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ABSTRACT

Whereas “vanity” license plates may be purchased directly from motor vehicle authorities in most U.S. states and Canadian provinces, personalised United Kingdom plates historically have been rather more difficult to obtain.  At the same time, however, unlike their North American counterparts, U.K. automobile owners have been permitted to transfer plate ownership between themselves.  This capability has lead to a thriving second hand market, often yielding prices surprising to North American observers.

This paper builds on a previous paper by Collins and Seldon using data from an 84,000 –record database of actual prices paid at auction for plates sold in the UK, provided by that country’s Driver and Vehicle licensing authority. The data confirms previous observations - derived from a database of offers for sale - that certain letter/number combinations are vastly more attractive to potential buyers than others. The sale of permissions to display letter/number combinations as license plates generates significant revenues for British and American vehicle licensing authorities - in the case of the UK operation, some US$120 million annually.  Given similar – though anecdotal – evidence from other jurisdictions, these results raise the issue of whether the free market model should be adopted by jurisdictions in other parts of the world – in particular, in the North American market – and whether such a free market should apply to all licence plates on offer or limited to the set of highly sought-after letter/number combinations.
INTRODUCTION
.  As potential items of conspicuous consumption, licence plates can hardly be improved upon.  They are on display whenever the owner uses his or her vehicle, which may itself be an item prized for its communication of status or wealth.  Each plate is unique; through the appropriate choice of letters and numbers it can transmit a clear signal of the superior social status, purchasing power, wit, or other attribute of its owners.  In addition, licence plates have an advantage over many other items of conspicuous consumption in that they are of little value to thieves.

In North America, automobile license plates are a commodity subject to numerous restrictions.  Typically issued only with the purchase of mandatory liability insurance, they must either be returned to the issuing agency should the vehicle for which they are issued be taken off the road or must be discarded.  It is thus difficult and in most cases effectively impossible (because illegal) to re-use Canadian and United States license plates. In British Columbia, the number/letter combinations of plates are tied directly to the insurance history of the vehicle owner; once retired, they are never re-issued. Over the years, this has meant that the majority of potentially valuable letter/number combinations are held by the Province.
In the UK, all license plates are issued by a single licensing authority, the Driver and Vehicle Licensing Agency...  Plates customarily stay with the vehicle and annual licensing is denoted by a paper sticker in the left-hand bottom corner of the vehicle’s windshield.  There is no provision for the issuance of custom make vanity plates.  In contrast to the North American systems, however, vehicle owners are allowed to trade the right to display license plates without necessarily having them attached to a vehicle.  This has allowed a market in licence plates to develop – a market, moreover, in which the combination of numbers and letters is open to subtle interpretations and which can in turn lead to surprising variations in prices.  For example, in April 2006 a Sikh businessman paid £254,000 (approximately US$505,000) for the plate 
51 NGH, spelling the name Singh.
  The current record price for a plate issued in the United Kingdom is reported to have been £440,625 (£375,000 plus tax), paid for the plate F1 (Formula 1), originally issued in 1904.

Around the world, other markets in plates are in the course of development. The current world record price paid for a plate is 52.2 million AED (United Arab Emirates dirhams) -$14.2 million US – for the right to display a plate bearing the single number 1 in the state of Abu Dhabi. The Abu Dhabi market has been very active in recent years; of the top twenty most expensive plates sold worldwide, fifteen are registered in Abu Dhabi, four in Hong Kong and one is from the UK.  Other active markets exist in Malaysia (top price paid – 300,100 RMT- $97,911 US), Australia (AUD 94,000 - $94,800 US). A plate registered in an interior province of the People’s Republic of China sold for approximately $14,000US. In Shanghai, prices for licence plates of any description average $5,617 US
, but although some number combinations are vastly more preferred than others this average is attributable to a shortage of opportunities to licence rather than a demand for specific letter/number combinations – at an auction held on January 25,2010, there were 18,750 bidders for 8,000 plates. 
PREVIOUS RESEARCH

In Corder and Oswald (2002), believed to be unpublished, the authors extract actual selling prices from DVLA auctions and estimate a linear regression equation to quantify the magnitude of the variables influencing those prices.  

Collins and Seldon (2008) examine asking prices rather than exchange prices. The paper made no attempt at a formal quantification of the relationship between plate characteristics, and confined itself to exploring the relationship between number/letter combinations and offer prices of plates issued prior to 1963.  That data set was chosen because it covered the earliest plates issued (from 1904 onwards) and because it covered only those plates having combinations of six or fewer characters in letter/number blocks.  Plates issued since 1963 have an extra letter appearing in varying positions on the plate, making analysis of patterns substantially more challenging. The data set used, comprising some 12,110 records, was extracted from the web site of Registration Transfers Ltd. on September 21st 2007. The prices used by Collins and Seldon are offer prices made by plate holders or their agents, not those at which plates actually were exchanged.  As can be inferred from the GreatPlateExchange.Com in the U.S., such data are likely to be substantially less reliable indicators of plate values than are actual exchange prices.  

The present paper may be considered an intermediate work, in that it utilises a more reliable – and much larger – database than that used by Collins and Seldon. However, the makeup of the database is more complex than the two to six character plates considered in Collins and Seldon because the new data set includes many seven character plates. 
The seventh character is a letter that appears as follows:-
In plates of the form    L  NNN  LLL

In plates of the form 
LLL  NNN  L

· where L denotes a letter and N denotes a number

The impact of the extra character on plate price is generally negative. The exceptions to this rule are instances where the additional letter can be combined with the other characters on the plate to produce a meaningful communication in the form of a word or acronym. It should be noted that the constraints imposed by the U.K’s Driver and Vehicle Licensing Authority on the number/letter combinations of UK plates have led to the development of cultural conventions in the UK licence plate market where, in efforts to extract meaning – and, thereby, value – from plates, numbers may be interpreted as letters and vice versa, depending on context. Thus, the plate F 14 MES has been interpreted as “FLAMES” – and was purchased by a fire fighter. 
H 41 RDO was interpreted as HAIR DO – and purchased by a Nicky Clarke, a celebrity hairdresser.
THE DATA SET

The data set examined in this paper comprises some 84,000 records of actual prices paid for the right to display and trade a specific combination of letters and numbers on a motor vehicle licence plate. The data set was obtained from the UK’s Driver and Vehicle Licensing Authority, and covers sales made at auction by that body between January 1989 and June2008. The Driver and Vehicle Licensing Agency (hereafter DVLA) is an executive agency within the United Kingdom’s Department for Transport (DfT). DVLA was established in 1972 to aid road safety and general law enforcement by maintaining central accurate registers of drivers and vehicles; and collecting Vehicle Excise Duty (VED). DVLA holds records on 43 million drivers, and 36 million licensed vehicles
.
The market in UK licence plates is at least 30 years old.  Offers for sale are listed by individuals and specialist plate marketing companies in newspapers and on Web sites. The DVLA also participates in marketing by auctioning plates in its possession. The strength and depth of the market has led some to regard certain personalised plates as an investment.  The following table shows examples of past sale prices and claimed current market values of such plates.

	Some examples of “return on investment” 
	
	
	
	 Annual  return

	Registration 
	Date 1 
	Price £
	Date 2 
	Price £ 
	Increase £
	Increase %
	  (Crude   average)

	FCA 5H 
	Feb-08
	648
	Aug-09
	7247
	6,599
	1018%
	679%

	MAC 4W 
	Oct-08
	810
	Nov08
	4,250
	3,440
	425%
	5096%

	1 DYK 
	Aug98
	2,800
	Dec-08
	11,900
	9,100
	325%
	32%

	1 PEY 
	Feb-04
	5,200
	Jan-10
	20,681
	15,481
	298%
	50%

	BUL 8S 
	Jun-06
	2,100
	Feb-08
	8,340
	6,240
	297%
	188%

	WAG 574F 
	Apr-07
	1,100
	Nov08
	3,530
	2,430
	221%
	156%

	HEN 2Y 
	Jun-05
	6,300
	Jan-10
	20,000
	13,700
	217%
	47%

	2 ROY 
	Jul-95
	3,400
	Nov08
	9,000
	5,600
	165%
	12%

	G21 FFO 
	Feb-07
	2,101
	Aug-09
	5,000
	2,899
	138%
	138%

	VIP 1 
	Jun-04
	62,000
	Jan-06
	200,000
	138,000
	135%
	141%

	9 EMS 
	Sep-08
	5,132
	Jul-09
	11,979
	6,847
	133%
	111%
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As can be seen, some plates demonstrate very rapid increases in prices paid over very short periods of time. These movements may be attributed either to imperfections in the information reaching the market or to a change in the composition of the market. 
HYPOTHESIS

Anecdotal evidence suggests that price data would be heavily skewed, with the value of the mean price for any group of a given number exceeding the median price for the group. Accordingly, plate prices were sorted to give a graph relating the price paid for a plate to the number of instances of a given plate price. 
OBSERVATIONS
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The data set for the above graph was limited to 32,000 instances, as this is the maximum number that the Excel graphing function will handle. The value of the first instance is £201,000; of the 32,000th instance, £3,400;  of the lowest instance, £148.Note that the DVLA sales price database does not include the UK’s highest – priced plate – registration number F 1,  This plate is one of a number of high value plates sold privately.
As presented, the graph appears to represent a demand curve. However, it should be remembered that while the graph is a faithful representation of prices achieved, each object is necessarily unique, and so the graph cannot be considered to be a demand curve in the classic sense of the term. Furthermore, the values recorded were not, as was the case with the Collins and Seldon paper, recorded at a single point in time, but were accumulated over a twenty year period. 


Ordering the plate sales in terms of value reveals the following..

The one thousand most valuable plates were sold for £21,483,650.

The next thousand most valuable plates were sold for £11,249,150 -52.4% of the first thousand.

The third thousand most valuable plates were sold for £9,210,887 -81.9% of the second thousand. Subsequent tranches of a thousand sales show a difference in value between successive tranches settling at around 98%.The value of the tenth tranche of one thousand plates is 26.5% of the first tranche. Within each tranche, the values of first and median values are as follows..
	
	               First Sale
	  Median (500th) Sale

	First Thousand
	£ 201,000
	£ 17,200

	Second Thousand
	£ 13,000
	£ 11,000

	Third Thousand
	£ 10,000
	£ 9,100

	Fourth Thousand
	£ 8,500
	£ 8,100

	Fifth Thousand
	£ 7,700
	£ 7,400

	Thirty-second Thousand
	£ 3,500
	£ 3,400

	Eighty-fifth Thousand
	£ 250
	£ 213 (370th Sale)


These numbers, together with the graphical presentation, confirm the hypothesis that the data is consistently skewed, producing a pattern of a small number of high priced plates and a large number of relatively low-priced plates.
IMPLICATIONS

The total of the prices paid in the DVLA database is $281,061,726. All of this money, less selling expenses, has been remitted to the UK Government via the DVLA. In contrast, if the UK were to rent out an equivalent number of vanity plates (the current North American practice) at £50 per year for 10 years (the average life of a motor vehicle) it would collect £ 42,370,000
The DVLA is continuing to issue high value plates sold in face-to-face auctions at the rate of approximately 1,500 plates every two months. In addition, it conducts on-line auctions of the low-value plates it owns, and collects a transfer fee of £ 80 every time a plate changes hands. Currently, it has an inventory of around 30 million number/letter combinations.  


In total, the North American system is much larger than that of the UK – but its location – as a responsibility of the States/Provinces – has made it much more fragmented. There is some evidence from small jurisdictions (Abu Dhabi, the Australian State of New South Wales) that fragmentation has less influence on the price of licence plates than might be expected. It appears to be the case that (with the exception of the State of Delaware) the North American system is aimed at extracting value in relatively small increments from the “long tail” of low value licence plates. This research demonstrates that in following this policy North American States and Provinces are failing to capture the very substantial value locked up in the relatively small number of high value plates. One redeeming feature of the North American system is that it has left ownership of the vast majority of plates in the hands of governments, thus allowing them the opportunity to benefit from a change on policy for renting to selling. It remains to be seen whether those governments, faced as they are with substantial deficits, will be able to take advantage of this windfall.
CONCLUSION

The data presented indicate that the DVLA has been successful in capturing the value of licence plates via an open market process. North American jurisdictions have retained ownership of the right to display plates but it is not clear that this system is superior to an open market process, especially as there has been no attempt to capitalise on the large differences in plate value that, given the evidence from elsewhere, are likely to exist. It is suspected that the North American system leads to the under pricing of a substantial number of high value plates and consequently to significant lost revenues for the jurisdictions concerned. Further research is needed to establish a more precise understanding of the relationship between number/letter combinations and plate price, and to discover whether a dual system of owned and rented plates would enable governments to extract more value from these items.
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� Differing styles of lettering on the plate (one style per plate) are permitted; this fact can make an otherwise unremarkable combination more saleable.


� Source – The Sunday Times (newspaper) January 27, 2008


� � HYPERLINK "http://www.thetruthaboutcars.com/2010/01/shanghai-license-plates-cost-more-than-a-car/" \o "Permalink for Shanghai: License Plates Cost More Than A Car" �Shanghai: License Plates Cost More Than A Car� By � HYPERLINK "http://www.thetruthaboutcars.com/author/bertel-schmitt/" \o "Posts by Bertel Schmitt" �Bertel Schmitt� on January 25, 2010 - http://www.thetruthaboutcars.com/2010/01/shanghai-license-plates-cost-more-than-a-car/





� A recent change in regulations has allowed the sequence LL NNN LL


� Source – DVLA Information Charter.pdf
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