Using Planning Fees to Make Change-makers Pay for Change

A response to the Government’s Consultation on Planning Fees

by Tony Vickers

Summary. This response does not attempt to deal with all the factors set out in the consultation paper. It solely addresses an issue which many consultees may not be aware of or, if they are, may not think is appropriate to raise in this way: the need (perceived by many in the Knowledge Industry) to find a fairer way of paying for the continuous updating of public information about the built environment. The author hopes that Government will consider the proposal here as an idea worth pursuing as a matter of some urgency.
1. Maps would not need updating if there was no development taking place in the human environment. One of the principles of sustainable development is that those who create change should, where possible, pay for the costs that such changes inflict on others. This principle underlies Planning Obligations and the system of planning fees, which is designed to ensure that developers  - and not the council tax payers in general - pay up-front for the estimated cost of processing their applications.

2. Intrinsic to development is the production of plans related to maps of the location where the development is proposed. It has become common practice for local planning authorities (LPAs) to digitise details of larger developments into their geographic information systems (GIS). This then becomes a separate ‘layer’ of data in the GIS pending the receipt of fully verified ‘as built’ information from Ordnance Survey (OS). Sometimes this planned development or ‘pre-build’ data is obtained by OS from developers themselves, who increasingly use GIS in preparing plans. 

3. Pre-build data is often needed by other agencies within and outwith the LPA as part of planning for delivery of other services. Usually OS itself tries to obtain plan data from larger developers, sometimes via the LPA, sometimes even accepting developers’ own as-built data into the national database after suitable checks. The LPA, either through its development control or building control functions – or both – is often a conduit for processing pre-build data. 
4. In particular, LPAs have statutory responsibility for street naming and numbering (SNN) of new properties, for which they receive no funding, even though SNN data has to be supplied free of charge to Royal Mail (RM) before any properties are occupied. RM then sells this Postal Address File (PAF) update data on to OS, who geocode it and sell it back to LAs
.  All of this is triggered by planning applications.
5. Even within the planning function, there are increasing pressures on Authorities to be able to supply ‘authoritative’ update information in the age of GPS and Google Earth. Citizens and businesses supplying location-based services expect increasingly high standards from both OS and local councils. This justifies bringing forward in the development cycle the transfer of money from ‘change maker’ (developer) to associated service provider.

6. Section 53 of the Planning and Compulsory Purchase Act 2004 allows fees “in relation to any function of a LPA and matters ancillary to those functions” to be charged. This would seem to allow LPAs to charge for the function of either the LPA itself or of OS or its agents in obtaining information needed to update its databases, in respect of the development proposed. This money could be held by the LPA - as happens with Section 106 (S106) developer payments – and released to OS when development commences or at some other ‘trigger’ point in the development cycle.
7. There are precedents for LPAs to collect and hold money on behalf of other public agencies: some LPAs include community health facilities within S106 moneys paid to them by developers as part of the planning process, passing the money to Primary Care Trusts in due course. However there may not as yet be precedents for LPAs to collect money on behalf of a national agency such as OS.

8. At the present time, there is considerable and urgent debate on the matter of the financing of trading fund executive agencies such as OS. Since the Planning White Paper was published this May, a report for Cabinet Office Strategy Unit (Mayo and Steinberg 2007) and Government’s response to it (Armstrong 2007) have both been published. Government has undertaken to carry out a review of the economic impact of alternative business models for certain trading funds whose main activity is the holding and maintaining of public sector information (PSI). OS is the largest of these PSI Holder (PSIH) agencies and so dominant in its market place as to have recently attracted an unfavourable report from the Office of Fair Trading (OFT 2006). This is largely what led to the The Power of Information report and the Cabinet Office Strategy Unit study now under way.
9. The current business model for OS, which enables it to contribute a net inflow of funds to HM Treasury, relies almost exclusively on payment by map and data users. Unlike Her Majesty’s Land Registry (HMLR) and the Driver & Vehicle Licensing Agency (DVLA), there is no tradition in OS of making those who are responsible for creating work on maintaining currency of its PSI pay for that work. However, as these other examples indicate, there is no prima facie reason not to do so.
10. This is not the place to discuss the merits of various possible OS business models as compared to its current one. However the key issue for OS is that most alternative models discussed would result in its funding being decoupled from its business processes, so that even if its turnover and volume of sales increased substantially this might not be reflected in its ‘bottom line’.

11. What the proposal in this paper does is to suggest that a significant proportion of OS revenue could be obtained ‘upstream’ in the data supply chain from those who create the need for it to undertake database maintenance work in the first place, thereby enabling it to reduce prices and hence costs to data users. Almost all analysts agree that the result should be an increase in the total volume of business in UK geographic information (GI), which is now OS’ main product range. Prices for OS products and services would reduce without need for OS to again be dependent on Vote funding from general taxes.
12. The planning fees consultation document suggests that Government is likely to raise charges for developers by a larger amount (in real terms as well as percentages) than ever before. However the cost of obtaining planning permission will still be relatively small in comparison to the cost to developers of the development process overall. Moreover the cost of GI to developers (direct and indirect) is of the same order as the cost of planning fees, so that if the “OS Supplement” proposed here results in a reduction in OS prices and licence charges for use of GI, then the net effect for developers will be less than might  at first seem the case. It might even be a cost reduction overall. Instead of paying a small fee every time a developer uses or views map data, they will be paying once only for having caused the OS database to change – plus smaller fees for subsequent uses of the validated changed data.
13. Local authorities are themselves major users of GI. Typically a LPA will employ skilled staff, equivalent to half of a full-time post, doing little else besides managing the OS contract: accounting for use by the Authority and its partner agencies of data supplied to it by OS. The current OS business model involves a considerable overhead for LPAs, which the study for CLG by Arup and Addison (2007) does not identify other than as part of “IT including data”. Adopting an OS Supplement to the planning fee might enable the standard OS/LA contract to be simplified and result in no net increase in administrative overhead costs for LAs. 

14. It is not possible to discover from the OS Annual Accounts how much of its operational costs are incurred in keeping its databases up-to-date. One of the major criticisms of competitors and customers is that OS does not produce public accounts that enable anyone to prove whether its claim that there are no cross-subsidies between activities is true. OFT (2006) says that there should be separation in OS accounts of ‘core’ (public work) activity, such as database maintenance, from ‘value added’ production work.
15. If it is assumed that the entire contribution to OS’ accounting “surplus before dividend payable” of £6.7m in 2006/07 (OS 2007) is equivalent to its cost of incorporating new development data
, then this equates to 12% of gross planning fee revenue after a 40% rise (Option 2 in the Consultation). In the last full year when Treasury did contribute to OS funds, via the National Interest Mapping Services Agreement (NIMSA) in 2005/06, NIMSA comprised £11m. The ending of NIMSA must have resulted in a greater need for OS to obtain revenue from sales and copyright, so use of this OS Supplement to planning fees to replace some of the NIMSA income should reduce financial pressure on GI users, including LPAs.

16. In the absence of accounting evidence of the cost to OS of incorporating change information “ancillary to” the functions of LPAs in processing applications to make those changes on the ground, it is necessary for someone with experience of both areas of work to make an informed guess. The author has worked both at OS and in a LPA. It does not seem unreasonable to suppose that OS might have to spend about one seventh of the amount spent in LPAs, or one eighth of the entire cost of approving and monitoring development.

17. Whereas it might be appropriate for each LPA to be allowed to set its own charges for planning fees, perhaps according to the level of service it offers, it would certainly not be appropriate for an OS Supplement to vary between LPAs. There has to be a standard national (GB-wide)
 level of service by OS and therefore a national scale of charges for this Supplement, set by negotiation between OS and LAs. The Local Government Information House (LGIH), which handles the ‘information business’ of LAs, would seem the appropriate agency, along with the Planning Officers Society. OS has its own internal methods for forecasting work levels involving anticipated changes on the ground, known [formerly] as House Units. These discussions might lead to improved efficiency in the supply of change information, which often comes when costs are made to fall where they lie.
18. In conclusion, there has probably never been a better time to consider funding OS’ database maintenance work largely from a supplement to planning fees. There is a wider policy imperative to consider such a proposal, brought about by the EU Directive on PSI and resulting UK PSI Regulations and by legal challenges to OS’ monopoly status. When a large increase in planning fee charges is being recommended by Government already, albeit as a ‘catch up’ after years of below inflation rises, it will be less noticeable to the development industry that much of this is going to be passed on by LPAs to OS. It is therefore recommended that a 40% rise in charges is accepted, but with a significant amount of this rise ring-fenced as a fixed national charge or “OS Supplement” levied on all developers, probably based on the OS “House Unit” estimates of work, at the time their applications are submitted. This money would be passed to OS when construction work commences.
References.

	Mayo E and Steinberg T (2007) The Power of Information Report for Cabinet Office Strategy Unit http://www.cabinetoffice.gov.uk/strategy/downloads/work_areas/power_information/power_information.pdf 

	Armstrong H (2007) Response to the Power of Information Report. Cabinet Office http://www.cabinetoffice.gov.uk/strategy/downloads/work_areas/power_information/power_information_response.pdf 

	OFT (2006) The commercial use of public information: OFT861 Office of Fair Trading http://www.oft.gov.uk/NR/rdonlyres/25E7503B-7631-4D60-81D2-

979B4BA8C9C7/0/oft861.pdf 

	OS (2007) Ordnance Survey Annual Report and Accounts 2006-2007 HMSO, HC715 9 July 2007

	Arup and Addison (2007) Planning Costs And Fees: Report  Arup and DCLG May 2007 http://www.communities.gov.uk/pub/666/PlanningCostsandFeesReport_id1510666.pdf  


� The author is a chartered surveyor who has worked on geo-data policy issues for 25 years, including two years as Ordnance Survey’s first Digital Data Marketing Manager 1981-3. He has a Masters Degree in Information Systems and is currently completing a PhD at Kingston University School of Surveying (see � HYPERLINK "http://www.landvaluescape.org" ��www.landvaluescape.org�) where he was this year appointed Researcher on a Scoping Study of the National Land Use Database (NLUD) – a contract with English Partnerships. He has been Chair of a Local Authority Planning Committee in West Berkshire and is currently a member of that Council’s LDF Task Group and Chair of the Local Government Special Interest Group of the Association for Geographic Information (AGI). AGI has not submitted a response to this consultation: the subject did not at first appear relevant and AGI was not alerted to it.


Contributions to this response were made by: Professor Peter Dale, a former President of the World Congress of Surveyors (FIG), now living in Scotland; Gesche Schmid, former Head of GIS at Medway Council; and Kristin Warry of Swindon Borough Council, fellow members of AGI. Comments should be addressed to � HYPERLINK "mailto:tonyvickers@phonecoop.coop" ��tonyvickers@phonecoop.coop� 


� LAs collectively own the National Land and Property Gazetteer (NLPG), which is also a publicly funded process needing continuous work to maintain its currency. This too could be financed on the same principle, although hitherto its development since 1999 has been justified by the internal cost savings experienced by the public agencies which contribute to it. Lately OS has been competing with the NLPG, which is one reason why the debate over OS funding has become urgent (see � HYPERLINK "http://www.freeourdata.org.uk" ��www.freeourdata.org.uk� ) 


� There is no logical link between the size of the ‘surplus’ and the cost of database maintenance. However in the absence of any other figure from OS Accounts it is assumed that, whatever transpires from Government’s review of OS pricing policy, Treasury will expect the surplus to remain of the same order, should OS be required to reduce its revenue from product sales and licensing.


� Because OS covers the whole of Great Britain, there would need to be similar arrangements for Wales and Scotland to those proposed here for England. Northern Ireland has its own Ordnance Survey under a different Vote.
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