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4, The Strategy.

We propose that our brdad hou‘sin'g.aimtegy ghould be as
followa:—

1. To W«se and the provision of houaing approp-
) riate to. peoplele peede, deplires and ressurees, with particular
. emphasis on the opporiunity of owner=odeupalibu. '

2, To effeot a significant redus pul expendiiure
on housing - notably by the move effective ‘use of axisting
stoek in both public and private dectors,” and. by the encoursge—
ment of private sector préviefon, in rented asg wall as owner—
cecupied housing., . A

3. To effect sigrifican} policy ¢hangds in smch @ way &8
to strese the positive attractions of our approach and to minim-
ise the oprertinities for sppoaition te them - in particular to
try to achieve the necesaary public expenditure reduations with
2 minimm of legislation, and in the meanwhile to cerry cut &
sustained campaign. of explamation for the basis of our pelleiee.

4. To continue to gperate public Beclor houping thxough
local gsvernment rafher than & patiomal housing 'system (though
keeping this o;{aen aa a possible optlon for later conaideration), *
tut %o ensure thet by a mixturs of direct and indirect restraints,

. local authority spending on housing fa kept under contral.

5. T2 recognize that there are conaiderable locak yariat-
ions in bouwmioy trovision, and to alléw for thess in our
tegislatiun and policy.

) g w‘ A}
B.. gpesific ‘grom_sala. . - 0;.\";‘
1. Owner Opcupation: (See Appendix A) ’

(a) Recognise that paramount need ies a steady flow of
money through the building goefetiss and & staady.,
gupnly of land, end & stable .construction indusiry ™
{used as Little as posAiblc as &b economic r_sgul.ator).
{b) The exact sxt I ; . gupport that should be
glven to Bt~time cwner-occup t }E‘g b}
pg. gﬁ?{w. tut -our preferred forms of a na,
ne,“!u elp he graat “towerds the 4. .of first-time
] urchagers at M. elal support
"t a Eor ahared purchase scheden = which would anyway be
b\"‘f' DO S Py,
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{o) Councll and new town tenants should have the right

to buy the freshold of their houses afier three
yeare as tenanta. {Trobgbly leasehold in the
case of flatg). Soma properties = notably for
handicapped and old, or possibly whers local
suthorities have small peols of. council houses -
to be exempied, Normal conditiona: 30% discount
on market value, plus 1% per year up to a 50%
maximum after 20 years; ocal authority right to
yra-emption for five yearas; sale prices not to ba
below cost of house, Simpli 'ied conveyancing -
analagous to legsehold reform procedures,

ii. Privote Rentsd Sestor (See Appendix B)

{a) Ealt the denline in ihe pri'_v‘a‘t“e-: rented astor with

{b}

. axempt giudente From securily at end of théir
6‘ ocourse; JR : o ’

e—- (4} Posaiviliiy of better inmprovament grsnis for landlorda

Q' (e)

(&

(&)

the initial sim of making better use of existing .
stock and reducing ihe need’ for more’ public bullde
ing. - The longer-térm poesibliity of attracting
new investoment mmat depend o the succeds of the
short~term policy and on the création ¢f a climats
in which private reniing is once more seen oa’
gensible and accepiable. : .

e 1 cannot generally

e ohollehed and accept - 1d of the distinction
betwean furnished and unfurrished fensnces but ’
meke changss to syetem-as follows: :

introduce reglional da-gdnirol under existing
powers of Sectlon 100 of 1968 Reat Act;

y fntroduce shozihold ayetem for fixed térm lettings
6 which dc not confer secunity; .

exempt flata over shops £rom mécur]

improve the Tight of re-passessliod for owHers .
———

(o) Review court procedures in the field of.landlord=-

tenant relations with the possibllity of amalgamat-
ing the overlapping jurisdlictionse of Qounty Court,
Magistrates, Rent Tribunals aod Rent Officers.

provided they keep property in rented secter.
Re=introduce de—control of old control properties

and thelr movement io fair ranis,

Sposd up payment of reat iporeases under Fair Rent

system; .review trieanial poriod of-veview; meke  °..
-eansideration of fair return for landlord mandatory,

Conmider with Treasury solleagwes posgidlity of
diseoniinuing capital gaine tex of Pésident land-
lords who sell their property; poasible partial
exemption from Schedule D tax on rental incoms; and
poesibility of extending tax depreciation %o
resldential property.
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{h} Consider removing the anomaly cf "Fair Rent" (non
resident lendlord) and *rosgonable Tent' {resident
landlord)- and substituting Tent ‘baged on reaauna‘ble
return on gapitdl valua.

@) Make rents registrable prior to actual latting tn
avoid tenants reneging on thelr. bargain,
ﬁ W -

131, Pubiie Sector. - (See Appendix Q). n'"\‘ .
Eubiic Sector _____._-—-—-—

{8) Aocept that council building must be firmly limiied
and & aignificant reduction in public expemiiture
achieved.

(1) Concentrate public smector provision on stresa areas,
on particular categories euch as old and disabled
particularly through provision of ered and
emaller dwellinge, which would releass
dwellings for famiiles, and (to a limited extent)
on areda of Ppulatiun growth,

{¢) Accept-that substantial rent increases are necessary,
both to reduce public spending and 1o encouzrage

home ownership = exact extent of rent increases to

be 2 mf&:&jﬁjuagemn{ in specific circumstances.
- -

{4} Rent ibereases’td be achieved by reducing level of
Cen t prant throwing greater financial
sponsibilily upon the local aunthorities raiher than
re-iniroduction of Housing Finance Act 1972, Rate-
payersa to be protscted from excesaive buxdens possibly
by legislatinn to restriet rate fund cou.tributionl
{or its successor).

(e) Pavker Morris and gt aben to be Jerlongd,
Ionger~term possib: ¥y of sihgle grant io loca
l//'authorities for public sacter housing aleo to be

© conAidered, but loan sanction control is esseu-tia:l. at
present,

‘/(f) Impreve definltion and asesssment of housing need, =-
innluding regional situation.

\/{E) Encourage local autheritiies to buy offi-the-peg
housing schemea for housebuildera,

')h) Reverge preseni inbalance between privete and public
sectors in Hew Towns,

(1) Put forwerd tenanta’ charter.
(3) Maintain housing asscciation grngramme B0 far as
aconqmic glroumatances allow /
(k) Promote asale of counsil and new town houaes ae

above; and slso encourage sale of houeing mssoclation
dwellings,
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c. Finasncial Implications (See Appendix D).

Appendix D discusses aress where cuta might be made: it
includes an exiraot from the Publice Expenditure White Paper,

"It we teke the 1976-T columa of figures in Table 2.7
of the White Paper we mighi think ia tetms of the followlng

very approximate indication of savings and inerssses in expend-
Tiure 'iaf immetiiataly and (b} after thres years..' *...

FUDLIC EXPERDITURE OF HOUSING:
SOllm HYPOTHETICAL CHANGES.

HOUSING £ million at 1575 Survey Prices

. 1976-7 1977-8 1979-80

Subsaidies : 1413.3 oy L1933 633.3
Option Mortgage Scheme 113,85 141.0 174.5
Grants to Houming

Asacciaticna 383.5 e ,_3'89:5 389.5
Iimprovements

Improvament Grants 122.3 R & - ST k%

Local Authority ' .

Improrsment Invewiment 37443 T3 3763
Investment )

Gross = T 166803 1269,3 1019.3

sales’ - 75.3 . - 237.3 - 399.3

Nat 1594.0 1032.0 620.0
Lending -

Grosa 386.8 416.8 1486.8

Repayments 289.3 289.3 289.3

Yet 87.5 . 127.5 197.5
Housing sdministration 32,00 32,0 3240

‘Totel 4096.7 - 33BL.S 2593.4

Changes From 1976-7 . - I = TH4.8
{Cmnd. 6393).
- Py

~1503,3
T T
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In additicn 1o public expehditure figurea, housing policy
alsc haa an effect on taxation. Conservatives sizess on
owner-gccupation will reduce public expenditure but lnerease
tax reiief on mortgages {and poasibly on private rented housing).

We might have to think in terma of changes of the following
ardar:

The mest recent figure available for the total of morigage
tax relief and the option moriga.ge subaldy is for 1575-6. Thus
the figure given below for 1976-7 assumes no chang in tax
relief and the increase stsied in Cmnd. 6393 for the eption
morigage subsidy

: £ millien
. 1976~7 9sa.B
1977-8 1045.3
1579-80 TMOgEA
411 figures for Greamt Britain at 1975 Survey Pricea,

Part of the increases are due to changea in the optien mortgage
subsidy to take account of increases in the tesic rate of tax.

D. Legislationz

Our aim would be to avoid as far as poasible the kind of
legislation whick provides a fecua foxr opgoaition, as to some
extent the Housing Finance Act of 1972 4id.

Wa ghould need:

. (a) Leglalation in the private rented sector.

(v) Legielaiion tc establish the right to buy council and
new town houses. B e S

(¢) Pessibly legislation limit fund coniribution to
housing revenus 2co0 , o be
considered in conjunction with cur policy on local
government finance.

Both {a} and (b} should be pressed as-rapidly as pcssible,
and ahould be ready within a few months of our iaking coffice.
It would be a2 matier of judgement whether they were taken in one
Bill. .

E. Fresentation

Once these policles have been agresed we can zet on with the
flat-out presentation of them ag an inter-relatad packase, Sp far
. wa nave concentratsd on the sale oFf cowncli douses %ﬁ particular
and home cwnership In general, and we also have made a start on

the private rented gector both In Parliament and ati our June
25th confersnce at Ceniral Office.
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1 recommend that early this Autumn we maie s real drive
to put over the total policy, using the Party Oonferences,
a Tarty Political Broadeast and a press vonferencd all within
a few Gay: of esch other to achieve maximum impact, The only
ihing wa should not do ~ both for pelitical reasens and becauss
the Tigures must depend on the particular clroumsinces when
we assume office - is epell oui the extent of cur likely red—
uctions in couneil building and subsidies. On the other hand
we must firmly prepare the ground for these and other changes
of policy.

Je must also continue to give atrong euppert to Conservative
local suthorities over their housing policies.

Attached to this paper are-the reports of the ihree houaing
licy groups {Appendices A-¢), an interim paper oa land policy
?Kppendix D? and a paper on the conirol of housing expandliure .
together with the present figures on housing expenditure and
a detailed breakdown of them.

Conservative Hemearch Department, TR/PR/ALT
24, 014 Queen Straet, 23rd June 1976
Londen, S.%¥.1l.




AFPENDIZ D

THE cmmiox. OF HOUSING EXPENDITURE

SUBSIDIES

- “fne pideent sibeldy vystem'is containgd _1,:1 ihe Housing,
Repta ard. Subsidles Aot” (1975 )

‘AL 'Bgic Flement of Su'baiﬂz

Paragraph 1 of Schedule 1 stipilated thai a looal autherity
be entitled to the basic element of subsidy which ia an
ama 3] a snbsidies to which local autheritiles were entitled
under the Houeing Finance Act {1972), . Hawever Peregraph &
stipulatag, tha-t -4, may be reduced or dlscontinued if they have
demolished ar ‘dispdged of hu.:aea Mor in any other circumstances
which he considers relevapgf™, The Secrétary: of State has
powalt, to; d¥cide on ths method of caleulatjon of sny such reduction.
']l}h:]L_s ovialon alsy appliaa to the Capitzl Cosis Element (see
elow) . :

B. Papital Costs Element

66 per cent is paid for loan charges on "reckeneble expend-
ilture" on new building, mpwovements and acquisitions, The
Saeretary of State” may altar the {ercantaee by crder under Para-
gragh. 2 Suh-Para,grngi This alee entitles him to Qeeclde what
18 reckorable expa ture.

c. ugplemegta_rx ?inancgg Elemont

33 per oeat of. the excess loan nhargea i3 areas where
interest,chargas. are partitru 1y-high is paid. Thie psrcantage
_ can be raiped by ‘order;under’ Paragraph 3 of Sulk Paragraph 2
:This alsc gives the Seuata.ry of State 'the power 1o determine
_-what are Retkenable Zean mﬁrgea-

D, Sgenial Elau -

‘Thé Remunsrailon r:ha;- b dnd Gmnt- £t (1975) provided
for the continuaticn ¢f thim subaidy for 1976-7 only,
amendmont to Pavagraph € would bBe necegssry to meke it payable
for any subsgquent year, It was originally deaigned tc ease
the trapsition from ihe Rent Freeze of 1974-5.

B, Hi Costa Eiement

Paragraph 7 ..l'b—?aragraph 2 states that the Secretary of
Stata shall determine the basis of caleulation for the High
Coste Blement. ‘This ‘subsidy is designed to help looal author-
itiens with epeoially high gosts. -

P, 'E%igg Towns Subaic_ly; and 'J!renaitional Powna Development
wbsldy R

| . S

. Bot): {hase éu'baiﬂies are p&y’ab!l.e aLt the Secretary of
Statet's déiperétion., ~ The amouwit of Expanding Towns Subsidy

is controlled by Claupa 4 Sub-Section &. Clause 5 Sub-Section
‘4 laya.down that the Seoretary’ of State may reduce or discon=—
1inue subsidy if g dwellircg. is demolished or diapesed ol ox in
any other cireunstances which he considers relevant, .~
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G. BRent Reosie Subsidy and Rent Allowanse Subaidy

T% per cent of the cost of Rent Rebate Su'bsidg is payable
by subaidy and under the Bousing Finance Act (1972) 100 per
cent of Rent Allowance subsidy. The latter will reduce to

80 per cent n*xi year uniess an order ie lald as ons was this
yoear, . .

POLICY IMTTIICATIONS

Sebeidy cuis of £10 million will mean a rent increase of
4p per week (rebated). Cuts of £500 milllon over 5 years
would mean rent incraases of about £1 per a week {or over
20 per vent initlally) for 5 years (intluding 'Normall rent
increages to cope with inflation). £100 million of this
saving might be lost in increases in rent rebvates,

OPTION NORTAAGE SUBSTDY

The level of Option Mortgage subsldy in general rizes
with the bensfits accruing from tax relief on mortgege interes’
Lower mortgage rates and lower taxes would reduce the coat of
the echems.. We would not expect to eut thia subsidy; indeed
it would be liable to increase.

HOUSING ASSOCTATIONS

. Eousing Assoointion Expenditure is made up of loans and
grants Lo housing assoviations for new and impreved housing,
The Housing Corparation oF & local suthority lend money io
housing asaoclietions. The Government than pays Housing Agavc-
iation Grant as an lmmediate lump sum to meet the difference
between the Falr Rent. fixed by the Rent Officer and the actual
woat of the scheme, Each individuel lnan by the local auihor-
ity i8 conirnlled mader Secticn 119 of the Housing Aet (1357).
Each Regional Offige-of the Department of the Environment ie
allowea to approve 2 certain mam of lending by local author-
itles and gives consent individually to particular whemes.
Geetion 7 c¢f the Housing Act (1874) sets an overall célling
on the level of lending by the Houwsing Cornoration. Thia can
only be amended by an Affirmaiive Resclution Order. 1f we
intend to restrict council housing to ereas of greatest stress,
it may be reascunable to do this for housing asgociations too.
(although thie poliocy is already belng pursued to some extent).

IMPROVEMENT GRANTS

There are various types of grants to which quallfylng
gonditions are attached, = Ratesble Value Limlie of £175
cutside Ionden and £300 inside London were iniroduged in
December 1974 under ihe Housing Act 1 74. These limits were
raiged to £350 and £600 respectively for converaions., Iocal
Zutnorities heve &iscretion under the Housing Act (1974)
to authoTlgs renovation grants for ordinary Improvement Grants
_or coversions, :(Seetlon 61}, Repair Grante (Section 71) and
Special Grants £or installing extra gtandard amenities in
houses with multiple oceupation (Seciion 69).  Intermediate

- Granta for ihe installation.of stanfard amenities are autor-
atic provided thet the copditions are met. —Improvemsnt Granta
are not -available for seccnd homes snd lendlords ausi guarantes
to keep their accommodatiod In the rentsd gector Tor 5 years or
repay the grant. . There mighi well be & case for mere generous
grants for landlords if manicipelization was cut back at the
pams time.
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ICCAL AUTHORTTY TMPROVEMENT

Local Authority Improvement Expenditure is conirolled
by Section 105 of the Houslng Act (1974). Each losal authority
makes an initial bid and allocations are subaequently anncunced.
¥r., Freescn, ihe Minister for Housing and Constructiocn, has
aet up 2 study group on Soolal Ownership and the Renovatien of
Council Dwellings, which oconvenlently advised expenditure Jjuat
under the figure Mr. Crosland finally anoounced,

GROSS INVESTMENT

Berrowing for New Building, Land Purchase er Municipaliz-
ation ie governed by Paragraph 1 of Scheduls 13 to the Iocal
Gevernment Aot (1972). The Secraztary of State givea loan
sanctlon permission individeally for new consiruciion and hes
glven gensrel consent in Clrcular 86/74 for land purchase for
housing and im Cirenlar 33/76 for municipalization of certain
eategories of dwelling, These circulars can of course be
changed at any time.

IOCAL AUTHORITY TOANS

Local suthoriiy lending- for house purchase has been controlled
sinca 1975-6. In that year, roughly speaking, loeal councils
were allocated one helf of the sum lent out for 1974-5., 4
furfier £52 million cut was announced for Engiish authorities in
January 1976 by Mr, Croslsnd, then Sacrotery of 3tate for the
Envignment,  Undér the Iocal Government Act (1972) local
ecouncils have to obtein lean sangtion for any borrowings made
in order io lend for house purchase, Previously general
consent was given but this Is no longer the case as described
ahove, Atiached 1s an extract from the public expenditure
purvey ccvering housing &nd a breakdown of these figurss given
in answer to writien gquestiona,

=


Editorial note
Supporting material attached at this point too poor in quality to scan




