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DIRICT LABOUR - THE QORSERVATIVE POSITICK

Introduction

The issue of sxpansion of direct lebour deperiments has
ceused growing ooncern ‘over the past. few yeers. This is
partly becauss dincrsasing evidence of inefflciengy in local
autherity diraet lebour departments hss contributed fo
‘the imagas of local govermment as a service ¢areless aboutb .
ratapayers' and taxpeyers' ‘money. Furtliermors, the Iabour
Government has seemed unwilling tc aot on the recommendations
of a working party cf the Chertered Inatitute of Public
Finance and Accountancy (repert published June 1975) which
proposed tightening up the procedures of direct labour
depertmenta ineluding separate frading crganisstiocns,
compatitive tendering and improved sccountancy procedursas.

Tnatesad the Labour Government established a Depar sment
of the Environment Working Party on Direct Iabour in October
1975. Now, following the failure of a number of private
bille to eXpand the work of Dirsct Iabour, the Government
proposss to intreduce legislation sxpanding the work of
qeeal muthority direct labour depariments, before the
working perty hes completed its work. The Jovernment's
juatification for introducing new legislation at this time
is the imminent neceselfy t¢ replace orders under ths Local
Government Act 1872 empowering certain dietrict councils teo
carry ocut direct work For other authoritiea. It has been
pointed out by the NFBTE that this can be schieved by
renawivig the ordersor introducing a simple bill which
weuld in no way extsnd the powers of direct labour departments.

Tha Congervative Pogition

Conservatives have baen critical of wagie in direct
labour departments, and have urged the Govarasent to
implement the recommendeations of tne CIFFA raeport.
Censsrvetives telke the view that thers was no necessity
to sat up & Departmental Working Party fto look at
Direct Labour, but in view of ite exiatence, believe
that the decision fto introducs new legislation befors
the working party has reported is 111-founded and prematurs.

Criticiem of direct labour and thé call for implamentation
of the SIPFA recommendations were made by lir Keith Speed
speaking at Zastbourne on 18th Hevember 1975, e noted that
Direct ILabour Departments would continue to operate in
Jongervative locel authoritias where they ware competliivs,
efficient and properly accountable to the ratepayer. Hp said
haowevar:

"We reject the philosophy of an extensiocn

of state control into building and
conatruction ..... I hepe avery Conservative
couneil in the country will implemsnt

these ((IPFA) recommendations at the
eerliegt opportunity."
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In the .supply day debate on direct labour and municipal
trading on 26th January 1976, Mr Timothy Raison attacked the
previsions to expand direct lebour, -in %E Greater London
Council (General Powors) Bill and the Tyne and Wear Bill: -

¥It is nonsense to talk sbout new powers
of this kind." .

He went on %o sgy:

"I+ ig important thet wa take ssriously
the recommendations of the Chariersd
Ingtitute of Public Finance and
Accountancy ..... what they aim to
de is provide g minimum acceptable
standard.”
. (Hansard, 26th January 1976, CGol. 106-10) .

On 8th June 1976 ¥r Foith Speed edlresse & Conference «
on Dirsct Zebour at the Cavendis entrs in Lendon, and
riticised the Lebour Geovernment:

"They are wedded to the notion of a major
expansion of direct labour work in local
government, and have promised early
legislation in advance of the hinigter's
working party which is looking at direct
labour ..... The Miniater in the meantime
conglstently refuses to endorse the
CIPFA recommendations in any way."

At ihe Conssrvativa Party Conferance on 6th Ochobar 1976,

lir ¥aith Speed called fer a meoratorium on new leglea‘hon
dding Eu.rgc-ns te local govermment:

"Pnis applies especially to the threatened
Bill to extend the work of Direct Lzbour
Departments, which we shall vigorously opposa
in and cut of Parliazment.”

The Government have subseguently accepted the recommendations
of the CIPFA Report, which may in some form be incorporated into
the Bill bu%, as Lir Keith Spesd pointed cut on 23rd October
1976 at @ meeting In Charing, rent: )

"Mhe Government's new Bill to expand the
work of local govermment direct labour
departments is 2 bid to advance the
" nationalisation of the private building
sactor. It is the stated objeciive of
Labour's Frogramme for Britain 'That a
major public intersst must be cresated
within the Building and construction
industry'. No matfer what concessions
are made, as indicated in the Kinister'a
Scarborough * speach, to creating a new
framswork for the tendering and accounting

./ of direct
*  Ernest Armsbrong, Scarborcugh, 19th Qetober 1976.



direct labour deperiments, he cennct concezl
the real objective of this Bill — b0 nationalige
the building industry. In his spsech Ernest
Armetrong referred to the . devasiating effects
of peaks and troughs on 'those who depend

on butlding for their livelihood'. Whati
thought has he given to the small btuildera
whose livelihood dgpends on the improvement
and mainienance work for the privais housse
owners, which the Government proposes to
transfer %o dirsct labour deparimenis of
locel councils.

"This Bill is 2 do¢trinaire socialist
measure degigned to damage the private
sector. Kany of the proposals it
implements ars unaccepiable to us as
Congervatives, and we will vehaemenily ®
cppose them. We are not alone. Builders,

o Civil Enginesring Contractors and many
people in local govermment, in Disirict
and County Councils are opposed 1o
these proposals. We will take a firm
stand against this inaldiouse backdoor
nationalisation which would use ratepayers’
money to subsidise inefficient gompéition
againat free enterprise, and qgtend the
public sector in a major way.

Conservative spokesmen have clearly demonstrated that:

1. e oppose any expansion of Jocal authority direct
labour departments, and any legislation walch would
give effect to this,

2. Ve suppoert the esteblishment of new accounting
netheds, saparate frading operations, and  the
strengthening of compatitive tendsering for
gxisting direct labour departments sc that
ratepayers snd others can measure the true
costs of these dapartments.

In this, the Conservative view of the Direct ILabour issue
is net incompatible with the view of the Federation of
Civil Engineering Contractors as set out in Appendix 1.

Congervative Research Departiment, AJVH/JEH
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" democratically electad and are using funds provided by

APPRITDIX 1

frou Direct TEoour: The Cape for Competition Pederation

of Civil Engineering contractors swomission to Einister

for Housing July 1976

TRE NEED FOR GENUIME COUPETITION

@hile for the reasons glven above the Federation
does not consider that the establishment of direct labour
departmentsa is eithor neceasary or desirable, -it romalns
ghe cnse that scme Loeal futhorities have in the past
egtablished such denartments and may wish to continue thelr
operation. In so far ag thasc focal Authorities are - Jr
their electors, there would seem to be no justification
tor restricting their freedon in this rogard.

It iz, howover, essential thet all those employed on
pirect Labour work should know that thelr performanca can
be_measurnd ageinsi sobe outgide yardstick. The
Fodgration would therefore argue thet in these cases and
cortainly where funds from the Central Ixchequer RIE iavolved,
it is csseatial that direct labour departments should operate
on & basisz capeble of ¢learly demenstrating both to their
Courcillors and Rate reyers and to the Central Government
tho true costs of their operations. .

- In this resard the wodoration endoxfes most strongly
the recomuendnations set out in the ronort of the Chartered
Ingtitutas of Pukiie Finance and Accountuacy npirect Works
Undartakings Accounting." In particular, the Federation
considers:i— : ' ’ N

(i) thati direct Llabour departnents whors they exist
should b2 estaplishad ng quite separate trading
agniities reguirad to gubmit firm feaders rather

thar estimates and showing @ proiit or 1ozg on thedr
trading activities. o

(ii) that there should be ;:cmpatitim for all major contracts
and not os at present only o progortion of contracts.

{iii} that the accounts of girest labouT gepartnents shéuld

pe drawn up and puhliahed to show glearly tha true

costs of pdividual contracts undortaken by the
gepartment including lzhour, meterisls, plant and
wotor naulage, sub-contractors and overneads,
including administrative and finszeing @xXpenses ate,

(iv) thet thers should be independent supervision of all
rajor contrzets undertalicn by direct Labouy, in order
ta easure that thare is so far as pogaible equality

of treatmont for contractors and direct labour with
by ¥t to sueh antters as cost variatlions, changes in
spacifiention, standards of workmanship atc.




