social science, given the propensity of public
choice theorists to examine only that evidence which is supportive of their wider
political convictions.

The apparent empirical and methodological defects of public choice lead the critics to
the conclusion that this approach offers limited scope for explaining the complexities
of political economy and that scholars should consider the role of alternative, non-
economic or sociological approaches to the study of political institutions.

At first sight, the above critiques may appear to mount a fundamental challenge to the
foundations of public choice analysis. However, on closer reflection it should be
apparent that their focus is based on a serious misunderstanding of what public choice
attempts to achieve and a very narrow view of successful empirical contribution within
the social sciences (Chong 1995, Fiorina 1995, Ferejohn & Satz 1995, Shepsle

1995). In so doing, these critiques neglect the capacity of public choice to generate
key insights to the understanding of representative democracies.

Consider again Olson's theory of interest groups. Most public choice theorists,
including Olson, do not purport to explain all human behaviour in terms of individual
self interest, but they do contend that this assumption allows the development of
generalized predictions which may usefully account for observable realities in the
political economy. Thus, Olson's theory of groups does not predict that no large
interest groups will organize to achieve collective goods; nor does it predict that no
individual would join such a group in the absence of selective incentives. Rather,
Olson suggests that ceteris paribus, it will be more difficult to mobilize larger than
smaller groups, but the absolute level of mobilization will be determined by a host of
other factors, which may include altruistic motivations (Fiorina 1995).

Green & Shapiro object that the empirical power of the public choice approach is
minimal, given the inability of scholars to specify with quantitative precision what the
rate of mobilization will be in the absence of selective incentives and other
countervailing forces. However in so doing, they imply that no social scientific
research which does not utilize 'state of the art' statistical methods to quantify the
effect of specific variables may legitimately be considered as a useful empirical
contribution. This is a rather odd position, given the notorious difficulty within social
science of controlling for the multitudinous and often unobservable variables affecting
the nature of social outcomes, which simply cannot be controlled for without the

31



'laboratory conditions' available in the natural sciences (Caldwell 1994, Fiorina,
1995, Shepsle 1995).

Given these constraints, the empirical power of public choice lies not in the
quantitative measure of specific variables, but its ability to provide explanations for a
variety of otherwise unexplained phenomena. In this sense public choice can make
useful empirical contributions by following Hayek's (1959) advice on the appropriate
method of social science research, i.e. that it should focus on 'prediction in principle’
rather than attempt to 'predict in detail' the quantitative magnitude of social
phenomena. Thus, the self interest postulate in Olson's theory does not account for
the observed mobilization of all interest groups, nor does it have the capacity to predict
the precise level of mobilization in any given situation, but it does provide one of the
most compelling explanations for the empirical finding that the full spectrum of
economic interests and in particular consumer and taxpaying interests are not fully
represented by organized groups.

Likewise, the Downsian analysis of voting has failed to provide a complete
explanation of why it is that individuals vote, but the insight that each individual has
only an infinitesimal influence on the final result, provides a convincing account of the
empirical fact that the vast majority of voters in modern democracies are largely
'ignorant’ of the political process. Similarly, public choice accounts of bureaucratic
behaviour, though not able to generate quantitative estimates of the magnitude of
public sector growth which can be attributed to '‘budget maximizing' behaviour and
bureaucratic inefficiency, do offer a powerful explanation of the tendency for
government agencies to expand and, in the absence of competitive forces, to produce
outputs more expensively than private sector alternatives (Savas 1987, Wolf 1988).

Green & Shapiro dismiss this line of reasoning with the contention that in so far as
public choice has made any empirical contributions the results are trivial and in many
cases a statement of the obvious. Thus, the public choice 'insight' that voters are
ignorant of politics is simply a restatement of fact already well established in the
broader political science tradition. However, as Chong (1995, p.41) responds, even
when deductions from a particular model reproduce what is already known, this need
not lessen the empirical power of a theory. In the particular instance of public choice,
the theory is valuable in specifying a causal mechanism behind various unexplained
phenomena, the exploration of which can yield valuable insights to a range of
circumstances. Thus, the theory of rational ignorance, dismissed as trivial by Green &
Shapiro, posits a specific cause of voter ignorance not offered by any alternative
account - i.e., the inordinate cost of acquiring accurate and detailed political
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information. This theory has in turn yielded insights on the areas of policy where
voters are likely to be better informed. In particular, the tendency for greater
awareness of policies which transfer resources directly in the form of subsidies, than
those which do so through the indirect mechanism of regulation, the latter being a far
less visible form of wealth transfer (Tullock 1989, 1993).

It is the ability of public choice to specify the causal mechanisms which lie behind
social phenomena which distinguishes it so clearly from alternative theoretical
standpoints within social science. Structural/functionalist and sociological accounts for
example, focus on the contribution of social institutions to the maintenance of society
or people's attachment to social norms and practices and as a result offer at times
vague and unspecified causal explanations.5 Thus, neo-Marxist and Corporatist
theories of the state posit that state actors undertake policy actions in order to maintain
the legitimacy of the economic system and in so doing fail to provide any account of
why individuals within the state should support particular economic and social
arrangements. Similarly, sociological accounts of state decision-making attribute the
behaviour of key actors to the influence of social norms and professional values
without fully specifying why individuals might adopt these particular norms. By
contrast, public choice focuses specifically on the intentions of individuals who
choose among alternative courses of action depending on the relative set of rewards
offered by each. In the case of theories of the state, the particular economic and social
rewards available to bureaucrats and politicians from the support of organized
interests.

Turning to the question of the fixed preference assumption in public choice theory, the
adoption of the public choice approach need not ignore the possibility that individual
preferences are in certain circumstances malleable. Thus, recent theoretical and
empirical work on party competition has stressed the ability of politicians to use the
enormous powers provided by the modern state in an attempt to shape or mould the
preferences of the electorate (Dunleavy & Ward 1981, Dunleavy 1991). The
possibility of such behaviour may be of particular importance from a public choice
perspective, given the tendency towards rational ignorance on behalf of the electorate
and its reliance on information provided by pressure groups, bureaucrats and
politicians themselves. In these circumstances, it is possible to accept that individuals
within the electorate might be actively persuaded to support particular policies, whilst
maintaining a basic public choice framework which focuses on the attempts by

SThese approaches have recently been applied to the study of the British land use planning system and
are considered at greater length in terms of the policy context to urban containment discussed in
chapter 2.
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politicians to secure re-election, of interest groups to engage in rent-seeking and the
overall structure of incentives which discriminate against dispersed interests in the
political game (Kuran 1991).

With respect to the critique of post-hoc theorizing, Green & Shapiro are right to
criticize 'bolt-on' reformulations of rational actor models, but only in so far as these
reduce the approach to a vacuous set of tautologies, devoid of any problem solving
power. This was clearly the case when Downs argued that voters go to the polls in
order to do their share in preserving the democratic system. In so doing, Downs
violated the central assumption of public choice analysis, that individuals choose
among alternative courses of action according to the relative advantage to themselves
and thus removed any problem solving potential which might be attributed to the
rational actor approach (Chong 1995 p.45). However, as Chong (1995) proceeds, the
fact that Downs engaged in post hoc theorizing in a tautological way, does not
discredit the entire enterprise of post hoc theory modification as such. On the contrary,
post hoc modification in the light of disconfirming evidence is an essential part of the
research process and so long as it avoids tautological explanations, by definition
increases the empirical power of theory.

It remains the case that there will often be conjecture within public choice theory
concerning which motivations should be included in the category of individual self
interest. To what extent should this refer purely to the maximization of power, status
or wealth - the so called 'thick’ rational account, or should the concept encompass
broader motivations such as religious or ideological convictions - the 'thin' rational
account ? (see Green & Shapiro 1995). The closer the definition of self interested
behaviour accords with the full range of possible human motivations, the lesser will
be the potential for problem solving. However, so long as the assumptions are laid out
clearly, it remains a matter of empirical enquiry, which particular assumptions
augment the problem solving power of public choice theory from those which
diminish it to an unfalsifiable tautology.

Turning finally to the charge of ideological bias in public choice analysis, it remains to
be seen how any form of theory construction in social science can take place in a
political vacuum in the way these critics appear to suggest. Are not alternative
perspectives imbued with ideological predispositions ? As Fiorina (1995) argues, all
social scientists have perspectives and commitments which inevitably show up in their
work. What prevents these biases from downgrading the value of social science is the
possibility of theoretical and empirical challenges to a given interpretation from other
practitioners in the field. So long as scholars can challenge a contribution by offering
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conflicting evidence and argument, then ideological manipulation can be avoided by
way of informed debate. It may well be the case that many public choice theorists
(though not all - see for example Dunleavy 1991 ) are motivated by an ideological bias
against the intervention of the state and towards the exposure of 'government
failures', but it is open for any other social scientist to challenge these interpretations
with conflicting evidence and for the relative merits of the rival ideological
interpretations to be judged on the basis of all the available evidence.

The adoption of the public choice paradigm to the study of political processes seems
certain to generate continued controversy. Ultimately however, the contribution of any
theory or research paradigm must be assessed by its ability to generate insights into
observable social phenomena and it is in this sense that public choice continues to
prove its worthiness as a method of analysis. The contribution of the public choice
school to the analysis of 'government failures' reviewed in this chapter, provides a
persuasive account of the different social outcomes we observe when individuals act
within a market system framed by secure property rights, from their action within the
confines of representative politics. It is this framework which is necessary for any
examination of policy designed to improve on the workings of the market system and
it is for this reason that the public choice approach is adopted for the duration of this
thesis and its examination of urban containment policy within the British planning
system.

1.8 Thesis Structure and Methodology

This introductory chapter has sought to review the theoretical perspective offered by
the public choice paradigm to the analysis of 'government failures'. The following six
chapters attempt to apply key aspects of this paradigm to understand the dynamics of
policy failure within the British planning system.

Chapter 2 examines the evolving policy context of the planning system, focusing on
the economic and environmental consequences of containment policy as a possible
example of government failure. The chapter reviews existing accounts which have
sought to explain the operation of the system and outlines more specifically how
public choice with its unique focus on institutional incentives on the 'demand’ and
'supply’ sides of the political process can provide new insights to the operation of the
British planning system.
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The subsequent four chapters constitute the empirical core of the thesis in their
application of public choice models to urban containment policy. Each chapter sets out
in depth a public choice account of decision-making incentives which is then used as a

refractive lens through which to view the available evidence.

Chapter 3 focuses on the 'demand side' of the political process, drawing attention to
the importance of collective action problems and rational ignorance in the mobilization
of interest groups and in particular the problems of mobilization facing the 'losers' in
the planning system. Chapter 4 turns to the 'supply side', presenting a public choice
account of bureaucratic behaviour, distinguishing the peculiar institutional form of
planning bureaucracies in an attempt to explain the growth of containment oriented
regulation. Chapter 5 examines the role of legislators on the 'supply-side’,
considering the potential sensitivity of politicians to the electoral and patronage power
of special interest groups with a stake in urban containment. Chapter 6 presents a case
study of a major planning dispute which appears to differ in key respects to the overall
account of decision-making in earlier chapters. The case study was chosen specifically
to see how far the public choice approach can be reconciled with some apparently
disconfirming evidence. Finally, chapter 7 provides a summary of the key research
findings and sets out a possible institutional alternative to the planning system.

The data presented in chapters 3-6 was derived from a variety of sources. Chapters 3
and 4 rely in part on a series of semi-structured interviews conducted with leading
members of interest groups and senior civil servants which are listed in the Appendix.
Unless otherwise stated, the statistical material in these chapters was computed from
interest group/ agency annual reports, the Annual Abstract of Statistics and the
Monthly Digest of Statistics. The material in chapter 5 was extracted from the House
of Commons Parliamentary Directories and the FT Profile Media Database. Chapter 6
draws on a further set of semi-structured interviews conducted with interest group
representatives, bureaucrats and politicians in Chester and statistical material computed
from the Chartered Institute for Public Finance and Accounting (CIPFA), Planning
and Development Statistics.

Some of the empirical material in chapters 3 to 6 is quantitative in nature and some
simple tests of significance are used where appropriate. In general however, a precise
statistical approach which attempts to quantify the magnitude of specific variables in
the rational actor model is avoided. As was noted above, this is due to the inherent
difficulty within social science of attempting to quantify effects which can be attributed
directly to particular categories of rational action in the absence of ceteris paribus
conditions. Instead, the thesis seeks to tightly integrate the available evidence into a
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public choice framework and thus its empirical contribution should be judged not by
the precise measurement of specific effects, but by its ability to provide coherent
explanations for the existence of policy failure within the British planning system.

37



2.
Urban Containment & British Land Use Planning

2.0 Introduction

The introductory chapter outlined the contribution of the public choice paradigm to
the analysis of 'government failures'. This chapter proceeds to examine the specific
policy context of urban containment within the British planning system - a possible
example of government failure.

The purpose of the chapter is threefold. First, by sketching out the evolving context
against which urban containment has been pursued, it emphasizes the remarkable
resilience of this policy in the wake of the substantial political and economic
changes which have characterized the post-war period. Second, in noting the
external effects generated by urban containment and the various contradictions
within the planning system, it highlights the importance of avoiding the 'nirvana
fallacy' when considering the case for government intervention in the market for
land. Third, in reviewing the contribution of existing perspectives, it sets out more
clearly how a public choice approach can augment understanding of land use
planning with its distinctive account of transactions costs and institutional incentives
within representative democracy.

2.1 Urban Containment : The Evolving Policy Context

In 1973, Hall et al completed the first comprehensive analysis of the British
planning system, the title of which - "The Containment of Urban England" , reveals
the very essence of post-war land use regulation. First proposed in the Barlow
Report (1940), a key priority of planning controls in the post-war era has been an
attempt to restrict the outward growth of urban areas. The principal mechanism for
the achievement of this objective has been the designation of special areas in which
planning permissions involving new urban developments are unlikely to be allowed.
Probably the most famous of these is the Green Belt, originally recommended to
local planning authorities by Duncan Sandys in the Ministry of Housing and Local
Government Circular 42/1955.

Throughout the post-war period the emphasis on containment has been justified, at
least in part, in terms of the ‘'market failure' arguments discussed in chapter 1

(Klosterman 1985,Thornley 1991). According to this perspective, externality and

38



collective goods problems associated with the land market, mean that 'countryside
goods' will be 'under produced' if competitive market forces are allowed a free reign.
Thus, initial arguments for land use planning as advanced in the Barlow Report and
its subsidiary Scott (1942) on Rural Land Use, suggested that restrictive land use
controls were an essential mechanism to avoid the loss of open landscapes and
fertile agricultural land. The protection of the countryside and the avoidance of
negative externalities associated with urban growth has thus long been considered an
essential task for the land use planning system (Shucksmith 1990).

At present, approximately 1.64 million hectares (ha) of England & Wales or 11% of
the total land area is devoted to urban land uses. (Cullingworth & Nadin 1994).

The major impact of planning regulations has been a reduction in the rate at which
land transfers from rural to urban uses. Some of this reduction is attributable to the
effects of population stabilization and economic slowdown, but the planning system
would appear to have had a very significant impact, given that the demand for
housing in rural and suburban locations has risen continually in recent years (Evans
1988, 1991, Bramley et al 1995).

The policy of urban containment is probably the most long standing and highly
developed aspect of environmental policy in the United Kingdom (McCormick
1991), but the specific nature of its implementation has varied according to the
changing political and economic context over the years. Simmie (1993)
distinguishes between three broad phases ; 1947-68, a period of economic growth in
which the implementation of the first post-war planning policies came to fruition;
1969-78, a period of recession and reform to the planning system within the context
of changes to the organization of local government ; and 1979 -1990, the decade of
‘Thatcherism'. To these must now be added a fourth phase, 1991 to the present, a
period which has witnessed the growth of environmental planning.

1947-68

The implementation of post-war planning legislation under the Labour
administration of Clement Attlee, saw a massive transfer of property rights from
private individuals to the state. Under the provisions of the 1947 legislation private
ownership of land was maintained, but urban development rights transferred to local
authority planning departments and the Ministry of Housing and Local Government
(since 1970 the Department of the Environment - DoE). Thereafter, anyone wanting
to develop his/her property had to apply to the local authority for planning
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permission which would be approved or rejected according to a local development
plan. Under this new system only agricultural related developments were exempt
from statutory planning controls. The magnitude of this change is captured
eloquently by two leading planning lawyers;

"It is impossible to exaggerate the importance of July 1st 1947 from the viewpoint
of the local planning authority, the landowner , or the building developer, for the
1947 Act conferred some of the most drastic and far reaching provisions ever
enacted affecting the ownership of land and the liberty of the owner to develop and
use his own land. Indeed, after 1947 ownership of land carries with it nothing more
than the right to go on using it for existing purposes.” (Grant & Heap 1991, p.18).

The instigation of such fundamental change owed much to the growing faith in
socialist, rational planning at the time. The inter-war years in particular had
witnessed substantial economic changes which created a broad consensus
throughout the major political parties in favour of increasing intervention by the
state (Hall 1975, Ambrose 1986, Thornley 1991, Cherry 1996). With respect to
urban containment, several trends were cited in justification of the new planning
system. These included, a massive suburban housing boom in the inter-war period,
which saw the construction of 2.7 million new homes between 1930 and 1940; the
rapid loss of agricultural land, running at approximately 30 000 ha per year ;
growing problems of urban congestion, especially in South East England and around
Greater London; and increasing economic disparities between an expanding
Midlands and South East and declining areas of the old industrial North (Hall 1975).

These problems were seen as two sides of the same coin and imbued with the ideas
of rationalist planning, post-war politicians pursued the goal of urban containment in
the name of reducing pressure on the countryside and in particular agricultural land;
and by restricting development opportunities in the more prosperous regions sought
to shift economic activity to the depressed areas (Hall 1975). Within this context a
substantial role was envisaged for the state in the actual process of development and
on a number of occasions in the 1950s and early 1960s, public sector developments
and especially house building represented the majority of new construction projects.
Urban developments were to be provided in the form of self-contained New Towns,
built by the public sector and surrounded by green belts to enable a controlled and
contained dispersal of the population out of the older urban areas (Hall 1975, Cherry
1996).
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As Simmie (1993) has argued, the instigation of these initial policies received
political support from a range of different interests. These included the newly
emerging planning professions - the Town and Country Planning Association
(TCPA) and the Royal Town Planning Institute (RTPI), which sought to prevent the
coalescence of urban areas as part of a strategy of rationalist planning to control the
land use system as a whole (Simmie 1993, Cherry 1996). The agricultural sector and
in particular the National Farmers Union (NFU), which sought an expansion of
domestic food producing capacity and the protection of farmland from the threat of
urbanization (Newby 1980, Herington 1984, Shucksmith 1990). And, the
environmental interest represented by groups such as the Council for the Protection
of Rural England (CPRE) consisting of existing rural dwellers who sought to protect
the countryside from the perceived threat of urban sprawl (Herington 1984, Simmie
1993).

1969-78

The introduction of the post-war planning system took place against a background of
continuing economic growth and political consensus, but the years 1969-78 were to
witness substantial changes, especially with respect to the economic context
(Simmie 1993).

A prolonged period of economic recession, exacerbated by the 'Oil Crisis' in the
early 1970s appeared to expose a fundamental conflict of interest within the system.
Thus, the desire to protect the countryside from urban encroachment ran against the
trend for economic activity, in the wake of technological restructuring, to move out
from the inner urban locations in search of suburban or rural sites. These trends
were especially significant given the reduced role of the state in the development
process, characterized by the abandonment of the New Towns project in response to
the growing financial crisis of the public sector. The continuation of strict
containment policies against this background ran the risk of stifling the only sectors
which appeared to show any potential for prolonged economic growth (Simmie
1993).

In turn, these conflicts were exacerbated by changes in the institutional structure of
the planning system itself, as part of local government reform. The 1968 Town &
Country Planning Act had already replaced the 1947 local development plan system
with a new framework dividing responsibility between Structure (at the county
level) and Local plans (at the district level). Within this context, subsequent
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legislation (1971 Town & Country Planning Act) introduced a system of public
participation in the plan making process following the recommendations of the
Skeffington Report (1969). This Act extended the right of members of the public to
make objections to the policies laid out in plans and for the first time to be consulted
during the actual process of plan preparation. According to Elson (1986), the
adoption of this approach reflected a political response to the growing power of anti-
development groups in rural and suburban areas, which increasingly sought to use
the planning system as an exclusionary device to preserve the character of their
lifestyles. Thus, at the time when economic processes were indicating a shift of
activity into new locations, the institutional form of the planning system increasingly
appeared to reflect the power of interests which sought to resist these very trends
(Hall 1975, Simmie 1993, Cherry 1996).

1979-1990

In response to the economic difficulties of the 1970s, the general election in May
1979 saw the election of Margaret Thatcher's Conservative administration which
was to herald the 'decade of Thatcherism'. Whereas previous administrations be they
Conservative or Labour, had offered broad support for the political principles
underlying land use planning, the Thatcher government was the one post-war
administration openly to challenge the scope of the town & country planing system.
In line with its ideology of minimizing state intervention and freeing up the
operation of market forces to stimulate greater economic activity, the Conservative
government attempted to adopt a number of reforms to the planning system aimed at
reducing regulatory red-tape and to create a more flexible regime which would
respond more quickly to the changing economic circumstances.

A number of authors have suggested that these reforms amounted to a dismantling of
the post-war planning framework in a crude attempt to further the scope of market
forces (Ambrose 1986, Thornley 1991), but as Healey et al (1989) have suggested,
there is an unfortunate tendency for many commentators to confuse the rhetoric of
the Thatcher administration with the actual implementation of policy on the ground
(see also Marsden et al 1993). Thus, the Conservative government did reduce the
scope of traditional land use planning in inner city areas with the adoption of
Simplified Planning Zones (SPZ's) and Urban Development Corporations (UDC's),
which effectively bypassed local planning authorities in favour of selected business
interests. However, a cursory glance at the rest of the system shows the remarkable
extent to which planning was left untouched and indeed by the late 1980s, in terms
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of countryside planning appeared to have actually expanded.

In the first years of the Thatcher administration attention focused on a series of
policy circulars issued by the Department of the Environment (DoE). These circulars
- 9/80, 16/84 and 14/85 advised local planning authorities to pay greater heed to the
concerns of developers and especially groups such as the House Builders Federation
(HBF), and to presume in favour of development proposals unless serious planning
objections could be raised. Facilitating the expansion of private house building was
considered a major aspect of Conservative policy given the intention to substantially
reduce the scope of public sector provision in this field (Rydin 1986). Together with
a revised draft policy on Green Belts issued in 1983, which suggested that green belt
boundaries be drawn back, these proposals appeared to point towards the relaxation
of the more stringent urban containment policies and were interpreted as an attempt
by central government to curtail the regulatory powers of local authorities (Thornley
1991). Although the advice put forward in circulars had never represented a
compulsory element to be reflected in the policies of local planning authorities, they
were significant in so far as authorities which rejected central government planning
guidelines had always been more likely to have their decisions overturned should
developers turn to the DoE appeals procedure (now performed by the Planning
Inspectorate) - (Rydin 1986).

In practice however, the introduction of the DoE circulars had little effect in terms of
how the planning system actually operated on the ground. The proposal to relax
Green Belt policy was dropped almost immediately following protests from groups
such as the Council for the Protection of Rural England and the National Farmers
Union and the number of planning appeals from developers which were accepted by
the DoE increased by only 4% following the issue of the circulars - this at a time
when local authorities were expanding the coverage of environmental designations
at an unprecedented rate, the coverage of statutory green belts alone doubling from
1.5 million ha in 1979 to over 3 million ha by 1987 (Ehrman 1988).

The introduction of the so called ALURE (Alternative Land Use and the Rural
Economy) proposals in 1987 represented a second ineffectual attempt to relax the
controls over urban developments in the countryside. Faced with the growing
financial crisis of the European Common Agricultural Policy (CAP), the government
proposed that farming should cease to have the first claim to land use in the
countryside and that alternative uses, such as leisure and housing developments be
given greater weight. At the same time a number of private sector house building
consortia proposed the development of 'new settlements' in green belts and other
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designated zones, typified by the plans from Consortium Developments to build
4800 new houses intruding onto a Site of Special Scientific Interest (SSSI) at Foxley
Wood in North East Hampshire (Ehrman 1990, Shucksmith 1990).

As with the proposals in the first half of the Thatcher decade however, these
schemes were to have little by way of impact on the system as a whole. Thus, the
ALURE proposals introduced by the then Secretary of State for the Environment,
Nicholas Ridley, were watered down within two months of publication, with all
references to increased house building effectively removed and of over 200 schemes
for new settlements proposed by 1989, a mere 7 were eventually granted with
planning permission (Ehrman 1990, Pennington 1996). The final announcement to
refuse permission for the Foxley Wood development, made by the subsequent
Secretary of State, Chris Patten, brought to an end any attempt by the Conservative
government to challenge the adherence to containment policies. Indeed, the 1980s as
a whole saw the lowest rate of rural land development since the implementation of
the 1947 Act. Between 1980 and 1990, 5000 ha (or 0.03%) of the land area)
transferred out of agricultural production and into urban uses, a third of the figure in
the 1950s and 1960s and a mere fifth of the rate witnessed in the inter-war period
(Cullingworth & Nadin 1994).

1991-1997

The abandonment of Conservative attempts to liberalize the planning system in the
late 1980s, was to herald the arrival of an apparently strengthened commitment to
urban containment in the 1990s. Speeded by the growth of concern over
environmental degradation, both within and outside the United Kingdom, the
passage of legislation in the early years of the decade marked an expansion of the
regulatory regime and a pronounced tightening of existing restrictions. The Planning
and Compensation Act (1991) for example, makes an explicit commitment to
countryside protection, and has been hailed by a Council for the Protection of Rural
England (CPRE) spokesperson as, "one of the most important pieces of
environmental legislation in the last twenty years," (Burton 1991, p.70).

In addition to the existing argument for containment on the grounds of countryside
protection, the new legislation and a raft of policy guidance's (now known as
Planning Policy Guidance Notes - PPG's) issued by the DoE, suggest a need to
integrate land use policies with a wider environmental strategy aimed at the
achievement of 'sustainable development'. In response to the international
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environmental agenda set by the 'Earth Summit ' in Rio de Janeiro (1992 ), a new
argument has been advanced which suggests that the land use planning system
should be utilized as a strategic device to minimize the use of non-renewable
resources which would otherwise be overexploited in the context of a market
economy (DoE PPG12). The planning system should, through a strategy of urban
containment, discourage the use of 'non-renewable' green field sites and concentrate
new developments on 'recycled' brown-field sites in existing urban centres. In so
doing, it is argued that land use planning can contribute to a reorientation of the
urban system, moving it away from an emphasis on low density suburban
developments, heavily reliant on road transport and in particular the private car,
towards a more high density, compacted form of development serviced by public
transport. By reducing transport distances, it is suggested that planning can help to
reduce the emmittance of pollutants and 'green house' gases such as Carbon Dioxide
(DoE PPG2, PPG6, PPG12 & PPG13).

The most recent manifestation of this restrictive policy stance can be seen in the
DoE response to the latest projections on the demand for housing land, in which the
then Secretary of State for the Environment, John Gummer MP, set a target that
65% of new dwellings should be built on land within the boundaries of existing
towns and cities, rather than on greenfield sites (DoE 1996).

Table 2.1 Land Use Designations in the United Kingdom

AGLQ Area of Great Landscape Quality
AGLV Area of Great Landscape Value
AONB Area of Outstanding Natural Beauty
ASI Area of Scientific Interest

ASSI Area of Special Scientific Interest
ESA Environmentally Sensitive Area
CPZ Coastal Protection Zone

GB Green Belt

HC Heritage Coast

LCA Local Conservation Area

LNR Local Nature Reserve

NNR National Nature Reserve

NP National Park

NSA National Scenic Area

RS Ramsar Site

SSSI Site of Special Scientific Interest
SCA Special Conservation Area

SPA Special Protection Area

Source : Pennington (1996, p.58).
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Figure 2.1 Statutory Land Use Designations in England and Wales
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Table 2.2 Major Designations in England &Wales as a Percentage of L.and Area

Designation Area/millions ha. % of Land Area
Green Belt 2.18 14.5

AONB 2.25 15.0

National Park 1.35 9.0

SSSI 1.05 7.0

Total 6.83 45.5

England &Wales 15.03 100.0

Source : Computed from Cullingworth & Nadin (1994, Ch. 5 & 8).

Together with the already substantial catalogue of special designations, documented
in Table 2.1,Table 2.2 and Figure 2.1, the British land use planning system would
now appear to be present a bigger obstacle to urban developments in the countryside
than at any point since 1947.

2.2 The Consequences of Containment

The above discussion of the evolving policy context reveals the extent to which the
commitment to urban containment has remained at the very heart of the planning
system throughout the post-war period. From the early years following the 1947 Act,
through to the present day, the restriction of urban development has been the clearest
manifestation of land use regulation in the United Kingdom. It is quite remarkable
that the Thatcher government, supposedly committed to a policy of 'deregulation’,
actually presided over the biggest increase in the area of statutory designated land in
the history of the system (Ehrman 1990).

However, whilst government support for urban containment appears to have been
maintained for a period of fifty years, it is far from clear that the balance of benefits
derived from this policy actually outweigh the costs imposed on consumers of both
urban and rural environments. In particular, it appears that containment has
produced various 'negative externalities' of its own, in terms of the effect on the
price and density of new developments, the impact on transport patterns and the

47



effect of alternative land uses on the environment. In turn, these external effects
have given rise to a series of contradictions which beset contemporary land use
policy. The sources of these contradictions are examined below.

Containment & House Prices

Economic theory teaches that given a constant demand, restrictions in the supply of
a commodity will increase the price of that commodity. Rising prices, will in turn
act to choke of demand to ensure that the quantity demanded equals the quantity
supplied. Environmental designations and other restrictions under the land use
planning system effectively remove substantial areas of the countryside from the
urban land market and so one would expect to witness an upward effect on the price
of land for housing and other urban developments as a result of planning controls.

Empirical evidence in support of the view that containment policies increase prices
has been provided by Evans (1988, 1991) who examines data from the Department
of the Environment's index of housing land prices between 1965 and 1985.
According to this analysis, housing land prices increased by over 1000% during this
period, compared to only a 400% increase in general prices (Evans 1988, p.17-22).
This data confirms the earlier work of Hall et al (1973), which suggested that the
proportion of land costs in the price of new housing units increased from between
4% and 8% in 1960 to between 18% and 38% a decade later (Hall et al 1973, p.399-
400) - by the late 1980s the figure was well over 40% (Ehrman 1988, p.17). In short,
it appears that the market for land responded to the increasing relative scarcity
brought about by containment policies in precisely the way the economist would
predict. As a consequence, the principal beneficiaries of land use planning have been
existing owners of property who have seen a continual appreciation of their assets at
the expense of increased housing opportunities in rural and suburban areas. Thus,
wealth has been redistributed in favour of a relatively wealthy section of the
population at the expense of a relatively poorer set of consumers (Simmie 1993).

As Veljanowski (1988) observes, one would expect at the very least that planning
restrictions would lead to relative shortages of land and as a result higher prices - but
this position has not been exempt from theoretical challenge. On the contrary, it is
often argued that since the supply of undeveloped land is fixed, its value is
determined by the demand for land, which in turn is derived from the economic
value of its uses - and not the availability of land itself (Neuberger & Nicol 1975,
Ball 1983, Grigson 1986) ). This line of reasoning derives from the application of
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Ricardian rent theory which states, "Corn is not high because a rent is paid, but a
rent is paid because corn is high." Thus, in the specific case of housing land, prices
are determined by the supply and price of the existing housing stock and not the
availability of land itself.

As Evans (1988) proceeds however, the theoretical challenge to the contention that
planning controls increase prices is based on a misapplication of the Ricardian
analysis. In particular, the land use planning system restricts the supply of all
developed land and it is this restriction which must contribute to increased house

prices at least in the long run. In the short run, the supply of housing is likely to be
relatively inelastic because it takes time for housebuilders to assemble land and to
increase production in response to a price rise; and as Goodchild & Munton (1985)
note, the extent to which landowners bring forward development land may be
constrained by a range of non-pecuniary personal motivations, including
attachments to a particular plot. In the long run however, the supply of land for
development is elastic, because land can be transferred from less valued uses such as
agriculture to more valued uses such as housing. It is this process that the land use
planning system restricts and thus contributes to increased prices. As Evans (1988)
argues, accepting the Ricardian analysis that the price of housing land is determined
by the supply and price of housing does not alter the fact that the existing supply of
housing is affected by the supply of housing land. " Both land prices and house
prices are determined simultaneously by demand and by supply. Restricting the
supply of land, i.e. through planning controls, will raise the price of both, " (Evans
1987, p.3).

Empirical support for the Evans thesis is provided by comparing the difference
between the price of land for housing and the price of land for the next most valued
use - usually agriculture - ie. the opportunity cost of housing land. Table 2.3 displays
the results of the most recent research which compares land prices for agriculture
and housing in four case study areas. The effect appears to be most marked in South
East England where restrictions are often most severe, but even in the North of
England planning controls have constrained supply to such an extent that the price of
land for housing far exceeds its agricultural value. The difference in the two prices is
maintained by restricting the transfer of land from one market to the other, which is
precisely the intention of urban containment.

Further support for this position has been marshalled by Simmie (1993) in a

comparative analysis of land use regulation in California (USA) and the United
Kingdom. Taking the experience of California and using secondary sources, Simmie
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Table 2.3 Housing Land and Agricultural Land Prices in Four Case Study Areas

Housing Agriculture  Agricultural as a%
£perha £ perha of Housing
Reigate
1975 75 000 1620 2.2
1990 972 000 4940 0.5
Wokingham
1975 67 000 1980 3.0
1990 1 070 000 6 790 0.6
Beverley
1975 19 000 1750 9.2
1990 480 000 4 940 1.0
Barnsley
1975 27 000 1450 54
1990 210 000 6 180 29

Source : Gerald Eve and Cambridge Department of Land Economy (1992, p.26).

examines the impact of containment policies by first looking at the pattern of house
prices before growth management policies were introduced; second comparing these
with the pattern of prices after regulation increased; and finally comparing this
experience with the still more stringent containment regime operating in the United
Kingdom. The studies summarized by Simmie conclude that housing land prices in
California increased substantially after the introduction of land use controls, but that
in turn these increases were not of the order often experienced in the UK and
especially in South East England.

It is not only via the designation of environmental sites that land use planning may
have contributed to increases in the price of housing. Additional research suggests
that the system barely responds to increases in market demand by increasing the
number of planning permissions approved (Bramley et al 1995). The length of time
taken to evaluate planning applications and the complex procedures involved in the
drafting of local development plans all impose substantial cost and time delays on
developers, which reduce their ability to respond to increases in demand. In recent
times these delays have become particularly severe following the 1991 Planning &
Compensation Act, which as Cullingworth & Nadin (1994, p.59) note, increased the
length of the public inquiry procedure, where it is not uncommon for developers to
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pay out over £500,000 in consultancy and legal fees, from about 7 weeks in 1988 to
22 weeks in 1992. Research suggests that it can take as long as four years for
developers to proceed from the plan consultation stage to the commencement of new
building (Simmie 1993). As the supply side response of developers to market
demand is constrained by land use regulation, so the relative scarcity of housing
stock increases and prices rise.

The evidence on prices supports the view that the restrictions imposed on urban
development are responsible for higher housing costs. What does remain a matter of
contention however, is the magnitude of the price increases which can be attributed
to containment oriented policies. Cheshire & Sheppard (1989) use econometric
techniques to compare the relatively more relaxed planning regime in Darlington,
Durham with the more restrictive policies in Reading, Berkshire to examine the
impact of restrictive controls. The results of their analysis suggested that housing
costs in central Reading would be 12% lower in the town centre and 4% lower in the
suburbs if the more relaxed policies were adopted (p.469-485 - see also Cheshire &
Sheppard 1997). In a further study however, Bramley et al (1995) suggest in their
econometric model that a relaxation of Green Belt designations would result in only
a 2% reduction in housing costs across South East England (Bramley et al 1995, Ch.
7). According to this analysis, if planning controls were relaxed substantially, the
fall in housing costs would not be that significant because consumers would respond
to lower prices by consuming more land which would in turn force up the cost of
housing units.

Cheshire & Sheppard (1989) and Evans (1988, 1991) accept that 'density effects '
may be in operation and that the effect of containment policies may be not so much
on the numbers of housing units and the price per unit (those these may be
significant depending on which econometric analysis one is to believe), but more on
the type, size and density of the units which are developed. It is this 'density effect'
which appears to represent the second major externality associated with urban
containment in Britain.

Containment, Dwelling Densities and Town Cramming

If there remains debate concerning the extent to which land use restrictions have
forced up the price of housing, there is little doubt that containment policies have
been responsible for a substantial increase in the density at which people live.

Economists such as Evans (1988, 1991) argue that when planning restricts the
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supply of land for housing, it inevitably tends to raise densities as developers cram
more units onto ever smaller plots and that this obliges households to consume less
space than they would otherwise prefer - the 'Rabbit Hutches on Postage Stamps'
syndrome (Evans 1991). Moreover, as opportunities for new building on greenfield
sites are restricted, developers respond to the shortage by seeking out any remaining
open land within existing urban areas. The resultant 'infilling' of urban open space
and the loss of garden space in suburban estates, increases the density of urban
development above the level which accords with consumer preferences and adds to
urban congestion (Simmie 1993).

There is now a substantial body of evidence which supports the above interpretation.
Recent research by Gerald Eve and Cambridge Department of Land Economy
(1992) compares the density of new detached housing in four case study areas over
the forty year period from 1950 to 1990. The empirical results, presented in Table
2.4 indicate a significant increase in densities over the period of study.

A second manifestation of this effect has been examined by Cheshire & Sheppard
(1989), Evans (1988, 1991) and Bramley et al (1995), all of whom note the
increasing trend towards low space consuming developments such as flats and
maisonettes and away from more spacious dwellings such as detached houses and
bungalows. According to Evans (1988) between 1969 and 1985 the proportion of
newly constructed buildings mortgaged with building societies which were
bungalows, fell from 25% of the total to only 11 %, whereas the proportion which
were flats, maisonettes or terraced houses increased from less than 10% to over 25%
(p-20-22). This shift has occurred because of the increase in the relative price of
housing land and not because the size of households is becoming smaller and hence
requiring smaller units of housing. If the latter had been the dominant reason for the
shift in dwelling types, one would have expected the price of the smaller units to
have increased faster than the larger units, when in fact the evidence points to the
opposite effect.

Bramley et al (1995) concur with this analysis by observing the different proportions
of dwelling types in different regions of the country. In South East England, where
land prices are highest and containment controls tend to be the toughest, the
proportion of flats and maisonettes is substantially higher than in areas of lesser
demand and relatively more liberal policies, in particular parts of the West Midlands.
Thus, flats formed nearly a third of new output in Berkshire, compared to only 3% in
Staffordshire.
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Table 2.4 Density of Detached Housing in Four Case Study Areas

Density per hectare

1950s 1960s 1970s Early Late
1980s 1980s
Reigate 20.14 9.75 18.16 23.86 29.92
Wokingham 16.72 15.65 25.55 23.11 21.77
Beverley na 14.38 22.09 na 27.38
Barnsley na 39.44 27.11 40.94 na

Source : Gerald Eve & Cambridge Department of Land Economy (1992, p.31).

In further work Bramley et al (1995) offer additional support for this thesis with an
econometric analysis of planning restraints and dwelling densities from which they
conclude that there is a positive relationship between the degree of planning restraint
and the density of new development - the more restrictive is the planning policy, the
higher is the density of new housing construction (Bramley et al 1995, Ch.8).

Evans (1988) adds and interesting twist to the density thesis in suggesting that
falling architectural standards in general, can also be attributed to the effect of
restrictive planning controls. According to this view, given the restricted supply of
land the profitability of obtaining planning permission for a developer is far higher
than the profits to be made from the design of attractive buildings. Or, as
Veljanowski (1988) puts it, given the absolute shortage of development land due to
planning the value of a house, or any building per se is exceptionally high, but the
marginal profitability of that house or building being well designed is low. Since
property has been made an artificially scarce commodity more or less any kind of
building can be put up and sold.

Containment and Transport Patterns

In addition to the price and density effects, it is now increasingly apparent that
policies of strict containment have been responsible, at least in part, for a shift in the
nature of transport and commuting patterns. Although much of the growth in
demand for long distance commuting may be attributed to the effects of a subsidized
road system and in particular the absence of pricing mechanisms for road use (Hibbs
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1992, ASI 1988), analysis has confirmed that Green Belts and equivalent controls
exacerbate these trends (Downs 1992, DoE 1993).

The major effect of planning controls in the UK has been the physical containment
of urban areas, but this has not prevented the functional decentralization of cities and
of the population itself (Simmie 1993). On the contrary, throughout the entire post-
war period there has been an important shift in the pattern of residential location,
away from the major conurbations towards the smaller ‘commuter' towns outside the
traditional metropolitan areas. In turn, as people have left the older cities they have
been accommodated in high density suburban estates or in rural villages. This
outward flow of resident populations has not however been matched by a concurrent
shift in the pattern of employment. Employment levels in the inner cities have fallen,
but not to the same extent as population levels. The result has been an increase in the
proportion of employment opportunities taken by commuters, often living a
substantial distance away from their place of work. These distances have been
increased by green belts and other designations which restrict development on the
rural/urban fringe and hence shift development pressure further out, which in turn
increases the demand for long distance commuting and hence more roads (Herington
1984, 1990, DoE 1993, Simmie 1993).

As Simmie (1993) observes, the trend towards increased commuting has been
particularly marked around the free-standing cities beyond the green belts. In these
areas, population has remained fairly stable, but there has been a significant increase
in the level of employment opportunities. The new jobs have been taken by
individuals living outside the areas concerned, usually in neighbouring towns or
rural villages. Environmental designations have contributed to an increase in
commuting distances, because they prevent families from living in homes within
close proximity of their chosen place of work. Instead, people must commute
between towns or between towns and rural villages and as a consequence there has
been an increase in the demand for road links between these areas (Simmie 1993,
DoE 1993).

Containment : Environmental or Agricultural Protection ?
A fourth external effect which may be attributed to the planning system, concerns
the impact on the countryside of the 1and uses which have been favoured in the

pursuit of urban containment and especially the privileges granted to the agricultural
sector.
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Although it is often thought that planning controls and site designations are
primarily an act of environmental policy, in practice the environmental focus of
land use planning has been confined purely to the preoccupation with urban
containment to the neglect of what actually happens in the countryside itself (Evans
1991, 1996, Pennington 1996). Existing uses of land in rural areas and agriculture in
particular, have been exempted from the controls governing alternative forms of
development. Thus, planning permissions for farm buildings, fences and hedgerow
grubbing are often not required. In reality, the town planning legislation has been
inextricably linked to the regime of subsidised farming also introduced in 1947 (via
the Agriculture Act) and since 1973, the Common Agricultural Policy (CAP) of the
European Union. The designation of green belts, and other controls on rural land
development has prevented the spread of urban developments into the countryside,
but the countryside has not been conserved for environmental purposes, but rather
for the expansion of subsidised farming which has in turn had a devastating impact
on the rural landscape.

The environmental impact of agricultural support policy is now well documented
(Bowers & Cheshire 1983, Munton 1983, Lowe et al 1986) and can be summarized
as follows; with farm subsidies positively related to the level of production, land
prices have risen as the possession of agricultural land has become in effect a license
to receive subsidies. In turn, higher land prices have raised the real cost of land
above that of labour and heavily subsidised capital inputs, thus encouraging farmers
to intensify the use of land which has usually meant the removal of hedgerows, the
adoption of 'prairie farming' techniques and the widespread use of chemical
fertilizers and pesticides. As a result, agricultural production has increasingly
extended onto marginal lands, otherwise unsuitable for farming with a concurrent
loss of habitats, including an 80% reduction in chalk downland, a 60% reduction in
heathland, and a 50% reduction in meadowland (Lowe et al 1986 p.65-68).

By designating sites which effectively forbid the development of non-agricultural
uses, the planning system has for half a century reinforced the privileged position of
subsidised farming and it can be argued, has prevented the transfer of land to more
highly valued and in many cases less environmentally damaging uses (Evans 1996,
Pennington 1996). Low density housing or leisure developments for example,
interspersed with woodland are compatible with maintaining habitat and species
diversity. Moreover, even if the rate of rural to urban conversion had continued at
the pre-planning level of 30, 000 ha per annum, which is highly unlikely, the
proportion of the land area which is urban would still be under 20% and a case can
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be made that the loss of habitat due to the extra 8 or 9% of urbanization would not
have been as great as the +50% losses due to agricultural support (Pennington 1996,
p.22, Evans 1996).

In the immediate post-war period, policy-makers justified the introduction of
subsidies on the grounds of avoiding food shortages, but in the intervening years
transfer payments have been expanded to such an extent, in particular under the
CAP, that there is now massive overproduction and a surplus of agricultural land
which could be as high as 12 million acres (Shucksmith 1990). By restricting the
development of non-farm businesses in the countryside, the planning system has
added substantially to the burden of taxation by maintaining the dependence of
farmers on subsidies and the continual expansion of the CAP budget - £3.2 billion
in 1996. On the one hand farmers are subsidised to produce food for a market which
does not exist, whilst on the other, the relative shortage of building land drives up
house prices and dwelling densities still further.

Containment as Government Failure

The foregoing analysis has sought to summarize the principal consequences of urban
containment and in so doing has highlighted the external effects generated by a key
aspect of the British land use planning system. In particular, planning has
contributed to an increase in the relative cost of housing and therefore a transfer of
wealth from consumers to property owners, has increased dwelling densities and
urban congestion, has lengthened commuting distances and has provided a context
for the protection of subsidized, environmentally damaging farming practices.

The presence of these externalities does not prove that they outweigh the potential
benefits of planning - principally the maintenance of open countryside. Nor has any
attempt been made here, to measure the costs and benefits associated with
containment, as might be required by an adherent of cost/benefit analysis. On the
contrary, from the perspective of Virginia public choice theory attempts to assign
precise monetary values to non-traded goods are essentially arbitrary. The relative
values which individuals attach to environmental goods are known only to the
individuals themselves and it is only through the actual exchange of goods in a
genuine market where property rights are assigned that the relative value of goods
can be made known.!

IThe fundamental difficulty with cost/ benefit analysis is the assumption that money is a unit of
measurement when in fact it is a medium of exchange. When an individual exchanges money for a
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What the existence of possible external effects associated with land use planning
does suggest, however, is the need to avoid the 'nirvana fallacy’ when considering
the merits of government intervention in the market for land. Consequently,
attention should focus on the general structure of incentives provided by the
institutions through which land use planning policies are carried out. Individual
action always takes place in an institutional setting which affects the ability of
rational actors to achieve their desired goals and the compatibility of these goals
with those of other individuals. If institutional incentives associated with land use
planning allow costs to be passed on to others and if there is a lack of information,
then it is possible to challenge the merits of the policies produced by such a system
on the grounds of institutional failure.

Within this context, the importance of avoiding 'nirvana solutions' appears all the
more pertinent given the changes within the British planning system towards a still
stronger emphasis on containment, which evidence suggests runs contrary to stated
policy intentions. In particular, all major political parties and the planning profession
continue to profess a desire to increase the affordability of housing, when
commitment to containment implies an increase in the relative cost of land and
hence higher prices for both private and public sector housing developments.
Second, politicians and planners claim to seek an improvement in the quality of
urban environments, when the desire to provide the majority of new housing in
existing urban areas points to a further increase in dwelling densities, a reduction in
urban open space and increased congestion. Third, policy suggests that containment
should encourage a more compact form of development to reduce commuting
distances, when all the available evidence suggests that green belts and equivalent
controls actually increase the tendency toward long distance commuting. Finally,
politicians claim to support a reduction in the burden of agricultural support when
containment restricts alternative business development and thus seems more likely
to increase the burden of taxation.

good or service, she does so because she values the good concerned more than the money - it is not
possible however, to say how much more, because the opportunity cost is subjective. Because money
is a medium of exchange rather than a precise measure of value, attempts to measure the value of
goods which are are not actually traded are of little if any use (Formaini 1991).
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2.3 Perspectives on Containment

The above contradictions suggest that political actors may be motivated by concerns
other than the correction of 'market failures'. As discussed in chapter 1, it is the
analysis of these motives and their likely impact on the nature of the policy process
that has been the major concern of public choice theory. Public choice focuses on
the institutional incentives within representative democracies which lead to instances
of 'government failure' and as a consequence questions the virtue of intervention by
the state. The presence of policy contradictions within the planning system has
however, already stimulated contributions from a number of alternative perspectives
which have attempted to explain the pattern of decision-making. The theoretical and
empirical contributions offered by these perspectives must be assessed before setting
out the more specific contribution of a public choice approach. Four perspectives are
of particular relevance in this regard; Structural Political Economy, Pluralist
Political Economy, Elite Theory and Weberian Sociology.

Structural Political Economy

Since the 1970s, structural political economy perspectives have been of growing
significance in the study of the planning system. These schools of thought draw on
aspects of neo-Marxism and Corporatism in their analysis of the modern state. In its
Marxist variant, following the seminal contributions of Harvey (1973, 1985) and
Castells (1977), Ball (1983) and other theorists in this tradition, explain policy
contradictions within the planning system in terms of the desire of the state to
maintain social stability in the face of the fundamental class divisions between the
proletariat and the bourgeoisie. In its Corporatist variant (Dunleavy 1981, Cawson
1986), the focus is on the power of sectoral economic interests representing
agriculture, construction or finance. Either way, from a structural political economy
perspective, corporate business interests are considered to be the dominant force in
the political system and the evolution of policy will reflect the structural advantage
of these interests within the economy.

Within this context, the state intervenes in the urban development process through
the instrument of the planning system to create the environmental conditions
necessary to maintain the legitimacy of the capitalist order. Policies such as urban
containment are construed as an attempt by the state to preserve environmental
amenities and other aspects of 'collective consumption' from development pressure.
According to this view, these interventions are necessary to ensure a balance
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between the provision of new housing and other developments and the preservation
of amenities which is commensurate with continued political stability. Ultimately
however, the autonomy of the state will always be limited by the structural context
of the capitalist economy which requires that government's do not pursue policies
which run against the fundamental desire of business to make profits (Ambrose
1986).

Following Harvey (1973, 1977), Short et al (1986) posit an 'internal-contradiction’
central to the process of state intervention, which in turn contributes to continued
political instability and conflict. Thus, on the one hand the state must intervene in
the market to maintain social legitimacy, but on the other it is duty bound to act in
the economic interests of the capitalist class (Marxism) or particular sectors of
private business, such as house builders (Corporatism). In the case of urban
containment, the economic interests of business lie in the growth of owner-occupied
housing and in particular suburban residential development - in order to stimulate
the demand for housing and household goods, as a way of encouraging consumption
and boosting profit rates. However, if the state is to facilitate suburbanization, which
requires a relaxation of regulatory controls on the building industry, this will in turn
run against the need to maintain social legitimacy as the ‘collective consumption' of
amenity is threatened (Ambrose 1986, Short et al 1986).

Short et al (1986) apply this frame of reference to understand the periodic conflicts
between central and local government over the appropriate degree of planning
restraint, which typified the 1980s. According to this perspective, the publication of
various policy circulars issued by central government, for example DoE 9/80 and
15/84, which urged local authorities to adopt a more liberal attitude to development,
represented a response by the national state to the imperative of capital
accumulation. In turn, the attempt by the local state to resist these pressures was a
reflection of the legitimating function, in response to social protest at the prospect of
urban developments in the countryside. As such, Short et al (1986) adopt a version
of what Saunders (1981) has termed the 'dual state' thesis, which posits a distiction
between corporatist forms of decision making at the level of the central state and
more pluralistic processes operating at the local level.

Within the structuralist tradition, it is accepted that occasions may occur when the
political system makes concessions to non-business interests, but in general it is
considered more likely that the demands of the corporate sector will result in a
fragile commitment to urban containment and the frequent relaxation of regulations
which restrict the activities of large capitalist corporations (Ball 1983, Ambrose
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1986). The only exception to this line of argument is reflected in the work of Rydin
(1986), which suggests that the interests of large private sector developers are
actually commensurate with the maintenance of containment regulation, because
restrictions on development artificially inflate the value of corporate land banks.

Pluralist Political Economy

Whereas the structuralist analysis is based on the conception of dominance by one
set of interests over another, pluralist political economy views policy making as an
inherently more open process with competition between different groups ensuring a
more balanced outcome. According to pluralist theory, politics is a bargaining
process between autonomous, often competing groups and a fragmented state, where
competition provides an inbuilt set of checks and balances which prevents any one
set of interests becoming too powerful (Truman 1951, Latham 1952, Dahl 1961).

Applying this approach to the planning system, the apparent contradictions within
land use policy are not contradictions at all, but reflect an attempt by the state to
balance the demands of a range of differing groups including agricultural interests,
house building interests, and conservationists (Healey 1990) . The effects which
flow from the resultant policies may be contradictory and inefficient from a purely
economic point of view, but from a pluralist perspective these 'inefficiencies' are
acceptable so long as they are arrived at through the normal operation of the
democratic process (Bramley et al 1995).

Pluralist political economy does not deny the existence of inequalities of access to
the political process, but contends that these inequalities are merely a reflection of
the underlying pattern of social preferences as represented by the relative strengths
of organized groups. Within this context, many pluralists see the state itself as
neutral, essentially acting as a referee between competing groups (Latham 1952,
Healey 1990), but others consider government agencies to act as pressure groups
themselves, choosing which interests to support on the basis of their own
preferences (Dahl 1961). However, given that the political system is viewed as
inherently open and competitive, government agencies will themselves rise and fall
according to the overall balance of power within society. Thus, from a pluralist
perspective urban containment represents the outcome of a competitive political
system in which there are no structural advantages, favouring one set of interests
over another.
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Elite Theory

A third theoretical perspective on containment and land use planning - elite theory -
developed out of a critique of pluralism originally put forward by authors such as
Schattschneider (1960),and Bachrach & Baratz (1962 & 1970). Theorists in this
tradition put considerably more emphasis on the importance of inequalities between
interest groups and in particular differential access to resources.

Unlike pluralists, who see the political process as essentially open to all groups in
society, elite theorists stress the ability of powerful interests to manipulate the
political system in particular with respect to the flow of information. As a result of
this manipulation, elites can succeed in thwarting the ability of weaker groups to
mobilize their interests. Thus, these theorists conceive of political power in a two-
dimensional way, where power includes not only the ability to influence the political
process overtly by way of particular decisions, but also the ability to influence 'non-
decision-making' by subverting or squashing at their earliest stages efforts to get
latent interests mobilized. Unlike Marxism however, elite theorists do not consider
political power to be monopolized by the members of one particular class, but rather
allow for an element of competition between different elite groups which
periodically seize control of the state.

In the case of land use planning, conflicts over urban containment policy might be
viewed as a reflection of competition between different elite groups and in particular
house builders and agriculturalists for control of the regulatory state. House building
interests seek a weakened commitment to containment in order to increase profits
through the speculative release of rural land, whilst farmers wish to continue to
protect the privileged position of the agricultural sector. In turn, both of these groups
are able to minimize opposition to their interests by actively suppressing attempts by
the losers from land use planning (such as tenants in the rented sector) to mobilize in
the political system.

Weberian Sociology

The fourth perspective on containment derives from the Weberian school of
sociology, fundamental to which are the concepts of class and status. For Weber
(1968) class was an analytical category in which individuals were grouped together
on the basis of their common economic situation in relation to commodity and
labour markets. Unlike Marxist analysis, Weberian sociology does not define class
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in relation to the means of production, but instead according to an individuals'
chance of procuring goods and services, gaining a position in life and achieving
personal satisfaction. Thus, Weberians locate the analysis of class in the sphere of
distribution rather than production relations, in the market, rather than the mode of
production (Shucksmith 1990).

Given the unequal access to resources which result from the processes of the market
economy, classes may mobilize in the political process on the basis of these
inequalities, which may in turn be reflected in the subsequent policies. However,
whilst class organization is an important factor in political mobilization, Weberians
stress that there is no automatic reason why individuals should establish
organizations on this basis. Instead, other forms of organization may play a role in
politics and in particular those formed on the basis of 'status'. Status groups consist
of individuals mobilized according to their special styles of life and consumption,
patterns which may, or may not be class related.

With respect to urban containment, Weberians have typically focused on the role of
housing classes or housing status groups and the role of professional 'gatekeepers'
such as land use planners in the decision-making process (Pahl 1965, 1979).
Housing class analyses suggest that containment policies reflect the interests of
higher class groups and in particular the owners of rural/ suburban property who
seek to use the planning system to restrict the supply of housing and therefore to
inflate the value of their assets - the principal losers in this process being the lower
class groups in the rented sector who experience a greater difficulty in achieving
access to housing as a result (Shucksmith 1990). Housing status analyses also
empbhasize the interests of rural residents in restricting development, but with the
focus on common lifestyle characteristics - living in the countryside - rather than the
ownership of rural property per se (Shucksmith 1990).

Additional Weberian perspectives and some versions of elite theory have focused on
the importance of urban managers or gatekeepers within the state and in particular
planners and local councillors. According to this view 'gatekeepers' play a pivotal
role in the allocation of urban resources and may use their privileged position within
the state to pursue their own professional values (Reade 1987). Within this tradition
there is some dispute over the actual degree of autonomy which planners and other
gatekeepers are held to possess. The original contribution of Pahl (1975) suggested
that gatekeepers exercised considerable discretion in terms of gaining access to
resources and their subsequent allocation. A large number of empirical studies
devoted to analysing the role and effects of various urban managers, especially in the
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field of housing, appeared to confirm that gatekeepers could indeed exert a major
influence over distributional outcomes (Niner 1975, Gray 1976, Karn 1976).
Subsequent work however, including that of Pahl (1978) himself, suggested that in
its initial formulation the gatekeeper thesis underemphasized the extent to which
wider political and economic forces and the actions of central government constrain
the actions of urban managers. In these later Weberian perspectives it is suggested
that gatekeepers do exercise discretion in the pattern of resource allocation but are
not able to influence the level of resource availability, which is rather a function of
central government power (Pahl 1978, Morcombe 1984).

Shucksmith's (1990) contribution represents one of the more comprehensive
applications of Weberian principles to the planning system, in which he explains the
contradiction between the policy objective of providing affordable housing with the
goal of continued containment, in terms of the power exerted by rural home owning
groups organized on the basis of both class (ownership of property) and status
(countryside lifestyle). In turn this power has been reinforced by the professional
ideology of planners which is often grounded in a conservationist ethos (Reade
1987, Bramley et al 1995).

A Public Choice Critique

The perspectives outlined above represent the major theoretical attempts to move
beyond the dominant welfare economics paradigm in land use planning. As with the
public choice critique of welfare theory outlined in chapter 1, these approaches
highlight the important relationship between interest groups and the state in policy-
making. However, in their attempt to explain the pattern of decision-making in the
British planning system, each of these perspectives suffers from a number of
empirical and theoretical difficulties which substantially reduces their explanatory
power. In what follows these shortcomings are exposed using public choice concepts
with respect to the ‘demand' and 'supply' sides of the political system. In so doing,
this critique sets the scene for the more specific application of public choice models
to the analysis of 'government failure' within the planning system which are the
empirical focus of the chapters to follow.

Of the three perspectives, the structuralist school suffers from the most obvious
theoretical and empirical problems. Setting aside the manifest shortcomings of the
labour theory of value and the falling rate of profit thesis (Bohm-Bawerk 1937,
Steedman 1977) which most contemporary socialists now accept (Dunleavy &
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O'Leary 1987), the neo-Marxist variant has still to provide a convincing account of
why it is that political action on the 'demand’ side of politics should occur on the
basis of ‘class'. In the case of both capitalists and workers the principal concern of
these individuals is likely to be that of their own personal wealth and in many cases
the greatest threat to each is likely to be the presence of other capitalists and other
workers. In practice, capital and labour are not homogenous entities, but consist of
individuals and groups with heterogeneous interests. Thus, exporting capitalists
versus importing capitalists, transport buying capitalists versus transport selling
capitalists, lending capitalists versus borrowing capitalists, agricultural capitalists
versus industrial capitalists ; and so the list goes on - both sides of the 'class divide'.
In the specific case of urban containment, the interests of agricultural capital -
increasing the level of food production, conflict with the interests of construction
capital in developing agricultural 1and. In these circumstances it is difficult to
conceive how the state can respond to the demands of 'capital' or 'labour’ when no
such unified interests exist.

Moreover, even if there were unified class interests, neo-Marxism has still to provide
a satisfactory response to Olson's (1965) public choice analysis of the 'collective
action problem'. Capital and labour are groups representing hundreds of thousands
and in some circumstances millions of individuals, none of whose individual
contribution to political action is likely to have any direct impact on the actions of
the state. As Olson suggests, where the per capita stake is so discounted by the
irrelevance of an individual contribution then the optimal strategy is to free ride on
the participation of others and collective action in terms of class or any other large
group is unlikely to occur.

For the above reasons, the corporatist variant of the structuralist perspective seems
more plausible - it is easier to identify common economic interests on the basis of
sectors rather than class and since sectors may be smaller than classes, the collective
action problem may be more easily overcome. However, the corporatist approach
alongside its neo-Marxist cousin, suffers from a second theoretical defect, this time
on the 'supply side'.

Structuralist approaches suggest that the state acts in order to preserve the
legitimacy' of the economic system - capitalism, but without specifying why
individual actors within the state should act in this way. No account is given of why
it is that senior officials should prefer one set of social arrangements over another, a
defect clearly evident in Short et al's (1986) account of urban containment in the
1980s. In this particular case, no explanation is given of why it was in the interests
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of individual actors within the central government to adopt an apparently more
liberal stance to development than those at the local government level.

On an empirical level too, the structuralist analysis is found wanting. Contrary to the
implication that the commitment to urban containment will be subject to de-
regulation in the interests of business and in particular house builders, regulation has
continually increased, even under an administration which advocated a 'rolling back
of the state' and other interests such as rural homeowners have been major
beneficiaries. Rydin's (1986) contention that large building interests actually benefit
from regulation, might be squared with the empirical evidence in order to save a
corporatist perspective, but again this approach lacks an adequate account of why it
is in the personal interests of state officials to 'supply’' the relevant regulation. Public
choice by contrast would seek to explain the growth of regulation in terms of the
economic pay-off to bureaucrats from expanding the regulatory regime.

Turning now to pluralism, the major difficulties here are less empirical than they are
theoretical. A pluralist account of competing interest groups might appear
appropriate given the apparent contradictions in policy over urban containment, but
on a theoretical level there are a serious weaknesses which public choice theory has
exposed.

On the 'demand’ side pluralists focus on the observable competition between
different sets of organized interests such as house builders, agriculturalists and
conservationists, but in so doing neglect the possibility that due to individual
incentives, some sets of interests may remain latent and as a result be excluded from
the decision-making process. Thus, public choice analysis suggests that consumers,
taxpayers and other diffuse interests, will fail to mobilize and have their interests
represented because of the collective action problem and the effect of rational
ignorance.

On the 'supply ' side pluralist perspectives which view the government as a neutral
arbiter, acting to balance out competing interests neglect the potential for actors
within the state to have interests of their own. Moreover, those pluralist accounts
which do see state actors as having independent objectives stress the role of
competition within the state. Public choice by contrast focuses on the monopoly
power of the administrative bureaucracy in selecting which groups to support on the
basis of their contribution to bureaucratic growth. Bureaucrats have an information
monopoly over their political overseers, which allows them discretion in pursuit of
their own economic objectives, often associated with bureau growth. Moreover, due
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to the rational ignorance effect and the relative infrequency of elections, politicians
themselves have a structural monopoly advantage over the electorate which
increases their ability to pursue personal objectives through the support of
organized groups.

For elite theory and Weberian accounts of interest groups, the theoretical difficulties
are not dissimilar to those of pluralism. Both elite theorists and Weberians have a
tendency simply to observe which groups have benefited from the planning system,
such as farmers and rural homeowners and then attribute political power to these
groups without specifying where the source of this power actually resides. Public
choice on the other hand focuses on the differential ability of various groups to
overcome the collective action problem, the phenomena of concentrated benefits /
dispersed costs and rational ignorance and thereby to engage in political exchanges
with bureaucrats/ politicians to the detriment of groups unable to overcome these
constraints. Thus, if rural homeowners have received benefits from the planning
system there may be structural incentives favouring this group over other interests in
the political process.

In turn the public choice analysis of the collective action problem calls into question
the claim of elite theorists that the power of interest groups results from their ability
actually to surpress the interests of losers in the political process. From a public
choice perspective the failure of latent interests to mobilize is not necessarily a
reflection of their being supressed into ‘'non-decision making' but is merely a
reflection of their members having insufficient personal incentive to overcome the
costs of mobilization (Dowding et al 1993).

On the 'supply side' Weberian accounts which suggest that urban containment
policies reflect the professional values of 'gatekeepers' as allocators of resources
within the state, lack a fully specified account of where the power to exercise these
values lies. Again, the transactions costs framework of public choice theory is able
to address this question by focusing on the monopoly and informational advantages
of the administrative bureaucracy over other actors within the democratic polity.

By contrast, more recent Weberian accounts which argue that gatekeepers are not
able to affect the total level of resources available to them, neglect the public choice
insight that bureaucrats have an information monopoly in the political process when
making bids for budget appropriations. Bureaucrats act within the constraints
provided by the wider political and economic context, but they also have a
privileged monopoly position compared to other groups in the political process,
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which they might exploit to their own advantage. For example, whilst it is
implausible to suggest that all of the increase in the proportion of UK GDP taken by
local government services in the last thirty years (from 5.2% to 8.2%) is attributable
to bureaucratic power, it seems empirically suspect to claim that bureaucrats, given
their monopoly position did not play any part in this expansion (Seldon et al 1982).

2.4 Conclusion : Public Choice and Urban Containment

This chapter has sought to examine the policy context of urban containment in the
post-war period emphasizing on the one hand, the remarkable resilience of
containment in the wake of political and economic change and on the other, the
external effects and policy failures resulting from continued adherence to this central
core of the British planning system. The chapter has also considerd existing
theoretical perspectives which have sought to explain the policy contradictions
associated with containment and has developed a public choice critique of these
approaches. The theoretical and empirical difficulties exposed by this critique may
be summarized as follows;

On the 'demand' side, existing accounts fail to consider the organizational incentives
facing different sets of actors who may gain or lose in terms of the externalities
produced by the planning system. In particular, transactions costs are important
factors which affect the ability of groups to mobilize and hence to bargain with the
state.

On the 'supply’ side, current perspectives lack an adequate account of the motivating
forces which drive the actions of individual bureaucrats and politicians within the
state and fail to specify the organizational advantages which allow these actors to
ensure that their interests are reflected in the decision-making process.

As a result, the literature on urban containment is unable to provide a convincing
account which links the external effects of containment - higher house prices, higher
dwelling densities and congestion, longer commuting distances and agricultural
overproduction - to institutional incentives within the decision-making process.
Public choice by contrast, can with its account of 'government failure’, link the
externalities produced by land use planning directly to the structures of costs and
benefits faced by individual actors within the planning system. Thus, three general
hypotheses shape the focus of the chapters to follow ;
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1. The commitment to urban containment reflects an asymmetric distribution of
costs and benefits between different groups of individuals on the 'demand’ side of the
political process. Groups which are able to overcome the transactions costs of
association - the problems of collective action and rational ignorance - are able to
bargain with state and to benefit from the planning system, whereas as those unable

to do so are the principal bearers of the costs.

2.The commitment to urban containment, reflects the economic interests of
bureaucratic actors on the 'supply side’' of the political process and in particular the
monopoly power of the administrative bureaucracy to support those policies which
will expand the size of the planning budget.

3. The commitment to urban containment, reflects the economic interests of
politicians on the 'supply side’ and in particular the desire of legislators to secure
electoral and patronage benefits from the passage of planning legislation.

In turn the evaluation of these hypotheses will allow consideration of the central
question outlined in chapter 1 - to what extent are the external costs imposed by the
British planning system a product of institutional incentives inherent in regimes of
state regulated property rights? If the production of externalities can be attributed to
institutional failures characteristic of representative democracies, then the theoretical
case for state intervention in the market for land must be open to serious question.
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3.
Rent Seeking, Collective Action &
Urban Containment

3.0 Introduction

This chapter presents a public choice analysis of interest group activity with respect to
urban containment. The first section provides an exposition of the key theoretical
concepts in the rent-seeking theory of politics, which are then used as a refractive lens
through which to view the behaviour of interest groups within the arena of town and
country planning. The chapter contends that the transactions costs of association
within the political process favour those interest groups and coalitions of groups
seeking to restrict the rate of new development. The benefits from reduced levels of
development and in particular house building are concentrated on the membership of
key groups, while the costs which are often invisible, are widely dispersed across a
'rationally ignorant' electorate. The analysis throws particular light on the superior
ability of the environmental lobby to restrict urban development, compared to its
relative failure to control the environmental excesses of subsidised agriculture.

3.1 A Theory of the Rent Seeking Society

In the rent-seeking theory of politics, the focus of interest group activity is aimed
predominantly at the transfer of wealth. The central objective of lobbying is the
pursuit of privileges which restrict access to markets and hence create monopolistic
rents, ends which cannot be obtained through market mechanisms, but which may be
achieved through the coercive powers of the state. Typical examples of rent-seeking
policies include price supports, occupational licensing laws, minimum wage laws,
rent controls and import/export quotas.

An example of the wealth transfer effect is displayed graphically in Figure3.1. A
competitive industry produces output 0Qg at price OPg and thus creates the consumer
surplus given by the triangle ACPy. Following the influence of political lobbying and
the introduction of price controls, quotas or other forms of legislative privilege, a
monopolistic scenario emerges , where output is reduced to 0Q1 and price rises to
OP;.The rectangle P{BDPg depicts a simple transfer of surplus from consumers to the
new monopolist, creating a loss of welfare given by the triangle BDC.
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Figure 3.1 Rent Seeking and Monopoly Privilege
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Interest groups will devote resources to political lobbying up to the value of Py BDP
in order to obtain the relevant rents.

Access to the political market in wealth transfers is asymmetric and the ability to
extract rents is dependent on two key factors. On the one hand the influence of what
Olson (1965) has termed the logic of collective action' - the ability of groups to
mobilize - and on the other the effect of what Downs (1957) and Tullock (1989 &
1993) have termed 'rational voter ignorance' - the ability of voters to perceive the
presence of rent-seeking behaviour.

The Logic of Collective Action

The effective mobilization of any interest group is a key factor which determines the
potential to extract rents. Where large numbers of individuals remain unorganized,
their ability to demand support from politicians and bureaucrats is seriously
undermined and they are likely to lose out in any political battle with a highly
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organized opposition.

According to Olson (1965), small groups (above a certain minimum size), with a large
per capita stake, will be disproportionately organized than those with a large potential
membership and a low per capita stake. Structural constraints facing large groups are
the product of the following incentive structure. For a rational individual to join an
interest group, the conditions given in the following inequality must be met in full :

Gr*PN)+11 > Cy

Where G is the net gain to the individual if the interest group is successful, eg. from a
tariff, import quota, or regulation; P is the group's overall probability of achieving its
aims; N is the potential membership of the interest group; Iy is the private benefits of
membership and Cj is the cost of group membership.

For groups with a high value of N, the value of P/N is minuscule and the total
benefits of membership so discounted that it is seldom rational to join such a group.
Rather, the optimum strategy is to free-ride on the participation of others and where
enough individuals perceive the structure of incentives in this way collective action
will fail to occur.

In groups with a low value of N by contrast, the value of P/N is high and the surplus
of benefits over the costs of membership may be sufficient to provide an incentive for
the effective mobilization of potential members.

Large groups often fall into Dunleavy's (1991) category of ‘endogenous' interests and
occur where the potential membership might include any individual within society.The
membership is not directly associated with any homogenous economic interest or
social situation and as a result is especially prone to the 'logic of collective action' - it
is virtually impossible to decipher which sections of the population are genuine free
riders, from those who do not support the group's aims.

The experience of consumer oriented interests throughout the western democracies
illustrates the collective action problem for endogenous groups. Typically, these
interests suffer from chronic undermobilization and in many instances remain
completely latent. By contrast, their principal adversaries in business and labour
lobbies although relatively small are often highly organized. They have a potential
membership which is defined in terms of certain fixed, 'exogenous' characteristics -
only miners are potential members of the National Union of Mineworkers. Exogenous
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groups tend towards small and well defined interests and are consequently less
susceptible to the imperatives of free riding.

Smaller groups are also advantaged because the costs of reaching agreement within
the membership tend to decline with falling group size and politicians are more likely
to perceive vote potential from groups with clearly articulated demands (Benson
1990). Larger groups with potentially more clout are often less focused in their
demands because a bigger membership increases the potential for internal differences.

Additional work in collective action theory suggests that the heterogeneity of actors
within a population is an important variable determining the rate of mobilization.
Research suggests that if the population from which potential group members are
drawn is homogenous in its interests and social characteristics the collective action
problem is more likely overcome. Ceteris paribus the more homogenous the
population the easier it is to identify free riders. Moreover, in heterogeneous
populations, there is less chance that individuals themselves will identify a particular
interest base around which to mobilize (Libecap 1989,0strom 1990).

Given the free-rider problem, Olson suggests that for larger groups to attain a
satisfactory degree of mobilization they must provide benefits on an individual basis
or rely on the willingness of individuals who will benefit disproportionately from the
groups’ activities to bear the bulk of the organization costs. Groups may offer positive
'selective incentives' through services such as specialized insurance or health care
benefits, available as a by-product of membership. Alternatively, where a group has
attained a degree of political power and established access to the state, group leaders
may 'colonize’ particular agencies and render group membership a prerequisite for
access to rents. On the negative side, penalties might be developed which can be
applied to recalcitrant individuals, as when trade union dues are extracted through
closed shop or union shop arrangements, which effectively make membership of the
organization compulsory (Dunleavy 1991, Tullock 1993). For ultra-diffuse interests
however, with a low per capita stake, even the presence of selective incentives may
not be sufficient to stimulate mobilization.

Professional organizations are the one form of lobby group which remain almost
totally immune from the logic of collective action. Typically, these groups exist to
provide services to individual members and may effectively license entry into a
particular profession or trade. Individuals who have organized themselves for reasons
unrelated to lobbying enjoy a comparative advantage in rent-seeking, because
organization costs once borne, do not add to the marginal cost of lobbying and the
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free rider problem does not occur (Rowley 1992, p.111).

It should be emphasized at this point, that Olson's (1965) theory of collective action
does not suggest that no individuals will join potentially large interest groups in the
absence of selective incentives, but rather suggests that it will be much more difficult
to mobilize these groups. The absolute level of mobilization, however, may be
affected by a host of other factors which may include altruistic motivations (Fiorina
1995).

Voters and Rational Ignorance

The second determinant of rent seeking power is the phenomenon of 'rational
ignorance'. In order to obtain rents, it is important that large sections of the voting
population, either positively support the proposed transfers, or more likely, are
sufficiently ill-informed about their existence, as to make any gains to politicians and
bureaucrats from removing them, less than the gains from those to whom the transfers
are made. Public choice authors and especially those of the "Virginia school' (see
chapter one), contend that structural incentives lead the vast bulk of the voting
population to 'under invest' in the acquisition of political information and it is the
resultant state of ignorance which allows rent-seeking activity to thrive (Aranson
1990).

The conditions for rational voter ignorance may be set out as follows;

For an individual voter deciding whether to cast her vote or to abstain in an election,
the incentive structure may be written as;

R=P(U;-0Uy)-C

where R is the citizens expected utility from voting; P is her subjectively estimated
probability that her vote will be decisive - ie. will make or break a political tie; U and
Us are her levels of utility derived from the election of candidates 1 and 2 (Uj > Up)
and C is her cost of voting.

In this scenario, if R > 0 then the individual will vote for candidate 1,but as many
authors have noted, electorates in most democracies are so large that the probability of
casting the decisive vote is derisory and discounts the benefits to such an extent, that it
is hardly worth the cost (eg. time and travel) of voting. (Downs 1957). Given that
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voters clearly do participate in elections, a more plausible line of tack is to suggest that
while the costs of voting itself are insufficient to encourage mass abstention, the costs
of obtaining accurate political information are so great that it is seldom rational to be
informed about the specifics of policy platforms on other than a superficial level.

For example, for the voter facing the incentive structure;

R=PU;-Up)-C

she must first work out her personal utility associated with candidates U and Uy,
which is a function of their respective policy platforms;

Ui=U(@pil,pi2,Pi3>----Pin)

where Uj is a function of candidates position on a number of n issues.

If the voter is unsure about the policies of the candidates or is unaware that they have
a position on particular issues or even that these issues exist, then the voter must
decide whether or not to search for more political information. The acquisition of
political information is a costly affair, a cost which increases the greater the number of
issues (n) decided through the political process. Given the 'bundle purchase' nature of
voting, one would have to hire a personal team of research assistants to be fully
informed across the whole policy spectrum. In order for this to be worthwhile the
voter must have a substantial stake in the outcome of the election. As we have seen
however, the individual stake is so discounted by the probability of exercising
genuine influence that the search for detailed information is simply not worthwhile. It
is rational for the voter to remain 'ignorant' of politics save for the superficial
information derived from political sloganizing(Aranson 1990, Tullock 1993).1

Rational ignorance is crucial to the political market in rents, because the extent of voter
ignorance varies according to the nature of the transfers obtained. Certain rents are

2 As Aranson (1990) notes, the nearest thing one gets to the concept of rational ignorance in political
science is the 'vulgar' Marxist notion of 'false consciousness'. However, whereas the Marxist theory is
an irrefutable tautology, immune from empirical analysis, rational ignorance is a profoundly
empirical phenomenon. For example, Miller's (1983) analysis of American science policy revealed
that only 7% of the population had even the basic level of "scientific literacy" required to grasp the
detail of policy matters proposed by science bureaucrats - quoted in Aranson (1990, p.34). In a market
context where consumers are faced directly with the consequences of their purchasing decisions there
might be an incentive to purchase 'expert' advise, but few such incentives exist for voters in the
sphere of representative politics.
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more readily identifiable than others and are consequently more likely to penetrate the
rational ignorance of voters and to stimulate retaliatory political action. Ceteris
Paribus, the more visible the transfer, the greater is the potential for a politician to
court votes by seeking to remove it, or to extract concessions from the recipients
(Tullock 1993).

There are two basic types of rent-seeking transfer - direct and indirect rents. The
former are derived through the requisition of financial resources, transferred from one
group of citizens to another. Resources are extracted through taxation and are
dispensed in the form of subsidy payments or governmental contracts. Indirect
transfers by contrast, do not involve any immediate transfer of monetary wealth, but
are nonetheless to the monetary benefit of some individuals and at the expense of
others. Indirect rents involve the statutory control of an individual's behaviour with
respect to person or property and are usually supplied via regulation or licensing.

The basic transfer types can be divided into sub-categories according to the situation
of the respective winners and losers in the political market. Three scenarios are of
particular relevance in this regard : i) the winners and losers are not easily identifiable,
either to themselves or to each other, ii) the winners and losers are well identified and
know who each other are, iii) winners are easily identifiable, but losers are not. The
classification of rents is summarized (with examples) in Table 3.1.

Ceteris paribus, there is little if any governmental activity where both winners and
losers in the political market are difficult to identify. Transfers falling into this
category are characterized by benefits and costs thinly dispersed across a substantial
proportion of the voting population. Because each voter attains only a minuscule
benefit or incurs a minuscule cost, both winners and losers are unlikely to mobilize
into a political force, so there is little prospect of any gain for utility maximizing
politicians and bureaucrats supplying transfers on this basis.

The bulk of governmental activity occurs where both winners and losers are easily
identifiable and are known to each other, or where winners are identifiable but losers
are not. Within this context, the rational ignorance effect is at its weakest where
transfers are direct and at its most potent where they are indirect.
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Table 3.1 Rents and Rational Ignorance

Rents Direct Indirect 1 2 3 Salience of
RI

Minimum Wage * * ++

Airline Regulation * * ++

Tariffs/Ouotas * * ++

Industrial Subsidy  * * +

Science Research * * +

Education * * 0

Health * * 0

Key: 1 =Losers and Winners are invisible. ++ = High
2 = Losers and Winners known to each other. + = Medium
3 = Winners are visible, Losers are invisible. 0 =Low

Direct transfers are less protected by rational ignorance because they are derived
through general taxation. Although the cost of each tax funded programme may be
barely detectable (perhaps a fraction of a penny on the income tax), the sum total of
wealth transfer activity is much more visible - the voter need only consult the monthly
tax return to assess the overall level of rent seeking. Because subsidies must be
equalled by tax payments (Becker 1983), at some point the electoral gains to
politicians from reducing the level of transfer payments and hence the level of
taxation, will exceed those derived from the recipient interest groups.

Within the category of direct transfers, rational ignorance is at its weakest in the case
of subsidized public service provision, such as health and education (Tullock 1993).
These services are used on a regular basis by substantial sections of the voting
population and the potential winners and losers, for example teachers and parents, are
easily identifiable. If the quality of education was to deteriorate rapidly due to rent
seeking by teachers, this would be visible to many voters and there may be electoral
gains for politicians promising to extract concessions from the interest group. The
power of voters is not as great as that of consumers in the market, where there is
greater competition and scope for 'exit’, but the relative lack of voter ignorance
overcomes the transactions costs problem, at least to some extent (Tullock 1993).

Direct transfers, where subsidies are concentrated on identifiable winners and costs
thinly dispersed across the tax paying populace are more prone to voter ignorance
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(Aranson 1990, Tullock 1989 & 1993). In these instances, for example industrial
subsidies and subsidized government research, benefits are concentrated on organized
interests. The cost to each voter is small and because most voters do not use the
services on a regular basis there is little incentive to seek out information concerning
the level of rent seeking exploitation, subject to the maximum level of taxation that
voters are prepared to tolerate.

Indirect transfers provide the most fertile arena for rent-seeking and are protected by
an almost impenetrable veil of rational ignorance. A large proportion of governmental
activity is focused in the area of statutory regulations which produce concentrated
benefits and invisibly disperse costs. Consider the case of airline regulation in the
United States.

The US. Civil Aeronautics Board is responsible for the regulation of air travel and in
particular has the power to license entry into the airline market. Under pressure from
organized trunk carriers the board refused to certify a single new trunk airline between
1938 and 1976. The subsequent reduction in competition produced increased profits
for the existing carriers, with the costs in terms of higher air fares, thinly dispersed
across the vast bulk of potential airline users (Becker 1985, p.100).

In such a situation it is difficult for the individual voter to blame higher airfares on the
existence of regulation, because no direct transfer of wealth appears to have taken
place.2 For the voter to trace the source of fare increases would require a considerable
degree of research, which given the relatively small loss is not worthwhile. It is
rational for most voters to remain oblivious to the existence of regulatory transfers and
for politicians to cater instead to the highly organized interests which seek their
implementation. Given the pervasiveness of rational ignorance there is virtually no
upper limit to the rents which can be extracted from the voting population via
regulation, save for the taxes required for the funding of enforcement agencies.
Consequently, it is more than likely that interest groups seeking regulatory transfers
will be successful in their demands (Tullock 1993).

2 Likewise, it is difficult for voters to attribute the source of higher import prices and higher
unemployment to the impact of quotas and minimum wage laws respectively. In these cases, benefits
are concentrated on readily identifiable groups - eg. trade union members employed in 2 minimum
wage industry, whereas costs are dispersed invisibly on consumers - through higher prices and higher
unemployment. In many cases, losers in the rent-seeking game will not even know that they are
losers - as in the case of workers who are employed in one industry when the minimum wage is
introduced, but in future years are not able to find jobs in an alternative industry because of its
existence.

For a full empirical analysis of the costs of regulation and the lobbying activities of the beneficiaries,
see Stigler (1975), Block & Olsen (1982) and Tucker (1990).
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3.2 Rent Seeking, Collective Action and the Political Market in Urban Containment

Having outlined the key factors which may affect the nature of rent-seeking, the
remainder of this chapter sets out to examine the characteristics of the political market
in land use planning and in particular the central question of urban containment. Each
of the key interest groups is analysed in terms of the logic of collective action, the
likely impact of rational ignorance on the ability to extract rents and the changing
characteristics of interest group behaviour over time. The concluding section
summarizes the interest group data and considers the character of planning policy in
terms of the peculiarities of the political market.

The Agricultural Lobby

The agricultural lobby in the United Kingdom is the preserve of the National Farmers
Union (NFU) and the Country Landowners Association (CLA), the former the
traditional representative of the tenant farming community and the latter, the interests
of landowning farmers.

Both of these groups are exogenous interests - the NFU has a potential membership
which is more or less confined to the farming population and the CLA, although in
theory more endogenous (anyone within the population may purchase land in the
countryside), is targeted at landowning farmers and especially the large estates.

In accordance with the the ‘logic of collective action’ the farming lobby is highly
organized, with the vast majority of farmers subscribing to one or both of the major
lobby groups. The NFU had a total membership of 114,000 in 1993, representing
approximately 80% of all farmers in the United Kingdom (Interview 1 NFU, NFU
Annual Report 1993), and the CLA had a further 50,000 members ranging from small
owner occupier farmers to the large commercial estates

(Interview 2, CLA).

High levels of mobilization are reflected in terms of financial strength with NFU
coffers totalling £21.4 million in the year 1992/93, sufficient to employ 800 staff
nation-wide, including a full time team of political lobbyists (NFU Annual Report
1993). The CLA meanwhile had a total income of £4.2 million in 1992/93 and
employed 50 full time staff, including ten professional advisors, a political lobbyist
and a specialist media consultant (CLA Annual Report 1993).
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Both of the agricultural lobby groups also employ selective incentives to encourage
continued participation. The NFU offers low cost insurance policies and legal services
to members only, whereas the CLA offers advice services for those engaged in
landlord/tenant disputes. In addition, both groups have benefited enormously from the
complicated system of agricultural support which they have helped to create. The
technical nature of the regulatory controls which emanate from the Ministry of
Agriculture, Fisheries and Food (MAFF), requires a team of policy experts to broker
advice to individual farmers (usually through the regional branches of NFU/CLA) in
order to gain access to agricultural grants. In short, most farmers cannot afford not to
be a member of the NFU/CLA (Howarth 1990).

The rent seeking activities of farmers are central to the release of land for development
and their lobbying behaviour within the town and country planning system. The
principal form of rent extraction has occurred through farm subsidies following the
Agriculture Act (1947) and more recently (since 1973) the Common Agricultural
Policy (CAP) of the European Community/European Union (EC/EU).

Within the context of agricultural support the NFU has always advocated restrictive
planning controls and hence a reduced level of urban development, because planning
permissions for non-agricultural uses often result in a notice to quit for their tenant
members. The NFU were strong supporters of the 1947 planning legislation which
redistributed development rights away from landowners in favour of tenants and
combined with agricultural support guaranteed the incomes of farmers (Newby 1977).
Landowning farmers meanwhile were prepared to tolerate the loss of development
rights so long as subsidies provided an income which could compensate for the lost
ability to diversify out of agricultural production (Evans 1991, Marsden et al 1993).

The persistence of agricultural support may be related to the character of the wealth
transfers involved. Farm subsidies are a direct rent extracted from a diffuse mass of
voters. The cost to each voter is relatively small and the transfer effect is likely to be
subject to a relatively high degree of rational ignorance. Farmers on the other hand are
a highly visible interest group of the type which is vital to bureaucratic and political
interests. It is probably for this reason that the uninterrupted growth in the level of
subsidy - from £197.3 million in 1954/55 to £267 million in 1972 (at current prices)
and then from £392 million in 1973 following entry into the CAP to £1.6 billion in
1983 (current prices) went virtually unchallenged (Howarth 1990). As with all direct
tax transfers however, the overall level of rent extraction is subject to the maximum
general taxation which the voters are prepared to tolerate. Should this threshold be
exceeded and tax reductions enacted, the ability of the agricultural lobby to maintain
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its income from rents is dependent on its relative strength vis a vis the other recipients
of direct transfers within the wider political market.

When farm subsidies are growing, both the NFU and CLA are supportive of a strict
system of planning control and urban containment. However, if subsidy levels and
consequently farm incomes start to decline, the pattern of rent seeking assumes a
somewhat different character as members search for alternative sources of revenue.
The NFU has tended towards the development of an alternative rationale for farm
subsidies and in particular has sought support from the environmental lobby to
support subsidies for landscape conservation, the first example of which was the
introduction of conservation subsidies in the 1986 Agriculture Act. CLA members on
the other hand, whilst supporting conservation subsidies, have tended to shift their
emphasis to a selective liberalization of planning controls to enable diversification out
of agricultural uses, which includes the release of land for residential development. In
more recent times and as the proportion of owner occupier farmers within its ranks
has risen, the NFU position has moved towards that of the CLA in supporting a
selective liberalization -though to a lesser extent in order to placate their tenant
members (Marsden et al 1993). As with the CLA, they do not support a total
liberalization because the speculative gains derived from the scarcity value of land are
dependent on the maintenance of regulation and the avoidance of a full free market
(Marsden et al 1993).

The shifting pattern of rent seeking is depicted in Table 3.2, which shows the trends
in MAFF farm subsidies, conservation subsidies and farm incomes over the period
1982-1995 and the major changes in governmental policy which have formed the
focus of lobbying activity. Of particular interest is the shift in farmers' lobbying, first
from a defence of agricultural support and opposition to deregulation of planning,
second to an emphasis on selective liberalization and third, a shift back towards farm
support, but reoriented towards a ‘conservation’ agenda.

In 1980/1981 the principal focus of NFU/CLA lobbying was the Wildlife and
Countryside Act, which brought farmers into direct conflict with environmentalists in
the Council for the Protection of Rural England (CPRE) and a host of other groups
such as The Royal Society for the Protection of Birds (RSPB) and Friends of the
Earth (FoE). Subsidies at this time were at an all time high and the farmers sought to
defend the basis of support from an assault by the environmentalists who highlighted
the destructive impact of subsidized agriculture on habitats such as hedgerows and
wetlands. The environmental lobby failed in its attempt to enact statutory planning
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Table 3.2 Subsidies, Farm Incomes and Lobbying

Year Agri. Consery. Farm Incomes Policy
Subsidies Subsidies

1981 2.20 0.012 140 W&C
1982 2.00 0.015 130

1983 1.97 0.015 124 GB

1984 2.22 0.018 165 GB

1985 1.95 0.030 96

1986 2.17 0.040 111 Agri. Act
1987 2.72 0.042 115 ALURE
1988 2.64 0.046 93 ALURE
1989 1.67 0.076 107

1990 1.81 0.080 100

1991 1.77 0.129 95

1992 1.86 0.133 113 MacSharry
1993 3.00 0.097 154

1994 3.00 0.141 160

1995 na. 0.150 180

Notes : Subsidies in £billions (1993 prices). Incomes in Index form : 1990 =100

Source : Computed from MAFF/Countryside Commission and English Nature Annual Reports and
Farm Income Survey.

controls over agriculture and the eventual outcome was a net increase in farm
subsidies as payments were offered for conservation activities on top of existing farm
support.

The victory of the farm lobby in this regard was predictable within a public choice
framework. The farmers were a highly mobilized and homogenous interest group,
concentrated on the defence of price support, whereas the environmentalists were
relatively undermobilized because the effects of habitat loss are widely dispersed
across the bulk of voters, few of which actually live in the areas concerned.
Moreover, even when these groups are able to mobilize large numbers of individuals
as they did during the 1980s, agricultural subsidies are the lifeblood of the farm
lobby, whereas subsidized habitat destruction is but one of many issues of concern to
a heterogeneous and diffuse environmental lobby, again reducing the per capita stake
and the incentive for politicians to respond to the groups demands.3

3This final point is more a reflection of politicians vote seeking incentives on the supply side rather
than a demand side collective action problem and will be addressed in greater detail in chapter 5.
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By 1983, the agriculturalists and especially the NFU were joining forces with the
conservationists as the focus of lobbying shifted to the defence of Green

Belt policy from the prospect of liberalization. Tenant farmers saw a threat to

their tenured/subsidized position if the rural land market was liberalized and having
joined in a national campaign with the CPRE, secured the signatures of well over one
hundred, mostly Conservative members who saw to it that the proposals were thrown
out (Elson 1986).

The attitude of the farmers was somewhat different in the period 1987/88 when the so
called ALURE proposals (Alternative Land Use and the Rural Economy) were
introduced. The growing burden of the CAP on the European Community budget
made the issue of agricultural subsidies more visible than at any time since the war
and subsidy levels were reduced for the first time in 1984. As can be seen from Table
3.1, the index of farm incomes fell from 140 in 1983 to 93 in 1988.4 Faced with
declining incomes, farmers sought alternative sources of revenue, including the
potential for housing and leisure developments in the countryside which were
suggested in the ALURE proposals.

Once again, the farm lobby, now allied with property developers, was at odds with
the environmentalists, but unlike the experience of the Wildlife and Countryside Act,
the latter were to win the day and the ALURE proposals were ditched. This outcome
was again predictable within the public choice framework - whereas habitat losses due
to farm support are widely dispersed and the conservation interests relatively
undermobilized, the ‘loss’ imposed by property developments in rural areas is
concentrated on those within the vicinity and conservationists are relatively well
organized in socially homogenous NIMBY style interest groups (see pp.80-90,
below).

With the conservation lobby preventing the deregulation of the rural land market, the
focus of agricultural lobbying shifted again during the 1990s. The NFU/CLA joined
forces again with the environmental lobby to defend farm subsidies, but instead
reoriented towards landscape conservation. Indeed, with its new ‘Countryside
Membership Scheme’ the NFU has sought to attract small landholders as new
members in order to obtain conservation payments (NFU Annual Report 1993 p.20).

4 As can be seen from the table, subsidies did increase briefly in the mid 1980s, however farm
incomes declined because world market prices for farm products collapsed to an all time low. For
incomes to have been maintained, subsidies would have had to increase on an unprecedented scale. The
rapid increase in farm incomes from 1992 results from a enormous increase in the level of subsidy and
relatively high world market prices for grain and other arable crops.
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The farmers have thus gained an important new ally in the pursuit of direct rent
extraction and have thus strengthened their position within the wider competition for
transfer payments.

An indication of the strength of the agri/conservation axis was provided by the so
called MacSharry reforms of the CAP. These reforms, originally introduced to reduce
subsidies have actually increased the level of agricultural transfers through a mix of
production subsidies and an explosion of agri/environment schemes such as set
aside,where farmers are paid to take land out of production and conservation schemes
such as Environmentally Sensitive Areas and the Farm Woodlands scheme. As can be
seen from Figure 3.1 the level of farm subsidies has exploded since the most recent
‘reforms’ and farm incomes are higher now than at the previous peak of transfer
activity in the early 1980s. It is not possible to attribute the increase in subsidies
purely to the actions of these groups because of European control of the CAP, but the
substantial growth of domestic MAFF subsidies for conservation on top of existing
farm support, suggests that the British farm lobby is not without political clout.

To summarize, the agricultural lobby is the archetypal concentrated interest group,
extracting direct rents from the dispersed mass of the voting population. The
persistence of rent extraction discriminates against new urban development, as land is
kept artificially in agricultural use. The lobbying activities of the farmers appear to
reflect a rational response to shifts in economic and political circumstances and
therefore exhibit a sensitivity to relative ‘prices’ in the political market. In particular,
when farm incomes are low, farmers and especially land owners seek a redistribution
of property rights through the planning system to facilitate non-agricultural
development, but when incomes are high the lobby appears willing to accept the status
quo. The ability of the farmers to maintain the level of rent extraction in a period when
governments have sought to reduce the overall level of direct rent seeking/taxation,
appears to have been aided by an alliance with the conservation lobby to which
attention must now turn.

The Conservation Lobby

The Council for the Protection of Rural England (CPRE)5, founded in 1926 by
Patrick Abercrombie, is the pre-eminent environmental interest group involved in the
formulation of land use policy, a lesser role is played by other groups including

5 Formerly ‘Preservation’ of Rural England.
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Friends of the Earth (FoE) the Royal Society for the Protection of Birds (RSPB) and
the Royal Society for Nature Conservation (RSNC).

The CPRE provides an interesting exception to the general contention within public
choice theory, that environmental groups are structurally disadvantaged by the free
rider problem and suffer chronic undermobilization in relation to business and labour
interests. The ability of CPRE to mobilize is directly related to the nature of the rents it
attempts to extract and the subsequent institutional structure which it is able to forge.

Environmental groups are often considered as underorganized endogenous interests, a
contention which rests on the assertion that environmental protection is the classic
example of a non-excludable public good (Olson 1965 chapters 3 & 6, Smith 1992,
pp 36-37). Consider the case of air pollution. The effects of atmospheric pollutants
are widely dispersed across the population of a city and the potential membership of
an interest group lobbying for reductions in emissions could include any individual
within the affected area. If the group were to secure a reduction in the level of
pollution the benefits would accrue to all inhabitants, irrespective of their
membership. Consequently there is a powerful incentive to free ride, a tendency
which is difficult to counteract given the impossible task of distinguishing between
those individuals who seek a given reduction in pollutants from those who do not
(Olson 1965 op cit, Smith 1992 op cit).

Factory owners within the polluting industry, are by contrast a relatively smaller and
more well defined interest. The benefits from industrial pollution are heavily
concentrated in the industry concerned and it is relatively easy to identify free riders,
who could easily be penalized should member firms seize control of the regulatory
apparatus. Thus, business interests are structurally advantaged in the political process
and are likely to win out in any conflict with environmentalists (Olson 1965, op cit
and Smith 1992, op cit).

The above argument has considerable force with respect to many aspects of
environmental policy and as suggested earlier, may have accounted for the farmers’
ability to defeat conservation interests in the battle over subsidized habitat destruction.
However, the free-rider/public good analysis does not apply equally to all areas of
policy and the experience of CPRE activity in the field of planning regulations
illustrates a rather different set of incentives.

The CPRE lobbies for the extension and enforcement of statutory planning controls
such as Green Belts, Areas of Outstanding Natural Beauty (AONBs) and Sites of
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Special Scientific Interest (SSSIs), to prevent the transfer of land from rural uses such
as agriculture to urban uses such as housing.The goods for which it campaigns, far
from non-excludable, are in fact site specific goods, and thus create a relatively more
concentrated interest.

Consider the residents of a village living within a designated Green Belt. They derive
the daily amenity value of a scenic view as a consumption good and if they are
homeowners, higher property values associated with an area adjoining open space,
which may account for a substantial proportion of their personal wealth. Although
passers-by may benefit occasionally from the designation, most of the benefits are
available only to individuals within the site specific area. If the fields adjoining the
houses are allocated for development then free access to the amenity good and
property values are immediately threatened. The number of individuals within the
vicinity is relatively small and the potential membership of any group attempting to
secure Green Belt preservation is likely to be homogenous in its interests (middle
class home owners) and concentrated on site. Potential free riders may easily be
identified by a political entrepreneur and pressurized into joining the group, hence the
much vaunted phenomena of NIMBY (Not in My Backyard) anti-development groups
in areas of high private amenity value.

The CPRE is not a purely exogenous interest - the potential membership does include
individuals concerned with conservation who live outside the areas concerned or who
are affected in a lesser way, but the relative concentration of benefits associated with
specific sites creates a rather different incentive structure compared to that facing
purely endogenous environmental groups.

The mobilization of CPRE groups is often facilitated by the presence of residents
associations organized for non-lobbying purposes. These provide site specific
community services such as crime prevention schemes, the potential membership is
site specific and the groups may be transformed into nimby lobbies at virtually no
additional cost.

CPRE capitalizes on these incentives in its mobilization strategy. The lobby is
nationally based, with a headquarters in London, but the membership campaigns are
carried out in conjunction with 45 county based branches which are in turn split into
district societies (CPRE Annual Report 1994). The county branches focus their
membership and fund raising on site specific issues and the national office provides
detailed advice on planning legislation, including a ‘Campaigners Guide to Local
Plans’ and a media training programme for local group leaders (Annual Report 1993
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and Interview 3, CPRE). This appears to be a successful strategy. For example,
during preparations for the Surrey Structure Plan 1990, a major campaign was
launched by the local CPRE against proposed housing developments and membership
increased from 250 to 2500 within just 6 months (Surrey CPRE Annual Report
1991).

In 1993 membership by individuals stood at 46 000, but more important some 2 574
local amenity societies and residents groups (average membership about 200) were a
part of the membership fold, bringing the total population associated with CPRE to
approximately 560 000 (Interview 3).6 The campaigning success is illustrated by
financial contributions, which through a combination of individual and group
membership and donations/legacies totalled £3.1 million in 1993, a budget which
employed 34 staff in London including 9 specialist policy analysts (Interview 3,
Annual Report 1994).

An indication of the importance of nimby incentives and the significance of potential
group size and population heterogeneity in determining the rate of mobilization, can be
obtained by comparing relative rates of mobilization between anti-development groups
in rural and urban areas. One would expect that ceteris paribus, the rate of
mobilization would be higher in small villages than in large towns.

The population in most small villages is relatively homogenous in its interests - home
owners opposed to development, who usually work outside the area concerned and is
also relatively small. Likewise, small population and the effects of relative rural
isolation make it more likely that individuals will be known to their neighbours, thus
raising the visibility of free riding. In urban areas by contrast, the potential
membership is more heterogeneous - a high proportion of people may live and work
in the same area and have an interest in more development (Danielson 1976, Komesar
1978). Urban populations tend also to be highly mobile/transient and it may be
relatively more difficult for anti-development groups to identify free riders from those
individuals genuinely opposed to the groups’ aims. Similarly, because population
densities tend to be higher in urban areas, the potential membership of anti-
development groups may be that much larger, so the significance of an individuals'
contribution to the supply of group benefits is reduced. Consequently, one might

6 The figure 560 000, is a rough approximation derived from the interview and from previous
empirical work. For example, Short et al (1986) found from an analysis of local amenity societies in
Central Berkshire that 47% had a membership of less than 200, 20% had between 200 and 400
members, 11% between 400 and 800 and 6% over 2 000. Assuming the average local CPRE has
about 200 members, then the total membership covered by CPRE affiliation is probably about

560 000, ie. 200 x 2574 + 46 000.
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Table 3.3 Rate of Mobilization for Rural and Urban Amenity Interests

Location Population Members %
of Population

Nottingham 278000 943 0.30
Wolverhampton 255000 50 0.02
Bromsgrove 90000 397 0.45
Chesterfield 90000 107 0.12
Rugby 85000 97 0.10
Shrewsbury 65000 375 0.62
Burton on Trent 60000 392 0.71
Stafford 60000 210 0.35
Leek 36000 45 0.12
Dronfield 26000 156 0.64
V of Evesham 15000 90 0.65
Arkwright 14000 215 1.50
Louth 13000 241 1.80
Knowle 12000 1208 10.00
Penkridge 12000 11 0.10
Uttoxeter 10000 70 0.70
Moseley 10000 776 8.00
Drayton 9500 100 1.00
Ludlow 9000 586 6.50
E.Lindsay 4000 108 2.40
Upton on Severn 3800 221 6.00
Hampton in Arden 1500 518 34.50

Source : Larkham (1993, p.355).

expect to find a negative relationship between settlement size and the proportion of the
population organized in amenity interests.

In order to examine this relationship comprehensively would require a large data set
relating to all the relevant independent variables affecting the rate of mobilization.
Unfortunately such data are not available, but Table 3.3 which is an adaptation of
material presented by Larkham (1993), does provide a possible indication of the
processes in operation. Using population as a proxy for the factors affecting the
impact of settlement size on the rate of mobilization, a bivariate correlation was
conducted. The correlation coefficient obtained, -0.294 was the expected sign, but the
relationship was not statistically significant. Although the relationship is not that
strong - for every rise in the population there is not always a fall in the rate of
mobilization - it is clear from Table 3.3, that the rate of mobilization in those towns
and villages below 15 000 in population is much higher than in the very largest urban
centres. It should also be noted that Larkham's data under-represent the mobilization
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rate in the smaller settlements because they refer only to those amenity groups
registered with the Civic Trust, a predominantly urban based amenity group and not to
those registered specifically with the CPRE. Rural villages may have some groups
affiliated to the Civic Trust and others to the CPRE, whereas towns and cities are
likely only to have Civic Trust affiliations.

That the CPRE has been able to mobilize over half a million individuals through
amenity groups and residents associations appears to confirm the importance of nimby
incentives in helping to overcome the collective action problem for rural amenity
interests. This does not imply a rate of mobilization as high as that obtained by more
exogenous groups such as the agricultural lobby (see above) and the developers (see
below), but it does mean that the nimby/conservation lobby is able to mobilize a
relatively concentrated block against development proposals.

It is also significant that the rate of mobilization for CPRE is higher than for groups
such as Friends of the Earth (120 000), concerned with a much broader range of
environmental issues and which are not based on site specific campaigns. In theory
the potential membership for any single issue on which FoE campaigns, could include

any individual in the population and as a result, even where these groups do attract
relatively large memberships - as they did during the 1980s, (FOE membership for
example is higher than that of the NFU), the overall rate of mobilization is relatively
low and it is not clear which particular issue/issues have stimulated participation. The
CPRE by contrast is targeted at a smaller and more homogenous potential
membership, found predominantly in rural villages and explicitly seeking to prevent
urban development. Thus, the CPRE had mobilized over 300 000 individuals in local
amenity societies by the mid 1970s (McCormick 1991) well before the growth in the
wider environmental movement which occurred in the late 1980s. A primary
implication of Olson's work is that groups with a larger potential membership (such
as FoE), even if they are eventually able to mobilize, will take much longer to
overcome the collective action problem (Olson 1982).

Other environmental interest groups such as the RSPB (membership 800 000), appear
to have more in common with commercial trading organizations, than would normally
be considered an interest group. A substantial proportion of RSPB membership is tied
in with the purchase of private goods and selective incentives such as wildlife
magazines and free entry into the 300 bird reserves which the society owns (Jordan &
Maloney 1997). The CPRE by contrast does not engage in the marketing of
‘environmental merchandise’, relying instead on its localized, site specific base.
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The evidence on mobilization rates within the environmental lobby is broadly
supportive of the basic public choice framework, but a note of qualification is
appropriate at this juncture. In particular, although the ability of broader
environmental interests such as FoE and RSPB to mobilize relatively large numbers of
individuals may be explained in part with reference to selective incentives, the sheer
scale in the growth of these groups in the late 1980s (FoE membership increased from
12 000 in 1980 to 120 000 in 1989 -McCormick 1991,p.152), does suggest that more
pluralistic processes may also have been in operation. A key factor which may have
influenced this degree of mobilization, which is perhaps underemphasized in
conventional public choice accounts, is the importance of the macro-political context
against which collective action takes place and in particular the significance of shifts in
public opinion.

Dunleavy (1991) has suggested that external political conditions are a key variable
which condition people's perceptions of the costs of group joining. Thus, if there is a
shift in the external political climate in favour of the general stance taken by a
particular interest group, then these changes may trigger additional group membership
as individuals perceive the political viability of the group to have increased. In these
circumstances, there is not always a straightforward negative relationship between
potential group size and the rate of mobilization achieved. Ceteris paribus, people
recognize that their individual contribution to group effectiveness is lower in larger
groups, but they may also perceive a larger group to be more politically viable, thus
lowering the perceived costs of membership. Faced with this situation, Dunleavy
suggests that interest group leaders will send out mixed messages to potential group
members and in particular will adopt 'size manipulation' strategies. Thus, because
people may be more likely to support an apparently large and powerful interest group,
political entrepreneurs may stress the scale of wider public support for the group aims
in order to increase the perceived viability of the group. At the same time, however,
and in order to counteract the disincentive effects of increased group size, leaders may
create local branches or sections focused on smaller, more localized issues, where an
individual may perceive her personal contribution to the supply of group benefits to be
that much greater.

Political entrepreneurship of this genre may provide a plausible explanation for the
scale of the growth in the wider environmental lobby witnessed in the late 1980s.
The shift in public opinion towards increased environmental concern, stimulated by
media coverage and external pressure from bodies such as the United Nations and
European Community (McCormick 1991,Robinson 1992, Skea 1995) may have
increased the perceived political viability of these groups with potential members. At
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the same time, the adoption of the 'think global, act local' slogan by many groups and
their development of local branches - FoE for example now has 300 local branches
(Interview 4 ) - may have increased the perceived significance of personal
contributions so as to encourage additional participation.

The account presented above does not contradict the basic public choice approach to
group joining, but requires qualification of the analysis to take on board the periodic
effects of shifts in public opinion. In particular, it suggests that whilst the structural
incentives identified by Olson are a key factor underlying group mobilization these
should be seen within the context of a macro-political climate where more pluralistic
processes, operating through the mass media, external agencies and the political
parties may also be at play. The logic of collective action model does not suggest that
no individuals will join larger interest groups, but that ceteris paribus it will be harder
to mobilize these interests. Changes in public opinion reflecting pluralistic processes
at the macro-level imply the absence of ceteris paribus conditions and may help
explain why the broader environmental lobby has been able to mobilize larger
numbers of individuals in the recent past. It does not, however, alter the basic
analysis of group joining incentives. Thus, that the local amenity lobby was able to
mobilize over 300 000 individuals by the early 1970s, well in advance of the wider
upswing in environmental concern and the subsequent explosion of group
membership, tends to confirm that it is relatively easier to mobilize smaller and more
concentrated interests than those which are larger and more diffuse. Similarly,
following the recent growth in public environmental concern and the opportunities for
'size manipulation strategies' which this affords, it is still easier for a group such as
CPRE to stress the importance of local activism because the issues on which it
campaigns are more obviously of a nimby nature. Even at the local level, it is
probably more difficult to mobilize people against the effects of air pollution, which
tend to be widely spread, than it is to mobilize against a new housing estate.

As noted earlier, the CPRE lobbies for the extension of statutory planning
designations which restrict the transfer of rural and especially agricultural land to
residential uses.” When pressure for development is at a peak, nimby style lobbying

7 Working in the American context, Fischel (1985,1995) notes the tendency of environmental groups
to lobby against residential development on the grounds of farmland preservation, arguing that loss of
farmland will threaten the future security of food supplies. As such, the environmental focus appears
lost to the forces of nimbyism, because at least in terms of habitat and species destruction, modern
subsidized agriculture is by far the most ‘environmentally damaging’ pattern of land use. Species
diversity may not do much for property values, but the exclusion of new houses certainly does. The
CPRE stance is very similar, by arguing for the rigid enforcement of Green Belts and other controls
the countryside is effectively balkanized into agricultural production, which as a result of massive
subsidies, first under the Agriculture Act and now the CAP, is by far the most destructive use
(Pennington 1996).
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Table 3 4 Planning Applications and Individual Membership of the CPRE : 1981/82 -
1991/92

Year Applications % CPRE
Received Granted
1981/82 372 86 23
1982/83 411 87 23
1983/84 430 87 24
1984/85 421 86 25
1985/86 432 85 27
1986/87 534 84 30
1987/88 598 84 32
1988/89 683 82 39
1989/90 628 80 44
1990/91 532 80 45
1991/92 511 81 45

Notes : Applications received and membership of group all in 000s.

CPRE figures are for individuals only and do not include local amenity societies - membership
covered by affiliation is approximately 560,000, see above, p.17.

Source : DoE and CPRE Annual Reports.

follows very closely, a phenomenon displayed in Table 3.4, which compares the
growth of individual membership for CPRE with the number of planning applications
submitted by private developers.

The membership levels of the conservation lobby, may be related in part to the level of
activity within the property market - though this is not necessarily a causal
relationship. When during the 1980s development boom, the number of planning
applications soared, so did membership of the environmental lobby and when in the
early 1990s property slump planning applications collapsed, growth in membership
for CPRE and came to an abrupt halt.

These data may reflect the presence of a substantial nimby element in environmental
groups or alternatively they may support the more general view that the demand for
environmental goods is income elastic (Anderson & Leal 1991). As incomes rise with
economic growth so does the demand for environmental amenity and when incomes
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fall during recession, demand falls with them. This view is further supported by
detailed empirical work on the membership profile of environmental interests, which
suggests they are predominantly middle class organizations drawing the bulk of their
support from those in professional and managerial positions (Lowe & Goyder 1983).

In addition to 'nimby' membership, the CPRE is given active support by a number of
other groups with a vested interest in the regulation of the rural land market. The NFU
and CLA are associate members as both derive rents from the artificial maintenance of
agricultural land and corporate groups including British Petroleum, Shell UK,
Enterprise Oil, Esso and Unilever, provided donations totalling £400 000 in 1993
(Annual Report 1994). The oil companies in particular, have a direct stake in the
preservation of subsidized agricultural land, with a significant farming market in the
form of fuels, drugs and fertilizers (Body 1984). Bureaucratic agencies such as the
Countryside Commission and English Nature, which are responsible for site
designation are also major supporters and in 1991 the Countryside Commission grant
of £68 000 was the largest single donation received by the group (Annual Report
1994).8

The political focus of CPRE mirrors the nimby oriented nature of its membership. The
three major lobbying efforts in the decade 1981-91, in addition to regular
representations on DoE planning advice, were the campaign against Green Belt
liberalization in 1983/84, the campaign against the ALURE proposals in 1987/88 and
the creation of the plan-led development control system in 1990/91. All of these
campaigns met with a high degree of success and it was a CPRE sponsored
amendment inserted during the final parliamentary stages of the Planning and
Compensation Bill (1991) which resulted in the new plan-led development control
system (Burton 1991, Marsden et al 1993).

The Planning and Compensation Act (1991) might be interpreted as the archetypal
piece of nimby influenced legislation. The requirement for all planning applications to
be judged in accordance with the local development plan has reduced the ability of the
building lobby to use the DoE appeals procedure and placed a new emphasis on the
local plan making process where nimby interest groups are highly mobilized.
Moreover, the new powers of plan self-certification, which removed the requirement
for plans to be formally approved by the DoE, have given local authorities additional
discretionary powers and in some cases have enabled planning departments to
virtually ignore national guidance. A good example is provided by the actions of

8 See Chapter 4 for a detailed analysis of bureaucratic incentives in this regard.
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Berkshire County Council in preparation for the 2005 Structure Plan. The DoE
advised that the county should accommodate an additional 48 000 new residential
units in the plan, but when the county proceeded with self-certification only 35 000
units were provided for in the final land allocation (Interview 11, District Planning
Officers Society). In this particular case the Secretary of State resorted to the use of
the residual 'call in' powers, but increased the allocation by only 3000 units, to

38 000.

In securing the growth of containment regulation, the CPRE is recognized as the most
successful of all the environmental interest groups. McCormick (1991) and Robinson
(1992) classify the CPRE as an ‘insider’ interest, with relatively privileged access to
bureaucratic organizations such as the DoE and local planning authorities, compared
to the lesser influence of ‘outsider’ groups such as FoE (Interview 4, Friends of the
Earth). Within this context the logic of collective action model offers a plausible
explanation of why the environmental focus of the town & country planning system
has been confined to the prevention of urban development, to the neglect of what
actually happens in the countryside itself. Put simply, the wider environmental lobby
is unable to mobilize sufficient numbers of individuals to campaign directly against
habitat and species losses inflicted by modern agriculture, because the per capita stake
in these issues is minuscule. Likewise, taxpayers are unable to mobilize against the
continual reliance on subsidised farming, because the costs are so widely diffused
across millions of individual payers. The benefits to be derived from the prevention of
urban developments in the countryside however, are concentrated on readily
identifiable, nimby based groups.

The logic of collective action model also offers a plausible explanation of why the
structure of land use regulation has increasingly focused on the protection of rural
sites and the concentration of new development in existing urban centres. As
discussed previously, it is in rural areas and especially small villages where nimby
interests accord most closely with the model of exogenous groups and where the rate
of mobilization is highest. In urban areas by contrast, anti-development interests are
less well organized because the population of cities is more heterogeneous and the
potential membership of groups tends to be larger, thus raising the relative costs of
mobilization.

A similar analysis may explain why it was that attempts to liberalize the planning
system in the early 1980s faltered first at the local level rather than at the national
scale. Thus, it is at the local government level where the preponderance of nimby
incentives allows the CPRE to attain a relatively high rate of mobilization, whereas the
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group did not even have an individual membership scheme until 1983, relying almost
exclusively on its network of local groups (Interview 3). Not surprisingly then, it was
at the Department of the Environment level where development interests were able to
exert proportionately more influence. In turn, it was the local uproar resulting from
the liberalization proposals which enabled the CPRE to capitalize on its nimby base
and to launch a national membership scheme.

The institutional incentives which allow CPRE to mobilize into a concentrated
lobbying force are undoubtedly a critical factor in the success of the organization,
however it is the nature of the rents available which underpins the basis of this
success. In particular, the designation of environmental sites falls clearly within the
category of indirect, regulatory wealth transfers discussed in the earlier section.

Environmental designations do not involve any direct transfer of monetary wealth as
is the case with subsidies, but by regulating the use of private property they do confer
concentrated benefits on key interest groups and disperse the associated costs. The
nimby oriented membership of CPRE is a highly visible group with a concentrated
interest in higher property values and private amenity. The losers on the other hand
are almost invisible, first because of a serious free rider problem and second because
regulatory transfers are subject to a high degree of rational ignorance.

The principal losers from restrictive planning controls are the marginal consumers
who are no longer able to afford the purchase price or rent of private housing, the
actual consumers of new residential units which are smaller and more cramped in
terms of space as a result of the higher land prices, the commuters faced with longer
journeys to work and the taxpayers who must continue to fund a subsidy dependent
agriculture (chapter 2). The losers from nimby legislation are a diffuse, endogenous
interest. Each of the many individuals affected loses only a small amount which is
insufficient to outweigh the substantial costs of organizing a large potential
membership. In addition in the case of housing consumers, the membership of the
group is subject to a high degree of instability as today’s marginal consumers may be
able to afford new housing tomorrow if their incomes rise.

More important however, it is highly likely that the losers from environmental rent
seeking are not even aware that transfers are taking place due to the pervasiveness of
rational ignorance in cases of statutory regulation. Survey evidence has repeatedly
shown that public perceptions of the proportion of urban to rural land in the United
Kingdom are almost totally divorced from reality. Cullingworth (1988) quotes a
survey which indicated that over 70% of the population believed that at least 65% of
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the land area is in urban uses, when the actual figure is a mere 11% (see also Evans
1991). Academic research may indicate that restrictive land use controls produce
higher land and housing costs, but given that many of the effects of regulation do not
show up in the monthly tax bill, there is little if any incentive for the average voter to
trace the source and magnitude of interest group exploitation.

The House Building Lobby

The house building lobby is represented by the House Builders Federation (HBF), the
Volume Builders Study Group (VBSG), the Building Employers Confederation
(BEC), the National Housing and Building Council (NHBC) and the Federation of
Master Builders (FMB).

These groups provide good examples of concentrated, exogenous interests and as one
would expect, are highly mobilized in terms of membership and financial
contributions. In 1994 the HBF had 3 500 members and an income of £5 million
derived from large regionally based firms or corporate multinationals, whose
combined output accounted for almost 80% of new housing construction in the UK
(Interview 5 & 6, HBF/ BEC). The VBSG consists of 8 mega-corporate concerns
including Christian Salvesen and Barratts.The BEC meanwhile with 12 000 members
is the largest employers organization in the country, including all HBF members
(HBF is a subgroup) and a range of other construction interests such as the road-
building lobby. The FMB had 10 000 members in 1994 consisting mostly of small
and medium sized firms operating on the local or regional scale (Interview 7, FMB).

All of the house building interests also employ selective incentives to firm up the
membership participation, the HBF for example, offers a magazine service and is a
member of the NHBC, which issues various design awards and charter marks and
hence provides a valuable marketing ploy. Equally, the federation’s technical
knowledge and expertise in the planning arena are often indispensable for firms
attempting to secure a place for their projects in the local plan process. It is however
the smaller firms represented by the FMB for whom selective incentives are most
important. With over 20 000 small building firms in the country, the sector has a
larger potential membership than the corporate interests represented by the HBF. In
order to secure members the federation has attempted to license entry into the sector
by developing a code of practice and using the FMB label as a guarantee against black
market firms operating outside the realm of statutory building regulations.
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For house building interests the rents extracted through the political process are
dependent on the rate of land release for residential purposes via the planning system.
As one might expect, all the developer based groups favour a greater level of release
than either the conservation or the farming lobby, but it would be a mistake to view
the building lobby as supporting levels of development which might be feasible in a
land market free from statutory controls. On the contrary, the ability of the house
builders and in particular the larger developers to extract rents is dependent on a
regulated land use system and it is control over the regulatory process which forms
the focus of lobbying activity (Rydin 1986).

House building firms require sites available for development as construction on
existing sites nears completion, so that the firms resources can be transferred easily
from one site to another (Goodchild & Munton 1985). Consequently it is necessary
for many firms to hold ‘land-banks’ of sites with planning permission. Obtaining
planning permission requires time and money to participate in the plan-making
process where potential sites are identified for release and later on individual planning
applications. The granting of planning permission for a parcel of land confers a
monopoly right on the owner as other potential sites are excluded from the land
market. Developers who are able to secure planning permissions for their land banks
are able to secure higher prices and profits than in a fully competitive market system.

In accordance with Stigler’s (1975) theory of ‘regulatory capture’, the corporate
builders favour a controlled system which provides permission to develop their own
land, whilst restricting access to land for potential competitors. Thus as Evans (1988)
argues, the bulk of profits derived from UK house building during the 1980’s were
not the product of building homes, but rather the monopoly gains from land-banks
with planning permission.

Given the importance of land-banks to the economic fortunes of the house builders, it
is periods of economic growth and property market boom which bring forth the most
vigorous lobbying by groups such as the HBF. As land prices soar due to restricted
supply developers lobby for greater control over the regulatory process in order to
reap monopoly profits from the controlled release of land which they own. In the
1980s this was exemplified in the setting up of a ‘New Homes Marketing Board’ by |
the HBF/BEC to advertise the case for greater land release (Interviews 5 & 6) and the
important role of the house builders in the formulation of DoE circulars 9/80, 16/84
and 14/85, all of which increased the involvement of developers in the identification
of new housing sites (Rydin 1986).
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A second source of rent seeking gain for the large house builders is derived through
the increasing exclusion of small firms from the housing market and hence a further
reduction in competition.The acquisition of planning permissions requires the use of
rent seeking expenditures in the form of planning consultancies, legal fees and the
costs of application and appeal. Smaller firms are at a disadvantage because resource
constraints limit the number of applications they can make, which increases the risk of
not obtaining any planning permissions. Larger, corporate firms are able to afford a
greater number of planning applications to spread the associated risks. This pattern is
reinforced because the costs of application and appeal do not increase proportionately
with the size of a development. The cost of a planning permission for a development
of 500 homes is lower per house than the cost of permission to build 5 homes
(Cullingworth & Nadin 1994, Evans 1988, 1991).

Small firms are often driven out of business due to the resultant land shortages and
between 1972 and 1974 almost 2 000 firms were lost (net), largely due to corporate
take-overs. As Table 3.5 indicates, the trend towards concentration in the building
industry appears to have continued into the 1990s. According to the NHBC, in 1992
the top 32 companies supplied almost half of total production, with each building 500
units or more. At the other end of the market there were more than 6 000 companies
building fewer than ten houses per year (Bramley et al 1995). Undoubtedly some of
the concentration may be accounted for by genuine efficiencies due to economies of
scale and the ability of large firms to spread the risks of production in what is often a
highly volatile market, but as Evans (1988, 1991) contends, the peculiar incentives in
the planning system which favour land release on very large sites must be a critical
factor, given the relatively low start-up costs for house building firms.

The advantages conferred on larger firms by the planning system appear to be
reflected in the relative strength of the building lobbies. Previous research indicates
that it is the larger building interests in the HBF and VBSG, controlling the bulk of
new housing production, which have exerted the greatest political influence (Rydin
1986). This pattern was confirmed by the present author's interviews which revealed
the HBF and BEC to have full-time political lobbyists and a specialist team of
planning experts, whereas the FMB simply did not have the resources to employ staff
for these purposes (Interviews 5, 6 & 7).

It is important, however, to recognize that the dominance of the large firms and there
ability to manipulate the regulatory process, stems from the way the planning system
has operated since 1947, rather than from any intrinsic characteristics of the housing
market. Prior to the advent of the 1947 act the building industry was highly diffuse,
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Table 3.5 Structure of the UK House Building Industry - Starts by Size of Qutput (%

Units 1977 1982 1987 1992
0 0 0 0 0
1-10 16 14 13 12
11-30 13 10 11 9
31-100 14 12 13 13
101-500 22 18 18 21
501-2000 35 17 16 18
2000+ Incl. Above 25 25 26

Source : Bramley et al (1995,p.89).

consisting predominantly of small and medium sized firms (Bramley et al 1995) and
there is no evidence to suggest that these firms had any great influence on the initial
legislation, at least when compared to the power of the agricultural lobby.

Rather, it was the conditions created by the 1947 system which facilitated the growing
dominance of large volume builders which have since mobilized into a powerful rent
seeking force.

As with the conservation lobby, the house builders attempt to control the regulatory
apparatus in order to extract indirect wealth transfers. Housing consumers who are the
losers from this rent-seeking behaviour are underorganized because of the free rider
problem and the high degree of rational ignorance associated with regulatory
transfers.The house builders are favoured by the fact that most of the losers from their
actions are an invisible, endogenous group. However, there is one exception to this
general pattern, which concerns the relationship between house builders and the
conservationists.

Although both of these groups benefit from restrictions on development, the
developers have a preference for higher levels of house building especially in
designated environmental sites. In this case the conservationists are a highly visible
group of potential ‘losers’ in the regulatory game and the ability of the building lobby
to maximize profits on land-banks is dependent on their relative strength vis a vis the
conservationists. Because both groups benefit from restrictive regulations it is difficult
to decipher which is the most powerful interest at any one point in time. However
given the centrality of land-banks to corporate developers and the importance of
discretionary planning permissions in order to extract rents, it is reasonable to assume
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that any moves towards a less discretionary planning system indicate a relative
weakness for the builders. This would appear to have been the case when the CPRE
secured the section 54a amendment to the 1991 Planning and Compensation Act,
which reduced the power of developers to achieve discretionary planning permissions
through the appeals procedure. At present it would seem that the potential for new
private sector housing development has been reduced below the already restricted

levels which the organized builders would support.

The Professional Lobby

The fourth set of interests in the political market for urban containment is the
professional lobby, consisting of the Royal Town Planning Institute (RTPI), the
Royal Institution of Chartered Surveyors (RICS), the District, County and
Metropolitan Planning Officers Societies (D/C/M/POS) and the Town and Country
Planning Association (TCPA). As professional organizations these interests are able
to license entry into the planning bureaucracy and are consequently immune from the
logic of collective action.

Founded in 1914, the RTPI is the state registered body for planners and under the
Royal Charter devises the skills and examination standards to attain corporate
membership as a professional town planner. In 1994 the Institute had an income of
£2.5 million and had 17 000 members, 70% of whom worked in the public sector
(60% in local government), 18% in private planning consultancies and a further 4% in
education (Interview 8, RTPI, RTPI Annual Report 1995). The RICS meanwhile,
represents a range of property professionals engaged in the assembly of land for
development and planning consultancy. Entrance into the property surveyance
profession is licensed under the Royal Charter and in 1993 the annual budget stood at
£16.2 million with a membership of 80 000 ( Interviews 9 & 10, RICS, RICS Annual
Report 1994).

D/C/M/POS are consultative bodies for leading local authority planners and the total
membership is about 500 all of whom are RTPI members (Interviews 11 & 12,
D/C/MPOS). The TCPA on the other hand is not a formally professional body and
has no powers of license. Rather it acts as an educational institute and a debating
forum for planners and most of its 600 individual members have professional status
alongside 223 local authority members (Interview 13, TCPA, TCPA Annual Report
1993).
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The professional lobbies have rent seeking interests on both the demand and supply
sides of the political process. On the supply side planning professionals are public
sector bureaucrats responsible for the enforcement of statutory land use regulations,
whilst on the demand side they have a direct stake in the operation of the property
market through the process of land assembly, private consultancy and a quasi-legal
role in planning applications and appeals. A substantial section of the subsequent
chapter considers the role of planners on the supply side through a detailed analysis of
bureaucratic incentive structures, so this chapter presents a brief overview of rent
seeking interests on the demand side.

Demand side rent seeking occurs through the manipulation of the regulatory process
in order to maximize the income stream of planning professionals by inflating the
demand for private consultancies, marketing and quasi-legal advise from those
engaged in the construction of property.

In order to achieve planning permission for their proposed developments, private
house builders must submit applications and appeals to the relevant planning
authorities and may be required to present evidence at a public inquiry procedure. The
professional planning bodies are a major source of representation for private
developers, with approximately 55% of all representations presented by chartered
town planners or chartered surveyors and the remaining 45% by barristers or
solicitors (Adams 1995, p.203).

The professions are able to extract rents from private developers and hence add to the
total cost of land use planning in two key ways. First, because all applications and
appeals are judged by professional planners, it pays to employ qualified planners as
representatives (Adams 1995) and given that entry into the profession is restricted by
chartered status, planning consultants are able to extract monopoly charges from
private developers. Second, because developers require expert knowledge of the
legislative process in order to achieve planning permissions, the professions can
extract rents by seeking to lengthen the planning process and to instigate more
complicated legal procedures which they themselves are then required to interpret.

The rent seeking fortunes of planning professionals are tied closely to the fortunes of
the development process and in particular the state of the property market. In periods
of boom the demand for planning consultants and legal advisors is buoyant as private
developers submit more planning applications and appeals in order to secure the
release of their holdings. For example, in the property boom of the mid 1980s,
Coombs (1991 quoted in Adams 1995) notes that the number of chartered town
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planners employed by private developers more than doubled between 1984 and 1988.
In periods of recession however, many private planners and consultants may suffer a
dramatic decline in their incomes as the demand for consultancies begins to run dry. If
incomes are to be maintained then the professions must look to stimulate the demand
for their services by lobbying for changes to the legislative apparatus which will
heighten the demand for private consultancy. Initial gains will be extracted from those
developers still active in a depressed market, but should the market improve then
incomes might be increased above those derived during the previous period of
growth.

Given these incentives it should come as no great surprise that the centrepiece of
professional lobbying during recent years was the major changes in national planning
legislation introduced by the 1990 Town and Country Planning Act and the
subsequent 1991 Planning and Compensation Act. The RTPL,RICS, D/C/MPOS and
the TCPA all joined with the CPRE in lobbying for the creation of the ‘plan-led’
development control system (Interviews 8-13 ), the implications of which appear to be
very favourable for professional incomes.

As noted in the earlier section the enhanced status of the local plan has increased the
significance of the plan making process and reduced the ability of developers to use
the appeals procedure. It has become essential for rent seeking interests to make their
representations during the plan making stage if they are to stand any chance of
receiving a subsequent planning permission.

As the plan-making stage has increased in importance so has the length of the entire
planning procedure and with it the demand for planning consultants and legal
advisors. It is not uncommon for developers to pay out as much as £500 000 for
consultancy and legal costs at a planning inquiry the average length of which
increased from seven weeks in 1989 to twenty two weeks in 1992, ie. following the
Planning and Compensation Act (Interviews 14, 15 & 16, Hillier Parker, Gerald Eve
and Weatherall, Green & Smith Planning Consultants, Cullingworth 1994, Adams
1995).

The rents extracted by the professional lobby during the planning procedure are direct
transfers where private developers are forced to devote resources to consultancy and
legal expenditures. These rents are subject to a low degree of rational ignorance
because the building lobby is itself highly organized and its members frequently
confronted with the effects of professional rent seeking. The larger developers
themselves benefit from consultancies to the extent that smaller firms cannot afford
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these additional costs, but when their own margins are threatened as planning costs
spiral, the big house builders campaign for a reduction in planning bureaucracy. The
HBF, BEC and VBSG have thus lobbied against the ‘plan-led’ system (Interviews 5
& 6, HBF 1992/1994 - unpublished submission to DoE Deregulation Task Force),
but appear to have been defeated by a coalition of the professional and conservation
lobbies.

Professional rent seeking is further protected because for the dispersed mass of
housing consumers the transfers are indirect and virtually invisible, where each
potential consumer incurs a relatively small loss as housing developers spend
resources on consultancy and legal fees rather than increasing the number, quality,
design and space standards of new residential units.

3.3 Conclusion : Urban Containment - Concentrated Benefits and Dispersed Costs

The public choice/ rent seeking theory of politics, predicts that legislative processes
will be dominated by the lobbying activities of organized interest groups. If a group
undertakes a loud campaign in favour of a particular program, while the opponents of
the program stay quiet, then the program will be adopted. It further predicts, that
organizational success tends at least in part to depend inversely on group<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>