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EIHAL RBOORT OF THE HOMZ OINERGHIT
AUT COUSTRUCTION TMDUSTRY TOLICY GROUP
he Group was set up In Tay 1975 to examine waja and
maane of anding home ownership and avoiding gharp fluctuai-

ar,

ions in ih: construetion industry. £ The Sroup was compoded of
ebera of “arliament and outside experts with a wide rangae of
experiznee An interim report was issued in July 1975 and iis
ndations were that home ownership should he exnanded
1o a level nerer ithat of other countries like Austiralia and that,
te achiesve ‘t*u.s, adﬂ;ticn,al helr\ fox‘ the firat tj.me house huyer
wag essential. - EERE ST

This report is divided inta two parts:-— the e:q>a.n510n of
howe grnersihic and the conastreotion industiry - and should bhe
zead io conjunctmn with the repcuts o.f u‘thar hﬂuaing pulicy
ETOW ps.

Secﬁ.u... - ST e

:The Griup is firoly eommitted -to.a policy of a substantial
mtpu.nsio'l of home- ownership.. There-are. three major.reasona |
Firat, houe ownzrship encourages indegendence and
1’15 therefore vory much in iine with.Conser—

. Second, home ownerahip represents.an excel-
lent bar.ain for -ublie fumlsg Theé average exchegher subsldy
on a newly built council house in the first year is about £875
according to thne Government's flsures,. .’ This 1g valeulated on
tko poold yaie .of interest whichai the momer: is somewhat.balow
ike rate myable on hew lopi tern horrowing and dces not includa
eny sabzidies from ihe rate fund or the cost of managemeni and
maintenznve, Subsidies froa all sburces prabably amount to
zbout £1,307 whereas the tax relief on an overare new moxigare
ig sbout £230. These couvparisons are only valid for -thé Zirst
your {s=e apgendix 1),  If an averape. subsidy is taken for all
4, the zubsidy ner eouncil house was £204 per asnnun

councll howe:
in 1375« at 1975-6 out-turn rrices for England and fales. The
averase tax reliief per o mer oecupier (including option mortgaze
El!bbidj) a7 £31. Thus it ié clear that snvsiaciialwsalztaace

to lower veid families to buy their homes can be justified on
ecenomic grounds, Trovided that fewer counell houses are built,
such hely can be wrovided whilsi paking substantial savincs to
public funda, Third,. it is perfectiy--¢lear that the vaat mjority
of familier want to own their own hage. This is very claarly
shown by ine unwublished 1979 "Survey of ‘Attitudes Towards Current
and Alternotive Housing Tolicies< “prepérad by the Briiish Building
EDC, 69 par cent of those sanpled wanted. ideally to ove oyner
occuplers ia 1w years iime and in the 20-24 age group the ﬁ.gure
w7as as high oz 78 zer cent.

Sly the most imsoriant requi.re nenta for a v:Lgcno e:]
> of hatie onrnarahin are on the demend side:

1) & oo Qn:bly los level uf inl‘latiun.-
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2} A dstermination not to promite sxceasive gtimulation
of the mwuney susply. . .
3) ®he avoidance of sharp fluctuationg in the flow ¢f
cmaney to the building sceisties, Tt is perticulariy fmportant
thai the Government should not exercise political control owzr
the socleties' furds although a centinuing dialogue betwean the
Goverament and the bullding socisties wiil clearly be easential.

4) The raising of council rents to make hmﬁe ownershiy movs.
attractive fipancially, .

On the supply side of the equation ihe main factors ara:
1) A proper degree cof long -ierm confidence faf hullderss

. 2) An afeguate and contiiwing flsw of guﬁu.ine_iy‘ avadlable
building land. ) [

The. Group belisves that there are many: families -who would
prefexy home ownership but who without any additicnal financial
help cen pec no alternative to becoming couacil tenants. Taking
e typical three bedrocmed house with a unii cost of £9,880, the

gap bel payments and morigose payments for a moa On
L0 pon W vy wside with wonlhly Teot peymenis =i £34 ar

wonthly me go peyments at £33 aftor allowing tex relief on aa
&) per cent rigage, The man earning £45 pex week would pay
£28 . moath Lo reat and £57 per moath-on an 80 per cent mortgage.
The injtisl costs of buying a honse are also high; a deposlt

of at least £1000 would normally be needed and on top of that
are the cosl of sucveyors' feeas, conveyencing end furniturs.

The Group has, conmidersd various- schemes for helping young
familles lnto home ownership.  We-would omphasize that the
{mplepentation of any of these schemes should be gradual te
gnsure that honsebriliers.wers enabled to reacd to ihe increused
demand and so¢ prevent or mialmize house price iaflation, unla
the demand for new homes wag sufficlently weak to justify en
impediats stimulus. These schemesmay bte divided into ihose
which involve Government subsidy in one form or another and those
which are self filnancing. . - - . :

1) Tow Start kinrigazss

This type of mortgage was originelly proposed by the last
Conacrvative Government and was ready for introduciion at tha
time of tneo February 1974 Blestion, . After a years delay
Hr. Cr @ anpounced that the building societies hed agreesd
io intrcduce ith+ schems, S0 far the Governmeni!s acheme has
not hed mich guccess bui gome societies in particular have
enceuraged they owa schemea, notably the A 1iiance Building )
Society. They curreatly run twa schemas. The first is thelr
Deferrsd Intercst Scheme introduced five years ago and aimed at
yanng profezaional ten or women likely to lncrease their income
in real terms relatively quickly. The mertgagor pays no
capital repayment and two per cent less 4hen the. full intarest
payments for the first five years with his mortgage Increraed
accordingly, ©ver the next 30 years ihe new morigage ia
paid off in the normal way. The second 13 thelir Easy ¢

-
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schera which involves no capltal mpa.ymant‘ for 8 years, in the
- first thres yeara 1 per cent less, interest is pald.- : The new
mortgaze is then pald off over tha remaining 27 years. Thig
agheme is deaigned for a wider section of the public. The
foels that whilst bw stert schemea will not be sufifcient
oh their owa 40 gecule 4 large expansion of howe ownerahi;, they:
are nonetheless attractive to some morigagors and smulﬂ be
encouraged.

IYOLYTNG _ GOVERMIGHT _SURSIDY
introduciion

The Group raalizes the urgent need o reatrain pu.blic axpand-
Liure, liorever we Bellieve very strongly that an importeat way
of increasing home owdership is 4n build” lées council houses =nd
uge gome 5I the mcney saved 1o give peopls on local authority
#ailting lists & choice betwsen buying and. renting. Daetailed
congideration of ways and mesu'rs of h-lping first time buyers is
covered 'nelow.

1} fhe Hughes Fixed Promrtion of Tncona Sch .,cheme

Thia acheme was nropusaa by Gordon Hﬁﬁea writing in the

Houging Research Foundatlon publicalion atlon and Housiaz".

T if BEREntiZlly @ var.ant of the low otart acheme. . A given
percentaze of income is paid by the wortgagor and the dj.fferenca
between that aad the full ceoet of the mortgage is added io tha -
total mortgege. As his income increases in money terms so the
proportion of the morizage met inersases untll withln a compar—
atively short tima, he is actually paying off ihe morigage In
the normal way. Az with the low start scheme, cnce ilils point
has been reached, mortuagora cnulﬂ have the option of transferring
to & nowemel mortgage. .

Aliernat valy the mruetion of incoms paid could te gradu=lly
reducﬂd g0 that mortgage repayments did not rise ae quickly ae
ineome; this might e important to offset poverty trap criticisms
Bullding Sodsties would have mwveat diffieulty in eperatlog this
schene because ths debi c.mld rise in an unpredictabie way. .
(See Arpendiy I7T)

ii) Buildine Sociew S'hare Rate”

At present the bullding soecletlos pay tax on behalf of their
investora at the composite rata of tax Eggentially thiz will
not change very much unless the rate cf income tax 18 changed.

The svggesilon was made fn 1974 that the Income aand Corporation
Taxes Act (1970) be altered to allow for a new share rate which
cpuid he moved up end down to regulate fha flow of funds from
invegtors aad therefore the flow or coet of funds for house pur-
chase, We are conscious ihat the ‘level of inteérsst rates prevail-
ing at the time of the next elactlon might mean that this schene

be held in reserva for such a contingency. .

111} 9%% Horizapes

Our last Manjfesto pledged the Party to a 9% per cent
mariwan oo s rate for the 1ifetiwme of this Tarliamant.,  This
was to be done hy providing a subsidy costing £180 millisn o year
sasuriny that the norlgage rate would otherwiss have Lsea 11 per
at.  Fha Grou-;. understands the rcason for this pledge out Zaels
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*hat elrcumstzanese have chenged sihoe Ootobar 1974. Home
cwners who wers ihen sulffaring from the rapid rise in monrtgage
vrale and the stabilisation in housse pxives have now ssan tieic
circumstances improve, Indeed the mortgags rate has no-
reduced to 103%, Ze 2lsc feel that public expenditure »
erailons ruls out the adoption of & scheae which offers hely
indiscriainately. If money ia available we believe that it
Bhould.be direcied to those who otherwise could not afford to
buy and would thuy be forced into very expensive councll houses.

iv) The Grant for the Deposit Schem‘e.

Our secornd proposal in the October 1974 Election Imnifesto
was a Home Savings Grant Scheme, The proposal was to glve firat
lime purchaserg of private houses and flats apecial halp in
' paying-the deposit by cuntri‘nu'ung £1 Zor every £2 saved up i
2 glven ceiling,  The scheme would tale at leist two yeare ic
rmature in order to give bulilders .Gufficiont time to. incrensa
the twllding of howes for wals. .. Hafeguards as to the weximva
incoie of the siaver, maximum house price and maxloum 2ge couid
be introduced to reduce any indisériminate elemeat in the achaus,
The Group agreed that thiawma ar ideologically attractive
schems anZ Lisd to be ssen in the conlext of ihe slternative of
high subsidiea to new council bullding. Howaver resources for
helping exvand home ownership were limited. Thug this schems
hed to be o 2g.a gubziltule for vae of the®other ‘asshemes and
rol neeca Tily am aa deit:i;on,b it. The Group believes thut it
oould well Be Intrdduced &t soms qtage in the fulure, Ajpendix IT®
gives & deucription of a similar schomeg' operation in Ausirvalie,
. v) The ed Purchege Schéms . .- ‘
L B¢ 72z 1.rat outlined by John Stanly in hisg oTC
pamphlet IShared Twrchase® - (Aprdl 1974). It featured {n the
Libera: Pariy'a Octobar 1974 Electich Manifesto an® a lopal
authority versica of thig sohemws, called half-and-half, haa.
no¥ been succensfully launched by the Tabour Controlled Birming
ham Jouncil, - Other councila, botn Conservative and Izhour, are -
" 'likeé%c tp introduce half-and-half schemea this wear including - .
the oD RPN . "

411 the present means of house ‘purchagse ¥equirs the purchaser
tu find 100% of the epital cost 8f the house af the time of
purchane. Though soieone may he willing ahd oble to maise 604,
T0% or #0% of the cost of the cheapest house in the aren ther
i2 moment that they can ihen lmmediately siavt up
ship ladder; they ofter therefore apply far couneil
- The object of Shared Furchase ia to reduce the high
srand for expensive conncll huusinghy - .
enabling hoie-buyers to acguire initially lese than a 100% equity
interest in thei: home and to buy the balance later on.

T0 bay a housge using the scheme thé purchaser would iaks out
his maxloum mortgage in the. normal way, .. The balanca of the - .
purchase price would be provided by Fimance for Housing (FFH), a
new institution modelled on the lines of Finarce Lor Indvstey (FPI).
FFH would raise pedium/long-ters fixed-interest finance from
private insit¥tutons - prineipally pension funds and insurance
companiey - on commemlal terma, The payment of interest and
repaymant ¢f capital {o:the institutions by FFH would be a
liabllity o the Lxchequer.* The house rurchaser could pay rent
eltner lozediztely or afier say 5 years on the balanes of the DRr—

5¢ #2Gers of the Group feel thet there might be-aLfficulties
i funding the schenme in tha early yeard and that temporsty
Government bans or grants might ba nesessary, .

#8o:
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chase price provided by FFH which would maximise' the lnoentive
For ninm to .lhcTeass his eguity interest in his louse to 1907

ag suan aa nosaible. Alternatively, the nure..aser could recelva
tihe TFEZ oonbribuiion to the purchass price gratia, which wonld
uint & tha size of the ¥FI contribution because. the.purchaser
would ie mble to taie on a bigger mortgaze through not hov

rent liablility. .

On the resale of ithe house the purchaser would forfelt to
TFH the prosoriion of any capital gain equivalent to ¥TH's
equity ihiervest,  From the cutset the purchaser would assume
i1l liability for all cutgoings but would have ihe right at
any time to buy out ihe FPE eguity interest in cne or more stages.

. at the curreni markei price of the house (provided it was ne

lower than the original purchase price) leas the value of any

improvements. R LT .
The mewits of the Shared: furchase. thhema are conuldered %c

bte aa-follows:<. R T T P

a) It makes the maximun ude of the existing sources of °
mertgage finance, and in ng way altera the present ralation-
ship between mortgagora and building socleties who will
have to iake into Account all liabilities including any
payment of rent -on the balance of the equity in agEeasing
»ihe momtgagsz, - - S e T : . -

b} Tt resiricta the slewent of subeidy ic the abeolute
winimum reguired to .eneble esome of those who are now

adding to the demand for more  courcll houses to awltch

to home-¢inership, Every such switeh represenis a net
reduotion in public expenditure (as is illustrated on page ).

¢} The inflatiohary eifect on house prives of the schene
would be divectily minimized by restriciion of the scheme to:

(1) Touses below a’specified vest ceiling with regional
variations, ard . . - .. o . .

{11} Turchasers who could provide a 'apec'ified,"- ninimun percen-
tage of the cogt cf the house from their o#n rescurces
(i.e. their mortgags pius sagings) .. S

da) It caa be applied- to the sé."la of' council ﬁouaaa to
gitting tenants {see below). . -

e) It would be.of value to ‘the -'nuiiding iﬂus‘;ry by giving
substantially impreved ceriainty of pale of houses built
Eelo;r the qualifying cest. ceiling fro the Shared Iurchase
Scheane., . L o

f) The Groun strongly prefers tha establishment of a
Gentral. institution, Finance for ¥oualng, as described above
but it would be pogsible te allow local authoriiies to take
on the financing rols if this was wanied. - -

The Group ie very aitractad te ihis schems, nariloul-
arly in view of the pelitical mileage mlready being made
by the Iabour Party out of its local anthority version - ihe
thaif-and-half' scheme andof the ianterast shown in ihe Jcheue
by other hodies guch aa the Kational Pederation of Houslng
Kaseci~tiona. The gap between vouncll rents and mortgage
vepaprants must be rednced and we belicve that this is &
pr2ctical ey of deing so. .
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) e g sAmerican "Ssction+235" (of tha
Fodeoral Housihg Act. 1969)- Scheme for helping families with .
51ishtly below Sierage eaynings to own 8 houg of theéir own. (See
hppendix IIX). < 716 came 10 ke concluplon ihat thers were tos )
many questions; sbout the precticel lmplicationa of the schems Jor
us_to, anewars: elnding for szample its effect on tha Ymverty
: maane tested bengfits. . " In particular 11 wss got
how ihe sohens oould be redonoiled with the existing systen.
of housing finarce, - Ta found 1t Aifficult to answer allk the -~ <
imponderables but: racomnend that- the scheme be looked ot agein %
by the Civil fervies AL other scheass are not ae susoesslful a8
antloipated, ~ i - o R ) [ ’

The Sale of Oounoil goﬁsea

© L) The froup. firmly believes:in a substanstis) programos ’
of onuncll house salea, - There wil be no proapect of doing ’
this if recis ate kept lor, Ti- 1573=2 thers wos & large
aumber. of sales (in 1971 16,851, ia 1672 45,058), -+The aunounced.. -
threat of rent increases under the Houaing Fifance et 1972 Lo
and- the istroduction of tliose rent increases #2S cerialoly a . .
major factor in enconvaging sales. . Thers is no need for the L
current flgure of 6.millien ecousgil howses in Greai Britain and
a large Tropdetlen of these should be sold. He, Toler 4
was invited by the Grouwp to discuss His scheme for zelilog .
acunoil howses. The Group fully reccgnized that ways sould -
have to be found of ensuring ipat Joeal couneilcososition end -
- vtficialiy . insuired. bueauoratiec .dalays. ~Jere overcome. Mr. falker!d
scheme itself inwolved transferving to tenantz of mare ihen
20 yaprs etanding the freehold entltledent te their house or flat,: .
. The pemaininz tenapis would pay as mortgage payments & sum equlv- '
- alent *o theirourrent rest Payments for whatever time wes nioded
to bring them up o the 20 years gqualification for owning their .
couned) home. - The. Group fully understood the considerable polit- -
leal advanisges -amops connoil house voters for the mugiested pol i
‘Hrvever it vas our Jilgeusat thail ehe objectlong from homs owner:
would be very strong snd dlfflcult to overctue, ' We cannot thergs
farg recommend itis acgepance. o L.
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. b) The Present Postiian. - At the present tize Gireulay
51/70 introduced by the 1ast Conessrvalive Governnent jives a
general consent to the sale of council honges jrovided thal the
disccunt i3 not %reat'a: than 20 per cent ofi ihe market price,
(aithough speciml permlssion caa be ant ine the past hze bean
given for discouate of up to 30 par cent) that the price ig
at l:ezt as high as ihe historic cost of the houss and that the
tensat sells back to the counoll if he sells within five Years.
E‘he present Goveryment has however banned the exle of houses in

ew Townz, .

wa# i gIVS Svery counoil o new icwn itenant the right o buy .
kis houea elther m a freehold basla or in ihe case of flais on &
leasehold basia, - Thiy could be done by allowing the fensat te
gerve.a notiée on the councll with agoess to the courts If the -
counell refused or was obatructive. However there should be Boue -
Llimitationia on this in'prectice. ' Llocal authoritles amst be able -
to redisd A nde a4 L3 sant conld net-afford oue on thedr
normal priteria: 3 311 oould alse have the righi.to sell -

c) Conservative Policy. Our propesai at ihe lest Hlaction
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& different properdy if 1hay wi.s?had pzovid.ed 1t was of & sms.m
glandapd io tihe tonanie exlsting houss aoninl ;lrvinl acgom-

modation should be exoluded alihe: ALy :
world wish te buy. - Tocal authoz{t: JTR-ClE R pe

right %o keep 2 given minlsum pevoditagae of their rgto

no reconu..x_'ldat*on cn thia metter alihobgh i 1s unlikely to" 05

a pragiical proble:s for. mmny years.. Pim],v in the ease of- "'lats .

:the loeal authority would have & quiy ip Afake " arvangements for

the maintenonee of the common parts and woyld be-entitled o charza

‘e reagonable osum as Barvica coste. ..’ ¥e- apre¢iate thet thie

oroposal roprasents an interference with the. freedom of locel- authcrr-—

itiea. However ihe pawex-ig abstlutely-empéntial to prevent the

right to buy depending on tha ares in nhich th.a ten.mts live. .

d) Price.- ‘s suggestsd in the, J.ast ‘Manifests & :price of
tro-thirds off the market value, We foel thmt there is a good
case for extending disbounts by means of a gliding eeals to takd
2coount of t{he yeara of tzancy of ‘tha indiwidwal {epant. We
) suggest a disconat of one third off the mgrket -price alten thres ysars
’ of tensncy with a pre-~smption 6lause.for-5 yeara sc that the tanant.
bas to gell back to ihe ocouncll withim that period, .. For avary
year over 1 years, a further one per:cent refustion orf the mabiet
price would be given up to a maxisum of 50 per pent after 1S years,
- The Greoup dee: recqisze that a 50 sent reduotion evan after
13 yearq ragidency will arouss politice} chjections fa osner
- oeguplera and ;thia sauat be- taken into:aceount in . the: formulstion .
of policy, . Tt would de necdssary to reguire lochl enthoritiss e
value the properiy within say-one monthiof the-tesant firmly frdis-
ating his wish to buy. The Depardmant;of the Bnvironment shiculd
“preduce o standard desd which should be -used for all eouneli houge
sales. Building societiés should be engoupaged to give mortgeses
for council tezants wishing to buy their councll home ainee thia ’
allows. looal counoils to make an immediate oapiial profit, Indeed
the Building Societles Associption in t.'neu' widanua to the Goven-
ment's Housing Finance Raviww saids - .

- To.the Ascociutj.on recognizea that Lhe sal9 of council :
hovses must form in irtexral part of housin’ ;jolicy 1f the wlshee
of the pu'bch are ta ba tmafomd inta realit_v." (Harch J..Q‘?S)

Howraver it is imortant that morigage ﬁ.na,nee for new houss—
buildiﬂg is not threstened by this policy. - Thus it is lnevitable - .
that most oouneil hou.de salse wiil need to be finanged by local
authority mortsagen, At prement such morigages appear to lncreras
logal awthority borrowing becauge of present beal avthority sccount—
ing procedures. These should be changed to reflsct the fact that -
a mortgege given for couneil hause purchase Is a papar tranﬂactian

., involving & swich from Honaing Rawenus. dooount to Home Loana :
Azgount., The urmm also feele that tenants should ba mllowed to
take advantzge of vhe *Shared Purchaae' Boheme 1if they wigh,

Sectinn B . 5 SR
THE gp_nscmcmzczw INGUSTRY

. ’.l‘hsre are a r-umbe* or detailad pnlntﬂ which: tha Group .
wishes 1o make about the .construction indugiry,. ' The Group
‘attaches strong imjortance to,the.avoidapoe: of sharp fluemau.iena
in the lovel of constryotion dotivi Tha z'aeem mgpert by -
fns ;_Sn:n:utro (l:u pzitbeg, ationgliurge 1:;:».
. eXpen iture zhould be: com; ratad - on
; thaa on oapdtal amndlt o

hife
ez .




There ave five aain’ construntlon reaau.rces all of wihich
nued to be in balaneo; finaace (which ig substaniially inilecnced -
by tha Governnent), land, labour, mate:-ig‘.l.a and -plant. It falloss
©thorefere that any effective folloy for the comstruction iudustzy
a whole ﬂnst begln with a Euahi{izatian of output and rasources.
randum by the Hational Qouncil of Building
vials Crodneers (Appeadix IV) summarises the unaatiamc-,c"y
e¥ em‘. on their sectlon of the industry of sherp fluctuetions in
damand bot 16 equally applicable to the industiry as 2 whole,
It is not al«rgys apnreciated how drastic the effects of stop-ao
a be. The Group atiaches wsaximum Imporiance e the sublication
of aut put figures for the coastruction induatry. Material
producers °0.:l civil engineering contracisrs are caplital latensive
and meabingful foracasis are essential for their forward 1n\restment.
‘le deal with this matter in more detail later,

" Lond s : O . .

Detailed recommendations. fob land poliey are the resr\.)'mio—

41ty of a different group. At thig simge, your-group simp]:: A
airsspes the wogent poliey néed to reahape the ulannfne syaiex.
@nd the rolated taxaiion arr:me,ementa 80 ag te ensure a peraansah
sm:plu.., of development land with planning .pe.mission, serviced
2:sd avallable for iumadizte development In areas where peopla
actually rant to 1ive., ~ At the preésent time many planners are
not za"i"w annugh »a.rﬁ for davalopment. . Land polim.es which are
3¢ will wndeubtedly b2 feli ina shoclounn

ing Indsed the Hous“bu.ldsr's' Fade.
feels of tha Commumity Land Act ;lus the eszesicied
Tax will rasuli in a sericue land fumine .
ve Goverament will hava to daal,

If
g lopnan 3
2 new Consarvativ

Iaboun

. The Gr ap Dalleveo-+hat the general policy Zor lzbour should
be to. bring abcpt the oondiilons in which an oxderly enpply of

* tabour 19 Aawils~tle 16 the cemstruciion industry, adegrute tralnl
s apnrdnticas and re-iralning of adulta ia earried. ocut ami atat
wlory fipeal obligations are met, -

Suggaated methods are:~

4) Tz present foversusnt has sat up 8 manpover hoard fox
ihe gongiruciion ladustry tc make racnmmand;\tiana on the da
easwlitisn of lahour. Thirds a lonz demanded TUGC nostruwm v
totelly lguores the realities of ths industry, as revealed
in the Thelps-Brown Rejort by which most wmen leave the siie

voluntarlly tov varﬂs the end of a job eand either sign up 2% ths
‘Gmﬂlcver's next zite or mo\ a aifrerent controcter to work for.

¥¢ fige .m0, pgefnl purgode in continuing with thie body and sugsesi

{E L E‘ Egﬁﬂ.%%meut during the recessicn hag held ugyreuaom%ly

vell until recantly bui ithe numbers etill leave guch to de

dealred and there sre nov clear signs of a deiericration in the
avrrentice pogition. J#e thought serlously atout the eaforcenant
ot training schemes by the witnulding of pubiic sector contracts
frow any .E:.m which 414 not. irain a given percentage of its worke
foree, orever wa* felt that this was unlikely fc be of much

value, el does poed 10 be done is tp decide whether the
Department of Eaployment or the Department of the Envirol t Llain
ohurge of earcouraging training Bohemes since at prcse‘xtm»’ appIars
o aocept rasponsibility. It ig aigg easen%ial te-have closer lia—
igen batwezn whichever & nt AR ~and: tha cnn.slructiun
Indugtry Training Board to vgrant/levy
aysten may need tor be o= th thn Oonstruc-
tion Industry Training Basrd gl .
prants £or off-the-job teaiAfng “Honatatred firthor.

i
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o} The present Gov 1ty & ate for tighteaing up
on the certlfication procedure for sub-contracioss should be
continuad, but the placs-of labour-only sub-contraotiog. sad. self-
emp-loymen{ in the congtructicn procesa;shounld te racgnized, and -
trads union sitempts fo have it banned ehiould ve resizted.

d) e d¢iscuas below the gueation 61 the regulation of cut—

‘put. However we would wisk to record that labour congtraints on

outvut can have very pronounced effeots. ' It is quite uselees to
demign labour intensive programmes involving gpecialized training
in aream where the skilled labeur iz mot gwilable. Thase ave
gractical points for which the indusiry at Jeglonal aod lecal level
%s well plzced to advise snd should be ponsulied. ~ Although the
exilsting reglonal consuliative machinery including that of ihe
regional offices ¢f the Department of the Environment should be
expandad and aade considerably mors effective and dynamic.

. Materials and i’lggt

.- R enomien bar @ LypEtedee s of ke e

The policy should be to bring about an oxderly flow of
maiterials and mlant onto eite in accordance wiih market forces.
But eoesalive flustuations in demand for bmilding .materials which
are caplial intensive and made.on a continuous process causs
inefficiency in these induatrles and resuli ir’ shortagee of oup- -
aclty at an early stage of scomomic wpseing. The most important
gingles reccrmendation: tn.zehleve this.podicy ie the regulaticun of
demand. to -avold wide -fiuctuations....Thig ig Gidcnaged belaw: .

‘2) Reguletion of Oh.t“ﬂ.u_._ ) T

The Group would wish ta sfre.ésr;ré'ry aimnglyt:nat mau\sr of the
aifficuliies of the constimetion induatry have flowed. from :
stop go decisions taken by successive Goveraments... This has a

- very bad effest on investment and ihe tralnihg and recruitmpat of

ouilding workers. .The pregent Governiment.reacting fc pressure

- from the varioua sectiona of tha ilndustry have given detalls

. the information from relevant publle. g

beyond thoms in the Waite Paper. on Public Expenditure of the -
traakdown of cousiruciion programmes by Ministerial Departpents
until 1980. . These are spnexed as Appendiz 5.  Thilst this
undoutedly represents an advance;. the information is atill vory
general and ¢oniaing no breakdown op a regicnal.basla or by
referance t¢ individual projecta. ’ :For-example it is of litile

- value to know that-the local suthority hbmse improvemeni programme

ié ikely 1o ghow 2 decline over the néxt flve years - thie being

particularly importdnt for the nerthern region where irprovement

of council houses has. been a major element of worklead in the pasi -

unless one also knows what other forms of contri¢ting are avallable

in that area to replace it. - The Sroup iherefore believes ithat

five years or if that Lg not posslble three year-pro s of

publie sector congiruetion sork shoild be published by each.regional

office of the Bpartmeat of the Environment, they Naring sought
gactor Yodied. ., Thess sheuld. -

specify metuel projects with an estimatelof thelr. likely effect

on workload locally. The supply of labour ig Very much affected

by the sector workload in the raglons concerned. It is immensely

important that they be frequently up-dated, and in particular,

that any marked or significeni departures from thex should be

jomediately noiified to the Department of the Envirvonment and theuce

to tha proposed Hascurces Panel {See Appendix ). LT .

b) Ko financlal encouragemeni should be given by Governmmnt
to any periicular form ¢f material or building systam. (Brick
ramaina our cheapest, most effective, and versatile ingigenoua
raterial). . EE T
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Other Matter 4 :L 1l 0 mctmn ndustr

)} The present etruotuze of nonsulta.tion with the i.ndust::y
i3 vexry unsatisracto + - Basteally the moat in¥luential forum
is thé Tecently eatsh ' Ahed ‘Osnatruction - Industiry Liaison Group -
with = the ¥iatstersfor Housing'and Qodastructicn as its Chaiiman

"which ip not muffleiently representative of the complex atructure

of the conutruction proceaa E1] anhieve any worihshile practical.
resulta.

Thy Hational Cansults.ti.ve unnc.ﬂ for the Bu:.lding a.nd vivj.l
Engineexing Indiueiries which has existed since 1944 has a very
wide membership and a pumber of sub-commlttees of varying value
goma of which hava roi met for some years. Tkis bedy has heen
eriticiped for the diffuse mafure of its discussions. . ~Fioally
there-is the Foint Advisory Committee consisting of the Tmasuary,
the Bank of Bngland, the ]Jepartmant of the Bnvironment az:d tha
Building Societies. - X

The hext Conservative. Secreta.ry of State shoutd set up A o
consultative strudture which -divides the industry up oy ssotor . K
and wnz'lcload. A posblble’ new sirmztiure is ast out in Apreniix
¥I. e particularly see the need for a new Resources Panel lo
raplacs the Construcifon Industry.Lialsen Group ane. whicb wou.ld
ad.vlee the 1ndua1.r3‘ or traae. matters.:

It might ggem od.e. that the Gr up ahauld spa.u.ﬂ a.ng 1..1.m= on’
thess ‘detailed ‘points,.  Howsver i1 'is a watter of fact that
grave, problems for the induatry have been oreated it the pasi
‘bacause of tha inadequacy or lack of .congultation, and :L‘ is vital
ﬂ pa:nblemh Correy Iy sattled.

115 The Gont: Yudstick was hrought in bj!' the last Lavour
Government to: control-the ‘subsidies in the:Houaing Subsidies Act
1967 which hes’ since been repsaled.. It was iniroduced to exerclse
some eontrol on ‘tae-open-ended hcusing subsidies. The cost

‘yardstick itself® 1s now being vevlewed every quarter, This must

taka Bp B onopmaiLg ampunt of bureaucratie tims both at cantral apd
lozal) ldvels, '~ Althoagh strietiy-speuking this is a matter for
the Publie Housing Policy Group we believe- that there ia no .t’u.rtl‘
need for tha cost yardstlek, ILoan: sanction control la-adequate
provided that it is supplemented by® frequantly published informatior
abtut the movement of bullding costs., ' The work done for the
Fernula method of ;rming.v r¥ for building contracts wiil be of
aasistance here. - - T

e) ‘fhen-inflai ion is at a low level, fj_'m price tendering haa
Jlstinet advantages partisularly for centractore who ‘do not have to
USBBUTE ETETY price fluctustion ai ths end of Jobs. ~ Howsver at ’
praseni rates of inflaiion the coniractor tends io Lncrezce his
tender price tc cover himself and-this cea be . inflaticnary. The
Croup therefore recomménda thai the bresent requirements for firm
price’ tenderiny and the' prdductivi.‘sy deduction he pevieved by the
next Gonaarvative Gnvermnant in the’ 1igh1. of. tha condition then
ohtaining.

d) & mwach more -vigornus attitude nseda to be taken towvarda
lncal ‘autherily direct labour depariments. There ie no need
for the departmenial working a:.'ty agt up by Mr. Freeson. Poe
aim muat be to reguire all looal authorities to implemert the
recommendations of the Chertersd Ineiitute of Tublic Finance and
Accountanoy repert entiiled "Direot Works Underiakings Accounting®
g0 that their accounting procedurea allos for fair competition
with privats building firms. Yagislatien counld be usad for the
soame affect although it would be very controversial. It mould |
alsc ba poeszible to use administrative meens to the sawe ends.



11e

uJ At present there is o, Gonst:‘uct:hm Adviser to the
Geeritary-of, State who ie a frmer builder. The' 19656-T0 Lakour
Govereaon’. had o simdlar adviger although the last Conservetiive .
Government &d not. e are doubifwl if such appointments zchidve
21l that Iz requirved of thenm er carry much welght in the Binistry.
Aad g2 ettach wore lumportance to the eonsnlistive sirugtare wnlol
wg pro

£) In recent years there have been a numbar of reports

dealing rith tenc.ering and related practices in the construction
lndustey. “The most recent have bezen the Wood Report on

"The Mubllic Client snd the Construcilon Industry" and the P:nirell
Rspo*t on "The Placing and lKanagenment of Contracts!. Both ctrass
that local authoritles ghould aveld inviting too wany tenders,

The cast of terder can be up t¢ 1 per cent of the tendex price

and if twelve firms are invited to tender for £100,000 contracis
this iz ¢ serious wzaste cf reaourcss, It is however very iuport~
ant that swallsr and local firms are inviied to tender, Tarticular
attention should be given to ensuring that local authoritias
-implament the recommanﬂationa or Banwell and Hood,

Conger
D

"tive Résearch Depariment, FRALY
an Dhoeed, Sth‘ Yay 1876

Lgndon, .




IONG  TERE COMPARISONS OF MG |
HCUSE AND THME COST OF. TAY ‘RELEEF' OF. MORTGAGE " INUEREST
The firat year gap is very wide, aboui £1,300 for a naw

‘souncil house and £290 for an average new mortgage. - However .
if renis go wp by more than the ooet of mansgement and mainten-

.ance, the coct of subsidy will greduslly reduce. Hqually as

interest paymentis on a mortgage dacline aand capital repaymenis
increase, tax reliasf will reduce. Of course any subsidy cost
today is in 1976 price terms whereas any Dook prefit that a
zouneil house makes in the lenger term will be in dpreciated
pounds. It has been argued that on average people move house
avery 7 or B years and take on a larger mortgage attracting mowe
tax relief. On the other hand council tenants often cease to.
pay rTent sltczethe? when they retire ap they receive rent rebates
and the subsidy cost.will iherefors go up, It can be seen that

- lonzer term comparisona are very complicated. However given the

nrezent economlic criais it would be- difficult to jusiify any
large scale programme of new council bullding. The gap beiween

-, the average coals of council housing and home ownership (£204

i B
and £91 per annum respeatively) sould cetelisly Juetify edditional
help for home ownership. for. those who oiherwise would bevome
cgunell tensats, LT ok T e L




APPEADIX IL

A

THE AUSTRATIAN HOME SAVINGS GRANT SCHELE ’

The Scheme has just been revised by Senstor Greenwood,

the nev Environment, Housing and Community Development Minister.
The maximum grant under the new scheme will be 422,000 on the
‘basig of A7l for overy A#) saved ower ihree years, There ig no
1imit on the value ef the house, single pecple will ba eligible

and there is to be no restristion on ase. There 1s alsa mo
time limii om the application far the grant after house purchuse.
The cost of the schenme will be $15 miliien in 1576-7 rising te
#90 mtllion in 1979-B0. Hovever ihe Fraser Government is offset-
ting this by outiing back on the existing system of iax rellef ~
an morigage interest by between $40-70 milllon ta 187€-T.

}i.3. There ars approximately A¥l.5 to the £1.




- househoid sould be:

APPENDIX IT1:

From "Housing and Inflat:fo_n" by Gordon Hu.gimes‘. 7

MEW WAYS OF HELPING LOWEFI
INCONE FAMILIES TC 2UY

B. Among the alternstive schamas for
housing finance discussed Lhrce swand out
as o!‘laung subnantial advans aqns whon

Equity Portlcipation

vaiani on co.ownership and is based an
the lending instituticn groviding a lean
which is 25% s\andarrs margags angd 75%

d writh bath convint yag
antd tm:a% authouity housing.

- 9, For houss purhasa me ben r.hough

equity partici in the viie of the hause
on which a lovw interest rate is changed,

- 1t prowitdes & waey in which verv low intoine

here might be
& loap for which 1h2 housshaid make a rm
payment of 8 fixsd cropartion of its
income—the proga:tion heing detennined
by the ratio of the gdvance 10 the

-honseheld's incame. Under this

guangamant it would be possible far 31 but
the Towes? 1556 o7 housshalds in the
househels incoms distribution 1 buy a
house by spanding ne more than 153 of
head of hausehald 2amings over 30 years—
no mo1e then news borGwers ere sutrenily
spanding. Indsed, if paymen: were 1743
of Income the range of potential house
puzchasers would includs 84 per cent of
hovsehalds, even without spacial subsidy.
This sehem : warks well at asch of e
rates of inflation consicaied, snd white il
implics & rather fargar costin tex religf than
1he eanvantior: orgocs, it is stil vary,
much less wizensiva than lacal authority
2ntages derive fram the fact

much groatsr muttisis of its incorhe—e.g. for
& nat payment of 157 of income the.: - .
v up 16 45 times

its Income.

American Sestion 235 Plan.
10, The two other scheres offe? new and
-1

#verage income fa;
Section 233 proposar. fray *n:t.sly Jigeuseed
by HRF, is a convendions! mongage loan
with the additionai crovision of a subsidy
1o the borrower 10 cover tne Gillerence

. betwaen the not cayment on The MOTgage

and a maximiem ¢f 2575 of income. This
#lsa waorks cut cheas:r than local authority
haus :

lds can take tha first giep toward
houss purchass a1 a Jow cost to the

* governmert, iU hes disadvantzges but

offers the mast gubstdntial savings :n
when 2 with

. housing finanes and 1o wicen th

* kocal autherity housing. This is ttue a7
“aach of tha Inflavion rates gxsmined,

'.Stl‘.nnn. (.;a.sé'iur".ﬂdk;pting Thass Plans

12. Each of these three schames

anobilizes tha villingness of houssholds

10 spend more &n house puicnass then
Tental. The admmuuauva difficuities can be
oveicome.

13. There is thercfore 2 strun; case for
2dopiing 2zch of these sercnes in order 1o
Improve ¢n caisting araagament:

options avzilabie 10 borroviers. lenders.
nd 24 govarnment. Caraful sfapning
would ensure that highar demand did nat
forte up hous= prices, No one wouid o4
compefled 1 by, Moig would have a
choice bétwecn buying and rentng,
S AT :




. ) | APEEmILE IV

- "8toa-Go' in Construction .. o s "
. Effocts ¢a Buildine Miteried Prng“gg F "

Merorandum by the Matienal Souneil uf . d:ln torial ?—nducm-s

1. Froducts used in Building and Construction.nerzelly contribuka
ao'me L to 5% of GNP and over 20§ of GFCF. Tuwrmover in 15Th
wes some £k 000 ...:Lllm... A " .

2. - 'I'he industries rwolved e senernllr cap;te.l—mt.en:ive w:l.th
ng lmad-tizes {often 2 — 3 years or even more) in bringing
'_ in new ce.:sac:.w. g

I Evciice} D end

3. . Lesds ta i+

(1) Lawer gener&l evel’ of inve:tmt
Prices are controlled du.ring peeks
“{11) . Grenter relience on less’ efivie

s : . wusing the Zore efficxeut ini% iﬂ.l:r ...pre cost).y. 'but 1e5=
: - frextole large scale glmts to'méat the foese J.oe.d. ’
{111} Greater hesa._a“ion to :mnova.‘;e. X AT
{1v} More difrieulty in raising czp tgl, co,—.vareﬂ. with more .
. " ghable.zad 3% ea.cu.ly groving ;n:ustr:es.

'h.- Results in :— Coe . .
A ' _ (3} - Outflow of zanegecent end n;ev-at::.ves, and me—;lay"_aﬂ_',.
. {1y Less efficieat use of manjauer, eoupled with :re&.lce:l

) earnings Loz cpe-gmvgs ﬂ.\.e <o 'eﬂl.:sa. ahn‘r.s, shm
) \vee‘:a 2nd short tima. o
= T{a) Baa.a.v:we me!i‘::;e’cy o p.ant c;e'-e.-a.ﬁn- .
i . (J:V) Dirficulties in zcluenns b-ll_ca:'. nu::pt:ta. B
{W . Excess gapasity. :

(1) ¢losures, o“ten pe-_a.nent. N
vy - Ca:lcel"at:.tm or postponetent of new nn'“f.uentu

() . Exfess stocka, with, excess cgp.tal locked up snd
co T Gheraased cunseq,\.sntu.l cests and losses in d.m.'hla ’

- huﬂh,, recove'v, wastagg, sta,

apeed cesh flow, Lo Ot

"(XJ‘ . Upwerd pressuzes on u:ut costs n."d tu.ereftrre prices,

!ee.’un, iaflaticn,
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frate 1

ta- meet 'd.eund‘ fully and quickly enough,
- ?nort-aces vh).ch can ge'nerslhr anly

. {m) o Hoaetheless mcx'mcd imports, pnrﬁieulnrly or certain

S chssen of ruduﬂ with detrimant %o the balence of
'_ trnde. md sozetines resultins in mcreaae(‘_ const.:uct:.on

L oonta, di!‘hcultia: of spplicetion (aluo increesing custs)

"1 wand lowering of quelity.

'fIV) o Cerrying over of such imports inte the next ZownsiEbEs

£o the dzt“:.'_':ent of home producers; and in exizeme cases

- o mors pe'-nmant loss of home capacity with furtheyr axd
e longar-ter:n &At"-,imt to the balance of pa.mnts.

o I

In-the very sharp dowmtwrn ob 'pz-e_ée_nt, wmdarutilisaticn ¢f

- capacity has been exscerbsc:'d':by nev invastments medé during
: . the' pz‘ev* ous. uptawa of Tlf“l’2/73 (partu\.l,ar.v +o ceet the quite .

e:e:ephcral mn“eesed de..e‘id which Eevelupcd. Tor cer‘..am £lasses

- ot predust} some of Which was oaly com;"eted well into the”

Ta

8.

tnllaa B s:’..,,:.).a.r if somavhat s..aotuer patte'-z.

present. downtum. L

G;neruiy, howwer, the pa'oﬁ\:ct s‘.r_aplya.r.g :.né.u tries are heavily
influsnced by past- experience to ant:r.clpate tie n:xt dounturr in
ma.king investment ée:isxc:ls 22d determining their level.

Prevesa
Because of the time-lags in‘nerent in the cons$ruetion gl )

construqt:.nr. =ut:|.. respands more slowly and gx'aéual_ly over

time to chmges in the volums of cc"structiun oxders {end parhens
even mors 5o in = upturn than s dumtu:'n) ?:uéu:r's cennat,
h,cweve. » Jut be g:'ea_.ly fnflnmmied and deey}.y coacerndd 'ay the
dravatic dvmvwn in canstr\:ctmn orders wiich, from the 1972
-level, dropped L€ in 1973, sl\mpe:l & further 25% in 1974 end

8 Tupther 8% to April-1975. Unless inds alresdy prolenged
-trend is quickly raversed, cmtructmu output nust Inevitably
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* AZBENDIX VI . ) s o

N

List of Abbreviations

AcCC - Association of County Councils

ADC - Association of District Councils

AMA - Association of Hetropolitan Authorities -

BYF - British Property Federation :

ESA - Building Societies Association

CPA - Contractors Ilant Assoclation

PASS - Federation of Associatiosns of Sy.cialists and Sub~

Contractors.
Federation of Civil Engineering Contractors
Federation of Master Buildérs
Greater London Council. -
General. and Hunicipal Jorkers Un_ton
House-Buildsrs Federation
Institute of Civil Engineering
National Council of Building HMaterials Producers
National Federation of Builders and Tlumbers lMerchants
National Pederation of Building Trad: Enmloyers
Nationai House-Building Cowreil: i -
Property Services Agency (Department of the’ Env;ronmr,nt)
Royal Institute of:British-Architects K
Union of Uonstruction and Allied Trades and Technicians
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Froposed Permanent Consultative jtructure

Secvetary of State )

esources FEnel private Houslng Finance Panel Public Scctor Housing panel (Non-Housing Panel %ﬁ'vate m’uug-
K - N - &)

- Ane )
. R . ' -ﬂ‘naerv"sec"gbevel%;)g-
ydudister (f and o)Undsr-Secreta Hand C} Under—gecretary (H and c) tnder-Sec_(H and C) B WERE,

1 CPA 1 Bank oF England 1 AMA 1 AMA

1 FASS 2 BSA 1 FASS 1

L FIB 1 Clearing Banks - . 1 TMB 1 FASS

3w 1 Estate Agent : i 1 GLC 1 FCEC

1 NCALT 1 HBF . 1 NCBMP 1 ICE.

1 NFBTE 1 Insurance Company - 1 NFBTE 1 NCBMP

1 TGEY 1 WHBC 1 RIBA 1 NFBTE

1 UCATT 1 Treasury v 1 Quantity Surveyor N 1 Quantl

L : ty Sur-
) o : veyor{RICS)

1 RIBA

(rublic Urilities
to he invited

as necessary}



Rescurces

-

To keep under constant
reviev the resources —
labour, plant and .
matayials = needed For

the construction .
prigramme. Te liaise -
with the C.L.I.B. /Hanpuwer

Private Bomsing - -
Finance.

To veview ihe
availability of
mortgage finance,

To meet monthly. -

i)uﬁes of fanels

Jublic Segtor -
““Housing .. .

To examine: a’l blockages
-in the Council )sousiug
programme, including
reports From the
. Regional Qffices af the

DOR. .. .
- Po meet monthls.

Nor-=Housing

. JTo examine all

preblems relating
to. the non=howsing
construction field.
To meet monthly.

Land

To deal with
the block

in the :
release prog-
ramme, ad rep—
orted by &, - .
Departmental’
"Progess=
Chaser. -

To meet monthly.





