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In your letter to Keith Joseph of 10 February about private
housebuilding you touched on the dquestion of releasing public
sector land, remarking that the procedure seemed to be "subject
to a number of bureaucratic stages".

L think you may have misunderstood the reference in my letter of
27 January to land registers. So far as I am aware there are

no bureaucratic procedures holding up the disposal of a public
body's land once it has decided to put it on the market. (My
letter mentioned that we had stopped the practice of offering
surplus Crown and nationalised industry land to local authorities:
this did indeed cause delay.) Land registers on the other hand
are an accounting instrument for inducing reluctant local authorities,
nationalised industries and statutory undertakers to dispose of
underused land which they show no sign of releasing voluntarily,
and I have power to direct the disposal of land on the registers
by auction, tender or other means. The provisions are as simple
and flexible as they could be, given the element of coercion, I
do not see how the Government could proceed less formally while
seeking to bring about the sale of land which it does not own.

‘For the disposal of surplus Crown land the only remaining source
of delay is the procedure for offering compulsorily acquired
agricultural land back to the former owner before putting it on
the open market. This is a question of equity, not of bureaucracy.
In extending the established Crichel Down rules to cover non-
agricultural land we propose to simplify the procedure to cut out

The long delays which can arise from efforts to trace the former
owner,

I very much welcome and endorse what you say about the significance
of the housebuilding industry to the economy as a whole and the
need to give continuous consideration to it. As I said to you in
my letter of yesterday our 'share ownership of the shelf' scheme

to which I was referring on page 3 provides a means of 'gearing'

a given amount of public expenditure with an amount of private
finance that will be 3 or 4 times greater. I hope that further
consideration can be given to making increasing use of this scheme.

I am sending copies of this letter to the Prime Minister and Keith Joseph
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The Rt Hon Sir Keith Joseph Bt MP
Secretary of State for Industry
Ashdown House
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You wrote to me on 31/December enclosing a paper by David
Young, which suggestéd some ways in which the Government
could help any recovery in the private housebuilding
industry. I have also seen Michael Heseltine's comments
in his letter to yoU of 2z7January.

I/ appreciate the important role the housebuilding industry
has to play. Not only can it open up additional markets
for supplying industries, but it also provides one of the
means for achieving the growth of owner-occupation to
which we as a Government are committed.
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David Young concludes that the Government should not put
pressure on building socie "s to reduce mortgage rates
before the societies themselves chuohn to do so. The
Financial Secretary made '1 2ar in his speech to the BSA

/that we would




that we would not normally want to intervene in societies’
commercial decisions, with the important proviso that if
societies' position in the financial system changed (for
example, if they were to compete more aggressively for
deposits than they have in the past) we would have to
reconsider our position. I believe that there are anyway
many internal pressures which will prevent societies from
changing their behaviour quickly. The conflict of interests
between existing mortgagors, investors, and those seeking

a mortgage will still force the societies to reach difficult
compromises on their interest rates. The Government did not
intervene in any way in the BSA's decision on their
recommended rates following the November reduction in MLR,
but these factors were enough to persuade them to bring
their rates down. I would hope that in future we could
continue to rely on societies’ taking their own decisions

in this way, in the interests of all their members.

I have noted what David Young says about Development Land
Tax, and will bear his comments in mind, along with those
made by Michael Heseltine in later correspondence.

More generally, I am sure we need to give continuous
consideration to the needs of the housebuilding industry.
For my part, I am anxious that building societies should,
consistently with their mutual status, continue their
services to borrowers and investors alike.

I cannot keep wondering whether there may not be further

scope for speeding up Michael Heseltine's programme for

the release of public sector land, described in his letter

of 27 January. The procedure seems to be subject to a

number of separate bureaucratic stages. The rather depressing
scene on the ground was well described by Anthony Steen in

his speech in last Thursday's debate on economic and
industrial policy.

I am sending copies of this letter to the Prime Minister
and to Michael Heseltine.

GEOFFREY HOWE
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I was interested to see Keith Joseph's letter to you of
'3% December enclosing David Young's paper.

As you know, I was asked at MISC 14 (MISC 14(8)6th meeting) to
consider the place of private housebuilding in the wider economy
and I am preparing a detailed paper which will be available to
colleagues shortly. I will take account of the points Keith makes.

I very much agree with him on the important contribution that
private housebuilding might make in helping us out of the recession.
I also take the point that our primary concern should be to

ensure that building societies have an adequate supply of funds.

I am however alsoc aware that interest rates are still at a level
that prevents many first time purchasers from buying. While
renouncing heavy-handed intervention in decision-making by the
building societies, therefore, our aim should be to achieve a
sensible balance between the need to maintain adequate funds and

to widen access to home-ownership.

On the release of land for housebuilding, we have as you know taken
a number of steps already: the repeal of the Community Land Act;

the reduction and stabilisation of the rate of Development Land

Tax; the extra provision of housebuilding land in structure plans
and the speeding up of both the development plan and development
control systems. I have asked local authorities to co-operate

with builders to ensure that land earmarked for housing really

is available for development and to ensure a 5 year supply of such
land consistent with structure and local plan policies. I am
encouraged to see the progress of Jjoint studies by builders and
authorities of the availability of land in areas of high demand. On
publicly owned land, we have abolished the requirement that surplus
Crown land and land owned by nationalised industries be offered
first to local authorities. Under the Local Government Planning

and Land Act registers of unused and underused land in public
ownership have been designated in 21, shortly to be 33 districts

and London Boroughs. This should ensure that such land is identified




and, if it is not released for development following negotiation,
I have powers to direct its sale, I am, therefore, very conscious
of the importance of releasing land to help the builders, and

am about to hold further discussions with them on whether more
needs to be done.

I should certainly be happy for us to look further at the detailed
working of Development Land Tax. Perhaps we might learn something
in due course from the extent to which house-builders take
advantage of the exemption from DLT in Enterprise Zones. We can
explore these and other issues further when we come to discuss

the subject at MISC 14,

I am copying this letter to the Prime Minister and Keith Joseph.
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MICHAEL HESELTINE

The Rt Hon Sir Geoffrey Howe MP
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I told you, my Special Adviser, David Young, who has rl
xperience of housing as well as of banking and property has
1 telling we for some months that a private house building
revival is likely in due course. He has written a paper which
is attached and which you may wish to consider.
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'he paper draws attention to the current depressed state

of new housebuilding, but suggests that = revival in demand can

be expected at some stage. If this revival of demand is
translated into new housebuilding it could provide a welcome
increase in activity in_the relsted ipndustries. Indeed house-
building has on occasIon in the past led industry out of recessicn.

) But to ensure that this happens it will be necessary for the
Building Societies to be able to attract sufficient funds. The
Societies now face extra competition from G y Bonds and are to
pay a higher “OQQO”lte tax r‘te. They may. therefore,be unable to

Towai’v'ﬁ“igaﬁe rates in Tlnc,1ﬁqth general intercst rates in the
comimg months, if they are to attract adequate funds I think we
should all recognise this and not emulate previous Governments

by trying to put pressure on the Bocieties t Wer mortgage rates
before they themselves choose to

2 Some builders have expressed eir concern to David Young
about the availability of building Land _to meet the potential
future demand. Michael Heseltine can perhaps advise about the
general valldlty of this, but i here is something of cuuﬁtwﬂc&
here then we should give considerati 283 10 i

the supply of bu11dwup 1and. T

suggestions but there may be

2 I would like toemphasise that the measures sugg
the paper have not been subject to detailed examinstion ane
they are being submittcﬁ for wider ration and not

for implementation in the fortl
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economy at large 'he &l 0 1mports in new housebui lding,

not insignificant, is for in: mewhat lower than it

many other forms of activity. It is indeed arguable that the sustained

boom in housebuilding during the 1930s helped to insulate the Midlands

and the South from the worst effects of the depression. Moreover,
building is particularly helpful in providing emplo
skilled.

2, Housebuilding is well known as a cyclical industry and it
exhibits larger divergences between peaks and troughs than most other
industries do. Noitwithstanding this, total housebuilding during

the 1970s was generally at a significantly lower level than during
the previous two decades and the secular decline also appears to have
continued during the decade - see figures in Appendix. Within the
total, private sector housing was more stable, with the rate of
completions being surprisingly steady at close to 150,000 over the

period 1974-78. Since then, housebuilding for both private and public

-

sectors has declined, and the 1980 figures are expected to show

significant decline.

FUTURE PROSPECTS

3. New housebuilding is currently rather depressed This is

verhaps not surprising in view of the high interest rates and the
I ] e g £

.1"‘
uncertain economic outlook now prevailing, which have led to a
I _

2

general lack

f confidence in both builders and potential house

0
buyers. Of these factors, soundings made of the building trade
3

suggest lack of confidence is more important than high interest

rates in depressing sales. At some stage, therefore, assuming a

revival in general economic confidence, a cyclical recovery
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ieties. If the Building Societies are to generate sufficient

nds, sary for them not to reduce their deposit

tes as general interest rates come down, or at least not to the
ame extent. [he Government may therefore need to desist from putting

ssure on Building Societi lower their rates before the

e
ieties themselves woul h e to do so. nentioned such

Governmental pressur Tl past has on occasions ed to mortigage

shortages. If the ding Societies are left compete freely for

funds, this should lessen the likelihood of there being an overall

shortage of funds for housing. Emphasis is placed on this as

builders believe the availability of mortegagce fun is more important
o (=) - i\

than the mortgage rate in affecting new house

T There can be little doubt evival in National Savings

and in other public issues aimed he personal sector, eg BNOC

bonds, could have implications for the flow and cost of funds to

Building Societieg. On the other hand for any given PSBR, if one
R s

funding means i iscouraged another has to be found. The likely alter-

native to increased National Savings is to sell more gilts, largely

to institution and this could affect the cost amd flow of finance to
industry and to builders. Financing the public debt is clearly a
complex matter, and all we would urge is that the decisions taken

-

the various ramifications involved.










