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ABSTRACT

This thesis studies the development and outcomes of housing and social security
policies designed to make rent affordable to tenants in Great Britain. The primary
research questions are first, How has policy changed and Why? and, second, How
much have these changes cost, and to whom?. The period studied is between
1945 and 1986. Policy development is analyzed through historical examination of
documentary archives and published sources. Three themes are used to explore
the evolution of policy. First, the development of housing policy is approached
by examining the changing priorities between the aims of making rent affordable,
the constraint of public spending and of tenure preference. Second, social security
policy is analyzed to establish the role of rent in selective and universal benefit
strategies. Third, the role of central and local government relations is explored
to establish whether the role of rents and subsidies has been one characterised by
conflicting aims between these two levels of government.

The outcomes of policy are analyzed through secondary analysis of published
government data, and through computerised secondary analysis of Family
Expenditure Survey machine-readable data. The changing household composition
and incomes of rented households is analyzed and compared between tenures.
Model rented households are compared over time to assess the changing value of
means tested rent rebates. FES samples from 1971, 1976, 1981 and 1986 are
examined to establish how the affordability of rent has changed according to three
criteria. First, a comparison is made of rent as a proportion of net household
incomes, both with and without means tested rent subsidies. Second, rent is
compared to equivalent household net income, with an examination of those who
pay high and low proportions of income on rent in the top and bottom quintiles
of tenant income distribution. Third, disposable household income, having paid
rent, is examined in relation to equivalent supplementary benefit levels.

The last outcomes discussed are those associated with public expenditure.
Spending on rent support is examined to establish its changing value in real
terms. Explanations are examined for changing trends in spending, and the
distribution of spending examined between programmes, between central and
local government, and between local authority and private landlords.
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CHAPTER 1

MAKING RENT AFFORDABLE?
A PROBLEM FOR SOCIAL POLICY
The past fifty years have witnessed fundamental changes in the way we are
housed. We have changed from being a nation who in the majority were private
tenants into a land of owner-occupiers, and, to a lesser extent, a land of public or
quasi-public tenants. Because of this change less of us pay rent, but nevertheless

rent policy has been a consistent political, social and economic problem. Why?

The finance and development of British housing has been often studied. The
‘Holy Trinity” of rent control in the private sector; subsidized public renting, and
state funded owner-occupation, is fertile ground for examination.! One of the
blessings of this tripartite alliance was a long-standing commitment to keeping
rent affordable. This commitment was fundamental to rent control and subsidising
houses in housing policy, but also existed in the social security system through
inclusion of rent in a national minimum assistance scheme, and more recently
through a system of paying specific benefits for rent. The choice between housing
and social security intervention has been labelled as one between subsidising

bricks and mortar or subsidising tenants’ pockets.

Recent policy changes have led to an accusation of a fundamental breach of any
commitment to keep rent affordable through housing policy. The abolition of rent
restriction and the near abandonment of general subsidies for rented housing has
meant that the commitment to affordability now mainly rests on means tested
benefits to help pay the rent. The move from universal to selective housing
subsidies for renting has been fundamental. How has this change come about
and how does it alter the historical commitment of social policy to make rent
affordable?

The phrase "Holy Trinity" is taken, from Kemp, (P. Kemp, The Transformation of the Urban Housing
Market in Britain, 1885-1939, D.Phil Thesis, University of Sussex, 1984




To answer these questions requires new research and an appraisal of existing
knowledge. The remainder of this chapter examines existing social policy
literature to assess the existing knowledge of rent policy and the policies which
have been introduced to make rent affordable. I divide the literature into three:
first, historical analysis of policy history; second, economic evaluations of policy;

and third, political and sociological discussions of tenants and policy actors.

Rents and Affordability: Issues within Historical Analysis

Houses are such long lasting and costly structures that much of the discussion of
housing policy is dominated by a historical evaluation of this legacy - of a stock
of dwellings and their costs, of their tenure divided development and of the
occupiers’ costs and preferences. But there is no single historical agenda for the
study of housing policy. For instance, Burnett® has concentrated of the standard
and design of homes and social history saying little of housing finance, and Power
has concentrated on the management of housing and the relationship between
housing providers and tenants’> The historical studies which attend most to
issues of rent costs and policy development are those which look at economic
aspects of housing and policy development. The development of this field of
historical literature has also grown over time, so that, while I will concentrate on
recent studies which cover the whole of the post war period, there are older
studies of more limited periods which provide a wealth of contemporary detail.
For instance, Bowley’s economic study of the prospects for post-war housing
finance, Jarmain’s assessment of pre-war local authority rent policy, provide
useful descriptions and data that can inform a longer term study.* A question
as yet unaddressed in the history of housing policy is the change from general
subsidies and rent control to income based rent subsidies, and an accompanying

analysis of the effects of these changes on tenants.

?John Burnett, A Social History of Housing 1815-1985, Methuen, London, 1986.

3A. Power, Property Before People: The management of twentieth-century council housing, Unwin,
London, 1987.

4 J.R. Jarmain, Housing Subsidies and Rents, Stevens, London, 1948; M. Bowley, Housing and The
State, Allen & Unwin, London, 1945.




Subsidies, Expenditure & Building

Holmans concentrates on the economic history of building, state involvement, and
the consequences for national finance’. His concern with macro-economic
narrative, together with a discussion of the development of policy in all tenures
means that while demographic changes and financial constraints of housing
finance are outlined comprehensively there is little detail given to historical
description of rent levels, subsidies and their affordability or the development of
means tested rent subsidies and the changes and effects of this change on tenants.
This absence is due to the scope of Holman’s project and is also of less
consequence to his study as the end point of his study, 1979, was just before the
rapid move to means testing occurred. However, in his discussion of the
historical development of building in all tenures and its finance, he outlines the
macro-economic environment of rent policies, and provides ample evidence for
the role of government in housing. For instance, in discussing the raison d’étre of
government involvement in tenure sponsorship he states, "a growth in owner-
occupation meant an increase in the number of households whose housing caused
government neither expense or trouble. ..Encouraging owner occupation was thus a way
of limiting the state’s involvement with housing."® The relevance of this remark is in
its reversal: the opposing position exists for rent policy. It has depended on active
state involvement - either spending money which ‘counted’ to help build houses
or pay rents, or intervening in the market to alter the price of rent. Of course,
Holmans is not saying that the costs of owner occupation do not count in an
economic sense, (an argument covered in great depth in the literature discussed
below), but that public expenditure and tenure sponsorship are linked in the
development of housing policy at the general level. Any discussion of rent policy

and affordability cannot afford to miss this crucial point.

This theme of expenditure and tenure sponsorship had been used by Merrett in

an earlier work to explain the introduction of means tested rebate schemes in

5 AE Holmans, Housing Policy in Britain, Croom Helm, Beckenham, 1987.

®Ibid, p464.
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public housing.” "For the government, then, the function of rent rebate schemes was to
diminish the total public expenditure required to stimulate the scale of municipal house-
building which the centre wished to see achieved."® The problem with this thesis is
that it has, to some extent, been overtaken by events. His analysis of the 1970s
does not fit so well with the 1980s, when, contrary to his suggestion, rebates
became a problem for spending despite lower spending on general subsidies. In
addition, because Merrett is only interested in council housing, the relevance of
this to explain the development of rent allowances in the private sector is only
tangential. The strength of Merrett’s approach is to place policy changes on rents
and rebates within a political economy of housing, recognising the political arena
of expenditure control, tenure sponsorship and the political relationship between
central and local government. Merrett’s focus is on a theoretically ambitious link
between housing, the state and macro-socio-economic forces. In this level of
discussion the less ambitious questions are left unanswered: if rebates were a
mechanism for altering spending, what role did they play in the development of

spending and the history of central-local relationships in housing policy?

Balchin links the history of policy with the rise and decline of tenures and the
spatial and economic consequences. Within this focus the issue of rents incomes
and affordability remains largely at the theoretical level without any concrete
analysis of household experiences of rent paying ability.” However, insights are
given on wider issues of policy development. The housing benefit reforms of
1982/3 are assessed: "the main criticism of the system is that up to two million
households, already poor, have become poorer,.... Rebates have been withdrawn more
quickly than net incomes have risen - accentuating the poverty trap and increasing the
nl0

proportion of income that needy tenants have to spend on housing."” This is an

7 Stephen Merrett, State Housing in Britain, Routledge Kegan & Paul, London, 1979.

% Ibid, p 174

Paul N. Balchin, Housing Policy An Introduction, Croom Helm, Beckenham, 1985,

bid p171
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essential insight into the effects of housing policy and requires further
examination. How much poorer were tenants, and how much was rent rather
than rates the problem? More generally: how does this change fit in with the
development of housing policy and the changing distribution of incomes and

tenures?

Malpass and Murie concentrate on policy and practice in housing, and bring
together a historical overview of policy development with a political analysis of
its development''. They bring together explanations from public expenditure,
central-local, and housing finance contexts to explain developments in housing
policy. Rent rebates in public housing are seen as part of: "a gradual and
accelerating shift away from historic cost pricing towards current value pricing, and away
from general subsidy towards income related subsidy.'> The strength of their
approach is that it looks at broad policy issues, defined by way of post war points
of principle, and places them in a changing historical political framework. The
focus on the local authority sector provides the majority of material for Malpass
and Murie’s analysis and this allows for a strong representation of political
explanations of policy making. On the other hand, no comparison can be made
to developments in the private sector, especially to an assessment of rents and
incomes. Even within the public sector, the development of means tested
subsidies is sketched in, in the main described as a centrally inspired, anti-local

housing development.

The contribution of Malpass and Murie to understanding the development of a
subsidy system based increasingly on means tested subsidies for occupation is
twofold. First, they place development of subsidies in a political context which
recognises the complex interplay of institutional conflicts between central and

local government, and recognise the variety of political and financial incentives

1 Malpass and Murie, Housing Policy and Practice, Second Edition, Peter Malpass and Alan Murie,
Macmillan, Basingstoke, 1987.

12 Ibid, p184.
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at the local level. Although they place the development as between local authority
supported general subsidies and centrally inspired means tested rebates in
general, they appreciate the differences in opinion towards housing finance at the
local level and categorise authorities according to their housing stock and rent
policies.  This analysis enables them to divide authorities according to the
following factors: subsidy receipt or non-receipt, rent levels, and financial
contributions to and from general rate funds. In this way local authorities are
portrayed as discrete rational organisations who are able to optimise their
financial position differently. Their subtlety is in contrast the Merrett’s trenchant
anti-central thesis. But, the weaknesses of this approach are twofold: it fails to
allow for the organisational effects at the level within authorities, particularly
important when it comes to analyze the performance of rebates and housing
benefits, (see Loveland, discussed below); and it sticks to solidly to the academic
boundary of what represents ‘housing policy’ and hence fails to deal with social
security policy and practice and its shared concerns about affordability. On the
other hand, their approach allows the ambiguity of policy effects to be
appreciated. Some local authorities had both a political and economic motive to
support the central changes: they could use subsidies for their own ends.

Their second contribution is to view the development of subsidies to the strategic
sponsorship of tenure which has ‘residualised” the local authority sector. In this
view, several strands of policy are drawn together, albeit in a Manichean way, to
support a larger political agenda. They extend Holmans’ link between
expenditure, subsidy and tenure sponsorship to argue that subsidies and rent
policies have been part of a larger aim of encouraging owner occupation. This,
they argue, has led to higher rent pricing and the option to purchase public stock.
High rents are inducements to exercise the right to buy encourage opting out of
publicly owned stock as well as making owner occupation more attractive in

general.

Both insights provide new elements with which to alter the questions about the
development of rent policy and affordability. What have been the intended and

unintended consequences of different types of subsidies, and the nature of these

13



consequences as part of larger questions of overt and covert tenure sponsorship?
However, these questions call for a more systematic analysis over a longer term
and a comparison of policy between tenures, and the changing household
structure and incomes which both resulted from and, perhaps, reinforced such
policies. In such comparisons the term ‘residualisation’ can be pinned down to

more exact definition, (see the discussion on p.31 below).

The theme of a decline in status of the rented sectors, and in particular, council
housing, is a part of most historical accounts. The decline of the private rented
sector throughout the post-war period, despite several policy attempts at
resuscitation, and the recent decline in the local authority sector and
accompanying rise of housing associations. = Short discusses the evidence
provided from the 1977 Housing Policy Review on incomes, subsidies and family
types, but this data is mainly concerned with a straight comparison of owner
occupiers and council tenants in one year, 1976." Profiles of tenant households
are given, but no time series with which to make historical comparisons. Even
so, the development of post-war public housing policy is described in three
phases: Early encouragement (1945-54); Beginnings of a residual role (1954-70); and
A Second Class Tenure Type (1970 onwards) which supports the thesis of
residualisation. But no discussion of a declining private rented sector is made on
similar terms. Why? The scope of Short’s book, primarily designed as an
academic teaching text, is not one which makes it fair to criticise it on the grounds
of lack of rigour in any one area of analysis, since it does adequately provide an
overview of many aspects of housing and planning policies and concentrates on

public sector renting.

The explanation of tenure preference and sponsorship has relied mainly on
political and economic factors, but Cooper has also placed the changing system

of housing finance, including rebates and social security, into a discussion of

13 J.R. Short, Housing in Britain- The Post-War Experience, Methuen, London, 1982.
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private property rights'®. The legal status to land rights and legal philosophy
behind tenure change and tenure sponsorship are examined parallel to
developments in policies and housing finance, including the role of means tested
subsidies. The tenure specific nature of the discussion, dealing only with the
public sector, means that, when included in a discussion based on a thesis of
property rights, her explanation is unable to include matters which fall outside of
the housing field and is limited in any discussion of institutional factors. In this
way, the introduction of more means tested help with rent supports a proposition
of declining property status in public renting. But, how is this status linked to
economic status of tenants and how does this economic status compare with that
of alternative tenures; is public renting of less status than private renting or is it
renting per se which has less status than owner occupation? The context of
status leads to a comparison which cannot be limited to ones between tenures
without sectoral analysis and without some reference to a position of equality of

status.

A positive contribution by Cooper is her discussion of housing benefits as an
outcome of a political failure to promote equity. Such a failure is on two counts:
both housing and social security, due to the ‘failed” reviews of supplementary
benefits and, more importantly, housing finance in the late 1970s. Through such
an analysis she brings the argument of equity of status into the field of economic
reform advocated through the proposed adoption of a equal status universal
housing allowance, advocated by Nevitt and others': "Labout’s rejection of the
claim for equity and their uncertainty about the form of residential property for a
socialist society accounts for their failure to respond to the case made for a universal

housing allowance"®

14Stephanie Cooper, Public Housing and Private Property 1970-1984, Gower, Aldershot 1985

BAA. Nevitt, A national housing allowance scheme, in P. Townsend (ed), Social Services for All?,
Fabian Society, London, 1968.

16Coopet, op-cit, p50
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The analysis of policy outcomes linked to the thesis of property rights becomes
one of intended and unintended consequences, particularly for the early 1980s and
government expenditure on housing and social security. "In their (the
government’s) haste to raise rents and reduce public expenditure they failed to
appreciate the number of poor people in council housing and the economic justification
for maintaining low rents and limiting the number entitled to rebates. With a high
proportion of poor tenants direct assistance is more efficient than indirect aid because of
the administrative costs of assessing each individual’s entitlement. As further savings
could only be made by reducing individuals’ benefits, a policy known to be unpopular
both within the Party and the electorate, there was the supreme irony that the
government recreated the very problem the 1980 Housing Act was designed to eradicate:

a rising bill not easily susceptible to government control."”

But how far can the notion of property rights be used to understand the electoral
and institutional politics which accompany central and local relationships, despite
its intellectual attraction as a legal/philosophical explanation? For instance,
Cooper’s conclusion about the unintended outcomes of rent policies on social
security expenditure has to be qualified by the effects of other influences on
spending, particularly the increases in unemployment, and then contrasted with
later reforms which reviewed spending commitments to demand-led social
security spending and took steps to contain it, (see discussion of Hills and

Mullings below).

The most recent study of rent and subsidy policy, published after this research
had begun, has addressed many of the issues recognised above. Malpass
addresses the focus of his analysis on rent and subsidy history in public
housing'®. However, despite a focus on rent policy and the underlying political

intentions of policy, this study is limited to the public sector, and gives little detail

YIbid, p75.

Bp Malpass, Reshaping Housing Policy: Subsidies, Rents and Residualisation, Routledge, London,
1990
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of social security history and development. It is a strong text for advocating local
authority housing, although the absence of any detailed discussion of household
expenditure on rents, or any appraisal of alternative rented tenures, limit it’s

worth for the study of changing attitudes to rent and affordability.

Kemp’s summary of public renting is that it has changed in the Government’s
mind from being a solution to housing problems to being a problem in its own
right, and says that this view of rented housing is based on the performance of
the major historical task of housing policy: to build houses and to decide who
should build and for whom.”” The reappraisal of the post-war legacy of the
sponsorship of public renting and owner occupation and of the failed sponsorship
of the private landlord points to the heart of the historical narrative common to
all of the historical commentaries; that the main story was the physical stock of
dwellings, their design, their erection and their costs and the role of builders,
landlords and occupiers and government, both local and central. The
development of rent and subsidy policy has been of secondary importance to a
description of house-building in historical literature, and, where it has been given
prominence, it has not attempted to bring together the design of rent policies with

their experience by tenants.

Private Renting

Discussion of the role of the private rented sector have analyses it’s decline and
periodic promised reinvigoration. Much of it is specific to particular points in the
history of rent control and decontrol, for instance Donnison, Cockburn and
Corlett on the effects of 1957 decontrol, and Banting on 1965 Rent Control”
Longer term historical studies of private renting have addressed its relative and

absolute decline since the beginning of this century, and have sought to explain

¥p. Kemp, From Solution to Problem? Council Housing and the development of national housing
policy, in S. Lowe and D. Hughes, A New Century of Social Housing, Leicester University Press, Leicester,

1991.

Np, Donnison, C. Cockburn and T. Corlett, Housing Since The Rent Act, Codicote Press, Welwyn,
1961; K. Banting, Poverty, Politics and Policy: Britain in the 1960s, Macmaillan, London, 1979.
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this decline as the outcome of rent control and/or the introduction of alternative
subsidies to alternative tenures. For those who advocate pro-market solutions the
role of discriminatory subsidy systems, particularly those brought about by rent
control and general subsidies have prejudiced the private landlord’s ability to
invest in property to let, and have had detrimental effects on labour mobility.”
Others have sought to give greater weight to the relative economic advantages of
owner-occupation>  The role of private landlords as providers of housing at
affordable rents has been largely one of responding to demand for housing during
a period of growing relative economic disadvantage for their tenure. The polices
of rent control and decontrol influenced the levels of rents, but in themselves are
not policies which sought to make rent affordable per se. Rent control was
brought in to ensure that profiteering during war-time did not lead to exorbitant
rent levels. Decontrol was always subject to its foreseen effects on rents and the
ability of tenants to pay them with the attendant political and economic
consequences. The history of rent control and rent control is thus important to
any study of rent policies and rent support, but its importance is limited. Rent
control was a blunt instrument for achieving affordable levels of rents, and the
scope of rent control influenced rent polices across tenures through the proportion
of lettings and stock it involved and the consequent effect of prices at any time.
Studies of rent control, have shown its historical development and evaluated its
fairness and consistency and have compared the resultant rent costs and landlord
returns to other forms of tenure.? However, the rents under control or outside
of control have not been systematically compared to the incomes of private renters
in studies during the late 1960s and in the 1970s, and thus an appreciation of the

changing affordability of private rents, controlled and non-controlled is limited for

A p. Minford, M. Peel and P. Ashton, The Housing Morass, Regulation, Immobility and
Unemployment, LE.A., London, 1987; D. Stafford, The Economics of Housing Policy, Croom Helm, London,
1978; ]. Black & D. Stafford, Housing Policy and Finance, Routledge, London, 1988.

2 For a an over view of these approaches and a concise outline of the development of private renting
see P. Kemp, Private Renting: an Overview, in P. Kemp, (ed), The Private Provision of Rented Housing,
Gower, Aldershot, 1988

2 The most recent and comprehensive study is John Doling and Mary Davies, Public control of
Privately Rented Housing, Gower, Aldershot, 1984.
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these periods. This absence has been remedied by Maclennan et al in their study
of rents after 1988%, but their study emphasises the absence of historical
comparison. How different is the recent paying experience now as compared to
previous periods? The change away from local authority as landlords has not
only meant a greater reliance on housing associations but also other private
landlords. The position for this form of letting has been recently reviewed and
numerous studies have also shown the financial prospects for landlords and

potential tenants alike.?”

As voluntary organisations, Housing Associations have provided social housing
over a long periods.”* Their relative importance as providers of social housing
has grown since 1980s due to their favoured status with the Conservative
government. Recent debate on the effects of assured tenancies on the incomes of
H.A. tenants have shown that high levels of incomes have been taken by new
assured rents.” The debate, however, has formed part of the evaluation of the
1988 changes, and the role of housing associations in rent policy and affordability
of rent in the historical background to the debate is therefore of more importance.
In this longer term historical context, and often indistinguishable in the statistics,
the housing association movement has been incorporated within the private
sector, and if their role is to be taken into account in a long-term analysis it will
have to form part of the discussion of private rents, particularly as the restrictions
on rent and scope of rent control are appropriate to housing associations for the

majority of the post war period.

Up, Maclennan, K. Gibb and A. More, Paying for Britain’s Housing, Joseph Rowntree Foundation,
York, 1990.

2%]. Todd, Recent Private Lettings, in P. Kemp, (ed), The Private Provision of Rented Housing, op-cit;
M. Kleinman and M. whitehead, The Prospects for Private Renting in the 1980s and Capital Value Rents:
and evaluation, both in P. Kemp, (ed), ibid.

% For a discussion of the historical development of Housing Associations see R. Best, Housing
Associations: 1890-1990, in S. Lowe and D. Hughes, A New Century of Social Housing, Leicester University
Press, Leicester, 1991.

% NFHA studies of recent rent rises have given rise to the production of an index of rents and
incomes of housing association tenants. See NFHA Core Quarterly Bulletin, NFHA, first published 1989.
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But despite these gaps, the development of housing policy has been described in
ways which assist historical research into the framing and motives of policy
designed to make rent affordable. First, the larger story of tenure sponsorship
falls at the front of the historical agenda. Whether this is termed as a
residualisation or not, renting has declined and this must be a fundamental
element to understanding the commitment to affordability. Linked with this, is
the financial costs to the state of spending to make rent affordable and the
limitations on the expense and extent of state involvement through lowering levels
of renting. With these lessons from the history of housing policy how can the

parallel development of social security benefits, or of rebates be seen?

Housing Benefits

The status of housing benefits is uncertain: are they an instrument of housing or
social security policy? This is a reflection of current institutional organisation of
policy, and of the recent discussions of changes in the scheme. But as the change
from subsidising rented houses to subsidising tenants is so important to a
discussion of affordability, how can this strand of policy be incorporated into the

historical narrative?

The first problem is not often brought together in single studies. Hill”® explores
the history of insurance and assistance policies and includes the development of
housing benefits, but the developments are mainly described in relation to
political objectives, and the period of 1945 to 1979 is only allowed one chapter,
and hence the description of the development of social security lacks detail. Hill
links social security policy to housing policy and discusses the historical
development of means tested housing allowances together with changing rent
policies. The space given to this discussion does not allow for examination of the
roles of local authorities in this development other than as reacting to central
initiatives. Much of the latter discussion is taken up an examination of the rules

designed to combat up-marketing in market rents. No discussion of changes to

B M. Hill, Social Security Policy In Britain, Edward Elgar, Aldershot, 1990.

20



affordability as a result of these developments is attempted. Alcock,” places his
analysis of the development of social security around the themes of insurance
benefits and the role of means testing. This approach, which incorporates
structural issues of gender and institutional analysis of the roles of government
and the poverty lobby, leaves little room for any detailed discussion of rent and
housing benefits. Beveridge’s problem of rent is outlined, but the development
of housing benefits is placed as a phenomenon of the early 1970s in the main.
Lister, in an analysis of the 1980s concludes that a watershed in policy did in fact
occur in 1979/80, but in a similar manner to Hill, no comparisonS of demographic
trends and expenditure are made®. Deacon & Bradshaw attempt a long term
history of means tested benefits which brings together the assistance and housing
benefits history into a discussion of their problems as policy instruments.”!

Bradshaw and Huby, analyze the claimant profile of assistance claimants between
1961 and 1988 according to economic, demographic, financial and policy factors.*
Within their analysis, housing costs are seen to provide a high explanatory factor

for pensioners receiving assistance benefits.

The literature on social security tends to be issue specific, and there is no
separate historical analysis of the development and changing role of housing
benefits. The discussion of housing benefits has largely been around the
proposals to amalgamate social security and housing finance benefits in the late
1970s which led to the 1983 scheme, and the subsequent revision of this change

in policy.

Y p, Alcock, Poverty & State Support, Longman, London, 1989

%0 Ruth Lister, Social Security in the 1980s, Social Policy & Adminjstfation, Vol 25, No 2, pp91-107.

31 A. Deacon & ]. Bradshaw, Reserved for The Poor, Basil Blackwell /Martin Robertson, Oxford, 1983

%2 . Bradshaw and M. Huby, Trends in Dependence on Supplementary Benefit, in A. Dilnot and I
Walker (eds), The Economics of Social Security, Oxford University Press, Oxford, 1989.
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The proposals put forward for a unification of supplementary benefit rent
assistance and rent rebates by the DOE in 1981% followed a period of review of
social security assistance with housing costs by the Supplementary Benefits
Commission. A detailed study of this discussion, and the contemporary review
in the DOE of housing finance generally, will form part of the historical study
envisaged in the thesis. However the underlying analytical framework of the
commentators deserves comment at this stage. David Donnison, the chair of the
Supplementary Benefits Commission, saw the problem as threefold: of claimant
access- take-up and simplicity of service delivery; of administrative overlap -
duplicated functions and unclear responsibilities between the DHSS and local
authorities with consequences on costs and efficiency; and of equity- claimants
were often treated differently and were needlessly worse off*: "we needed a
scheme which would be easier to understand, which would achieve a better take-up of the
benefits people were intended to receive, which could be administered less laboriously and
inefficiently, and which treated people more fairly-giving them help according to their

needs, not according to their status with the social security system." %

Donnison concentrates on the problems of service output rather than policy
design, and from the viewpoint of means tested assistance paying the rent was
an administrative problem of long standing. However, it was also a problem of
benefit design which went back to Beveridge’s flawed proposals on rent and
insurance benefits, which had led to large scale supplementation of national
insurance benefits merely to meet rent. Rent had always paid an important and
growing part in the failure of universal national insurance benefits, but the move
to earnings relation of benefits would have decreased this problem. There

appears to be a contradiction in policy development between insurance, assistance

* Department of Environment, Assistance with Housing Costs, London, 1981

% p. Donnison, The Politics of Poverty, Martin Robertson, Oxford 1982, chapter 7; and A
Rationalization of Housing Benefits, Three Banks Review vol 131 pp 3-14, 1981.

**Donnison (1982) op.cit. p186

22



and rent support of long standing, but there is little discussion of the insurance
side of the problem during reform. Why?

Donnison’s agenda was based on the economic arguments of economic equity in
housing finance and a more limited administrative simplification. It was the
second aim that proved dominant. The resulting housing benefits legislation with
it disastrous introduction led to huge increases in expenditure as rents and
unemployment soared in the early 1980s, as outlined above. The wish to control
spending and harmonise means tested benefits along common lines of entitlement
led to their early redesign. The reform of housing benefits brought into effect by
the Social Security Act 1986 was a mixture of ardent government policy and
government acceptance of independent advice from the Rowe Committee.®
Evidence given to the review has been published by various organisations, but
obviously not all submissions are publicly available. The concern for
administrative simplicity and efficiency and the need for greater equity in
treatment are the main issues addressed.” Again the arguments for reform of
housing finance and subsidisation on equitable grounds dominated academic
discussion of reform , and these will be discussed below. The other major themes
addressed by evidence was administrative efficiency and practice. The reason for
this was the state of local and central administration of the scheme which had

been labelled by the Times as "the biggest administrative fiasco of all time"®

The practice of housing benefits, and the implementation of policy produced a
small body of literature on the disastrous effects.”® Other writers focused on the

administration of H.B. by local authorities and their consequent attitudes to

3 Housing Benefit Review - Report of the Review Team, Cmnd 9250, HMSO, London, 1985

% see P. Kemp & N. Raynsford (eds), Housing Benefit: The Evidence, Housing Centre Trust, London,
1984 for a collection of edited submissions.

%The Times, January 20, 1984, Anatomy of a Bureaucratic Bungle, N. Timmins & D. Walker,

¥ B. Clark, Nobody’s Benefit: a survey of the Housing Benefit Scheme, Child Poverty Action Group,
London, 1984; Greater London Citizens Advice Bureaux Service, Housing Benefit: A Case of Irretrievable
Breakdown? GLCABS, London, 1984; National Association of Citizens Advice Bureau, Housing Benefit:
The Cost to the Claimant, NACAB, London, 1984; and Peter Kemp, The Cost of Chaos- A survey of the
Housing Benefit Scheme, SHAC, London, 1984.
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reform*®  While most of these studies have been uncritical of local
administration, Loveland examined failings in the adjudication of claims which
had organisational causes.* Loveland introduces an element of realism into the
central-local debate on the housing benefit debacle. The fault for poor
administration was shared, while the responsibility for poor policy design rested
with central government.

How far has the social security literature assisted in understanding the
development of rent policy and means tested subsidies? = Perhaps, the most
obvious contribution is the ambiguity that exists in the role of housing benefits.
This ambiguity is both in their role and their relationship to other subsidies. "It
would be a mistake to see Housing Benefit simply as part of the social security system,
in isolation from the rest of housing finance. Equally, changing overall rental policy
without regard to the Housing Benefit system can lead to conflicts between different policy

aims, as has been evident over the past few years."*>

But the move from general housing subsidies to means tested benefit, while
accelerating during recent years, can be seen as longer term. There are historical
precedents for comparison - the decontrol of 1957, surely that move to market
rents would have also led to greater levels of means tested rent assistance from
social security. If so, then how have the motives and concerns about expenditure
remained the same or altered? Any argument around the fundamental shift to

means testing in recent years can be reassessed through such comparison.

O Hill, Implementation Of Housing Benefit, SAUS, Bristol, 1984; Robert Walker, Housing Benefit,
The Experience of Implementation, Housing Centre Trust, London, 1985; R. Walker & J. Williams, Housing
Benefit: some determinants of administrative performance, Policy and Politics, Vol 14, No 3 pp. 309-334,
1986; Robert Walker, Aspects of Administration, in Peter Kemp, (ed), The Future of Housing Benefits,
p39-81, Centre for Housing Research, Glasgow, 1986; and R. Walker and A. Hedges, Housing Benefit,
Proposals for Reform, Housing Centre Trust, London, 1986.

Nan Loveland, Politics, Organisation and Environment- Influences on the Exercise of Administrative
Discretion within the Housing Benefit Scheme, Journal of Social Welfare Law, June 1986, pp.216-236.

42]. Hills, Housing Subsidies, Taxation and Benefits: An Overview, in Hills ], Berthoud R, and Kemp
P, The Future of Housing Allowances, Policy Studies Institute, London, 1989.
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Rents, Subsidies and Equity - The Economics of Housing Finance

How can economic evaluation help to understand the government commitment
to keeping rent ‘affordable’, and to assess its performance? First, economic
studies of housing policy tend to address sponsorship of tenure from two counter-
factual viewpoints, a) the position without intervention, and b) an ideal, rational
allocation of subsidies. These do not fit in well with the issue of political
motivation in tenure sponsorship alluded to in the housing policy literature. If
Malpass and others are correct, and the sponsorship of owner occupation and the
residualisation of renting may be manifested in an economic maldistribution of
subsidies, and the evaluation of the costs and disadvantages of these on economic
grounds must also address this fact.

The justification of state involvement in housing differs according to the intended
outcomes and the principles used. There are some who argue that any
interference with market processes is bound to produce wider problems - such as
shortages, immobility and warped pricing®  For such writers, emphasis must
be on targeted income help on those who are too poor to pay the rent, rather than
any interference with supply, demand or price. Housing benefits therefore are a
mechanism which more closely accords with economic arguments for minimal
state intervention. Hills, in concise and comprehensive review of economic
arguments for subsidisation, places housing benefits together with general
subsidies to low-income housing and other poverty related measures.*
However, as Berthoud points out, the advantages of using housing benefits,
particularly those to do with targeting, become less clear if the tenure divide of
households means that renters are becoming increasingly poor.*® "In recent
decades the focus on poor people has become so strong as to provoke worries about the

“ghettoisation’ of welfare cases. In practice, therefore, bricks and mortar subsidies have

% See Minford, M. Peel and P. Ashton; D. Stafford; J. Black & D. Stafford, all op-cit; and D.C.
Coleman, The New Housing Policy - A Critique, Housing Studies, vol 4, No 1, pp 44-57, 1989. London,

1988.

44 Hills, Unravelling Housing Finance, op-cit, pp.12-14.

R. Berthoud, Issues for Housing Support, in ]J. Hills, R. Berthoud, and P. Kemp, The Future of
Housing Allowances, Policy Studies Institute, London, 1989.
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been increasingly well targeted on people in need. It is ironic that these subsidies have
been getting more ‘efficient’ in this sense just as concern about their ‘inefficiency” has led

to heavy cuts in expenditure."*

The problem in the economic literature is that the arguments over the principles
underlying subsidies have not been brought together with any analysis of the
changing demographic and economic position of tenants. Has this been remedied
through studies of the outcomes of subsidies? Lansley suggests that: "Despite
policies of rent control, public housing subsidies, the provision of security of tenure and
rebate and allowances, high rents may well remain a cause of poverty and low disposable

7" The most recent analysis of the outcomes of

incomes for many families.*
changing trends in housing expenditure by Hills and Mullings takes the policy
aim of affordable housing costs at face value and subjects it to scrutiny over the
period of 1974 to 1988*. However, in a chapter which concerns all housing
policy, and which is separated from another on Social Security by Barr and
Coulter,” their analysis is necessarily focused widely. In their analysis of the
costs of housing, and in particular, the costs of rent to tenants, they employ a
comparison of gross rents to average earnings, without a comparison of tenant
incomes in relation to average earnings. Their analysis of assistance with housing
benefits is modeled only on single people as household types, to provide one
manifestation of declining value of assistance. The actual rent paid by tenants, ie
that payable after housing benefit is not discussed further, instead net housing
costs, ie. gross rent and rates minus rebates and allowances for tenants, are
compared between tenures. No analysis of what is paid in rent alone and its

relationship to tenant incomes is made. The conclusion from these comparisons

is that housing has become less affordable since 1979, but the actual effect of rents,

*Ibid p.39

47 Stewart Lansley, Housing and Public Policy, Croom Helm, London, 1979; p86

8 J. Hills and B. Mullings, Housing: A Decent Home for All at a Price Within Their Means?, in J. Hills,
(ed), The State of Welfare, Clarendon Press, Oxford, 1990.

¥ N. Barr and F. Coulter, Social Security: Solution or Problem?, in J. Hills, (ed), ibid.
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benefits and incomes are not known in specific detail. Tenants, like most others
are included in the conclusion that:"Whatever the benich mark, the price of housing is

clearly less within people’s means than it was before."®

However, Hills et al provide a model for analysis which can be used to examine
the historical commitment to affordability: the juxtaposition of policy development
with policy outcomes. Outcomes at the aggregate level on public spending are
a further essential element in policy development. The realisation that public
expenditure cuts in general housing subsidies during the early 1980s had led to
increased demand-led social security expenditure on housing benefits has been
made in several commentaries on welfare state spending in Britain by Robinson,
Atkinson et al, and the SSAC” and this has to be done over a longer period,
and made specific to types of rent policies which have accompanied them, to
allow a longer term discussion.

How can this analysis of policy and outcomes be justified on economic grounds?
The reform of housing finance has been a fertile ground for economic prescription.
Economic rationality, and especially the concept of tenure neutrality and vertical
and horizontal equity are important bench-marks against which to measure
welfare outputs.  The role of consumption and capital subsidies to owner
occupation through fiscal sponsorship and the relative values of this form of
welfare compared to state spending on general subsidies, housing benefits and
rent regulation have dominated discussion. From these concerns a growing body
of literature which has sought to propose alterations to housing finance on
principles of economic rationality has arisen. These arguments which began to
take place within social policy in the 1960s, for example with Nevitt®?, grew

around the discussion of relative values of tenure sponsorship, and have sought

> Hills and Mullings, op-cit, p 201.

51Ray Robinson, Restructuring the Welfare State, Journal of Social Policy Vol. 15 Part 1, pp 1-21,1986;
A. Atkinson, J.Hills & J. Le Grand, The Welfare State, in R. Dornbusch and R. Layard, p231-234 in The
Performance of The British Economy, Clarendon Press, Oxford 1987; and The Social Security Advisory
Committee, Sixth Report, HMSO 1988, p25-28.

52 AA. Nevitt, Housing, Taxation & Subsidies, Nelson, London, 1966.
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to redress some of the distributional effects of fiscal and social policies for housing
subsidies. Discussion of these proposals for reform of housing finance policy has
been significantly advanced by Hills’ comprehensive review of recent
proposals.® All proposals for reform usually incorporated housing allowances
as an important element, but the relevance of these proposals to the history of
rents and the commitment to make them affordable is limited. Indeed, from
Donnison’s evidence, and from evidence which advocated such reforms during
the 1984 reviews of housing benefits, equitable recasting of subsidies has taken
something less than a back seat in the development of recent policies on keeping
rent affordable.™

But what of reform of housing benefits and rent policy on their own? The
literature on design and theoretical performance of housing benefits has been
brought together by Hills and reviewed comprehensively”. This discussion
amplifies and overtakes his previous proposals for reform.* While Berthoud &
Ermisch gave the most thorough proposals for reform of benefits within housing
policy put forward to the 1984 reviews.” Perhaps the most useful comparison
is not with theoretically improved models, but with actual schemes operating in
other countries.

There is a growing interest in policies of other OECD counties on rent polices and
changing levels of affordability. Hills, Hubert, Toman and Whitehead have
compared British and German housing subsidies, and Kemp has discussed
potential changes to the British scheme with regard to German, Dutch and French
schemes. Details of the Dutch and American housing allowance schemes, and of

European schemes have also formed the basis for comparison for Priemus and

53 J. Hills, Unravelling Housing Finance, op-cit, Chapter 16.

%% See Donnison, The Politics of Poverty, op-cit and Kemp and Raynsford, op-cit

** I Hills, Unravelling Housing Finance, Clarendon Press, Oxford, 1991, Chapter 10.

*R. Hemming & ]. Hills, The Reform of Housing Benefits, Fiscal Studies, March 1983, pp48-65.

Richard Berthoud and John Ermisch, Housing and Low Incomes: Steps Towards A Long Term
Solution, in Reshaping Benefits: the Political Arithmetic, Policy Studies Institute, London, 1985.
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Ermisch, respectively®. Harold Wolman has described the American experience
of large scale social policy experiments with cash housing allowances and gives
conclusions in the light of the Inquiry into British Housing’s suggestion of capital

value rents and means tested housing allowances.”

The difficulty faced in such literature is that it has to bring together aspects of
social security and housing policy in a comparison of actual and projected effects
of policies. These institutional differences within and between countries means
that comparative analysis can provide much evidence of design problems, but too
often there is insufficient contextual material to understand the differences in
political, demographic and institutional aspects. The different profiles and roles
of housing subsidies between countries are linked to some extent to different
emphasis in social security on insurance and other matters of provision, and to

wider aspects of housing policy.

Political Dimensions of Housing Finance: Rents & Affordabilty

From the discussion of historical and economic literature it has been shown that
two themes reoccur throughout: the relationship between the government and
providers, especially the central-local government relationship; and the
institutional politics of decision making and the distribution of subsidies. How

have these relationships been assessed in rent and housing issues?

Specialised literature on central-local relations and housing has never focused on
rent policy, other than to give historical case histories of periods or instances of

conflict; for instance the policies of Leeds council during the 1930s and of the

58]. Hills, J. Hubert, F. Tomann and C. Whitehead, Shifting Subsidy from Bricks and Mortar to People:
Experiences in Britain and West Germany, Welfare State Discussion Paper 41, Suntory Toyota International
Centre for Economics and Related Disciplines; London School of Economics, London, 1989; P. Kemp,
Alternatives to Housing Benefit, in J. Hills, R. Berthoud and P. Kemp, The Future of Housing Allowances,
Policy Studies Institute, London, 1989; H. Priemus, Housing Allowances in the Netherlands; and J. Ermisch,
Housing Allowances in the United States, both in P. Kemp, (ed), The Future of Housing Allowances,
Studies in Housing 1, Centre For Housing Research, Glasgow, 1986.

¥H. Wolman, Help with Housing Costs- Lessons from the US Housing Allowance Experiments, PSI,
London, 1987.
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infamous Clay Cross conflict in 1972®. The two major studies have applied
central-local models of political analysis to housing issues. Houlihan, uses case
studies of local authorities to study council house sales, housing investment
programme and housing association policy®’. If central-local relations in housing
policy is an essential element in the development of policy, then its role in rent
setting and subsidies since the war is a necessary part of the changing policies of
rent and social security. Dunleavy, in analyzing the relationship between central
and local government, subsidies and private building contractors has provided a
wealth of insights into the behaviour of institutions involved in high-rise
building®, but its relevance to rent policy is tangential. Dunleavy’s modelling
of the political process of housing is of more use as an example of the interaction
between institutional actors and the feedback of policy effects on the process.
However, any study of rent policy which tried to emulate would have a far wider
story to tell both within the public sector, where all stock, not just high-rise would
be included, and in the relationship between the private rented sector and rent
policy.

But the importance of a political dimension to the development of rent policy is
not diminished, the policy process itself proves an essential element to as is
shown in specific studies of policy development: for instance, Kemp’s study of
government intervention in pre-war housing markets®, and Chenier’s analysis

of Labour’s building programme of 1945 -1951.%

But any political narrative in the policy process must also refer to the changing

economic demography of tenure. If politics influences policy and policy then

%D. Skinner and J. Langdon, The Story of Clay Cross, Spokesman Books, Nottingham, 1984.

61 Barry Houlihan, Housing Policy and Central-Local Relations, Avebury, Aldershot, 1988.

62p, Dunleavy, The politics of Mass Housing In Britain, 1945-1975, Clarendon Press, Oxford, 1981

8 p. Kemp, The Transformation of The Urban Housing Market in Britain, 1885 to 1939, D.Phil Thesis,
unpublished, University of Sussex, 1984.

6‘4].A. Chenier, The Development and Implementation of Post-war Housing Policy under the Labour
Government, unpublished Oxford University D.Phil, 1984.
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influences the political appreciation of the problem then the previous comments
on the sponsorship of tenure, of the alleged residualisation of tenures, must take
account of the changing electoral pressures from a changing political sociology of
tenure. Such discussion has discussed the changing relative positions of renters
and owner-occupiers, and in particular between council tenants and owner-
occupiers. Recent commentary has grown around the debate over whether
increasing differences between the economic and social status between tenures has

represented a process of residualisation or polarization.®®

A summary of this
evidence points to council tenants having a growing proportion of unskilled and
semi-skilled workers and a relative decline in incomes; a declining number of
earners in their households combined with higher rates of unemployment and an
increasing prevalence of supplementary benefits claimants; higher proportions of
elderly and single parent households; and higher proportions of ethnic origins
outside of the UK when compared to all households and owner occupiers.
Willmott and Murie also point to an increasing polarisation within council stock
with high localised levels of deprivation occurring on some council estates.*

This change in the economic and social status of council tenants is of fundamental
importance to any discussion of changing affordability of rent, and an
acknowledgement of such changes in both private and public rented sectors

should accompany any statistical evidence of rents and incomes.

The discussions of the history of housing policy, the economic debate around
subsidies and equity, the policy process and the political sociology of tenure can

explain much of the context of policy development. But the one fundamental

6 Major contributions to this debate have been: John English, The Future of Council Housing, Croom
Helm, London, 1982; David Clapham and Duncan Maclennan, Residualisation of Public Housing: A Non-
Issue, Housing Review, January 1983 pp 9-10; Ray Robinson and Tony O’Sullivan, Housing Tenure
Polarisation: Some Empirical Evidence, Housing Review, July, 1983, pp 116-117; Chris Hamnett, Housing
the Two Nations, Urban Studies, 1984, Volume 21, pp 389-405; Graham Bentham, Socio-Tenurial
Polarization in the United Kingdom: The Income Evidence, Urban Studies 1986 Vol cc No 2 pp157-162;
Alan Holmans, Housing Tenure in England & Wales: The Present Situation and Recent Trends, Social
Trends 1979, p10-19, HMSO; Ray Robinson, Tony O’Sullivan and Julian Le Grand, Inequality and Housing,
Urban Studies, 1985 vol 22 249-256.

% p, Willmott and A. Murie, Polarisation and Social Housing, Policy Studies Institute, London, 1988.
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change which dominates any comparison between subsidies in 1945 and those in
1986 is the change from building related subsidies to those paid to the tenant.

So far, the development of these subsidies has been described as a minor story in
the history of the development of the housing stock. How far is a separate

history available and what are its links to the issues raised previously?

Social Policy, Rents & Affordability

The beginning of this chapter outlined the current dilemma facing affordable
rents; in short: higher rents - lower benefits. It was suggested that research
should focus around the questions relating to past experience and past models of
affordability - the antecedents of the contemporary dilemma. From a discussion
of the existing literature various problems have arisen: first, discussions of policy
have been dominated by the building of homes not their occupation; second, any
discussion of rent policy and the experience of rents has been tenure specific;
third, discussion of rents and subsidies has been largely subsumed in cross
tenurial comparisons of the distribution and equity of such subsidies; fourth, this
economic focus has placed rent and rent policy largely outside any discussion of
institutional and political influences in the policy process; and last, there is no
hard data in a time series to enable comparisons over time of what rent tenants

have paid with whatever sorts of subsidy assistance. Only snapshots exist.

The three different approaches described above address three differing aspects of
the development of policies. The development of policy programmes in housing
and social security; the appraisal of their economic performance; and the changes
in institutional relationships between government, providers and tenants. But
each area approach assumes to some extent the other. The shift from universal
subsidies to means tested rent assistance has reflected and reinforced shifts in
policy, costs, and relationships between policy actors. The major problem with
the literature is one of disjunction. The issue of rent policy and affordability is

both riven and incomplete. A better understanding would be possible by
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analyzing overlaps between these fields in a historical way. This thesis will

proceed by doing so.

There are two fundamental research areas to be addressed. First, How has policy
changed and Why? These are best answered by a fresh analysis of the history of
rent and social security policy in which affordability and rents is at the core. The
originality of this approach will be both in the synthesis across social security and
housing fields and also in dealing with both rented sectors. In addition, the
important social and political factors - central-local relationships, political
objectives of tenure sponsorship and expenditure control will be central themes
to the study. The basis of this history will be documentary research using a
variety of sources. This first, fundamental question will be the core of Part I of
the thesis, which proceeds as follows. Chapter 2 outlines the source

es, methodology and pre-war context for historical study. Chapter 3 discusses
policy development from World War Two until 1964; Chapter 4 continues the
history during the boom years of welfare between 1964 and 1976; and, lastly,
Chapter 5 examines the developments during the welfare retrenchment of 1976
to 1986.

The second fundamental research area is on the outcomes policy making, and
revolves around the question, How much have these changes cost, and to
whom? These form Part II of the thesis which relies on original reinterpretation
of existing data, both published statistics and raw machine readable data.
Chapter 6 introduces these sources and outlines definitions and methodology.
Chapter 7 examines the changing complexion of the rented households and
compares average rents and incomes and assistance with rent over the post-war
period. Chapter 8 then examines rented households and their payment of rent
and receipt of subsidies. Chapter 9 discusses the changes in government spending
on rent support over time and examines its distribution between providers,

programmes and consumers.
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Both these fundamental questions presuppose that there is a new story to tell of
rent policy and the experience of rents; and that this story has a cogency of its
own. The problem central to a study of rent and rent policy is that rent is in itself
a secondary outcome from a combination of building costs, capital finance and
investment profits, management and maintenance costs, scarcity, and other
economic variables which are then altered by the influence of direct rent policy.
To tell the whole story of rent policy would require the story of all costs and
variants, of exogenous and endogenous factors; but these elements have already
been adequately covered by Holmans, Merrett and others. Not only is the
economic history adequately told in the main, but the focus of the research will
take macro-economic influences on policy as contextual, and concentrate on the
more specific aims of rent and social security policy. The judgement of how
affordable a rent should be is a separate matter from the constituent factors
underlying the cost. The historical commitment to making rent affordable is thus
examined not the development of costs which led to levels of rent. But a
commitment in social policy to an affordable rent cannot ignore costs, in the same
way as costs influence the definition of needs, then what is affordable is

dependent on how much the cost of making it affordable will be.

The core of this thesis studies the generalised aim of ‘making rent affordable” and
examines the policy making which underlay it and the changing outcomes. Such
a generalised approach is firmly within the academic paradigm of social policy
which can stand above academic specialisation and examine problems of policy

across a range of disciplines.
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PART I

THE DEVELOPMENT OF POLICY

"A nation’s politics creates social policies; they in turn
remake its politics, transforming possibilities for the

future".

* Margaret Weir, Ann Shola Orloff and Theda Skocpol, Understanding American Social Politics,
in M.Weir A. Orloff & T. Skocpol, The Politics of Social Policy in the United States, Princetown Press,
New Jersey, 1988; p.5.




CHAPTER 2

THE HISTORY OF RENT POLICY:
METHOD, SOURCES & PRE-WAR CONTEXT
This chapter sets the context for the historical study of policy making. It is in
three sections: the first discusses the themes for historical discussion, the second
the methodology and sources employed, and the third describes the historical

development of relevant pre-war policies in social security and housing.

I
The Historical Agenda
How has policy changed and why? The question set for historical research in the
last chapter requires further discussion and elaboration. The three areas for
research, housing policy, social security policy, and institutional relationships

between policy actors each require hypotheses that the research will seek to test.

Priorities in Housing Policy

What role did rent policy play within wider questions of housing policy and how
did this role alter the relationship of housing policy to other broader aims of
political and economic policy? Making rent affordable may have existed as a
consistent aim of policy makers. But, if it has, how has this aim been prioritised
against other aims? Indeed, is it a strategic aim of housing policy which always
predominates, or is it a secondary aim, subservient to, or in contradiction with
other aims? In the previous chapter two issues were seen to dominate academic
debate. The first was that the government’s choice of housing providers was not
tenure neutral. The planned place of renting, and of private and public landlords,
was therefore crucial to the development of policies designed to keep rent
affordable. The second dominant theme was that the level and form of state
spending on housing marked an important indicator of the extent and manner of
the state’s commitment, and that this commitment was an indicator of the state’s
role in welfare in general. These two themes, of tenure choice and spending,

place the discussion of affordable rent policies in a context of broader questions
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of political economy and must be part of any discussion of its historical
development. Policy history can therefore not be a single strand of specialised
development but can be viewed as a relationship between three aims: tenure

sponsorship, spending, and making rent affordable.

The predicted relationship between these aims can be hypothesised according to
two ideal types or models: the first, where controlling spending and tenure choice
determine policy on affordability; and the second, where needs, ie the affordability
question, predominates. These two opposing models of policy priorities are

shown in Figure 2.1. It is not suggested that these ideal relationships match any

The Aims of Housing Policy
The Prioritisation of Affordable Renting

Two Views
Needs Subordinate Needs Dictate
Spending  Provider Affordable Rent
\ Choice /\
. Provider
Spendin
Affordable Rent p g Choice

Figure 2.1

historical period of policy making. They merely provide a focus for historical
discussion. The role of expenditure control and tenure preference will thus be

important themes for historical study.
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Rents and Social Security

Wrriters discussed in Chapter 1 provide ample evidence of the growing role for
social security within housing, particularly in the role of making rent affordable
to tenants. The growth of assistance benefits and their coverage of rent was seen
as partly a conflict between the aims of housing policy, higher rents, and the
outcomes of higher numbers of claimants and higher amounts of spending in
means tested social security. However, this view of the relationship between
social security and housing aims suggests that social security policy has been
largely a passive responder to the side effects of rent policies. But is such a view
of social policy book-keeping adequate to understand the links between selective
policies in both housing and social security? How far can the growth of means
tested help with rents be explained as an unintended outcome of housing policy
alone without also establishing that it is or is not an intended outcome of wider
social policy and hence both fields of policy development, housing and social
security?

In social security, growth of selective benefits over universal, (of assistance over
insurance), strategies, and the development of specific rent related benefits to meet
the changing needs of tenure divided populations for income maintenance must
be seen as a failure of the universal strategy. The coverage of contingencies solely
on the criteria of circumstantial need rather than applying tests of financial need
was an aim of social security policy in the immediate post-war period. Given that
the level of rent alters the relationship between such choices for tenant
populations, how far has the inclusion of rent within universal strategies been
successful? High rents without the indexation of universal benefits to higher
prices inevitably leads to greater demands for selective assistance and rent specific
benefits, rents could therefore be of central importance to the developing

relationship between selective and universal strategies in social security.

The choice between two ideal type alternatives for social security policy, the
universal and the selective, can be hypothesised as being determined, at least in
part, by the coverage of rent and the changing levels of rent. The overall costs

of options of coverage influence choices, and that, over time, as contributory
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records build a contractual right to benefit, and economic, tenure and
demographic profiles of claimants change, the options change in favour of limiting
spending through selective strategies. The effect of rents and rent increases on the
balance between insurance and assistance benefit coverage is suggested as
reinforcing the move towards greater selectivity in social security coverage. The
choice between universal and selective choices and the hypothetical effects of liigh

rents is illustrated in Figure 2.2.

Social Security Policy Choices

Costs, Needs and Rents

Universal Selective

low

universal rent high rent

other

W\ g

o =g

needs

high coverage other needs

Extent of Universal Benefits C ] Extent of Assistance

Figure 2.2.

The Institutional Actors

The development of housing and social security policy should not be taken from
the context of the division of the responsibility of providing welfare services. In
social security policy, provision of all but rent rebates and allowances, and later,
housing benefits, has been a centralised government provision since the Second
World War. In housing, British rented housing policy between 1945 and 1979 has

been dominated by a declining private and growing public sector. The providers
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of public rented housing, local authorities have also had no post-war involvement
with the provision of cash help to the poor. The relationship between government
and landlords is one which can be divided between regulation in the private and
subsidisation in the public spheres. If the central role of income maintenance is
seen as cutting across or over these relationships a network of complicated policy
interchanges can be hypothesised. The levels of private rent, determined by
regulation, and the levels of public rents, determined by general subsidies, in turn
affect social security coverage and spending. The relationships between landlords
and government, and between housing and social security, overlap and potentially
influence each other in a variety of ways. However, the large number of possible
permutations of subsidy, regulation, rent levels and payments could confound any
historical narrative. For historical study of institutional relationships it is
necessary to prioritise and simplify these permutations by choosing the most
important of these relationships in terms of spending and growth of stock: the
relationship between central government and local authorities over rents and
subsidies. This does not mean that relationships between private landlords and
government are ignored, they will not be, but that the main focus is on the

expanding and largest sector of rented housing, namely local authorities.

Local authorities are not just landlords. They are also elected independent
authorities who have revenue raising powers. As landlords in their own right
and as planning authorities and as providers and funders of welfare, local
authorities’ role has been crucial to the development of rented housing both as
agents for central policy and as sovereign housing policy makers. The
development of subsidies has been a history of changing relationships between
central and local government over rents, subsidies and costs. This has been a
history of both control over building and rent revenue and who should pay what
proportion of each. The focus of this study is on the rent and revenue issues
rather than the building of stock, although the change in purpose of subsidies
must be linked to both. For historical research it cannot be assumed that the
policy objectives of central and local government were shared all of the time.

Indeed they were often in a relationship of conflict.
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Merrett, Malpass and others, presume a simplistic model of local opposition to

Central-Local Policy Objectives

Central

Subsidies Tenant Exit

Rents Own/Occ

Transfer Costs & Political Consequences

. Tenant
~ Subsidies
Opposition

To High
t Rents

Rents

Local
Figure 2.3.
central control of subsidies for both building and occupation of rented stock. The
framework of central-local relationships has been studied by many political
scientists, but it is not the aim here to compare models of their relationship and
prove or disprove which best describes the process. It is, instead, to outline the
different and concurrent views of policy development held by these institutional
actors and to provide a better understanding of why policy changed as a result.
In this regard the difference in attitudes to sponsorship of tenure, and of rent
policies held between central and local government and between elements within
local government, and the changing attitudes towards the development of means
tested subsidies are of primary importance. The hypothesis is that conflict is
primarily determined by local support for extension of subsidies against a central
policy of their containment due to a over-arching central objective of tenure

sponsorship which favours owner occupation.
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The assumptive model for central local discussion, based on the theories of
Malpass and Merrett and others is shown diagrammatically in Figure 2.3. The
representation of conflict between central and local government portrayed is
ahistorical, and is not expected to accurately reflect policy development over the
whole period of study. For simplicity’s sake I have not tried to model the
overlapping issues of social security’s involvement in paying the rent. But this
question will be an essential one for historical research and the effects of
assistance payment for rent or housing benefits on rent strategies will be an
important influencing factor to be considered. The political and electoral influence
of tenure and the changing constituency of tenants and its impact on central and
local political outcomes is not a matter for direct study, although the political
history of the electoral role in tenure sponsorship in the development of housing
policy would be an important parallel piece of research to this thesis. It is left to

subsequent researchers in political science to pursue this matter.

The Overlapping History

The description of historical themes, models and hypotheses for each area of
study does not mean that there are three distinct histories: the development of
housing policy; a separate development of social security policy; and a still
separate institutional history of subsidy control and conflict. The aim of the thesis
is to show how they have overlapped and all contributed to the development of
our current understanding of rent policy and measures to ensure affordability.
These areas of overlap and conflict will not only provide a fuller, though partial
history of the policy commitment to making rent affordable, but will also enable
the later study of outcomes in Part II to pick out relevant areas for measurement
of costs and outcomes and the identification of important relationships which

underlie such measurement.

II
Sources and Methodology
The long period to be researched, 1945 to 1986, together with the breadth of

approach, mean that a variety of documentary sources have had to be used. The
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study of policy development was based on published and unpublished
government material from parliamentary documents and Public Record Office,
(PRO), archives, as well as secondary sources. The inclusion of a central-local
theme led to the use of archival material held by local authority associations.
These sources provide a patchwork historical coverage in which some periods are
covered by all three sources, and others by only two. The major influence on this
coverage is the 30 year rule which means that the latest PRO documents available
for scrutiny at the time of writing were for 1960. However, as explained below,
this does mean that some records which are for periods before this are also still
held under that rule. Figure 2.4. summarises the coverage of the post-war period
by different sources. Local Authority Association archives consulted were the
Rural District Councils Association, (RDCA); the Urban District Councils
Association, (UDCA), both of which ceased to exist in 1972 and became
incorporated into the Association of District Councils, (ADC), who now hold their
own and their predecessors’ archives; The Association of Metropolitan
Corporations, (AMC), which changed in 1972 to become the Association of
Metropolitan Authorities, (AMA), and who hold their predecessor’s archives.
Access was not obtained to the County Boroughs Association archives. In
addition the London County Council, (LCC), and Greater London Council, (GLC),
archives were consulted. The former were consulted at the Greater London
Records Office and the latter were, at the time of research still under control of
the London Residuary Body.

In addition to these sources of official government and local government
documents access was gained to private collections of papers held at the British
Library of Political and Economic Science, (BLPES), the Beveridge, Dalton and

Titmuss papers were consulted.
The Sources and Research Problems

The use of documents in historical research is an area in which methodology has

grownin recent times. A general overview of historical documentary methods and
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research problems can be found in Scott, and Platt/ Scott suggests four essential
questions for the study of documents: Authenticity, Credibility,
Representativeness, and Meaning/ However, whilst these general questions refer
to the overall necessity to approximate scientific method, the particular difficulties
facing the researcher differ depending on the types of documents consulted and
the subject and purpose of research. Some research problems were encountered

in the coverage and contents and consistency of the sources.

Paul Scott, op-cit; Jeniffer Platt, Evidence and Proof in Documentary Research, Sociological
Review, vol. 29 No 1 pp. 31-66, 1981

~John Scott, A Matter of Record, Polity Press, Oxford 1990
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Public Records

While there has been a large increase in historical studies based on PRO
documents following the introduction of the 30 year rule, McDonald suggests that
there has been no accompanying analysis of the effect of the 30 year rule on
historical study.* Questions of authenticity, credibility, representativeness and
meaning have been tackled by a number of commentators. Authenticity is a
marginal problem at the PRO. The major problem presented by the documents is
the status of the writer, or of the identity of written comments on files of
documents. The identity and status of the writer, together with the purpose of the
written record will depend on the type of file examined, its class, and the
organisation of the department involved. Most problems of identification arise
from annotated or handwritten material on files which can contain essential

insights to ministerial comment and senior civil servant attitudes.

Greater problems surround the problem of representativeness of PRO documents
as they are only a selection of government papers which can have differing
standards of accuracy, and do not in themselves purport to represent a complete
picture of policy making. Taking these problems in turn, the selection of
documents to be archived is described by Cox as originally resting on a test of its
continued relevance to the Department’s current work and then its re-examination
after 25 years to establish any permanent historical value.® This two stage process
of selection reduces government archives to 1 per cent of total paperwork, but
should ensure the permanence of most important papers. Selection rests on an
evaluation of general central importance to policy making rather than the
administration of ground level cases, although within the social security files are
held some samples of individual case files. However, this process does not mean
that all historically important documents over 30 years of age are available. Some

are held back for reasons of security or political sensitivity, some for reasons of

4 Andrew McDonald, Public Records and the Modern Historian, Twentieth Century History, Vol
1, no 3, 1990, pp 341-352.

% Nicholas Cox, Public Records, Anthony Seldon, Contemporary History: Practice and Method,
Basil Blackwell, Oxford, 1988.
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confidentiality, and others because they exist in a file in which later papers are
under 30 years old. The selection process presents an opportunity for problems
of representativeness and completeness, which can only be assessed through
comparisons of records with other sources, although the involvement of PRO
archivists in the departmental selection process after 25 years ensures some

consistency of treatment between departments.

The accuracy of the file material has been questioned by a number of
commentators, especially concerning Cabinet discussions. The accuracy of Cabinet
minutes, when compared to personal recollection by Crossman or others, suggests
that they do not record political arguments or other contentious material, but
instead present a sanitised version of meetings.® Apart for their accuracy, the
other limiting factor on the reliability of Cabinet minutes is their relative
unimportance to policy making when compared to departmental papers.
However, the records of departmental policy making are only those which exist
on paper, which are in themselves incomplete: no record of corridor discussions
or other unwritten negotiations are held if there is no minuted record. Heclo and
Wildavsky, point to a significant area of policy discussion in the Treasury as
occurring in this fashion’” The limitations on interpretation of public records
rests on the assumption that "state papers are not a full and neutral record'®. But the
limitations of public records in emphasising the process rather than the origin and
effects of policy assist the historical research envisaged in this thesis, but such an

emphasis must be carefully weighted to ensure that alternative sources are used.

The organisation of public records is an important factor in research, and for this

study two main areas of departmental records have been used: first the National

é For a discussion of Crossman’s criticisms of Cabinet minutes see A. Booth and S. Glynn, The
Public Records and Recent British Economic Historiography, The Economic History Review, Vol 32,
August 1979, pp 303 - 315.

7 H. Heclo and A. Wildavsky, The Private Government of Public Money: Community and Policy
inside British Politics, Macmillan, London, 1974.

8 A. Booth and S. Glynn, op-cit, p.308.
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Assistance Board files held in AST classes, and the Ministry of Housing and Local
Government, and Ministry of Health files held in HLG classes. In addition to these
Cabinet papers, from the Beveridge Report and from all Cabinet meetings from
1942 to 1960, have been used together with National insurance files, PIN class for
discussions which followed Beveridge and for developments in national insurance

subsequently, and, last, Treasury files, in particular those on social services.

Local Government Association Papers

Two different Associations were approached for access to papers, the Association
of Metropolitan Authorities, and the Association of District Councils. These
Associations represent local authorities in discussions and negotiations with
central government and have a considerable role in the development of housing
policy. Full access was given. The LCC and GLC archives were also consulted.
The London authorities and these two Associations represent the vast majority of
public housing authorities in England & Wales at present, and also keep records
of their predecessors, the Association of Metropolitan Councils, Urban District
Councils Association and Rural District Councils Association. The historical role
of County authorities in housing, which ceased in 1972, is not included in these

records.

The records kept by these organisations differ. The LCC and GLC records consist
of all committee papers and an archived selection of papers and files. In the
Associations, access was given to a very wide source of papers, many of which
were not archived, as well as committee papers and archived material. As the
most recent unarchived files, dealing with day to day correspondence and
discussion within the past six or more years, were not ensured of permanence, no
material has been used from them in this thesis as their contents may not be

independently verifiable.

The problems of these records are similar to those of the PRO: minutes of
committee discussions, (primarily the Housing Committee in all sources), share

the problems of Cabinet meetings, except that these committees consist of all
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political parties, and hence opposition members have an interest in ensuring that
dissent is included in the minutes. Papers prepared for consideration by housing
committees are prepared by salaried officers working for the associations, often
after discussions with local government officers or elected councillors from
constituent local authorities. These papers are, therefore, more parochial than
those of government departments; their culture is based firmly in local
government tradition. Other papers refer to central-local working parties of civil
servants and local government officers discussing policy developments and effects.
These characteristics do not make up for the fact that the Association records
describe policy at a later stage of formation than would be available from central
PRO records, and in this way they are an even less complete record of policy
making. They do however provide a consistent source of commentary on the
local-central conflicts over policy, even if this commentary is one sided in its

appreciation of the problem.

Private Papers

The collection of papers most used are the Beveridge papers deposited at the
BLPES. These were used for the study of the war-time development of social
security alongside the PRO documents. The Beveridge Papers are a large
collection which was deposited in several batches in the 1950s and early 1960s.
The index and classification of them was completed in 1972 and, under this
system, section viii includes all materials relating to Beveridge’s involvement with
official reports and includes the Social Insurance and Allied Services report of
1942. In these files are drafts of memoranda and correspondence alongside an
incomplete set of minutes, agendas and memoranda. In addition to this specific
section of the papers, other sections provide correspondence, copies of articles,
newspaper cuttings and written works.

The problems associated with the Beveridge Papers are firstly, their volume -
Beveridge kept almost everything and the planned editing of papers prior to

handover never occurred’; secondly, the organisation of the papers does not

®Conversation with Dr. Angela Raspin at BLPES.
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ensure that all contemporary material on the same subject is kept together; and
lastly, the duplication of material within Beveridge’s papers - especially where he
collected together materials for his autobiography - and between other sources

and the papers- particularly the PRO.

Consistency

There is no source of both central and local unpublished public records over the
whole period of study. Instead, as shown in Figure 2.4., a consistent coverage of
the period relies on an amalgamation of various sources, each of which, except for
published Parliamentary material, offers only partial historical coverage. This has
advantages and disadvantages. The disadvantages are that consistency of any
discussion cannot occur past 1960 and, instead, evidence is drawn from published
material and from material gained from local authority association archives.
Given the changing level of involvement in central decision making by local
authorities over time, this means that more recent material needs careful analysis.
For the local government archives the changes of boundaries and status lead to
changes political control and representativeness of the organisations above and
beyond the changes which result from local government elections and the
resulting changes in representatives who attend and take part in Association
meetings. But given the variety of sources used of such material, the problem of
partial records and partiality is diminished. The absence of unpublished material
from central government after 1960 means that interpretation of the underlying
reasons for policy, and other areas of policy making which are not part of public
knowledge is more difficult. It is impossible to maintain the same level of
analysis of central policy making throughout the period of study, and this is
especially so of the research questions based on expenditure control. The use of
LAA archive material in no way replicates the missing central detail from
unopened PRO material, it does, however, provide evidence of government
actions, and, more importantly, enables a direct source of evidence for one of the
major research questions: the divide of responsibilities between central and local

government.
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III
Housing and Social Security Policy:
The Pre-War Context
In this last part of this Chapter I give an overview of the development of housing
policies before 1939. Readers who want a fuller history and the details of Subsidy
programmes, stock movements, building, housing finance and household
formation are referred to Holmans, Kemp, Merrett, and Merrett and Gray.’ The
historical background to the detailed study of post-war history proceeds as
follows: first, the changes in stock and tenure between 1911 and 1939 and the
government interventions in housing policy are summarised; second, the question
of affordability of rent through three mechanisms during this period: rent control,
housing subsidies, and personal subsidies is examined; third, two matters which
were raised earlier in this chapter - the role of expenditure control in the
development of affordability and policy, and evidence of central local dispute over

rents and subsidies are pursued.

Subsidising Buildings

Housing Policy 1911 to 1939

Figure 2.5. shows the tenure of the total housing stock in 1911 and 1939. There
are two obvious points to be drawn. First, that local authority renting was a late
entry in the development of housing policy in this period. Second, that the growth
in volume of stock was almost entirely through provision by owner occupation
and public renting; private rented stock showed a slight decline in stock count,
but fell substantially from being 90% to 57% of the total stock. The structural
economic, political and social reasons for these changes, and in particular the

‘decline’ of the private landlord are not going to be discussed here, but are, in any

Holmans, 1987, op-cit; Kemp, 1984, op-cit; Merrett, 1979, op-cit; and S Merrett and F Gray,
Owner Occupation In Britain, Routledge and Kegan Paul, London, 1981.
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Figure 2.5.

case, subject to various interpretations.”” The inter-war period, however, saw the
foundation of state involvement in housing through subsidisation of owner
)

occupied and publicly rented building and through rent control and are thus a

period of transition to the modern housing market.

The elements of state involvement in policy and a timetable of the provisions are
given in Table 2.1. Like rose growers, the Ministers of Health who in<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>