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Introduction

The land administration reforms that have been funded across the world during the last decades have focused on building or rebuilding land title registration and cadastral systems. Grants or loans that supported capacity building concentrated on providing the necessary skills to operate the new technologies that were being introduced but strategies for long-term sustainability were rarely built into these programs. The development of business skills and a business ethic were not and often still are not regarded as a priority. Today the beneficiaries of many of these programs are facing a crisis since much of the technology of the 1990s is now obsolete. It needs to be replaced but how can this be achieved? Who will pay for what some call ‘technology refresh’? 

When the UN Economic Commission for Europe Task Force prepared the Guidelines on Land Administration in the mid 1990s there was some robust discussion over what role the private sector should or might be able to play. The majority thought that those who work in the private sector cannot be significant partners in the administration of the land books and the cadastre as their primary motive was to make a profit. The idea that government agencies should operate on business lines and recover some or all of their costs, let alone make a profit, was not seriously considered and hence it was given little attention in the guidelines. 

The consensus view was that the responsibility both for the cadastre and for the land book system lay with the central government. After all, land administration involves land title registration and in most countries this is an integral part of the legal services that government provides. The cadastre is involved both with taxation and land use control and hence to introduce additional charges on the taxpayers for products and services that they already pay for through land and property taxes seemed unreasonable. The delivery of government services, or so the argument ran, should be conducted and funded by the State out of general revenue. 

Attitudes since then have changed. The pressure for privatisation has grown in many sectors of the economy and many countries now accept that not only is there much that government agencies can learn from private sector practice but also that public/private partnerships can lead to greater efficiency. At a policy level this is because the growing demands on governments to deliver better services cannot be met without more money and this has ultimately to come either from everybody through taxation or from those who benefit directly from the services being provided. If you were a politician who was asked to choose between allocating one million Euro to improve a hospital that will help the poor or to provide additional funds to a land administration system that benefits primarily the rich, which would you choose? 

There are of course aspects of a land administration system that benefit the whole community, such as secure title, efficient tax collection and transparent land use control. An efficient and effective land market brings universal benefits from improvements in agriculture in rural areas through to increased levels of investment in the urban economy. A well-organised rental market system can lead to the more efficient use of agricultural land by helping farmers to rent land that they cannot afford to buy but which they can use productively while in urban areas it creates opportunities for people to move to locations where work is currently available. Surely the State should be encouraging this process? 

The bottom line however is that in every nation resources are limited and the maintenance of any government service must either be partially or fully self-sustainable or else clearly justifiable in terms of the benefits that it provides. Even in the latter case, such as in the health services, the need for efficiency is paramount and the perception now is that this can best be achieved by adopting the principles if not some of the practices of the business world. 

The case for adopting a business approach

Across the world there are now moves towards greater commercialisation in land administration and the treatment of land-related information as a commodity that can be bought and sold in the open market. Much of the debate within agencies has focused on cost recovery and on deciding what balance there should be between funding by the State and funding from other sources. Adopting a business approach does not however mean that agencies must strive towards cost recovery although that may be a consequence rather than the rationale behind the strategy. Whereas some of the reasons why this change is happening are politically or ideologically motivated the bottom line is concerned with only one thing – sustainability. 

The trouble is that the life of most computer systems today is relatively brief; hence all land administration agencies face the same fundamental difficulty, which is sometimes called ‘technology refresh’. How do you sustain the system when there is a need to replace the hardware and software every three or four years, which is the life span of much computer technology these days? Such a short period is less than the duration of many parliaments so that land administration agencies that are dependent on government funds have to make repeat applications for more money to the Treasury and Parliament; almost as soon as they receive one grant they have to go back for another. The more an agency becomes capital intensive the more it needs to spend on the maintenance and replacement of its equipment. 

Apart from the need for money for technology replacement there are other reasons why a more commercial approach is necessary. These include:

· The need to raise money to fund the maintenance and the expansion of the service. Aid agencies such as the World Bank are now focusing on other geographical areas and have other priorities while central governments have other calls on their available resources.

· The opportunity to increase economic efficiency by enforcing accountability and introducing a culture of concern for the costs. This encourages agencies to focus on what the user community really needs. 

· The reduction of waste - both of material and human resources. The driving political motive in some countries is to slim down the civil service that has become an excessive burden on society.

· Demand management. This includes discouraging profligate users, especially other government agencies accustomed to receiving products and services for free. There is in fact no such thing as ‘free’ since someone pays, albeit out of central government funds.

· Addressing equity in the distribution of data and services. Those in the commercial sector who benefit from accessing public data are often in effect being subsidised by those who cannot or do not use the service. A commercial approach should lead to greater fairness in paying for the service.

· Ensuring competitive neutrality when agencies offer services in competition with private sector providers. Agencies need to charge prices that do not unfairly undercut commercial suppliers - for instance when surveying and mapping agencies sell products that compete with those offered by the private sector.

· Being in conformity with international agreements for example with the protection of other people’s intellectual property rights, especially copyright. There should not be one set of rules for government and another for the people they serve. 

The case against a business approach

Traditionally government agencies have distanced themselves from the business ethic and avoided commercialisation. There are a number of practical reasons why many people are still reluctant to go down this path. In particular:

· Land administration services are seen as a public good. They benefit all the community in one way or another. A commercial approach in which the user must pay will mean that only the rich will benefit and the poor will be excluded. 

· There is a need to provide services that cannot or will not be funded by the private sector. An example is the mapping of remote areas where money from the sale of maps can never cover the cost of their production but where the mapping is needed in case of disaster or for social reasons. 

· There will be a move towards cost recovery in which other government departments are billed for products or services. This only moves money from one government organisation to another and is purely a bookkeeping exercise. The administration of marginal cost recovery from other agencies is an expense that adds to government overheads. 

· The competition that is a consequence of a business approach can lead to conflict between agencies who in a business climate will give their own needs priority over those of other agencies. Co-operation between government agencies is difficult enough to achieve without introducing additional complications. Rather than pay another ministry for a service for which for instance there may be no budget provision, it is often easier to duplicate what others are doing. 

· Some business activities will be inconsistent with cost recovery – for instance some cadastral agencies are required by law to charge a merely nominal rate for their services so as to encourage poor people to participate in the land market. 

· There is a need to allow the weak and the poor to gain access to government services. If there is too much focus on a business approach the poor may suffer more than the rich. 

· Benefits already flow from the users for example through the payment of property taxes, value added taxes, corporation taxes etc. By becoming more commercial, agencies such as the cadastre may in effect be introducing double taxation since cost recovery is already built into the system if it is used for tax collection; the cost of gathering cadastral data for land and property taxation should be a small percentage of the revenues collected. 

· A commercial approach can impede market development, particularly for products with small sales and/or a short market life. This is especially true of survey and mapping products the benefits of which only arise when the products are used. Even then, many of these benefits are intangible and not easy to identify. If the price is too high then purchasers will be discouraged and the benefits will not be realised.

At the end of the day it is of course a political issue how such things as ‘technology refresh’ are funded because these concern the allocation of national resources. Given that other countries are finding that it is possible for land title registry systems (as in the U.K.) and cadastres (as in the Netherlands) to be self-financing, the incentive to demand full cost recovery and to grant financial independence to land administration agencies is high. What politician is likely to support their continuing subsidy when it can be shown that in other countries it is not needed? 

The cost of building and maintaining systems
It is of course necessary to distinguish between the cost of building a land administration system and the cost of its maintenance and continuing operation. Building both a national cadastre and a land title registration system are expensive processes. The cost of rebuilding an out-of-date cadastral system can run into more than a billion Euro depending on the size of the country and the precision of the survey data. Such an investment is hard to justify unless it can be shown to generate revenue or to produce identifiable benefits that are in excess of the costs. When the system has reached a critical mass of transactions it should reach a point at which it becomes self-sustainable. 

There is mounting evidence that this is possible, although proof remains difficult. For example, a study in the UK suggested that the work of the national mapping agency underpinned over 150 billion Euros of investment. This of course is not the value of the service, simply the assets in the community that are somehow or other dependent on it. Such apparent benefit has not however persuaded the UK politicians to demand anything less than 100 per cent cost recovery when maintaining the national maps. 

Taken overall, it is generally accepted that building a system needs a substantial level of support from the State, either from existing government funds or through grants and loans from outside bodies. Maintaining and improving the system is a different story and the consensus that is emerging recognises that the operation needs to and can become partially and even fully self-sufficient. 

There are several possibly ways in which land administration services can be paid for and funds for the replacement of hardware and software can be acquired. These include:

1. There is no cost recovery and all operations are paid for by the State. 

This places the system at risk since improving the service, replacing equipment, etc. is at the whim of the Treasury and the personality of the minister heading the agency for land administration. Some ministers have influence, others are weak and ineffective and a change of government or a cabinet reshuffle can significantly affect the availability of funds. Full state funding may be valid for supporting a comprehensive cadastre that is used for tax collection but it discourages alternative uses of the data that have been gathered and hence opportunities for income generation and the reduction of the overall tax burden. The beneficiaries are primarily those who are landowners and are already rich; the cost of their transactions is in effect being subsidised by those who are less well off. Furthermore, by not operating on a business basis, the agency becomes more concerned with satisfying the needs of the bureaucracy rather than the needs of other potential users. 

2. The users pay for the cost of making the data available but not for the cost of their collection and updating. 

This is known as marginal cost pricing. In theory marginal cost pricing enables users to demand a level of service up to the point where the extra benefits equal the extra cost of providing the service. This point is however difficult to determine since for example there may be additional benefits that are internal to the data supply agency. This also applies when the agency offers a commercial service that is also being offered by the private sector. The obligations as a monopoly service provider may result in cross-subsidies that lead to unfair competition. 

There are two categories of user – government and non-government. Other government agencies can be charged for the provision of data but it is more usual for costs to be passed on to non-governmental bodies and individuals. The recovery of marginal costs allows data to be used by those outside the agency that supplies the data since it receives compensation for the additional work that is necessary to make the data available. The cost of transactions can be kept low, thus allowing poorer people to make use of the service but there is little incentive to improve services or to look for new markets. There is no sharing of the profits from the potential value-added services, which can cause resentment among those responsible for data provision. The agency still remains dependent on central government for funding the maintenance of all aspects of the system as well as investment in new technologies. 

3. There is partial or even full cost recovery. 

In this approach the data or service-providing agency charges not only for the handling of data but also for their collection, storage and maintenance. The per cent of the running costs that are recovered varies but inevitably over time there are pressures to increase this until the full operational costs of the agency are paid for from fees. Some of these fees may come from the central or local government through service level agreements that guarantee that the agency makes certain types of data and services available for an agreed price. In general, mapping agencies (including cadastral agencies) find it difficult to raise money from the general public and may depend substantially on such agreements. Land Book agencies find it easier to pass their costs on to the users and hence are more likely to achieve full cost recovery. 

There is a danger that the cost of transactions will deter some people from registering property transfers resulting in an informal land market running in parallel with the formal. The cost of transactions needs to be kept low if people are to be encouraged to use the system. While under-pricing may help to encourage the use of the data and generate volumes sufficient to achieve lower unit costs through economies of scale, there will come a time when in effect non-users, including the poor, are subsidising the rich.

With partial or full cost recovery there are two scenarios, one in which the money collected by the data and services provider is returned to the Treasury and the other in which the money can be reinvested by the agency responsible for collecting it. In both cases the agencies need to operate along business lines and this in turn tends to make them more efficient and more answerable to the users of their goods and services. 

4. There is more than full cost recovery so that either the profit is reinvested in the agency so that new equipment can be bought or else the government can use the money raised to under-write its other commitments. 

The idea that a government agency is a business requires a significant cultural shift that is often very difficult for those who have been brought up in a central government service-driven environment. In reality it should lead to the better provision of services, based on what people want and need rather than on what those in authority think is good for the general public. Agencies become more accountable to the public and develop an improved understanding and identification of those products and services that are of a commercial nature and are marginally, or not at all, a public good. 

Joined-up government, sharing information and sharing costs

The moves towards networking between government agencies and the creation of national land information services are resulting in the joining-up of different government department data sets. At one level this is a purely technical operation and although the technical problems are complex they can be resolved with time and money. Sharing data poses a whole lot of different problems not the least of which are the levels of fees to be charged and the manner in which the revenues are to be shared. What happens in linked systems? Who, for example, should benefit from copyright fees when the data belong to the government? If revenues generated go straight back to the Treasury then there is little incentive for the data supplier and the issue of technology refresh remains unresolved. 

A linked system implies a common approach towards the cost of providing information and hence cost recovery within a common national information framework. There have been cases where the same information could be obtained either on payment of a fee at one government office or for free from another. Cost recovery must operate within a ‘joined-up’ policy. According to the OECD, many cost recovery arrangements are ad hoc, lack transparency and have poor accountability and review mechanisms. Some are inconsistent with sound economic principles and are in danger of distorting the allocation of resources, which can ultimately result in a reduction of living standards. 

There is also a danger that the financial incentives that benefit individual agencies become incompatible with overarching government objectives by discouraging co-operation with other government organisations that are working to a different business model. This is proving to be the case in the UK where agencies have been reluctant to modify their own business plans to meet the greater good of the community as a whole; modifications may save the country as a whole money but may actually increase the costs of some individual agencies. 

It is now generally recognised that linkages should begin to be established between agencies and that from the user’s perspective there should be one point of access to both systems. It should not for example be necessary for someone purchasing land to have to go separately to the Land Book Office (to obtain title data), the Cadastre (to get details of tax values and property boundaries), the Municipality (to find out about physical planning restrictions and use rights), the Ministry of Agriculture (for data about farming quotas and restrictions), and others such as those who record geological data and the dangers of building subsidence. There should be a ‘one-stop shop’ with what appear to the user to be seamless links between the Land Book and the Cadastral agencies. 

Unfortunately, this relationship causes difficulties because it crosses the boundaries between ministries and boundaries between professions. An amalgamation between the cadastre and the land book system is usually not popular with the parties concerned – after all they often have very different objectives and ways of looking at the world. Being ‘joined-up’ does not however mean being in the same government agency; rather, it means sharing data and working to common goals. It may mean creating a common ‘virtual’ land administration system from the users perspective but there are many ways in which that can be achieved without changing the basic organisational structure. The key is co-operation and this has to be built into each agency’s business plan. 

As a member of the European Union, any sharing of data must conform to EU norms. There is for example the draft Directive on the re-use and commercial exploitation of public sector documents (October 2002). This applies to all information held by public sector bodies that is generally accessible. The Directive states that all such information should be re-usable for commercial and non-commercial purposes under certain conditions. Basic information should be available for free (such as legislation and regulations) and where charges are made, they should relate at most to marginal costs. 

The key question is whether Land Book and Cadastral data represent public sector information since issues of privacy arise because many items of data are of a personal nature. Revealing the number of transactions handled by a land registry each year clearly falls under the Directive and the information should for example be available through Annual Reports. Revealing the details of ownership of an individual touches on personal privacy and raises separate legal and political issues. There is a parallel with the health service where statistics about the number of operations carried out or the average length of time that people have to wait for an operation should be in the public domain but details about an individual’s state of health are regarded as confidential. 

There is a further issue with regard to openness that arises when agencies adopt a business approach and in particular when they are drawn into competition with the private sector. What information should be regarded as ‘commercial in confidence’?  Government agencies cannot be expected to compete in order to generate funds and at the same time be totally transparent. On the other hand if they are secretive they will be accused of hiding subsidies and therefore being unfair competition, and possibly in breech of EU Directives. Being a servant of the public on the one hand and a commercial operator on the other puts an agency ‘between a rock and a hard place’.

In conclusion

There is little doubt that the adoption of a business approach can improve the efficiency with which information is produced and services are provided. So long as the money raised does not automatically go back to the Treasury this can lead to self-sufficiency. It is however important to stress that the idea that agencies should be run on business lines does not necessarily mean that they must recover all or even some of their costs. A commercial approach is not appropriate for all information products and services but where it is, it can ensure that those asking for information pay some if not all of the costs. The objective should not be to introduce another form of taxation but rather to create a mechanism that ensures the long-term sustainability of the service that is provided. The prime motivation is to achieve efficiency and accountability. To this end a general business approach is not so much about getting money but rather about delivering a quality service – fit for purpose and safe in use. 
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