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The Problem ‘—_J‘\I /
If the next Conservative Government is not able to

raise the rate of council house sales well above anything

achlieved in the past decade we will make little progress towards
our objective of expanding home ownership.

puring the last pericd of Conservetive Government
97,000 council houses were sold, but couneil building continued
at such a rate that by the end of our perled in government
the number of families 1iving -in council owned houses had
actually increased by about 150,000, The increase ln owner-
cecupation was achiaved by a movement away from the private
rented sector.

Under Labour sales have dropped to a trlckle and
although they ere rising agaln an a result of Conservablve
success in local elections tha increase has been less than
might have been sxpected.

Council House salee Iotel council house

atarts
1970 . 5,816 - 125,479
1971 . 17,214 114,519
1472 45,878 =) 103,163
1873 34,334 %% 95,607
1974 4,657 123,873
1975 2,723 154,077
1976 5,793 156,178
1877 12,607 122,278

(Figures for England and Wales}

‘The Case for Sales

{a) The Political end Soclal Argument

Expansicn of hame ownarship is one of the most important
things we can do to sppead wealth and ownership, and therefore
independence from the State, among our citlizens.

(b} The Eeoncmlg Arpument
Subsidies to council houses are currently costing the
Exchequer end the rates sonec £2,000 m. & year. In spite of

this, the long-term council tenant makes no real gain. Setting
the cumulative expenditure by local authorities on maintenance
and on loan charges for the average council house against
eumulative rent for the same house over the perlods since
sonstruction preduces the followlng figures:

When Constructed Cumu” etive Profit/loss
1938 s+ £375
1950 - £1,125
1960 - £1,500

1870 - £2,500
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The tenant in en older house hes in some cases paid
out more in rent than the cost of the house to the local auwthority.
His rent is helping to subsidiss expensive new houses, and
nelther he ner his children have any cepltal asset at the end.
For such tenants there 18 & strong financial case for
purchasing council houses. For the taxpayer and ratepayer there
is a strong ocase for selling in that the interest on the sales
price in higher than the surplus arising {rom the house in all
but a small number of cases.

(c) The Damocratic Argument

Research carried out on behalf of the DOE suggests
that 87 per cent of young ¢ouples under 30 preferred home
ownership to any cther kind of tenure, but that only
4% per cent considered it wes cpen to them in thelr current
circumstances to bedoma home owners. By increasing the
avallability of home cwnership we ars meeting an cverwhelming
public demand.

The Sgheme

hed
How then are we to sell more councll houses?

One possibility is to impose a major rent lncrease on
councll tenants. But, although the proportion of current
housing ceats met by renta is now (at 41 per cent) clearly
too low &8 the Labour Government itself recognises, any such
sudden increase would cause much political difficulty. In any
case, when rebated rents met &5 per cent of costs in 1973
sales dld not lncrease over ihe previous year.

The other option, and the one on which I would place
mogt relisnce ,ls te peek to maeke the terms of sale reflect
more realistically the value of the property to council and
tenant, and t¢ provide an lncentive for local authorities to
sell. We can do this in various ways:

(1) More Eealistic Valuation

We must ensure that District Valuers no longer

fix agtifically hizgh wglues on council houses.

Yaluation should reflect the fact that the house

is a council property on a councll estate. There

snould be an appeals procedure egalfist the valuatlion of
' the District Valuer and we are considering whether

appeal should ba to the Secretary of State, to the
Lands Tribunal, or Local Appeal Panels.

(11} Discounts

A discount on this valuation should reflect the
faet that council tenants buy as sitting tenante.
This argument 1s reinforced by the TECent -
Governmen$ announcement that tenants of local
- authorities are to have securlty of tenure.
/g‘qr I propose a aliding scale of between 30 per cent

end 30 per cent for tenants of 3 yeafs to
20 years standing.
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{1ii) Availabllity of Mortgages

We ahould en « that 100 per cent mortgages %

from Logal orities or Building Societles are
o available, subject to the usual conditlons, te

]}4
s _% »:" N;/ fc-\’;ﬁ

all .those wishing to purchase councll heuses. G”W .
.'uo Such & loan by a local authority must not be

treated by the Treasury as an increase in the /

PSER Bs it is in effect a book transaction
wivich involves ne real incresse to the local

under what conditions they would agree to provide
100 per gent mortgages for council house buyers, 8o ]
that mord privete sector meney can be brought

authortty debt. %{/
We should consult with the Building Sccletles to see Q /
I

"

into the transaction. But this would not be a f_\,,»i
public commitment by the perty at this astage. We . v
can further explorg the possibillty of refinencing V)Jj“'
parcels of local autnerity mortgages to the private _&»/
sector. ‘\I».

(1v}  Lepal Fees . . o

. . Q
We should sssk to reath agreement with the legal , ™ v
profession to charge as sgreed flat rate fze for the o ‘uj
legal costs. This is currently the practice "
in Leeds where the recommended fee is £25 and -

£560 1a paid to the council for its expenses.
(v) Housing Revenue Account

The degree of enthusiaem with which a lecal authority
promotes sales is sn important fector in determining
the level of sales. The Housing Rents and Subsidies
Act 1975 makes seles less attrective for many local
authorities. A puccessful pales campalgn could
place Housing Revanue Accounts in sur and the

Act: restricts the.abllity of an aufhority to carry
forward such & surplus, or to transfer it to the
General- Rate Fund. The Act should he amended to
allow such transfers and thus gilve authorities

more incentive to azell.

Consideration has also to be glven to the cepital
receipts from sales. In the first place the money should be used
ta pay off the outstanding loan debt of the property in
question, Capital should then be shared betwesn the Treasury
and the local authority in such proportions as to leave the
local autherity with a substantial incentive to sell. The
Treasury will ultimately gain since 1t will be sble to take both
capltal and revenue galns by Local Authorities into account as
part of the RSG calculation because they will affect both the
nesds end the resources element,

The Tinancial gains from sales will of course vary from
cne authority to encther, but Nottingham Couneil provides an
encouraging example. Sales of 3,000 houses in 13 months
have raised capital of £22.7 m, This represents & profit
of almost £8 m. on the original cost of providing the houses
501d. It has made poselble the reductior. of the non-mandatory
rate fund contribution to the Housing Revenue Account from
£1.2 m. in 1975/5 to nil in 1976/7.

°J
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Ssfgguards

In some areas Lt is already the case that a very low
proportion of the housing atock is council cwned, and any
further reduction would leave the authority concerned short
of housing for these who gan not help themselves. We should
coneider pregeribing e leveél :af public sector housing {up to &
ceiling of per oent} below which the automatic right to

parchase dose nov apply. e EnoeTTErsorrrroTeal anthordbies
h an © apply te the Secretary of State for a Restrictive

Covenant that the house being bought is the only resldence

of the purchaser. This will help safeguard agalnst buyers
of second homes in 'heh,day areas where there is a high demand
for property.

The extent of the pre-empticn rights which a local
authority should be allowed to retain wmust be considered
against the background of our desire to increage mobility
through owner-cccupation. If we are restricting our
digcounts to tenents of '3 or more years standing I do not think
1t necessary to go too fer in praviding for pre-emptioh.
However colleagues may wish to consider whether there should
be a right of pre=empticn on & sliding seale i.e. 1f the
tenant gells in less than a yesr he losee all the discount;
after one yeer he forfelts BO per vent of* the discount; )
after two years §0 per cent, and so on, thus providing rights /
‘¢t pre-emption fGF up to 5 yeers. .

I therefore propose that we should:

1. Eatablish a more realistic basls for valuation
taking into sccount that the property i s councll house on
& council estate with a sitting tenent, and provide for an
appeais system. i

2. Allow a discount on that valuation con a2 sllding
sgale between 30 per cent and S0 per cent for tenants of
from three to twenty years standing.

3. Ensure the avellabllity of 100 per cent merigages
from either the public or private seators for purchasers
©f council houses.

4, Seek to keep conveyanéing costs to & minimum,

5, Amend ihe Housing Rents and Subsidies Act to orovide
an incentive for local authorities to pz‘omote gale vigorously.

B Conaider px‘éscribing & level of council housing in
certain areas below whigh the right to buy does nof apply. ——;D

Te These proposals should apply to all local autherity and
new town, dvell;ngs.

Congservative Resesrch Department, MH/JB/RAE
24 014 Queen Street, London S.W.1. 28.6.78



