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Compensating for Development 
How to unblock Britain's town and country planning system  
 

Executive Summary 

 

With the UK now in its third successive quarter of negative growth, recent policy 

announcements by the Coalition Government have indicated that every effort must be made 

to drive forward major infrastructure and housing projects, alongside other supply side 

measures.  

 

The Infrastructure Forum has been consulting its members on possible barriers to such 

projects and the results indicate that, despite recent changes, the planning system still 

represents a major obstacle to such developments.  

 

Encouraging reforms to fast-track critical national infrastructure under the Planning Act 2008 

have been amended by the Localism Act and are now being implemented. Yet whilst it is 

perhaps too early to judge the long term effects of these changes, there are concerns 

amongst Forum members that incentives at the local level are still insufficient and there 

remains an anti-development ethos within the planning system which will not be overcome 

without specific action in the near term.  

 

The Forum believes that there may be some valuable lessons to be learnt from 

compensation practices in other European countries, in particular the Netherlands, where 

the planning process does not seem to be regarded as presenting a barrier to new 

infrastructure and housing projects. 

 

This report has benefited from telephone interviews with investors, developers and 

regulators in the Infrastructure Forum's network as well as academic experts and officials in 

France and the Netherlands.  Four out of five UK interviewees felt Britain still lacked a  

proper balance between the need for critical national infrastructure and housing 

development on the one hand, and the potential propensity of existing local residents to 

block such developments on the other.  

 

Community level incentives have proved effective in creating a pro-development attitude 

within many local authorities, for example, housing developments. An extension of direct 

cash incentives to the individual level is required to secure the same outlook to development 

among the existing local residents who will actually be affected by the development. There is 

concern that non-quantified measures, such as greater collaboration with communities, lack 

realism and fail to recognise the concern of  local residents to protect and secure their 

economic interests.  

 

In this connection this report highlights academic work which suggests that in many cases 

local concern that development will reduce property values is misplaced: such an effect is 

frequently visible only in the most immediate adjoining land perhaps 50 metres away from a 

property.  
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The National Planning Policy Statements which have so far been completed and the 

National Planning Policy Framework are steps in the right direction.  Yet a parallel policy 

drive for localism creates the potential to entrench ‘nimbyism' in Britain's planning system so 

long as  there are inadequate incentives for individuals and local groups to support 

development.  

 

There is also a need to address the thresholds of the national infrastructure planning 

framework to include  critical infrastructure projects which currently fall outside the 

framework. 

 

Compared to some other EU member states, the British  planning system facilitates anti-

development groups to a greater extent. Elsewhere in the EU the presence of visible, 

quantified compensation and incentive systems  for local residents reduces “nimbyism”. The 

success of community level incentives in France is linked to the proximity of the 36,000 

communes to local residents. The recent move in the Netherlands to individual 

compensation has resulted in one of Europe’s most pro-development planning systems, 

achieved without compromising the economic well-being of local residents and their 

communities. 

 

In practice many British developers already make use of compensation schemes for local 

residents.  These voluntary schemes would benefit from a national compensation machinery.  

Cash compensation for local residents is the fairest way of ensuring that those who may be 

detrimentally affected by development  share in the economic uplift that it brings. It is also 

the most effective way to overcome the general perception that development threatens the 

interests of local communities.      
 

Introduction 

 

The Government’s National Infrastructure Plan, first published in October 2010, outlined the 

“scale of the challenge facing UK infrastructure and the major investment needed to 

underpin sustainable growth in the UK”.  The updated Plan published in November 2011 

said that “Investment has not kept up with the needs of a growing population and 

opportunities to maximise infrastructure’s potential as a system of networks have not been 

exploited”. 

 

Much of the UK’s infrastructure is overdue for renewal, with the country depending upon a 

strained and outdated infrastructure network.  Britain is currently relying on the infrastructure 

of former generations.  Within aviation there has been no major new runway built since the 

1930s.  This is already having a negative effect on the UK economy, including higher costs 

to UK residents.  

 

The Planning Act 2008 began to tackle the problem. It removed national infrastructure 

projects from the Town & Country Planning system and placed them within a streamlined 

national framework, now administered by the Planning Inspectorate – an Executive Agency 

of the Department of Communities and Local Government and the Welsh Government. This 

brought England and Wales into line with most of our European neighbours, which have had 
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a two-tier planning system for much longer periods of time. Although the new system is still 

in its infancy, the signs are that, for Nationally Significant Infrastructure Projects (NSIPs), it 

has the potential to better balance  national needs against the perceived interests of existing 

local residents.  

 

In 2009  Infrastructure UK (IUK) was established within HM Treasury to look at new  funding 

models, prioritise the government's own investment in infrastructure, and provide incentives 

for new technology for infrastructure.  “Infrastructure UK is a very policy- driven within the 

Treasury but should become much more visible as being in charge of the infrastructure 

projects. IUK needs to be more on-hands-on rather than on the sidelines advising other 

bodies” said one of our interviewees, a major investor in PPP projects.   

 

Despite these positive changes, aspects of the planning system in the UK remain uniquely 

tilted in favour of potential objections to development arising from “nimbyism”.  By comparing 

the UK with our European counterparts it is evident that the planning system is putting 

Britain at a disadvantage at the national competitiveness level. A good example is that 4 

runways and 5 terminals have been built at Charles de Gaulle airport in the last 20 years, in 

a zone designated for airport development at  national level. In contrast it took over 15 years 

alone to build Terminal 5 at Heathrow in Britain.  

 

The role of the Infrastructure Planning Commission and Planning Inspectorate  

 

The establishment of the Infrastructure Planning Commission under the Planning Act 2008 

proved to be short lived.  Experts do not expect its abolition to have any significant 

detrimental effect on planning of Nationally Strategic Infrastructure Projects (NSIPs) as its 

role has been effectively absorbed into the National Infrastructure Directorate (NID) of the 

Planning Inspectorate. A leading planning advisor commented that “The abolition of the IPC 

was just political window dressing. It is the same individuals largely; just brought in-house.”  

Commissioners of the IPC largely transferred  to NID  as examining inspectors.  

 

Some experts fear, however, that the change increases the possibility of politicised or vote-

motive lobbying because of the reintroduction of a ministerial decision-taking role. 

 

The Planning Inspectorate regime applies to Nationally Significant Infrastructure Projects. 

The 16 types of NSIPs specified are: electricity generating projects; overhead electric lines; 

underground gas storage; LNG facilities; gas reception facilities; gas pipelines; other 

pipelines; highways; airports; harbours; railways; rail freight interchanges; dams/reservoirs; 

water transfer facilities; waste water treatment plants and hazardous waste facilities.    

 

For each type of project, the Act sets out a threshold above which it becomes an NSIP. For 

example, a new airport would be an NSIP if it was expected to be able to handle at least 10 

million passengers per year, or 10,000 air cargo movements per year. Expansions of 

existing facilities can also be NSIPs - if an airport was to expand by those same amounts, 

then the relevant project would become an NSIP. 

 

The government can decide that a below-threshold project, a project outside the descriptions 

in the Act (as long as it is an energy, transport, water, waste water or waste project) or a 
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group of projects should be considered an NSIP if judged to be of national significance. The 

Localism Act has made this easier - now, requests to 'upgrade' projects can be made before 

any application under the below-threshold regime.  On 1 June 2012, the first application was 

made to upgrade a below-threshold project for the proposed Silvertown Road Tunnel in east 

London.  The decision followed an application from the Mayor of London for the project to be 

upgraded to NSIP status (pursuant to section 35 of the Planning Act), despite it failing to 

meet the relevant threshold.  The decision by Secretary of State for Transport Justine 

Greening was made on 26 June 2012. The Coalition Government originally said it would do 

this in a further case: the Thames Tideway Tunnel sewage project, but it has subsequently 

decided to extend the NSIP definition, to include ”infrastructure for the transfer or storage of 

waste water”,  instead.   

 

The provisions of the Planning Act 2008 to speed up the planning process remain under the 

Planning Inspectorate.  NID has specified timescales to work to - around three months from 

the application being made to establish the process, six months to consider evidence and 

three more months to make a recommendation.  After that, the government has a further 

three months to make a decision.  Oral examination is discouraged.  In an attempt to front-

load the process, applicants are required to consult in advance and identify areas that could 

be changed before sunk costs start to become an issue.  

 

The interplay between the recommendations of the Planning Inspectorate and the Secretary 

of State decisions is seen as critical. Any lack of clarity or reintroduction of political 

influences would deter investors, interviewees told us. 

 

There are indication that recent decisions on planning appeals or called-in projects by the 

Secretary of State are in fact moving in a direction more positive for sustainable 

development and this is welcomed by respondents. 

 

There is also concern that, despite the intention of streamlining infrastructure applications, a 

“Special Parliamentary Procedure” (SPP) was retained in the Planning Act for three things: 

open space land that was not being replaced; National Trust land, and, importantly, land 

belonging to local authorities or statutory undertakers (i.e. utilities) where that body had 

objected to their land being taken. The first, and to date the only application to be approved 

so far under the new regime  (Rookery South energy from waste project) is now undergoing 

an SPP, due to the compulsory acquisition of some local authority land. This may well more 

than double the decision time on the project, especially as the relevant Parliamentary 

committee has decided to look at all aspects of the project , rather than  the single issue 

which  triggered the SPP, the compulsory acquisition.   

 

Therefore it appears that there is a real possibility that the Special Parliamentary Procedure 

may act in competition to the new National Planning Directorate, and frustrate this attempt to 

fast track such critical development. The incompatibilities of the two procedures have 

already been highlighted by a Parliamentary report which stated that “since the 2008 

[Planning] Act did not amend the 1945 [Statutory Orders (Special Procedure) Act, we now 
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have a statutory framework which is internally contradictory.”1 The Government announced 

in the 2012 Budget that it will remove duplication by adjusting the scope of the SPP and 

many observers would welcome the abolition of the first and third qualifying grounds.  

 

Further points made to us about IPC processes included that some respondents felt that the 

commitment to “openness” by the IPC and its successor could be problematic for 

developers, who may need informal and confidential advice in the early stages of a project.  

 

Overall, it was also felt that there is a need to see a track record from the reforms. 

“Confidence will only be established after developers are sure that the system will mean that 

they do not have to go back to the drawing board on each occasion” (major Infrastructure 

Fund Manager)   

 

National Policy Statements  

 

National  Policy Statements (NPS) for Infrastructure are required under the Planning Act 

2008. Our interviewees consider them to be a progressive step which has helped to increase 

investor confidence. They set out national policy on a particular area of national 

infrastructure in a single accessible document and state to a greater or lesser degree what 

infrastructure is needed over the next 15-20 years.  They also set out the impacts of the 

infrastructure that should be addressed by developers when making applications, and by the 

Planning Inspectorate and ministers when considering them.  The aim of the NPS system is 

to ensure that each new application does not entail starting afresh.  

 

There is some sectoral inconsistency between the statements. Only the Nuclear Energy 

Statement is site specific. It identifies  eight sites which will be required for plans to go 

ahead, thereby ensuring a significant level of investor confidence. The Renewable Energy 

Statement fails to identify  specific. Planning lawyers from a City law firm  told us that this 

has led to considerable uncertainty despite the outline of national need.  

 

The fact that both the Transport Networks Statement (covering road and rail) and the 

Aviation Statement remain unpublished is seen as potentially unhelpful to investor 

confidence in those sectors. On aviation, although a consultation on a draft statement was 

launched in July 2012, the key issue of airport capacity in the south east has been deferred 

for further consultation.  

 

A NPS for water supply is also still awaited. Interviewees told us that  lack of progress on 

construction of a needed new reservoir for the South East of England is an example of 

where an NPS is needed. 

 

Separate NPS documents may present co-ordination challenges - for example, in transport, 

between road and rail on the one hand and aviation strategy on the other.  Smart metering 

                                                           
1
 HL Paper 294; HC 1956, Published 1

st
 May 2012 at para. 24 
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provides another example of  sectoral boundaries  breaking down, with a  further significant 

potential role for new communications technology in  the development of smart energy grids.   

 
 
Table 1 

UK Infrastructure National Policy Statements  

There are 12 proposed National Policy Statements, detailing Government policy on different types of 
infrastructure development, including: 

Energy NPSs 

 Overarching energy   

 Renewable energy 

 Fossil Fuels 

 Oil and Gas Supply and Storage 

 Electricity Networks 

 Nuclear Power 
 
These are produced by the Department for Energy and Climate Change (DECC). All six energy 
NPSs received designation by the Secretary of State for Energy and Climate Change on 19 July 
2011.  
 
Transport NPSs 

 Ports 

 Transport Networks (including rail and road) 

 Aviation 

These are produced by the Department for Transport. The Ports NPS was designated on 26 January 
2012. The Transport Networks and Aviation National Policy Statements have not yet been published 
in draft for consultation. 

Water, waste water and waste NPSs 

 Water Supply 

 Hazardous Waste 

 Waste Water Treatment 

These are produced by the Department for Environment, Food and Rural Affairs (DEFRA). The 
water supply NPS has not yet been published in draft for consultation; The hazardous waste NPS 
has been published in draft by DEFRA; The waste water NPS was published in March 2012.  

 

National Planning Policy Framework 

 

Most recently, the DCLG’s National Planning Policy Framework (NPPF) has been unveiled 

by Government. It is intended  radically to simplify the planning system as it applies to 

smaller infrastructure projects and housing construction.  

 

The framework was published on 27 March 2012 and observers and market participants wait 

to see how it is implemented in practice. Some of those we interviewed saw the framework 

as providing a ‘default’ mechanism where local authorities have failed to act, with the 

http://www.decc.gov.uk/
http://www.decc.gov.uk/
http://www.dft.gov.uk/
http://www.dft.gov.uk/
http://www.defra.gov.uk/
http://www.defra.gov.uk/
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NPPF's central presumption in favour of sustainable development. Others feared that a  lack 

of detail in the NPPF may create gaps within the planning system, which could lead planning 

inspectors to take decisions inconsistently and case-by-case creating more inconsistency as 

a characteristic of “localism”. Some investors are as yet unpersuaded that the system will 

yield in practice its desired results. 

 

Abolition of Regional Development Authorities makes co-operation  between local authorities  

important. A planning barrister told us that “There is definitely a different approach by 

different authorities: London is very pro-development but in the south west, local authorities 

are inherently skeptical. The variant approaches within the system will lead to tensions and 

clashes. The abolition of the RDAs, and the new duty to co-operate between local authorities 

does not make it clear how we are going to resolve this. The multitude of diverse bodies 

creates a very demanding situation and will hamper the national approach.”  

 

In theory the NPPF will not impact critical national infrastructure projects, which should 

continue to be dealt with under the National Infrastructure framework laid out in the Planning 

Act 2008 . However a significant number of infrastructure developments fall below the 

national thresholds. Many projects which are clearly part of the national infrastructure such 

as rail depots and wind farms remain matters for local authority determination. For example, 

one developer trying to build medium scale wind farms on its own sites reported that: “the 

planning process discourages investment. Timeframes are uncertain and local authority 

determinations are now further stretched by a reduction in resources.  “The developer in 

question would always seek to consult with local communities, accord with planning policy 

and obtain a recommendation for approval from the officers of the local authority”.  Despite 

this effort, determination by elected local members is fraught with uncertainty.  This presents 

significant levels of risk which discourage investment”. Similarly the Severn Tidal project fell 

outside the Planning Act framework and will have to rely on a Private Member’s Bill to 

proceed.  

 

There are, therefore, still questions arising about whether the thresholds for NSIPs under the 

Planning Act 2008 need to be lowered overall to include smaller scale projects which also 

contribute to national policy priorities, to remove them from the DCLG National Planning 

Policy Framework. A number of tweaks have already occurred, including the decisions to 

treat the Silvertown Road Tunnel as an NSIP and to extend the NSIP definition in order to 

add a project such as the Thames Tideway Tunnel.  A review of the thresholds would be 

beneficial, to ensure that critical national infrastructure is regulated by the national 

framework, regardless of the physical size of the project: the idea received considerable 

support from specialists across the sector.  

 

The Traditional Approach to Compensation 

 

The traditional method of compensation for those affected by development has been one of 

communal compensation to larger communities. This has been in the form of Planning 

Obligations under s106 of the Town and Country Planning Act 1990.  Section 106 

agreements were designed with the intention of ensuring that developers would contribute to 

the costs of developing local infrastructure.  In reality,  only 6% of all planning permissions 

generated a contribution to local infrastructure.   
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Section 106 agreements have been criticised for causing lengthy delays within the planning 

system due to the time taken  to finalise these agreements. The infrastructure projects 

funded by Section 106 agreements have in the view of some observers often reflected 

council rather than community priorities. Social housing, for example often increased local 

opposition from those who perceived themselves as directly affected by the new homes2. 

 

Attempts to reform Section 106 agreements have come to nothing. The last attempt was the 

Town and Country Planning Act 1990 Amendment Bill which was introduced in 2009 but ran 

out of Parliamentary time and did not proceed beyond the Second Reading. Since 2010 

Planning Policy has marginalized Section 106 agreements in favour of other measures. This 

shift, combined with the economic downturn, has led to a fall in the value of Section 106 

Agreements: a report by DCLG recorded the total value of all obligations agreed in 2007-08 

at £4.9billion3 but by 2011 Policy Exchange was estimating that the value had fallen to 

somewhere between £1 billion and £2 billion per year4.  

 

Developers we interviewed took the view that “Section 106 was very uncertain and led to 

accusations of developers seeking planning permission being held ransom.” However, one  

investment fund provider suggested that failure to  abolish Section 106 Agreements whilst 

introducing in parallel the Community Infrastructure Levy has resulted in the danger of 

developers being compelled to  pay twice for planning permission A housing developer 

noted  that regardless of whether under s106 or through the CIL, there is a finite amount of 

planning gain which developers can contribute to local authorities and above this level 

projects will not proceed.  

 

Community Infrastructure Levy 

 

Part 11 of the Planning Act 2008 introduced for the Community Infrastructure Levy as a 

charge by a local authority on developers. It is a new levy that local authorities in England 

and Wales can choose to charge on new developments in their area. The money can be 

used to support development by funding infrastructure that the council, local community and 

neighbourhoods want.  Whilst it is not part of the infrastructure planning and authorisation 

regime, nationally significant infrastructure projects will sometimes have to pay, and could 

potentially receive, CIL. 

 

In terms of applicability to infrastructure, CIL is only charged on buildings to which the public 

generally have access, so some Nationally Significant Infrastructure Projects would be 

caught, e.g. an airport, but most are not, for example a power transmission line would not be 

subject to the Levy.  It is not clear whether in practice local authorities will use CIL to support 

NSIPs or prefer to focus on smaller local infrastructure more closely linked to the local 

developments, such as housing, that are paying CIL. One major project promoter 

responding to TIF was unsure how the CIL was going to work and was concerned that the 

level could impact the viability of developments in particular areas. 

                                                           
2
   Alex Morton, Cities for Growth; Solutions to our planning problems, Policy Exchange 2011 

3
  The Incidence, Value and Delivery of Planning Obligations in England in 2007 – 08, DCLG, 2010 

4
   Ibid 2 
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The CIL came into force in April, 2010 and is intended to compensate local authorities for 

the additional costs which are attached to new development, and to incentivise councils to 

approve new developments5. According to the Department for Communities and Local 

Government, the tariff-based approach is held to provide the best way of “funding new 

infrastructure to unlock land for growth”. It is also said to be “fairer, faster and more certain 

and transparent than the system of Planning Obligations which causes delay as a result of 

lengthy negotiations.”6 It is estimated by DCLG that the  levy will raise an additional £1 billion 

pa for infrastructure when fully adopted in England and Wales by 2016. 

 

 As of August 2012, there are now 48 CIL charging authorities which have published CIL 

charging plans, with 6 of those authorities already charging the levy and a further 3 

authorities due to commence charging by the end of the year. The London Mayoral CIL, 

which came into force on the 1st April 2012, is being used to raise £300 million towards the 

Crossrail project, with developers facing charges of either £20, £35 or £50 per square metre, 

in addition to the CIL charges of the London Boroughs.  

 

The British Property Federation has been appointed by DCLG to form a working group to 

look into the operation of CIL, and is to focus on issues including viability and delays to big 

infrastructure projects. The working group is expected to report back in the autumn of 2012. 

Additionally to make it clear that developers seeking to amend a planning permission which 

was granted before the CIL scheme came into force should not be charged, the government 

has announced that it is revising the CIL regulations. The revised regulations are expected 

to come into force in October 2012. 

 

Under new powers introduced in the Localism Act the government is to compel local 

authorities charging the CIL to pass over a “meaningful proportion” of the revenues raised to 

local parish  or community councils. Where there is no local parish council or community 

council the local authority which is charging the CIL may retain all the revenues raised, but 

must work directly with the local people to establish what infrastructure is required. Before 

they can submit their Community Infrastructure Levy proposals for examination, councils 

must first publish a preliminary draft charging schedule for consultation and then carry out a 

second consultation on a draft charging schedule. The Localism Act seeks to safeguard the 

economic viability of development for developers, by requiring that the CIL be exercised in a 

way that does not make development of the area economically unviable . Early indications 

are that Councils are responding to representations in the consultation process by reducing 

their proposed rates.* 

 

Generally those we interviewed welcomed the CIL as potentially providing more certainty for 

developers, as it should remove the need to “negotiate” with a local authority.  In practice 

Section 106 Agreements have not changed local opinion to provide incentives to speed 

development: One investor in PPP projects told us  that they became “just another form of 

taxation – with no benefits to the local community visible”   However, a leading specialist 

                                                           
5
  Communities and Local Government, Community Infrastructure Levy, An Overview, May 2011 

6
  Ibid 
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planning lawyer cautioned that: “even with the CIL, it is still possible to get a s.106 order, so 

a developer may end up paying twice”.   

 

CIL, like section 106 agreements, provides funds for community services. It does not 

compensate directly  local residents  who believe  that  development will cause them loss of 

asset value or amenity.  

 

Recent academic research in the Netherlands has identified that new development only has 

a major effect on nearby properties and little impact beyond this.  A study by the University of 

Amsterdam found that, despite perceptions to the contrary, properties beyond 50 meters of 

an open space which is developed will be subject to negligible detriment.  The report 

concludes that “estimation results indicate that the availability of local open space (a view of 

open space and/or the presence of local patches of open space) has a substantial positive 

impact on house prices. This contribution is most prominent within a relatively short distance 

range: the added value becomes negligible at a distance of around 50 meters from the 

investigated houses… This conclusion corresponds with the findings in similar national and 

international hedonic pricing studies.”7  

 

The Dutch research suggests that detriment arising from development is actually suffered by 

a few individual property owners rather than  a wide group or the community overall.  Hence 

an approach which treats the conventional approach to the externalities of development, 

costs and benefits as ‘socialised’ rather than applying to residents falling on specific 

individuals, is mistaken. This was reiterated in a report by Policy Exchange which further 

highlighted that a major problem with CIL is that it misaligns incentives for developers, 

planners and local people. “Despite the size of these [community level] incentives, they did 

not spur enough building: the benefits were spread too thinly across the local authority as a 

whole, rather than concentrated on those who had been affected by development.”8  

 

CIL focuses on compensating the local authority for the wider infrastructure costs but 

overlooks perceived direct costs to the existing local population, who are the individuals who 

perceive themselves as having the most to lose from development and those capable of 

creating political and legal obstacles to it. According to a planning specialist from the City, 

this misalignment could lead to the CIL becoming another form of tax which benefits local 

authorities, detached from the specifics of the related project, a similar criticism to those 

made of the s106 agreement system.  

 

 As a senior City planning lawyer emphasised to us, unless councils allocate the bulk of the 

levy on an infrastructure project for the immediate neighbours, the CIL will not provide 

sufficient incentives for local residents to support new developments. “The fear is that 

complications will emerge over what proportion of CIL money should be invested in 

community initiatives and, given the widened scope of CIL - stretching from the maintenance 

                                                           
7
 Dekkers J and Koomen E, Valuation of Open Space: Hedonic house price analyses, Serie Research Memoranda 0024, 
University of Amsterdam 2008, at p. 14 

8
 Alex Morton, Cities for Growth; Solutions to our planning problems, Policy Exchange 2011 
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of existing infrastructure to the funding of new projects - there is a problem of diluting the 

levy too far; spreading the funds too thinly over a range of problems.”9  

 

Furthermore the design of the CIL misses an opportunity to provide incentives to support 

infrastructure investment, as only buildings which are regularly accessed by the public are 

liable to pay CIL. Structures such as pylons, wind turbines and sewage works, will not be 

liable to pay the levy and therefore to offer some community benefit. This is despite the fact 

that an immediate view of a pylon or similar structure has been claimed to reduce property 

values by 9%10. This design fault reduces a potential incentivisation of local communities in 

favour of infrastructure development.  

 

The creation of the New Homes Bonus is another positive step. The scheme provides local 

authorities with additional funding or a 'bonus' for new homes by match funding the 

additional council tax raised for new homes and empty properties brought back into use. The 

Department for Communities and Local Government has set aside almost £1 billion over the 

Comprehensive Spending Review period for the New Homes Bonus scheme. The New 

Homes Bonus allocations for 2012-13 (totalling £431 million) were announced by the 

Housing and Local Government Minister, the Rt Hon Grant Shapps MP, on 1 February 2012.  

 

“Nimbyism” 

 

‘Nimbyism’ has become a major force within the UK planning system. According to a senior 

figure from the aviation sector, “They command the field: they came up, leveled off and are 

now firmly in control.” The major problem with “nimbyism”, according to a financial specialist, 

is that it leads to  polarised debate between  developers and residents and an anti-

development culture. The Thames Tideway project was the perfect example; the Greater 

London Authority has supported the development in principle on a London-wide basis but 

many of the borough councils along the proposed route have fought against the project due 

to local people's perception of the disruption which would be caused during the five year 

construction phase.  In the opinion of this interviewee this is not surprising given current the 

lack of short term incentives for local authorities to support such   developments.  

 

 
 

Table 2 

An illustrative list of infrastructure projects affected by anti-development pressures 

 

Newhaven Waste Incinerator  Protests by anti-development residents resulted in delays 

for over ten years, with the plant only becoming 

operational this year. 

                                                           
9
 Res Publica Rethinking Neighbourhood Planning: From consultation to collaboration, A ResPublica Green Paper by Dr P. 
Kaszynska, J. Parkinson and W. Fox 

10
 “The Blight Guide on Where Not to Live”, The Times, June 10, 2003 
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HS1 and HS2 Local opposition over HS1 has contributed to a serious 

lack of investor confidence in highspeed rail. Protests over 

HS2 have already led to an extra £500 million being 

committed to appease local residents.    

Thames Tideway After two years of public consultation the proposals have 

only just gone on public deposit and submission to the 

Planning Inspectorate is expected early next year.  

Highspeed Broadband BT has aborted plans to roll out highspeed broadband in 

Kensington and Chelsea following opposition from local 

residents. 

South East Aviation Capacity Despite the government acknowledging the need for 

increased aviation capacity, nimby pressures have 

secured guarantees that no new runway can be 

constructed at any of the three main airports in the 

region until at least after the next general election.               

 

The government does not intend its new localism policies to reinforce anti-development 

pressures. Buthey may have this effect. The community fora set up by the Localism Act are 

not intended to be “nimby” groups. And without any incentives to support development a City 

investment fund advisor told us  that he believed there is a considerable risk that in many 

instances the new community bodies will be so characterised. Community plans lack 

incentives to align with the national perspective. Conflict with the National Infrastructure Plan 

and National Policy Statements is to be expected.  

 

 A planning specialist commented, “Human nature is resistant to change, particularly on 

one’s home turf.” According to a senior figure at a leading UK investment fund, current 

systems give  local residents no incentive to support development and a considerable 

number of incentives to oppose it. Direct compensation, in tandem with the CIL, would 

address this shortcoming. 

 

Some of our interviewees feel that the planning system has become “captured by the 

“Nimby” fraternity who oppose any kind of economic development or housing proposal.”11  

One interviewee considered  that in the current setting nimbyism is a perfectly rational 

reaction to externalities.   As an IEA study noted, “It is as a direct consequence of the 

nationalisation of development rights that people are placed in a position where they have 

everything to lose in terms of amenity and property values and nothing to gain in terms of 

financial compensation when decisions regarding the allocation of housing land and other 

developments are made.”12 There are a range of reasons why, currently, local neighbours 

are encouraged to oppose development; 

 

 

                                                           
11

  Idem 8,  at p. 83 
12

  Pennington, M, Liberating the Land: The Case for Private Land Use Planning, Institute of Economic Affairs, 2002 
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 Environmental concerns aimed at protecting the countryside 

 

 Real economic incentives to block development as a restriction in supply increases 

the value of existing developments.  

 

 There is very little incentive for residents to approve a development. Any community 

gain is often offset by private loss.  

 

Many observers believe that Britain suffers in economic terms because “nimby” forces are 

stronger than elsewhere in the EU.  

 

The Government’s National Infrastructure Plan 2011 admitted that “Investment [in 

infrastructure] has not kept up with the needs of a growing population and opportunities to 

maximise infrastructure’s potential as a system of networks have not been exploited…To 

remain globally competitive, the UK needs to address these failures and develop an 

infrastructure capable of supporting a dynamic, modern economy.”13 The contrast between 

the respective histories of Heathrow and Charles de Gaulle Airports has already been 

mentioned.  Similarly, with the Channel Tunnel project the delays and local opposition in 

Britain contributed to the total construction cost of £4.6 billion (in 1985 prices equivalent to 

£11 billion today), which represented an 80% cost overrun. The shortage of housing within 

the UK is well documented14 and recent work by the Institute for Economic Affairs has 

highlighted that UK housing construction is not only falling far behind demand but also 

comparatively behind the rest of Europe15.  

 

The French model 

 

The French planning system is widely regarded as more successful than the UK system for 

driving through development. In France there are different regulatory frameworks for each 

type of development: local authorities have exclusive responsibility for local development but 

all critical national infrastructure is facilitated under a national framework with central 

government funding.  

 

There are generous compensation schemes in France designed to provide incentives for 

those residents affected by development.  The compensation is mainly provided at 

community level through levies on developers, though there is also central government 

compensation for critical national infrastructure projects. The primary levy is the tax locale 

d’equipement, which in 2007 raised €635 million nationally, before dropping to roughly half 

this amount by 2010 as the continuing financial crisis hit the construction industry. The other 

infrastructure taxes in 2010 raised €311 million. 

 

 

                                                           
13

  HM Treasury, National Infrastructure Plan 2011, at p. 5 
14

 No Room! No Room! Costs of the British Town and Country System, IEA, 1998; Nimbyism: the disease and the cure, CPS,    
   1990  
15

 Institute of Economic Affairs, Abundance of Land, Shortage of Housing, by Kristian Niemietz, April 2012 
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Table 3 

Levies in France provide positive incentives for local residents 

The tax locale d’equipment is a tax to compensate the commune for the costs of the 

development upon the local infrastructure. The tax varies in each commune but is within 

the range of 1% - 5% of the value of the development. It is paid in two instalments: the 

first within 18 months of planning permission being granted and the second within 36 

months. 

The taxe départementale des espaces naturels sensibles is a similar tax on developers 

to compensate the commune for the upkeep of open spaces and forests. It is valued at 

1% of the value of the development. 

The taxe départementale pour le financement des dépenses des conseils d’architecte, 

d’urbanisme et de l’environnement (TDCAUE), is a tax on new buildings, at a rate of 

0.3% of the development value, to fund the free architectural and planning advice service 

for the commune. 

The participation pour voies et réseaux (PVR), is a Highways tax that is normally going to 

be payable as part of a new development project, to go towards the cost of new or 

improved highway services. 

The taxe de raccordement à l’égoût (PRE) is designed to compensate the commune for 

the costs of connecting the development to the water and sewage network. 

Since March 2012, developments have been subject to the la taxe d’aménagement (TA). 

This tax effectively merges the above taxes into one for administration purposes, with no 

substantive consequences.   

 

French planning specialists from the Institut d’ Urbanisme in Paris tell us that “nimbyism” is a 

much less prevalent and largely insignificant force in France. On one hand, at local level the 

community does not get overly involved in the planning system.  Residents perceive that 

they benefit from the compensatory mechanisms within the planning system described 

above; these reduce the perception that  individual interests are threatened by development.  

Local authorities lead the development in conjunction with the developers: thus according to 

the French specialists as far as French developers are concerned it is the commune  rather 

than a broader section of the local community which needs to be brought on board. National 

environmental pressure groups exist but one French planning specialist told us  that it is very 

rare for their interventions to stop a development: more frequently  they  secure 

amendments to the plans.  

 

French planning academics believe that there is a direct link between the community level 

incentives in favour of development and the lack of “nimbyism” within the French planning 

system.  

 

The major difference between the two systems is the closeness of the commune to local 

residents.  French communes number 36,000, while England has just 326 local authority 

planning bodies. In France communes are small enough and close enough to residents to 
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allow a series of developer-funded compensation schemes to make a difference in public 

attitudes. In England local authorities are too large and the fruits of any developer payments 

too remote to have the same effect. 16  

 

The Dutch Model  

 

Holland has the highest levels of population density in Europe17 and has been highlighted by 

the International Academic Association of Planning, Law and Property as having one of the 

most pro-development planning systems in the world18. National infrastructure is the 

responsibility of the Ministry of Infrastructure and the Environment at the national level, but 

planning and spatial matters are otherwise regulated by the municipalities at regional level.  

Municipalities act as land developers: they not only have public responsibilities but an active 

role in servicing the land. Almost every development is achieved through private-public 

partnerships which are one legal entity and which share the profits of development.  

 

According to a planning specialist from Utrecht University, the underlying approach of the 

Dutch planning system has been on creating incentives for local residents to support 

development. There is a compensation scheme for residents who suffer damage from 

planning decisions. Such compensation is seen as separate from spatial planning and is 

regulated by different bodies. The amount depends on the type of planning and type of 

development, with an average payment of around €10,000. Independent experts assess the 

compensation at the moment the planning is approved. Compensation is paid by the local 

authority, but in practice there are voluntary agreements with developers who reimburse the 

municipalities for these costs. With major infrastructure projects, it is the central government 

that is responsible for paying out the compensation.  

 

According to officials from the Ministry of Infrastructure and the Environment, the Standard 

Social Risk and foreseeability test limits the amount of compensation. The Standard Social 

Risk is based on the policy that local residents should accept some of the cost of providing 

for the needs of society at large, and increasingly there is now an acceptance of the 

individual burden to facilitate development. Under the Standard Social Risk there is a 

threshold of 15% for annual turnover of commercial premises and a threshold of 2% for 

residential properties in market value, before compensation is paid out. The foreseeability 

test is a particularly important barrier as residents are usually given around 10 years notice 

and are therefore expected to foresee the later devaluation in property value.  

 

The average amount of compensation that is approved is about € 10,000, while the total 

amount of compensation awarded in the Netherlands is estimated to be €20 million per 

year19. These compare with an estimated total investment in construction in the Netherlands 

of €55 billion in 2004. 

                                                           
16

  Idem 7 
17

  Sources: ONS (2006), Centraal bureau for de statistiek (2011), Statistische Amter des Bundes und der Lander (2011), 
    Research Centre of the Flemish Government (2011), Bundesamt fur Statistik (2009)  
18

  http://www.plpr.tu-dortmund.de/_Downloads/papers/PLPR2010_Paper_Hobma_F.pdf  
19

  W. Kuiper, Planschade snel goed regelen [Dealing with Planning Compensation Quickly and Appropriately], Vastgoedrecht 
 2004-4; Fred Hobma and Willem Wijting, Land-use Planning and the Right to Compensation in the Netherlands, Washington   
 University Global Studies Law Review Volume 6 No 1 2007. 

http://www.plpr.tu-dortmund.de/_Downloads/papers/PLPR2010_Paper_Hobma_F.pdf
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As one finance specialist from one of the Big Four accounting firms commented, these costs 

are negligible compared with the size of national infrastructure projects and the value of 

completed assets. 

 

Individual compensation is a new Dutch development: previously it was only the 

municipalities that were compensated. According to a planning academic from Delft 

University, planning compensation is therefore now seen as an extra profit for the 

landowners, who, for the first time, are able to directly share in the profits of development.  

 

 

 

 

 

Table 4 

Act of 20 October 2006 containing new rules for spatial planning (Spatial Planning Act) 

Netherlands 

Chapter 6. Financial provisions   

Part 6.1 Compensation Section 6.1  

1. The municipal executive shall on application award compensation to a person who suffers or 

will suffer loss in the form of a loss of income or a reduction in the value of property due to one 

of the causes listed in subsection 2 in so far as the loss should not reasonably be borne by the 

applicant and compensation is not otherwise sufficiently provided for.  

2. The causes referred to in subsection 1 are:  

a.   a provision in a land-use plan or imposed land-use plan 

b.   a provision in an amendment to a plan, an amplification of a plan, a dispensation or a 

further    

      requirement  

3. The application shall explain the basis for the claim and state how the amount claimed was 

arrived at.  

4. An application for compensation in respect of a cause shall be submitted within five years from 

the time when the cause referred to in subsection 1 became final.  

Section 6.2 1. The applicant himself remains liable for loss which falls within the scope of normal 

societal risk.  

2. The applicant in any event remains liable for:  

a. loss of income: an amount equal to 2% of the income immediately before the loss was  

    incurred 

b. depreciation in the value of property: an amount equal to 2% of the value of the property  

    immediately before the loss was incurred  

Section 6.3 In arriving at its decision on the loss eligible for compensation, the municipal executive 

shall in any event take account of: a. the predictability of the cause of loss; b. the options available 

to the applicant to prevent or limit the loss.  
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Some mechanisms for fees charged to developers are available, as further compensation at 

the municipal level, but this widely varies from one council to the next. There are ‘lists’ of 

development, whereby local authorities can raise levies on developers to compensate for 

infrastructure needs.  

 

An expert from Utrecht University told us that as compensation  for residents has increased  

nimbyism in Holland has been decreasing. There is a public acceptance of the need for and 

benefits of development.  

 

According to officials from the Dutch Ministry of Infrastructure and the Environment, less 

than 10% of developments nationally are blocked  by nimbyism. Local opposition may cause 

delays but in the end almost all developments will go through.  

 

Because of the compensation schemes it has been seen as fair to limit appeals and judicial 

review challenges: 

 

Local groups only have the power to lodge an appeal if they are organised in the form of a 

legal entity so they must have a legal form. 

 

The group’s legitimate objectives under the terms of its governing instruments must include 

the matter on which it seeks to challenge development. So if the group wants to oppose 

wind farms it must have this purpose within its governing instruments. 

 

Recent legislation limits the use of statute to those rules which were designed to protect the 

interests of that organisation.   

 

Case law has further enshrined a broad measure of appreciation, whereby the courts will try 

to avoid interfering in policy decisions. According to Dutch officials cases taken to  court 

frequently fail as invalid actions and the claimants are told that they should seek redress 

through the separate compensation system. Breach of environmental statutes, by contrast, 

will block  development plans.  

 

 

Table 5 

How the Dutch Compensation Scheme works 

 

Local authorities handle planning proposals and grant planning permission under Spatial Planning 

regimes. 

 

Residents who believe they will be detrimentally affected by a planning permission can apply to the 

local authority for compensation, setting out the basis of the claim and the amount being claimed.  

 

An application must be within 5 years from the date on which the planning permission was granted. 

The local authority will charge applicants a fee usually of €300, which is to be reimbursed if the claim 

is upheld. 
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If the claim is upheld the local authority is to reimburse the claimant all reasonable costs of legal 

representation and other expert assistance used to establish the claim.  

 

It is the responsibility of each local authority to lay down rules regarding the format and processing of 

an application for compensation.  

 

Where planning permission is granted for a planning proposal which has been wholly or partly 

promoted by a public body other than the local authority, the authority may request that public body to 

contribute to the costs of compensation.  

 

 

Direct Compensation 

 

A majority of the specialists who spoke to TIF thought that a core shortcoming with the 

current British system is the lack of any pro-development incentive: local residents who may 

actually have benefited from a development are swayed by entrenched perceptions that 

development would inevitably cause harm.  This phenomena can be seen in relation to 

aviation the amount of noise pollution has been reduced by roughly 66% since 1988, yet the 

number of noise complaints has increased20.  Economic incentives would help overcome 

these mistaken perceptions.   

 

Cash compensation for residents affected by development could prove a useful additional 

tool in unblocking Britain’s Town and Country Planning system and make it more friendly 

towards economic growth and development.   

 

It is a piece in the jigsaw that is not yet in place.  It could build upon existing s106 

agreements and the Community Infrastructure Levy. Given the acute need for both 

infrastructure and housing investment over the next decade, compensation could be funded 

through allocation of existing funds for local authorities, including the Community 

Infrastructure Levy and the New Homes Bonus. 

 

The need for an incentive is supported by a study by the University of Edinburgh which 

suggests that the use of draconian legislation simply to restrict the ability of local people to 

influence planning proposals will in fact enflame nimbyism21. 

 

As this report has shown using expertise from France and the Netherlands both countries 

report that the effective use of compensation techniques can shift attitudes and give 

residents and communities a stronger incentive to support development.  In France the fact 

that 36,000 communes are decisive on development plans means that decisions and 

spending of compensatory funds, raised through taxes on developers, are automatically 

close to local residents.  The decisions are visible and benefits obvious 
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   CAA Insight Note: Aviation Policy for the Environment, December 2011 
21

   Anthony Trewavas, Public Perception of Wind Farms, University of Edinburgh 
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Britain has much larger local authorities.  Neither section 106 agreements nor the 

Community Infrastructure Levy or New Homes Bonus are yet viewed as having a powerful 

influence on local opinion because, interviewees told us, they are seen as being too remote 

or as a form of tax extracted from developers by local government. 

 

Yet the need for compensation in the UK is highlighted by the fact that, across the 

construction sector, it is normal practice for voluntary compensation mechanisms to be 

established by developers. For example Property Market Bond schemes have been 

advanced by BAA: local residents who will potentially be impacted are issued with bonds to 

the value of pre-development property prices. These will be redeemed by the developer in 

exchange for the property if the property fails to sell on the open market. The guarantee of a 

pre-development market value has been identified as one of the most effective means of 

allaying residents’ fears and encouraging those who support development to get involved in 

the planning process.  

 

The 2011 public consultation on HS2 put forward three types of compensation scheme, 98% 

of those expressing views on the merits of the three options supported the property bond 

option, including the Council of Mortgage Lenders, the British Banking Association, the 

National Farmers Union, the Country Land and Business Association and the National 

Association of Estate Agents.  

 

Learning from these lessons, the Dutch model compensation scheme seems suited to British 

needs.  It has a number of advantages: 

 

a. Independently assessed compensation averaging €10,000 per case is paid to 

residents who have suffered real detriment because of economic development in 

their area. 

 

b. To qualify, the detriment must be above and beyond that they should be 

expected to cope with as members of society. 

 

c. Because a fair and independent compensation system is in place, the workloads 

of appeal systems and courts are reduced and the courts direct applicants back 

to the compensation scheme. 

 

d. The perception of fairness reduces the danger of nimbyism becoming 

institutionalised and a nimby anti-development industry blocking major schemes 

indefinitely.  Tight locusstandi rules  prevent those with no connection with an 

area from running ideological or political campaigns against development. 

 

e. The system therefore compensates those truly affected and deters those who 

might jump on an anti-development bandwagon. 

 

f. This system costs a very modest €20 million or £16 million per annum – in Britain 

with its larger population the cost might be some five times that amount, or £80 

million, but this should be seen in the context of the benefit of the  economic 
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development which is at stake: government has recently indicated that it is 

prepared, for example, to guarantee up to £40 billion of infrastructure projects. 

 

The Dutch legislation model set out in this report could be suitably adopted into English law 

and a compensation scheme could be up and running by the end of 2013.  Compensation 

assessors could be found from within the Lands Tribunal or the Planning Inspectorate, both 

agencies have significant existing expertise.  

 

The compensation scheme could be introduced as a three year pilot, capped at £300 million 

over the period, before its effectiveness is reviewed under a sunset clause.   

 

British law already provides a compensation model in a similar area – when landowners 

rights exercised through easements may be bought out through negotiation when a 

development will contribute to the promotion or improvement of the economic, social or 

environmental well-being of the area (section 237 Town and Country Planning Act 1990).  

Compensation schemes work well, for example, in motorway construction, in road widening, 

the building of bypasses, as well as in areas of compulsory acquisition. 

 

Introducing direct compensation would help to depoliticise contentious developments, 

reduce the incentives to lobby against them, separate those with a real grievance whose 

property may suffer a detriment from professional protestors or ideological opponents of all 

development.  

 

The interviews carried out for this report have revealed a number of other areas which 

highlight concerns with the current operation of the local authority planning system.   

 

Many interviewees have suggested a review of the thresholds for the National Infrastructure 

Planning framework under the Planning Act 2008 to make sure that critical infrastructure 

projects can, where appropriate, be dealt with by the National Planning Inspectorate, rather 

than at local authority level. 

 

Interviewees have suggested too that Infrastructure UK and other central Government 

agencies should have their role developed so that they can deploy their expertise in a more 

hands on way to help with problems at local level.  Infrastructure UK could, for example, play 

a constructive part in helping to develop National Planning Statements under the Planning 

Act.  Its expertise could assist planning inspectors and local authorities when handling 

infrastructure cases.  

 

There is concern that the Special Parliamentary Procedure provisions could reopen 

duplication for nationally significant infrastructure projects – the Government should bring 

forward its review in this area and draw a clear distinction between the fast track 

infrastructure planning system established by the Act and the older parliamentary 

procedures. 

 

As more National Policy Statements emerge sponsoring Departments (DECC, DPT, 

DEFRA) should ensure that they recognise the need for co-ordination of cross sectoral 

issues: Infrastructure UK would again be able to assist in this area.   
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In recent weeks there are highly encouraging signs of the Government revisiting its growth 

agenda with an especial focus on the need to remove impediments to important 

development projects which could improve Britain’s economic competitiveness. 

 

For example, a number of recent decisions by the Secretary of State for Communities and 

Local Government, Rt Hon Eric Pickles MP, have encouraged our interviewees with signs 

that the importance of economic development is fully appreciated in the Department and in 

the Secretary of State’s decisions. 

 

The 2008 Act and the Community Infrastructure Levy have marked a significant step forward 

but in the view of those interviewed for this study the improvements at the national level 

remain unsecured in many local authorities. 

 

A renewed push to help incentivise councils to promote critically important infrastructure 

development is now required.  A direct compensation scheme for residents would help shift 

local attitudes, alter incentives and help local councils to come to better decisions.   

 

Recommendations 

 

 Government should extend community-level incentives like S106 schemes and 

the Community Infrastructure Levy to include cash compensation to individual 

residents affected by development, as operated successfully in the 

Netherlands. 

 

 Ministers should recognise that residents are seeking to secure their economic 

interests, rather than looking to get deeply involved in the planning system and 

that direct cash compensation on the Dutch model would reduce ‘nimbyism’  

 

 An effective scheme could be introduced at an annual cost of £80 million and 

capped at £300 million maximum over three years using a sunset clause.   

 

 Monetary incentives are the fairest way of ensuring those who are 

detrimentally affected by development will share in the uplift in value which it 

creates.  

 

 Compensation for individuals could be funded through the re-allocation of 

funds for local authorities, including the Community Infrastructure Levy, and 

possibly the New Homes Bonus Scheme.  

 

 A review of the thresholds for the national infrastructure planning framework 

under the Planning Act 2008 should take place to ensure the inclusion of 

critical infrastructure projects which are currently falling outside the 

framework. 
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 The role of Infrastructure UK should be developed to allow it to offer “hands 

on” assistance in helping to advance major infrastructure projects, including 

through direct help with blocked planning applications. 

 

 The Government should bring forward its review of the Special Parliamentary 

Procedure provisions in the Planning Act 2008, in order to remove potential 

duplication in the consenting regime for NSIPS. 

 

 There should be a requirement on the Departments sponsoring National 

Planning Statements for planning (DECC, DTP and  DEFRA) to ensure that the 

statements  recognise the need for co-ordination of cross-sectoral issues.  

 


