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Abstract
Government policies are designed and implementedaaty spatial
levels. Even explicitly ‘spatial’ policies such &nd use planning,
however, have historically often been implementsdfahe spatial
level of decision making/implementation was irr@let/to the success
of the policy. This paper asks whether one cantiigyespatial levels
appropriate for different categories of policy.ldbks specifically at
three ‘spatial’ policies, land use planning, loeabnomic development
and transport. | argue that there are four basiiptes to guide the
choice of spatial level at which to design and enpént such policies.
The first is that conditions vary across space ayswthat mean that
specific policies need to be tailored to regional ocal
circumstances. The second is that the geograpdriealover which a
policy’s benefits can be accessed should, so faoasible, coincide
with the area over which its costs are incurredefivar direct or
indirect or non-monetary costs) so effects arermatiéesed. Principle
three is to identify any significant economies @fle or scope
affecting the policy area. Principle four is to mtié potential
synergies and co-ordination challenges within aativben policy
areas, so that as far as possible the policiedbearn-ordinated in
their implementation. Clearly these principles o€ categorical and
gains in terms of one may have to be offset in seahcosts from
not fully meeting others. Equally there may be gek where more
than one spatial level is appropriate. But thinkitigough the
implications of these principles should help us enbktter decisions
about the level at which policy interventions shlibbke determined
and implemented. Applying them may conflict witmsstraditional
ideas, such as the Tiebout principles.

Key Words: Policy Implementation; Land Use Planning; Local
Economic Development; Transport Infrastructure;t@p&pillovers

1 Introduction

Government policies are designed and implementechaty spatial levels: at the truly
international scale — for example, trade policiegglobal regulation; at the supra-national
scale — for example, polices of international gingp; some, such groupings of nations cover
only development or trade, but some cover far nfietds, as in the European Union. Some
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policies are designed and implemented at the raltiemel — typically defence, legal systems
or fiscal policy; and some at the sub-national levEhe spatial level at which a particular
policy is formulated or implemented is not just attar of chance but does seem to have a
considerable purely random component about it. \ee polices are frequently formulated
at one level of government, often national, butlengented at another, for example, regional
or local.

Indeed policies frequently occur at more than quetial level. In the European Union, for

example, financial policies and management of thiekimg system are the responsibility of
both national and supra-national bodies. This fiecélely the case in the US, except in the
US, it is seen as being at the national and reg&oaes. Education policies typically have a
national framework and regional and local impleragoh as well as local elements of

design. In some countries, local or regional gonents have great autonomy with their own
fiscal capacity as well as powers to design andempnt their own policies. In others, local

government derives virtually all its revenues froemtral government and acts as little more
than central government’s implementation agency.

Many types of policy have an intrinsic spatial dims®n. Many, for example, are services of
some kind which necessarily require that the recipof the services — education, health care
or social services, for example — receives thersgretlly. The result is that they have to be
distributed locally where people live. Other pulpalicies are even more ‘spatial’ in that not
only do they have to be designed to be implemelateally but they also directly influence
the pattern of spatial development. It is theseesypf policy that | am singling out in this
paper: most obviously transport policy, policies llmcal or regional development, and land
use planning or regulation policies. Most such tigbapolicies, in the UK as elsewhere, have
grown up piecemeal over time, often ina&h hocmanner or as a political response to some
pressing problem. Systematically assessing thgicdb consistency and their relationship to
current analysis of spatial economic processemig dverdue.

Given the haphazard way in which spatial policiagengrown up a recent British initiative is
surprising and welcome. The most powerful and egocaly informed ministry, the
Treasury, has launched a review called ‘Levelsntérivention’, the aim of which is to re-
think them coherently and on the basis of firsngiples. This has considered individual
policy areas — there have been two reviews alreddlye Land Use Planning system (Barker,
2003, 2004, 2006a and 2006b) and more recentlywiaweof transport policy (Eddington,
2006). The Levels of Intervention review is asstadawith these since both sets of reviews
highlighted the lack of coherence for policy of tkeatial units at which they were
implemented.

If we look at the roots of spatial policies — nastjin the UK — we can see how piecemeal and
ad hoc their origins and design are and how this is s#lllected both in the policies
themselves but also in the levels of government g@olgraphic units at which they are
implemented. With the possible exception of tramspolicy, they originated in an era when
there was a much stronger belief in state direcéiod what could be achieved with central
planning. We can illustrate this by looking at thregins of three of the most important types
of spatial policy: regional development, concernetth regional inequalities; urban
regeneration/neighbourhood policy; and land usarmay. In the UK, regional policy can be
traced back to the report of the Barlow Commisgit®40). This was strongly influenced by
the then new ideas of Keynes and the threat tprbsperous south and east of England from
enemy bombs. A major part of the report and it®memendations was concerned with the
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strategically dangerous ‘overconcentration’ of teses in the rich south and east and the
need to protect the new industries, especiallyairand munitions, from exposure to attack
from Germany. A similar motivation underlies Freri@rowth Pole’ policy and the creation
of the French (now European) aerospace industiypirouse, in South West France. Why is
the second most important concentration of thesgpar@e industry in the world concentrated
in Toulouse? Because between the two World Wars)olise was the French city furthest
from Germany which had a significant university aadgineering industry. This was
reinforced during the Gaullist era in the late 196th the decision to invest heavily in a set
of complementary industries and agencies in Towodssignated a Growth Pole for
developing a poorer region. Reasons for policlesnge but the aims of the policy are
strangely familiar. The EU now has its own spagiEinning policy, the European Spatial
Development Perspective (ESDP, 1999) with the caent of reducingoverconcentration’ -
now seen as the enemy in its own rigl@ver concentration is, of course, precisely the
degree of concentration which is undesirable. & idetorical device rather than a scientific
judgement. All concentrations of activity — morangparently called ‘cities’, ‘city-regions' or
‘urbanised regions' - represent a trade-off betwiencosts of concentration - such as higher
space costs, congestion, or pollution — and theefienin the multifarious aspects of
agglomeration economies and widening choices. Aersorentific question is whether what
we observe represents an economic and social optijnu

Land use planning in Britain is still based on #8847 Town and Country Planning Act — part
of post WWII reconstruction. This expropriated ‘é&pment rights’ of all owners of land
except the Crown. Although one of the aims of aisriders — to establish the state as the sole
developer — has been abandoned — the powers tmkdetelopment have been enhanced
over the years since 1947. One can clearly see tha last surviving structure of Fabian
Socialist utopianism in the UK and it still implili enshrines a belief in a benign and
efficient central planning system.

Urban regeneration policy started as a politicapomse to central city riots, initially in
Detroit in 1967 or in the Los Angeles neighbourh@bddVatts in 1968. In Britain, the themes
were taken up in the Inner Area Studies (Departroénibhe Environment, 1977) and policy
makers went into overdrive after the riots in thendon neighbourhood of Brixton and in
Toxteth in Liverpool in 1981. The policies that wemplemented, however, were essentially
political and not based on any scientific analggitiow cities worked, what they contributed
in economic and social welfare terms or how soaral economic segregation or exclusion
related to the wider causes of social inequality.

Transport policy has grown up somewhat differertiypart, this is because it is mode-based
with a plethora of agencies for both rail and bused roads but none with any role for co-
ordination. Both bus and rail policies until thavatisation of rail and the deregulation of
buses during the Thatcher era, embodied a socialesal. The railway system was
nationalised and many bus companies were muniem@irprises. In addition, there was, and
still is, a separate Highways Agency, responsibtelie major road network; a national ports
authority and varying arrangements for airportse Tésult was a total lack of co-ordination
between modes; and between transport infrastruptengsion and development.

Privatisation and deregulation of the rail and inakistries was done more on ideological and
political grounds than any thought-through redesignof the system to improve co-

ordination. In the process valuable network ecomsnhave been lost and co-ordination
between modes has become even worse. It appeasthlpothat at least some of these
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deficiencies in basic policy structure design wél addressed following the Eddington Report
(Eddington, 2006).

What all these policies lack is co-ordination bedwepolicy arenas and agencies and
intellectual coherence or an adequate base in msgdd here is little acknowledgement either
of the role of markets or of the implications ofoblems of market failure. There is no
consideration of the interaction of the policiesthweach other and with other policies.
Planning of land use is, of course, a vital funttiband markets have many imperfections
and unless they are subject to regulation it iskah} that they would produce a socially
optimal outcome. There are interdependencies legtwises of adjoining parcels of land that
create significant problems of externalities; thare important classes of public goods such
as amenities, open land and wild life habitats whiceans land markets without public
intervention would be unlikely to supply a sociatigtimal quantity of such land; and there
may be a valuable contribution to the quality o# thuilt environment, planning can make.
But a central feature of land use planning is thigtabout the allocation of a scarce resource:
private space in gardens and houses and spacedooraic activities. Thus, it controls the
supply of a range of scarce ‘goods’ and so hagrifgiant role in determining prices — of
houses and urban land for private and commercial ¥st the British system of land use
planning — in common with most others — actuallycledes price information from
consideration in making decisions about how muold k& release for categories of urban use.
If not enough land is released relative to the dedrfar it, this inevitably drives up prices.
But this is information planners are not only natage of but which, in the UK, they are
specifically excluded from taking into account. Jhureates a whole range of problems not
only of a directly economic type but for the plamiprocess also, since it increasingly drives
the political process within which British planngas least, have to act and decide.

While | am particularly drawing on the case | knbest, the UK, this is put into a wider
analytical and institutional context. The princplénvolved may be universal in their
application but institutions and context vary inpiontant ways. It is instructive to analyse the
ways in which analytical principles interact witkstitutional arrangements to imply differing
outcomes of emphasis in different contexts.

2 The Tiebout tradition

If we want to think more coherently about the magpropriate spatial units at which policy
decisions about the provision of local public goads made, Tiebout’s analysis seems a good
starting point. Tiebout (1956) is one of the mos&dely cited papers in spatial economics or
local public finance. Its motivation was to providgossible solution to the problem of how
to provide appropriate types and quantities ofgllppublic goods: outcomes people valued,
provided by government but for which there wereeffective markets. The analysis applies
to local public goods, in that it is confined toetlelass of policy-provided ‘goods’ the
consumption of which is determined by the local adstrative jurisdiction in which a person
lives. Given certain assumptions, then, by votinighviheir feet and choosing their local
community on the basis of the offer of local pulgjamods and taxes it provides, it can be that
optimal quantities and varieties of local publiode will be provided.

This was an important and influential paper andrésults need to be borne in mind.
Competition between local governments is potentiallelfare improving and socially
beneficial. To achieve this it is necessary to haveelatively large number of small
municipalities in any given larger urban region. iyyuments should always be interpreted
against this background. The problem is that Ti€baesult depends on strong conditions. It
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requires that i) there is local self determinatigth respect to the quantities and types of local
public goods to provide; ii) people are free to mdrom one municipality to another and at
low cost; iii) that the local public goods providace paid for out of local revenues; and iv)
there are not significant spillovers or externafitibetween the policies paid for and
implemented in one local municipality and the wedfgwhether because of a spillover of
benefits or of costs) in other local communities.

The principles deriving from Tiebout’s analysis Bawniversal application; but institutional
arrangements and types of policy vary widely. Mtiven most countries, the US meets the
necessary requirements for the ‘Tiebout outcomdig@ powerful guide to policy. Not only
are people free to choose exactly where to live rhating is low cost by international
standards. Local and State governments have stibst@md guaranteed autonomy and fiscal
capacity. One result is that types of policy andele of local taxation vary widely by
international standards. If you want to you cam lis a community that in principle has no
land use regulation by public policy; or in commnties with tough zoning and growth
boundaries. But the conditions allowing the ‘Tieb@mutcome’ to dominate show great
international variation. At some extremes, localggoments have almost no fiscal capacity
and very limited power to determine local polici@hey are virtual agents of national
government. In some countries, people have litiae about where they live.

This is a matter of facts: what powers and fiseglacity do sub national governments have
and how easy and cheap is movement between comesuriitiere is also a more analytical
issue. Central place theory identifies the ‘rangegoods. Losch analyses this in terms of
economies of scale in production interacting wistahce costs, associated with consumption
— whether transport costs of the goods themselves$ people to get to the point of delivery
for services. Central place theory argued thatethaas systematic variation in the ‘range’ of
individual goods and services and that this vamaijenerated the forces that led to there
being a hierarchy of urban places. Goods and sswath higher ‘ranges’ (higher order
goods or services) had larger market areas and pvedeiced in higher order central places:
bigger cities. Central place theory has its cribas some of its central insights are powerful
and are embodied, for example, in the New Econdeicgraphy.

But they also apply to the provision of (local) pabgoods. These, too, are likely to be

subject to differences in economies of scale. @bptovision will fall and efficiency will rise

in larger and more specialised units, perhaps agtijlomeration economies associated with
their production. This will not be true of all ldgaublic goods and the importance of such
economies of scale or agglomeration will vary betwéhem. Equally accessing local public
goods may be possible at widely differing distancgsme, for example clean and secure
streets, may be capable of being produced and sexted the very local level. That may be
one reason for the growth of gated communitiesherpgopularity of high-rise apartments in

dangerous cities such as San Paulo. Effective gecprschools require a larger population
(and the more specialised they are, the larger gbptilation may need to be) and can be
accessed for a given cost at greater distancecdrakindergartens.

I will argue below that the three types of policyam calling ‘spatial’, transport, local
economic development and land use planning or atigal typically have extensive
geographical effects and are subject to signifiemonomies of scale. The application of strict
Tiebout arguments, therefore, requires such pglimebe implemented at larger spatial scales
than is the case for policies designed to provatall public goods which have a restricted
range. But there are also costs associated withiplyihg levels of government. This means
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whatever spatial pattern of government levels we @m with is likely to be a compromise.
Nevertheless, there are some general principlesppdy and there may be more effective
ways of securing more optimal spatial scales witmoultiplying government units.

So, based on these considerations, what generadiglegs can one identify to guide us in
choosing the most suitable geographic scale athwtacimplement policies? There would
seem to be four:

1. The first is that conditions vary across space ayswthat mean that there is a
plausible case for local tailoring of policies &gronal or local circumstances.

2. The second principle to take into account is thedrte identify the geographical
area over which a policy is likely to impact or bawosts and over which its
benefits can be accessed and, therefore, the awtartich there are likely to be
spillovers at particular spatial scales.

3. Principle three is to identify whether there mayskgmificant economies of scale
or scope affecting the policy area.

4. Finally, principle four is to identify potential sgrgies and co-ordination
challenges within and between policy areas. For mg@ economic
development may require physical development, dholy building transport
systems. This may seem blindingly obvious but frextacle of support for more
jobs and opposition to any building is a common on8ritain because of the
failure to align incentives or make decisions cagpropriate spatial units.

3 Land use planning

Let us look at how these principles might applg&zh of the three types of ‘spatial policy’ |
have identified The list is not necessarily exhaustive. For exampleighbourhood
regeneration policies are expected to have spesgatial economic and social impacts but |
will not look at these in what follows. One couldaaprobably argue about other specific
types of policy. | would just claim that land uskanming or regulation, local/regional
economic development and transport are the threst wlovious) . The first condition would
seem to apply to the provision of all local pulgmods and need not greatly detain us. When
we look at land use planning with the second ppilecin mind, there are important — | would
argue vital — issues concerned with the spatidesafaspillovers because the spatial extent of
costs is local but the impact of policies may b&esive. There are also significant issues
related to economies of scale or scope; and thereextainly important synergies between
planning policy and other policy areas so a comalule need to co-coordinate across policies
areas.

Land Use Planning: arguments for and against deivaiu

There would seem to be two primary reasons in faedaecentralising decisions about land
use to local governments. The first is the genprasumption that there are gains from
increasing choice in the provision of local puldicods. Land use planning is significantly
about providing such local public goods: the tyde(lmuilt) environment, the extent of

preservation of public open space or wildlife hatsif for example. This is the well

established Tiebout (1956) argument outlined ab®tes is a powerful argument but is valid
if and only if ‘externalities’ are fully internaksl in decision making. As | argue below, this
condition is almost certainly not met — becausepohciple two — the spatial scale of
spillovers has to be appropriate for the geographihe tier of government implementing a
policy. Both costs and benefits need to be intésadlin decision making.
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There is a second reason for devolving planningciesl to a local level and that is that
conditions do differ between geographic housing eead estate markets. As already noted
planning is about many things; but it is importgrgbout the allocation of a scarce resource:
land for urban purposes; land for living space. Bed and supply conditions for
environmental goods, for planning produced amenited for space show great spatial
variation. Supply of these amenities is mainly dateed by nature - for example beautiful
landscape or coastline. But demand is mainly dets@nby incomes (see Cheshire and
Sheppard 1998).

For example, we find estimates of the income al@égtof demand for accessible open space
to be close to 2 (Cheshire and Sheppard, 1998ro8sider the ‘value’ placed on publicly
accessible open spaces such as Epping Forest, @amoteserve such as the High Tatras, a
heritage coastline or a National Park, such asaiBig Lake District. Epping Forest is a
pleasant but not particularly remarkable area dfwebodland which drives a wedge into the
north eastern fringes of London: the Lake Disttmhtains some of the most beautiful scenery
in England and was the major inspiration for onewfgreat national poets, Wordsworth, and
for one of England’s classic children’s writers,aéx Potter. Both areas are protected by the
planning system; both are highly valued. But th&d ®istrict, like the High Tatras, is
comparatively remote from population and is valbedause of its intrinsic qualities which
draw people to visit it from all over the world. [iipg Forest is valued because of strong local
demand (and comparative scarcity of local suppy)aimenity open space in one of the most
heavily populated and highest income areas Eur@pespatial variations in demand, as well
supply, for space and amenities needs to be taiteraccount in local planning policy.

Nevertheless, there is a significant role for naic- perhaps supra-national — standards. Just
as it might reasonably be argued that access tocaéidn should not vary according to where
within a country a person lives, so it seems realslenthat all citizens should be safeguarded
by similar environmental, safety and design stasslaHowever, there is also an important
equity issue to consider. Might it not be arguedt tielative to incomes all citizens should - so
far as possible - have equal access to housing&t @ast that policy should aim towards
equalisation of the *hedonic’ price of housing iatites relative to incomes across the whole
country? Apart from equity issues this would impramterregional labour mobility and help
labour market flexibility.

As well as this argument for national standardetgrregional equity grounds, affecting both
environmental and design standards but also pribeame ratios, there is also an issue —
usually neglected - of intra housing-market equitgnd use planning produces important
classes of amenities or local public goods — mbstausly open space. Research shows that
the benefits derived from most types of open sjj@ceepting international attractions such as
the Grand Canyon or the Alps) are local and dedapdly with distance. If your house
overlooks a park, you have a significant benefi dns reflected in the market price of your
house. If you own a house surrounded by open fawinthat, too, yields a benefit and the
value of that benefit is reflected in the marketerof the house (see Anderson and West,
2006; Cheshire and Sheppard 1995; or Irwin, 208B)vever, the evidence of these studies
also shows that amenities can only be consumedcéssible (e.g. urban parks; ‘greenbelt’
protected by growth boundaries). Realising thiso aisiplies that the ‘goods’ planning
produces, while provided by public policy, are eiffntially consumed by the affluent. This is
most true of the open farmland at the edge ofscptiduced in Britain by the planning policy
of ‘urban containment’ (or in Oregon by the grovstbundary). The benefits from this policy
accrue only to the owners of edge-of-city or ‘pdsan’ houses or houses built before
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planning policy came into force after 1947 and ri@wing exceptionally high market prices.
Since these are almost by definition the homeshefrich, public policy is systematically
redistributing real welfare and asset values tontbalthiest (Cheshire and Sheppard, 2002).

Land Use Planning: the spatial scale of spillovers

This, in my judgement, is the most significant peob with land use planning and a powerful
argument for devolving decision making only witlegr caution; and even then only to spatial
units of government within which both costs anddigs of development are captured. As we
will see this is not an easy task.

This need for caution arises as a result of twesygpf consideration. The first is the argument
originating with Fischel (2001) about the politi@donomy of planning decision making. As
home ownership and real house prices rise, housamie increasingly significant as a part
of people’s financial assets. As financial assttsy have unusual characteristics: they are
totally immovable and highly illiquid. Moreover, dh value incorporates - via the processes
of capitalisation already outlined - the value ol &e amenities, neighbourhood
characteristics and local public goods to whichirtheecise location gives them access. The
only way people can protect the value of their haysssets is by trying to maximise the
value of these locational attributes — so, as gopteven without children, they vote higher
taxes for better local schools (Hilber and May@®04); and, above all, they vote for planning
authorities who will protect them against developine

The second consideration is the differing spataige of the costs and benefits of physical
development. For nearly all development the costsvary local, whether these are the costs
of disruption, congestion, noise and pollution dgrconstruction or the loss of amenities and
in asset values after the development is comphbatar(in mind the point made above that the
‘value’ of open space as capitalised in house prisevery localised apart from a few
exceptional cases).

The geographic range of the benefits, howeveryels/ considerable — even for house
construction the benefits will affect all residenfsa given spatial real estate market which is
probably best conceptualised as a Functional URegion We can adapt DiPasquale and
Wheaton’s (1996, p. 24) definition of a geographreal estate market: a geographic /spatial
housing market is the area which ‘encompassesoalbing units that are influenced by the same
economic conditions’). The benefits are in the form of small improverte in job
opportunities and incomes and small reductionseéncbst of housing. This last is particularly
significant for non-home owners who tend to be poass a group than existing home owners;
and for the young relative to the old. The relati@ege of these costs and benefits moreover,
will vary with the form of the development. A smalktension, or a single house in a newly
subdivided lot, may have a very limited impact émnts of both benefits and costs; so not
much is lost if decisions are taken at the locatélleAt the other extreme, a major transport
development, such as a new airport, will have beneft least at the regional scale and
frequently at a wider scale still. In the notoriczase of Terminal 5, at London’s Heathrow
airport, it is reasonable to argue that the besefiere at the national scale. Yet the initial
planning authority was the local community, the ®&agh of London in which Heathrow was
mainly located. For a substantial new housing dgwekent the benefits will certainly be at a
regional scale.

A final point is the individual size of the benefiand the costs. The costs are substantial per
affected individual while the benefits are very #rmpar individual but spread over very large
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numbers of people. So we have a situation analogote arguments for free trade: there we
need to balance the significant losses of a smatiber of producers from, say, opening up
textile trade to Chinese imports, relative to tleedfits to all consumers from lower prices for
clothing and other textiles. Because losses age leelative to the number of people involved,
producers readily form lobbies against freeing e@raa their sectors. But consumers, being
numerous relative to their individual potentialiggiseldom take to the streets to demand free
trade.

So it is with planning. There is a powerful inbuakymmetry in decision making if decisions
are devolved to a local level favouring NIMBYismdiNn My Back Yard). Decisions need to
be taken at the most local scale feasible, subjetttat level of government internalising both
gains and costs. This implies different types afisien at different tiers of government, with
major infrastructure decisions essentially beingational concern; it is interesting that both
Barker (2006b) and Eddington(2006) recommend thanning decisions with respect to
major transport infrastructure projects should bkeh out of local hands and made the
responsibility of a new national tier. Only smadivélopments - such as extensions or single
houses — should be left to the local level. Mogtisiens about land use and development are
probably most effectively made at the level of adiional Urban Region. A problem is that
this is not commonly an actual level of governmémtEurope it is almost accidental — with
some Spanish regions and the lle de France beengrily obvious representatives.

Land Use Planning: economies of scale and scope

Two final points here: in devolving decisions twér levels of government, we need to keep in
mind the possibilities of economies of scale orpscd.oss of economies of scale probably
imposes no significant constraint on devolving plag decision making. In so far as these are
relevant in planning then, in principle, smalleitsircould buy in their planning services from
larger ones which would gain from the economiesaaile. However there almost certainly are
‘economies of scope’ which are relevant. The smdhe unit of government, the lower its
capacity typically is to deal with complex decisoso small local governments may not have
the information to know that they need to buy irviees from larger units or specialist providers
or, if they do, not have the information and skiléxessary to procure and manage such services
effectively. In the UK, an obvious case is negaiia with would-be developers but making and
implementing sophisticated strategic developmearigpmay be another problem.

The second point relates to the costs of developnidérese are certainly real to those who
suffer them. What is needed, therefore, is systenrapact Fees on developers, paid to local
communities to fund the necessary infrastructune.adldition, there is a case for direct
compensation from developers to those house owndrs are adversely affected by
development. Given what has already been said, Bophact Fees and compensation would
simply be capitalised in a (lower) price of landhefe is strong evidence from those parts of
the world where Impact Fees are paid by developeas this is exactly what happens
(Ihlanfeldt and Shaughnessy, 2004). Their managentewever, is probably subject to
economies of scope.

Land Use Planning: issues of co-ordination

A further problem which arises from governmentabitga of consigning ‘planning’ to the
environmental and design box and not acknowledgsgnportant economic function, is the
failure to co-ordinate physical with financial ptang. This is a serious problem in the UK but is
common throughout Europe. Gaining the permissiatetelop is a necessary condition (at least
it is in most EU countries) for development to acbut it is not a sufficient condition. For
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development actually to occur there have to bduhds. Since private developers only take the
trouble to commission plans if they think the depehent will be profitable, once permission is
gained, the houses, retail facilities or other duods, are usually built. Planners may know
perfectly well that the development requires comglietary development of infrastructure but —
certainly in the absence of Impact Fees — suchlgvent is typically in the public domain and
funding is via central or regional government. [S®ihfrastructure does not necessarily get built.

The South East of England is a good example. Téienal economy is very buoyant and the
skills base and international accessibility excejlso there has been much development, despite
a rising tide of NIMBYism and consequent risingln@aces for land and real estate. One factor
adding to the NIMBY pressures is the real probléroamgestion and pressure on utilities, such
as water supplies. Developers do not fund these iamelstment in transport and other
infrastructure to support the growth has got fdme the actual local growth. An example is the
proposed East-West rail route under central Londénossrail. Politicians have announced
almost every year since 1989 that ‘Crossrail hagytirahead’. Yet Crossrail is not even off the
drawing board. The reason is that the planninggg®das given the go-ahead but the finances
have not been provided.

This illustrates the need to co-ordinate physical &nancial planning. Another example is
provided by Dublin. For a long period, from theeld©970s, Dublin Corporation was proposing a
new commuter rail system and new highways. These wethe plans for the City and the
necessary land was safeguarded from developmenfortUimately it was the national
government which had responsibility for funding arafunds were made available. The result
was to ‘blight’ great strips of Dublin for decadesth individual property owners suffering
considerable losses and not making any investnrettie buildings and land they owned.

A further problem of co-ordination relates to intbees. The incentive for planning authorities to
permit development of different types varies wihk tletails of the fiscal system. Again to take
the UK as an example, planning decisions are miatie anost local level of government — the
District or Unitary Authority. Most of the tax rewees received by such authorities are the result
of transfers from central government. Local proptakes typically account for about 20 percent
of revenues. Their outgoings are related to thebmurof inhabitants living within their areas,
however. Worse than that, the tax system for basipeoperties is such that all revenues from
business property go to central government, dyetibcal governments are still obliged to
provide services to businesses. Thus, it costdi¢gneof government charged with decision
making with respect to development a significanbant of money — and unpopularity with
voters — if they grant permission. This is espgcialie of development for business use. Local
politicians respond rationally to such an incenstreicture by reinforcing the natural NIMBYist
tendencies of their voter€ijcapsulated in the words of the retiring chairtbé Reading
planning committee in 1989 when asked what his magbievement had been. His reply was
that during his period of office “Not a single nemajor office development has been approved.
We managed to keep development down.” (Readingnichep 1989). That local government
does respond to financial incentives, however,iieegsed by the loss of school playing fields
and publicly owned recreation areas. Over the Jastears nearly 1000 school playing fields a
year have been built over in Britain. The reasoeadsy to find. Local authorities own them
because they own schools and the same authoriessponsible for controlling where physical
development occurs. So they gain financially fraewedoping open spaces, highly valued by the
local community, while not gaining from developingen spaces in private ownership which
typically (because access is restricted to the sviieemselves) are valued far less by the
community (Barker 2003; 2004).
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Indeed the only incentive for local governmentatow development of business premises in
the UK is voters’ fears of unemployment. In thesteprosperous parts of Britain planning
authorities constrain the supply of developmerd touch lower degree than is the case in the
more prosperous parts and changes in the degrpamiing constraints seem to be closely
correlated with changes in local prosperity (Chesland Hilber, 2006). But this is a very
suboptimal way of determining the degree of comdtan supply imposed by planning. It would
be orders of magnitude more efficient to get betteordination between the financial incentives
facing planning authorities and the wider desirghif development.

A final point with respect to co-ordination is beswn physical development and economic
development. If the supply of housing or commerfi@rspace is constrained, prices rise and
the availability of modern premises is curtailed éxpanding local firms. Regional and local
economic development therefore has implicationddod use planning. In the UK and many
other countries, however, different levels of goweent and sometimes different branches of
government are responsible for economic as opposghlysical development. Again to take the
UK as an example, economic development is typictlly main responsibility of regional
agencies responsible to the Department of Traddrahustry; physical development, control of
land use, is the responsibility of the most locgat af government answerable to the Department
of Communities and Local Government. This doesmptove co-ordination!

4 Regional and Local Economic Development

This may typically be mainly the responsibilityrefional agencies in the UK but there are also
many agencies and groupings operating at the lleeall and the ‘regions’ in the UK are defined
(Wales and Scotland are partial exceptions) foriadimative and statistical reporting purposes
not because they represent self-contained localbecies.

Economists are typically sceptical as to the capami government agencies to efficiently

promote local economic development. Give agenclasdget and no matter how big the budget
is they will find ways of spending it. There is seravidence for this in Europe. The Welsh
Development Agency has a substantial budget bugisence does not suggest it is particularly
effective at promoting economic development in Wal8ize may not be that important but
sophistication may be relevant.

There are significant arguments relating to thagea of local economic development policies,
however. If we suspend our disbelief and allowhbssibility that such policies could increase
local economic growth then we will see that they g@roducing’ a local quasi-public good.
People or agents in surrounding jurisdictions caibecexcluded from any benefits produced (in
the form of more job opportunities, growth in prapesalues or higher wages). If policies paid
for and implemented by the central city of a me&gion increase output and/or employment
growth in its territory it will be impossible to elude commuters from the surrounding
municipalities from sharing in the benefits eveouidjh they pay no taxes within the central city.
There will also be a zero opportunity cost in ‘aamption’ of the growth dividends the policy
may yield: if your rents rise, so do mine and theréase in yours is not a cost to me; if your
employment opportunities improve that, too, isaobst to mine.

There is thus a problem of market failure. Growtbnpotion polices will only be likely to be

produced by government(s) or some ‘club’ of actossially local and regional governments and
private sector agencies. In addition, there willpgoeblems of spillover losses and transaction
costs. Any gains from extra growth may leak oubeaefit agencies or residents of surrounding
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municipalities who have not contributed to the sadtthe ‘growth promotion club’. The spatial

extent of this leakage will depend mainly on thteekof the commuter field of the metro-region
since labour incomes are likely to account forl#ingest single part of any growth dividend and
a high proportion of property will be owned by heusvners who work in the local economy.

There will be some leakages to non-local ownersapital and property, however. In general,
therefore, the closer the coincidence in the bouesl@af the jurisdiction or governmental unit

providing local development or ‘growth promotiordligies with those of the economic region

within which their impact is (largely) containetietless will be these spatial spillovers to non-
contributors. In addition, the larger is the centnait of government of an economically self-

contained urban region relative to the size of tlegion as a whole, the lower will be the

transactions costs in building a ‘growth promotiolub.

Local economic development or ‘growth promotioniget’ should be thought of in much
broader terms than those their advocates ofters foou attracting mobile investment. Growth
promotion policies in a wider sense include: hadangpncern for efficient public administration
so that uncertainty is reduced and decisions adenransparently and quickly; making sure
relevant infrastructure is provided and maintainaaisuing co-ordination between public and
private investment; providing training which iseehnt and effective; and ensuring that land use
policies are flexible and co-ordinated with infrasture provision and the demands of private
sector investors. It could also involve giving gtter priority to output growth as opposed to
local equity or environmental outcomes.

More effective local growth promotion policies neeodt necessarily involve spending more,
even on infrastructure, so a simple measure ofl lexpenditure is unlikely to capture their

efficacy. Grand projects such, perhaps, as the &uggm museum in Bilbao, London’s

Millennium Dome or a trophy metro system in ToulBusnay be expensive but not very
productive; large location bribes or expensive hakdays to inward investors may likewise

show little return. Efficient public administratioand reduction of uncertainty for private

investment by rapid public decision-making, clealifined land use policies and infrastructure
planning and provision, may cost less than theiffitient alternatives but be highly productive
in terms of local growth.

Growth promotion policies, nevertheless, cost resssiand there will be transactions costs in
forming and maintaining an effective ‘club’. Thepexted growth gains any club might achieve
will vary with local circumstances and existingip@s. The club’s expected gross payoff will be
a direct function of the additional growth tha¢xpects it can generate. If such policies have any
impact on actual growth rates then greater effagieaf growth promotion policies will be
directly reflected in differential growth rates mietro-regions. The more closely aligned are the
boundaries of the ‘growth club’ associated with etnmregion with those of the metro-region’s
economic region, the more likely it is that morgcegnt local growth promotion policies will be
developed because there will be less spilloveekss$ growth dividends to non-club members.

The economic boundaries of a metro-region will oeably be those which define its commuter
catchment area to a high degree of self-containmiarthe US the (S)MSA would approximate
to such a definition of an ‘economic region’. Fuocal Urban Regions (FURS) are likely also to
be economically self-contained in the required ser@ince the boundaries of a city’s economic
region compared to any others that might exisafoity — most obviously political boundaries —
contain the maximum proportion of any benefits thaght be generated by local growth
promotion policies, for a given potential grossvgito gain, the expected gain for any growth
club will fall as the size of the territory it cagefalls in relation to that of the (S)MSA or FUR
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within the boundaries of which the ‘club’ is locdtélhis is because as the size of the territory
the club represents falls with respect to the eizits economic region, so the spillover losses
from the club’s territory increase. Equally, assugnother factors are constant, the expected net
payoff would fall as the transactions costs inaiteeform the club increase. Transactions costs
will be positively related to the number of reletvgootential members and the institutional
dominance of the lead actor (which we can assurthé&ira governmental unit). The lead actor
is highly likely to be the government of the cehtity or a public private partnership including
that government. Again, having a larger and morueantial government agency (the
government of the core city) will reduce transawiacosts. Thus expected net benefits for a
growth promoting club will increase and transactiaosts fall as the size of the largest
governmental unit increases relative to the sizb@economic region (whether approximated as
the (S)MSA or the FUR).

These arguments suggest a testable hypothesiadiatage of European data for testing it is
that there is great variance in the relationshipvéen the administrative boundaries of cities and
those of their economic regions (defined as FURs}gting the hypothesis described above
provides quite strong statistical evidence in itgport (see Cheshire and Magrini, 2007). Once
all other relevant factors have been taken intoaacthere seems to be a positive and significant
relationship between FUR growth rates and thefeizéhe FUR relative to the size of the largest
governmental unit associated with it. This variesrf highly fragmented metro-regions such as
Valaciennes in France, where not much more thapeit€ent of the FUR population live in the
central city commune, to some Spanish cities whate a strong regional tier of government
significantly larger than the FUR itself.

There is thus an argument in principle that localnemic development policies should be the
responsibility of a level of government with bouneda corresponding to those of self-contained
economic regions and some empirical evidence stiggethat such arrangements are more
effective, other things equal. Considerations ainecnies of scale do not seem that relevant
although there may be economies of scope: expesgtisearce. In addition, the need to co-
ordinate local economic development policies witbse affecting real estate and planning and
also those concerned with infrastructure, espgciedinsport infrastructure, have already been
noted.

5 Transport policies

Transport policies obviously cover many functioregulation, safety, infrastructure planning,
development and provision, and pricing. A mix ofvate and public actors and agencies
commonly provides transport and the mix varies iclamably from country to country. One
distinction is particularly useful in the presemintext: the distinction between 1) transport
largely serving local journeys to work, to shopsl dar recreation; and 2) transport linking
regions or countries. Air and sea transport aregvdveimingly the latter while road and rail
transport are significantly associated with jouséy work and other local or intra-regional
travel. A feature of transport systems is thatdhare substantial economies of scale but an
important element of those economies of scale eerftom network economies and the co-
ordination of modes to extend the networks of eacte.

At the risk of oversimplification one can arguettpalicies for type 2) transport, linking regions
and countries, are properly the concern of natiama international government or agencies
while policies for type 1), intra-regional transpdrelong at the scale of the metro-, economic or
Function Urban region. Again, the logic is drivenPrinciple 2: that is to internalise the costs
and benefits of decision-making as effectively assjble. The presumption for competition
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between jurisdictions flowing from Tiebout (195&)e$ not seem convincing since local areas
which are significantly smaller than FURs will maternalise externalities.

This is striking in London where individual Borowgyk of which there are 32 in the Greater
London administrative area, itself only two thirthe population of the London FUR, have
significant responsibilities for transport polichhey control local roads, for example, and these
are increasingly becoming reserved for local regglelhis is achieved in two ways: kerb-side
parking is for residents only and there is an iasirey use of traffic restraining design in the road
network making it as difficult as possible to driteough areas. This reduces through traffic and
calms what remains so benefits local residentsshattthe expense of the network economies of
the road system as a whole.

A further issue is co-ordination between modess Thparticularly important in large and denser
cities, as in Europe or Asia, in which a high pmipo of journeys to work are by rail. This
implies more sophisticated and complex networkmifay co-ordinating modes and capacity in
the network as a whole. Since governance of trahspgstems tends to be mode specific, there is
a role for an overarching authority with resporigies for the overall network. Again, this has
tended to be a failing in the British context analswdentified by Eddington (2006). There are
residual Metropolitan Passenger Transport Exeautivghe largest provincial cities. As their
name implies these have responsibilities for pagssronly, not freight. In the capital, there is
Transport for London. This has responsibility foe tbus network, regulating taxis and the
underground (metro) tube system. It does not ceueface rail, the dominant form of rail
transport in London south of the Thames and formaters coming into London from beyond
the reach of the tube network. Moreover, its bouedaf responsibility rapidly fade away at the
boundary of the Greater London Area.

6 Conclusions

Our systems of government, their boundaries anautbas of policy they control have tended
to grow up in a very piecemeal and haphazard wdthoAgh there is a presumption that
competition between local jurisdictions increadesice in the provision of local public goods
and is, therefore, to be recommended, this paggrearthat that is only one of the relevant
principles. There are reasons for not applyingithte provision of all local public goods.

Apart from the practical issue that there may lgaificant restrictions, whether by regulation,
cost of movement, culture or institutional constitsi on personal mobility, one needs to
consider the spatial impact of the costs and theefite derived from the provision of local

public goods. In addition, there may be economiesaale or scope which favour the

provision of certain types of local public goodspoticies for fewer, larger spatial units.

These considerations seem to be particularly ratewa the context of three forms of
explicitly spatial policy: land use planning; loa@tonomic development; and transportation.
In the case of the first two, it is primarily besauof the extensive geographical impact they
have and in the case of land use planning thasphé&al extent of costs is local while that of
benefits (of permitting development) extends to wwle spatial real estate market or city-
region. Thus leaving powers predominantly at trealidevel creates an inbuilt asymmetry in
decision making favouring NIMBYism.

In the case of growth promotion policies, spatjaillsvers of gains and transactions costs
involved in building effective growth promotion tdds’ also imply that the most efficient tier
of government for implementing such policies wi# keconomically self-contained metro-
regions or Functional Urban Regions. This, todjkisly to be the most appropriate spatial
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unit for transport governance for those elementgasfsport systems that serve commuters,
shoppers and local recreational trips. Thus, intlatee cases there are arguments for
implementation at an extended city-region levelallfthree were implemented at a single
level, moreover, this would have the further adagatof making co-ordination more likely,
since all three fields of policy are interdependent
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