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HIGHLY CONFIDENTIAL

TUBLIC BOUSING SECTOR POLICY GRQUE

OBJECTIVES

To asaess how to re-orientata public sector housing policy
ic ensure: . .

i) & substantial reduction in public expanditure; whilat
ansuring those unable ic provide for themselves are
looked after. [ .

11} Impetus ie given to growth of owne.r cecupaticon.

PCLICY THOPOSATS:
Quazell:

i) The Group recognises that public sectoxr expendiiure on
housing is too high, the benefit is indiacriminate and
the return 4o the pudlic 1s inadaquate in terms of new
and improved homes, This means pubsetantial savings
can be made without affecting the provisica for those
in real aeed. . E

i1} The Group has altempted to assess whether this country's
invasiment in housing 18 above or below average amongsti
our Buropean partners. ‘The latest figures available
are for 1974." (Ses Appendix II}. I one accepts
that public secior expenditurs is too high, private
sector provision in this country is far toc low.

iii} The implicaticns of irying to achieve 80 per cent home
ownership. at any time in the 1980's mean that 1i ie
almost certainly unattaineble.. The Group's analysis
would suggest that 70 per cent owner occupation by the
mla 80fs would require sales of councll houses in
axcess of M every ysar for ihe next ten years, (See
Appendix III),.

NEF_COUNCIL BUTTDING:

i) Central Government should concentrate i finaneial
help on the aress of serious -housing stress walch will
in the main be the Metropolitan GCounties. Particular
emphasis should be given to provision for the elderly
which relieves under-occupation - although thers will
in gome arpas be a continuing need for new nouncil
housing for families. The Group believes that the
best way of doing this i@ by operating discreetly
through the subsldy system and by leoen sancticn control.
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Serious consideration should be given to abolishing all
the complicated cost yardsiick provisiona and introducing
instead a much simpler aystem of cost control. At this
stase it i3 acoepted thai. individual authority sector
loan sanctions {(i.s. new building, renovatlon, municipal-
imation ete.) will have to remain although in the medium
term it is hopad thai Central Government could jJuat
allocate to a lceal authority s total housing figurs.
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The Farker Merris standards for new council and housing
apeociation homes should be’ reviewsd,. ©

There 1s an unmet need te @atablish some meaningful
way of aggesaing housing need. Thiu ahould be a -
priority for any new Co. vative Gov te

The overall level of Gnvez-nmant subsid,y should be

Teduced. In general new 1egislatian will not be needed
foz' this purpose.

Councils should be encouraged to emtar in%o neguihted
deals with housabuilders, to buy where appropriaie
off the peg housing schemeg,.! ThetGroup:ls. firmly
convinced that a considerable saving could be made as
Sefton Dieiriet Council kas shown,

All Hew Town Developmentia should be cn the basig of
75 per cent owner occupied and 25 per cent rented,

TUSTIC HOUSING:

The tznants should have the statutory right to buy their
heuse or flata after 3 years-occupancy.- . The price shouid
be the market price, The tenant should receive a dis=
count of 30 per cent on the market price less 1 per cent
for &ch year's residenty.up:to a maximm. of 50" per. cent
for 20 years., There would continue e bte a pre-empiion
buy back clauge for 5 years-and a cuvemk of no sale
below cost might also be nacespary. - Thia. scheme would
net exclude other techiniques wfisala: 13ke- ghaTad purchase
ate. covered in grester detadl iin -the-home:ownership
paper,

LT L 1o
A model met of deeds’ shnulﬂ. bt puhliahed by Central
Governmeri and proviefolehould be mede for a staadard
nethod of fixing the- sale Price,” : Coppideration will
have {0 be given to what .other. adtions a‘r.-e necegsary .
1o overcoms obetructive sbuncils.

Houses should be sold freshold and ﬂa‘tg oh a long
leasshold,

Local authorities should be empowered 1o underwrite the
morigages of purchasing tenante:whan they seak & building
sociaety or insurance company mrigage.

Toeal autheritles should encourzge -tenante to seek

uilding scciety or insurance compeny mortgsses. Fin-
aneially ihis will be cf benefit to the public author-

1tles as ihe capltal dsbt will be pald off and the
subsidies-ended. - The provialen:df owner cesupled

mortgage relisf will neceapliats. gome ‘axtra public expend- -
iture but the net flnanc.tal efraot 111 bve favourable,

Logal authoritie- llwuld be given & reatricted nertgags

budget for speéial cames, -: Zyen in theee.gases alilough
the “eapltal ‘debt is ngt repaid thez-e ishﬂuld be a marginal
ﬂna.ncial benefit. .

' [ f -r
Carg will heve “to 'ha “takerd in prom‘tmg high level
of council house bzles that.builderside 'not:lose faith
in the btuilding soclaties abllity to finance what should
be an increased level of privats sector building.
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viii) Qag will have to he taken to communicate that a right
to buy.does not gueraniee .a right. to a morigage, although
» councils sheuld bo obliged to.offer mortgages on.their
normal lending criteria.

EXISTING PUBLIC SEQPOR HOUSING:

i) The Conservative Pariy needs to atiempt to negaie the
exigting: elose  affinity of:ihe labour Party with
counoell: tensnta, e believe encouragemeni should be
given to. tenapie' go-operatives and a model tenante!
charier defining the responsibility of local anthorities
to their tenanie should be ¢onsidered. .

-11) Tenants should-be encouragsd to look afier their cwn
dwellinga by making all internal decorations and minor
repalrs the responsibility of the tenant execept in the
case of the elderly and handicayjied, Currently £400M+ -
is apent by local authorities on maintisnance and repairs,

COUNCIT RENTS

The Group rogognises the political problems that hit the
Housing Finance Act 1972, The recommendation is, therefore,
that Central Government should only give guidance on rents.
Preasurs for realletic reats cap bs achieved by cuiting exch-
equer enbeidies.  Ja some cases Labour Councile ml hi reasct
by increasing rate fund copixlbuiions and this uight necessitate
impoeing & legal uaeximum percentage contribution from the raie
fund although this would depend on our fuiure plans for local
government finanece {legislation needed). Aas Counpils at present
have a etatuiory duty to balance ithe housing revenue Acounti they
would {nen bave ro optlon but 4o lnereass rents.

An alternative would be o legislate for no rate fund
centribuiion in return for all rent rebates beceming a Ceatral
Hovernment. charge. However ccncerr has been expressed that a
rampyal of the 25 per cent lecal. authoerity pontribution A1l lose
local authority invelvement and rdsponeidllity. In the longer
term we would recommend that the Party have a ancther losk at
finding a less pragmatic molution to fixing rent levels.

ECUSING ASSOCIATIONG:

Deapite the proposal for a substantial cutback ia public
gector houaing the Group believe the White Paper targets for
Housing Asgéelations should be kept, i.e. ihe proviaslon for
45-50,000 new or improved houses per aanum,

However, as this is a substsatial increase on the recent
past, the fcilowing changee ghould be goncidered,

i) The bulk of housing should be resiricted %c the housing
stress areas.

3i) The method.of financing should be reviewad. At the monent
. the excheguer does not receive any benefit from Tent increa-
ged, hecauss housing assoclations are financad by capital
grants. . '

111) Tenants should be given the right or option io buy
(legislation needed).
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The Gtroup Fecognises that Housing Assoclation jecommodation
is thecreiically n¢ cheaper 4o the Dxchequer but practically it
1g quitker, more flexible and ideally suited to the carrying
out of converaloh or improvement of older irorperty in the inner
urban areas.

FINANCIAL: -
. . The’ Group believes that suhatantia.l savings are achlevable
in the order of £1,100M ar 1 rising io about £2,0001 after
3 yeara (at 1976/7'7 prﬁ.pea) * These savinzs would come from
reduced capital expeénditure, jinereased rents and sales of
council houses. x%])etailed celeulations see Appendix 1).

The Group would Btibngly Teaisi cuts in improvement grants,
houaing agsociations and local authority lending,

LEGTSTATION:

On the preojosails submitted legislaticn would be required for
the following:

i) & Btatutory ma:d.mum rate fund contributlon might be
necgaBaTY.

11} A etatutory righ‘t for sitisng tenants to buy looal
euthority and new town dwellings and a permissive
power- to aell Huuaing Assucia‘t.:l.on dwellings.

e

BOLITICAL IH?LIGATION ¥

It dould ‘be clearly ulnderatoua that the aubatantial cutback
in public housing rropoaed will cause an outery. Concern may
well be expressei by fhe construction Industry. The Guoup
believes criticiem can be met, if there is a sugtained increase
in private sector hauaing end if the Secretary of State for the
Environment's other’programes are left untouched e.g. Housing
Associations, Impruvsment Grenis, Action areas aic.

HEMBIRS OF THE FOLICY GROUP

Tudley Bryant - Valuer V. Benyon, M.T.
Peter Cary -~ Houslng Asscc. N, Lawacno, W.T,
Arnold Fieldhousé - COunty* 3111-. H, willer, M.F.
John Malvin - Architect’ M. Morris, M.1. {Chairman)
Professor Pritchard - Lawer * © H. Bomsi, M.P.

David Robertson - F.0.5. - -

P. Rock = Research Department
U, 7indridge — Res. Am8t. fo M. Morrie

Coneetvative Regesrch: Deparment ML/ PR /AL
24, 01d Quee!n Street, s . .. 18th June 1376
Tondon,. S.%.1. - —_—




APTENDIX

Finaneial Implications
Savings
1. Substantial reductioca in building

for general need and resiriotions Year 1 £200 - £400
gesographically to areas of

housing siress, 4 redection Year 2 £400 ~ £600
to 50,000 ~ 70,000 unitse is
envisaged over a 3 year pariod Year 3 £750 - £1000

at 8 saving of £750M - £10001
on capital account in 1976/77
pricea and thereafter,

2. Sale of Council Houaes at £7,000
each (£10,0C0 discounted).
4t 50,000 level above White Paper 350
A1 75,000 % " " " 525
At 100,000 * " " n 700
At 133,000 " " " " 1050  per annum
At 260,000 " " " " 1400
A% 250,000% " " " 1750
{* Targel)
1. Rent incraasés aver and above Gov.

60p. which equals 43% of cost of

eubgidy. Flgures discounted by 20%

to sllow for increased rent rabates.

40p extra i.e., £1 across 6,30 dwellings (£252M) £202

90p " ® E£1,50 " " (E56TM)  £454
£1.40 " " £2 " " ” (£882H) &£706
Summaxy of Savingas

Year 1 Year 7 Yoar 3

LY
1, Reduotion in building programme 300 400 750
2. sale of Gouncll Houses 350 328 700
3. Increased Renta 454 454 454

E1,104 E1,3T9 £1,904



DOTAL NO, DWELLINGS
D174)

COMPTETED

Netherlands
F.R. Germany
Denmark

France
Luxembourg
Ireiand
Balgium

United Kingdem
Italy

Community
total =

Seurce:

146,174
604,400
48,595
500,500
3,395
25,420
66,345
278,000
165;522

1,838,351

APZENDIX 1T

NUMBEER PER 1000
INTIABTTANTS
10.8
3.7
2.6
9.5
S.5
8.2
6.8
5.0
3.C

T.1

From Report on Develeopment cof Soclal Siivaticn in the
Communities - 1975.



APTENDIY III

Counell Bouss Salea Tequired over 10 years to bring the proportion
of owner ogcupation up to various levels ~ Great Britain,

Using the znnud increage in the housing stook over the last § years
Annnel Average cl?.an@e in stock end 1968 -end 1974

thousande) -
Counceil Ownsr  Private rented Total
housing - Cceup.ed and other
111.3 235.2 ~134.7 231.8
End '74 stock {0J0%s)6,055 10,309 3,261 19,625

Stock after 10 years
in absence of axtira 7,168 12,661 2,114 21,941
sales (000%s)

Asav ing council housea are gold over the 10 year period to give by
the end of the period: A) £0%, B) 65%, O} 7C% and D) 75% owner
occupation, the giructure after 10 years would be as followe:

{thousands)
Case A 6663 {30.4%) 13,166 (60%) 2114 (9.8%) 21,943 (100%}
Gage B 5566 (25,4%) 14,263 (65%) 2114 21;943 -
Case C 4469 {20,4%) 15,360 (70%) 2114 v 21;943 i
Case D 2370 (15.4%) 16,459 (754 2114 21;943 "

The number of couacil “ouses to be sald (in additlon to the averace
rate of salee experienced over the previous 6 yeare) is the
difference between the final stock in the ahgence of the extra sales
{7,168,000) and the final astock after sales in the 4 cases.

Reguired council houge sales (000's)

Over 10 yesra Qver edach year
Case A 505 50.5
Gage B 1,602 1560.2
Case © 2,699 269.9
Case D 3,798 379.8

The average annual change in the stock of each iype of
tenure incorporates the average annual number of council
house sales over the & year perfod. Therefore the
raquired salep shown above relate to extre sales rather
{than total eales.
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