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High EBuildimngs to Jump OFF

A1 round Bostralia city councils are bheing condemned for
the conduct of their town planning responsibilities. In Perth,
criticism of the City of Perth’'s town planning procedures has
erupted on television. The gravamen of the complaint is that
planning commitites members allow peocuniary interests to influsnce
their decisions. In terms of likely political impact this is a
s@rious allegation. It was probably not sntirely coincidental
that 1t was made when a State Minister was fighting the council
over a planning matbsar.

Ard not Just in Perth. There have been recent cases in
Svdney and Melbourns whers Shate Governments have 2ither sacksd
gntire Councils or removed a Council e planning powers

Gtate Government ministers are all Jim Hackers who avoild
Tcourageous decisions’. They would not take on the councils
without popular support. The public is losing confidence in Local
Bovernment ‘s ability to conduct City plans and building
regulations.

The criticism of the councils begs thres gquestions which
outht to be asked, but are not:

Are all the regulations imposed by town plans and building by-—
F -
laws necessary or even desirable?

e the prm:mdur@m adopted consistent with public respect for the
institutions which administer the by-l1laws?

Are appointed committess likely to do the town-planning job
batier?

I think the answer Lo each guestion is "No’. é&nd 1 think the
impossible stricturaes and bad procedures that have so damaged the
dties’ reputations for wisdom and impartiality will do the same
to independent expert committess. When town planners bry to
impose too much detail and leave themselves too much discrebtion
they defy long-understood principles for the good governance of
liberal =socisties.

ne rule of law should prevaill here as elsswhers. So long as
the whims of officials replace the certainty of law, an
auwthority ‘e impartiality must be suspecth.

oo long as regulations replace the demands of Yree markets,
waalth is wasted and with it goss an awthority s reputation for
wisdom. Townplanners must accept that sven if they have the
spom of Solomon (which is questionsdl, and the integrity never
plane prfv b interest ahead of public interest in spits of
the most extraordinary opportunity (which is also guestioned?,
Thay can never have enough information aboul “individual
ppportunities and preferences to find the best possible city
structuwre. Only markets possess that information and it can never
be centralissd. When planners try to discriminate between snds in
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mrd&r %u wmnl mtw mar ﬁ% uutuamﬁng they are acoused

The dustification for regulation

Suppose a perfect market-——ons in which all property rights are
clear and it costs nothing to exchange them———in which I own the
right not to be shaded whils yvouw own bthe right to build. We must
not deny sach obther's rights. You will pay me more than
sutficient to compensate me for my lost light, bubt less than the
rewards yvou esxpect from building. NMobody is made worse off and if
o combined welfare is enhanced the bullding goes ahead.

Alternatively, suppose vou have the right to build and cast
a shadow, Then I will pay you not to shades me (or shade me for a
amal ler ﬁart of the dayr but only so much as absence of shadow is
worth ko me.

It dmra not matter who owns a relevant property right; the
gronomically efficient combination of builldings can be achisved
by %Fiﬂ?uLt¢QnM““i£ transactions themselves have no cost. What iz
moie, 0 long as the right (o cast shadows or enjoy sunlight)
was Clear prior to when we gach purchased ow plots, eguity is
not a problem sithar,

¥

1
it

Unfortunately, in the real world transactions cost time,
affort and money. Urtan the transaction costs ars so high
ralative to the rewards, thalt gaeinful exchange of property rights
i not feasible. Transachion cost is the raizon d'etre of the
regulator and the need for some regulation is the raiszon o gtre
of the planner. It must be born in mind, howsver, that imperfect
markets can be replaced only with imperfect governments. Although
the idea is alisn to the buwrsaucrat’'s mind, his first
reasponsibility is not to regulate, but to make the imperfect
market work beiter.
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The perfect bureauwcrat-—another convenient supposition——
will ask what he can do to reduce the public’s transaction
costes. Voluntary exchange has great potential efficiency-
advantages over compulsory regulation and, cheating and lying
azide, will not cause injustices. Me will ask whether the
gmvernmaﬁtg’ Fegquirensnts are minimal , whebther it is possible to
conply with them simply and cheaply, whether publicly available
iﬁ%mrma%z‘i i readily available and whether dispute-ssttling
procedures are cheap, fair and sures.

The difficulties arise when costs or bhenefits individually
small but, being widely dispersed, are large in aggregate. In
these clirocumstance, although the total welfare losses/gains are
not trivial, the private transaction costs are too high for the
partiss to come to the sfficisnt and just agresment of the
Da'faca market. For instanoce, begausse it is impractical to sus

gvery passing motorist for a few cents we find regulations
requiring mufflers more satisfactory thanm the noise.

When regulations are enforced they must apply eoually to
avarybody, otherwise they are unfair. Regulations must be simple,
otherwg compliance costs will be high, and snforceable,
otherwise avoldancs w131 e common. They must be certain,
atherwiss people will suffer loss unjustly: sither from the




ounitive provisions of the law, or from lost rightes (such as a
guiet neighbowhood) for which costs have besn incwrad.

Regulation should be minimal, simple and certain. But town
planners, who have unjustified faith in their own wuntested
Judgemsnt, by breaking wall-known precepts, are puting local
government at risk of taks-over by the States.

it the relevant propsrivy rights were olear, whather he ocould maks
them more certain by legiglating or, as is somstimes the case, by
withdrawing legislation and relving on case law. OFf course, many
rights that would be clesar in the best of all possible worlds are
not clear in ours. He showuld, so far as he can, make them certain
without changing them. fdn old law is often a good law because
pEople and prices have adiusted to it and any change will cause
windfall gains and losses. We are all familiar with demands for
razoning which would add value-without-cost to existing
landholdings. Often a situation is so inefficient that something
must be done by way of regulation or dersgulation. Then the
legislator should bear in mind that he will trade off justice for
=f+fici ENEY .

When the Ferth City Council allowed “bonus’ plot ratios to
owners who gave the public car parks, open space sto. they wars
tryving to improve their plan’s efficiency. However, the
arvangement was too complicated to be predetermined in law and
they now find themselves accused of favouwritism. They sacrificsd
the fundamentals of good lawmaking. It is no wsonder they are in
trouble, and any other body which might inherit thes regulatory
mightmare they created will also be in troubls. The Ffault iz in
the syvstem, not the people.



