Changing government policy on compensation issues 
Background
1 Conservative Party has said it wants to examine blight provisions with a view to improving them (Theresa Villiers, House of Commons March 11 2010)
2 We want all parties to appreciate how inadequate current provisions are and how cruelly they would treat people afflicted by HS2

3 Irrespective of the route, the arrangements for compensation are grossly inadequate, and if unamended will deprive many people of the normal enjoyment of their property, deprive them of the value of their largest personal assets, and limit key life choices on their home location and environment. 
Outline:

Statutory Protections

1 There are no statutory protections available to property owners whose properties are blighted by the proposals at this stage (ie since the 11 March announcement)
2 If the government determines that it wishes to proceed with a specific route after the public consultation (scheduled to start Autumn 2010), the ‘statutory blight’ provisions are triggered and Councils are required to start safeguarding the route. This might be in 12 to 18 months at a minimum
3 ‘Statutory blight’ applies to properties that will need to be acquired to build and operate HS2, ie which at some point would be subject to compulsory purchase (eg when needed for construction – years later).

4 The compulsory purchase itself has detailed arrangements – although many have to fight to obtain equitable treatment
5 The owner of a property subject to ‘statutory blight’, can require HS2/SoS (?) to buy the property in advance of HS2 requiring it at the HS2-free value.
6 No other owners of properties have a legal entitlement to have their properties purchased, however extensive the adverse effects will be and large the consequential reduction to the property value it creates 
Owners of properties not required by HS2 have some statutory rights to compensation:

1 For adverse effects from construction (ie actual construction and its prospect)
2 For loss of value from physical factors when the railway has been operating for a year –ie for HS2, at least 16 years hence – and probably much longer.
Discretionary protections

Typically (based on the Highways model) major government projects (eg CTRL, Crossrail) have discretionary schemes where, under special qualifying circumstances, people may apply for the project/council/SoS to purchase their 
property at full project-free market value on the basis that:
1 They are unable to sell except at a price substantially below the project-free value (ie at more than 15%), because of the project

2 They have a ‘pressing need to sell’ and would suffer substantial hardship if they do not

3 The property is seriously affected
The proposed HS2 Exceptional Hardship Scheme (EHS) is such a scheme, which subject to these qualifications would buy residential properties at HS2-free values (NB not 15% less). It will end after the route is selected following the autumn 2010 consultations (when ‘statutory blight’ starts). Past evidence suggests a further but similar hardship scheme will commence, to cover the period through to HS2 being operational.
Typically the geographical scope of discretionary schemes for rail has been very tight, as with road schemes, with purchase only being made for properties contiguous with the land taken by the project or within a short distance, ie 100 metres (120 metres from centre line for CTRL).
In practice all these hardship schemes do very little to redress the injustice of depriving owners of the enjoyment and value of their properties. In addressing the most extreme and intolerable products of compensation arrangements that are unjust, hardship schemes serve to preserve indefensible arrangements through defusing what would otherwise be the most volatile flashpoints for popular reaction (eg poor elderly granny unable to go to a nursing home).

Discretionary compensation arrangements operated by some private sector businesses (BAA, Central Railway) dropped the hardship requirements; and also introduced schemes with ‘price protection guarantees’ that are attached to the property with open market sales freely continuing.
Inadequacy

The impact of a high speed railway – with speeds of 400km/hr – is plainly considerably more extensive than to contiguous or very nearby properties. There is already generalised blight on property values within a far greater range than those on or in the close vicinity (on a highways or CTRL interpretation).

When British Railways Properties Board operated a Voluntary Purchase Zone for CTRL (120m either side of the centre line) and offered to buy properties falling in it, they bought many properties, reselling regularly at a 40% loss. The Parliamentary Commissioner for Administration (1994/95 Session) reported that owners expect equitable compensation, and that blight occurs at considerable distance as buyers apparently prefer not to risk purchasing properties near to road or rail developments. There is a mass of available evidence on extensive property blight.
The essence of an AONB is tranquillity and beauty: property prices are high reflecting this. Noise pollution consequently has a far greater adverse impact on an AONB than in an urban area. Simple rules on a uniform distance from the line, ignore this reality.
The current arrangements mean that people wanting to move for entirely normal reasons (downsizing, retirement, relocation, children’s schooling) can only do so through accepting the loss of value of their properties – if they can sell them at all. Given the average tenure of a home is about 5 years, a minimum 16 year period before any compensation is available (which is unlikely to give full value, as loss of view is specifically excluded) is grotesque.

The blight will remain unless HS2 is officially abandoned or another route selected.

Policy
The issues that concern compensation policy are:
1 Where works are done in the national interest, it is wrong that particular individuals should bear any loss in value of their property. The costs of reducing property values should be an element in the cost of the works, with individuals who are adversely affected fully and fairly compensated.

It may be the case that there is an excessive reaction to proposals, and that in the fullness of time far fewer properties are adversely affected, and that those that are suffer smaller value losses than the interim reactions. People are not entirely rational – and neither do they have a clear impression of exactly how bad the ultimate effects will be, especially for a 400km/hr railway with 15 trains/hr which no one in the world yet operates (except the Shanghai Maglev (with 30km of track)).

However, this is not the doing of those adversely affected, and it is still a consequence of the project. If HS2 Company believe that the detriment they create is more limited than is reflected in the market, they could choose to hold a portfolio of properties that are currently adversely affected, selling them later. If the government are right, it loses no money; but the evidence is that areas stay blighted for years.
2 It is inherently unreasonable to compensate only those people who want or need to move for reasons on an arbitrary list. People should be free to move where and when they wish without suffering a financial penalty imposed by HS2.
3 Fixed and highly restrictive criteria of proximity, and specification of arbitrary physical requirements, disregard the real impact on property owners of the damage done to market values from the project. Property owners are the victims of government actions, and while some of the consequences on property values may be unintended they are anticipated, consequently it is right that the individuals be entitled to full and timely compensation. 
4 The threshold of a 15% loss in value is justified on the basis of requiring a discernable difference from the unblighted market value. It is hard to believe that so large a difference is required for ‘discernability’. Even a 10% loss in value will generally considerably exceed the annual income of a property owner.

If compensation were perceived as adequate for those affected, governments would find greatly less negative reaction to major infrastructure proposals. It is the injustice and extreme length of time that major projects take, that creates much of the outrage.
Bruce Weston and Hilary Wharf
27 March 2010


1

