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1. INTRODUCTION
Development of post-war housing policiss in western nations has been
described as having passed through three main phases in response to
hanging economic, social and political circumstances {see Marcuse,
1882, %&?@éﬁgy %?3; Roistacher, 1986). The first phase was the post
war recovery period where general housing shortages dominated housing
pw%ﬁ%iﬁéaﬁg the second phase was the attempt to improve the
aefficiency and equity of government asssistance towards housing and
the third phase has been described as a perioed of fiscal austerity.
“hat this third phase can be

M

Maclennan and 0'Sullivan (1987} argue
better characterised as one of expenditure switching where cuts in
controlied, visible expenditures {or on-budget items) have been
offset by increases in uncontrolled and poorly targetted, invisible

expenditures {or off-budget items).

it an international level, a growing recognition of the importance of
the tax expenditures which are the major source of jnvisible or off-
budget items has led to calls for their inclusion in national budgets
by international bodies or commititess (see, for example, McDanis} and
Surrey, 1985; QECD, 1984). Within housing, the tendency for tax
expenditures wh%c% benefit owner-occupliers to overtake direct
expenditures which are ‘better targetted and benefit tenants has been
observed in many countries, Table 1
to 1984/85 for a number of different countries. In this table,
efinitions of tax expenditures employed vary between countries and

summarizes changes from 1879/80

fJZL

alysts, reflecting some of the difficulties involved in estimating
these. Data @?@ﬁ@ﬁiﬁﬁ therefore, is indicative only and is simply

i

%
intended to show the robustness of the claim that tax sxpenditures

e

i,

have increased faster than direct expenditures regardless of country

¢

or odefinition,

Two major appreaches have been used to estimate housing related tax
expenditures: the first treats housing as an investment good (and
assumes that income should be taxed and interest deductible}: the
second treats housing as & consumption good {and assumes that no
income should be taxed nor interest deducted). Likewis g8, direct

axpenditures have been defined as either including or excluding



capital expenditures. No attempts have been made to adjust the

i&.@

information presented for these differences; in cases where both

definitions were used, the order of magnitude of the sxpendibure

evel was-significantly altered but there was no apparent systematic
effect on the conclusions reached about the respective rates of .
change. ’

n all countries included 4n this table, distributien of direct
expenditures has tended to be inc w§$§ﬁ§?y well targetted towards
ower income households as countri have switched from production to
consumption subsidies. Distribution of tax expenditures, on the other
hand, tends to be perverse, Tavouring high income households more
than Tow. Depending on the nature of the specific programs involved,
direct expenditures may benefit households in any tenure; tax
expenditures, however, are invariably ﬁ% ectad towards ownar

occupiers, Once income support payments such as housing allowances,

v

housing benefits etc. are removed from the direct expenditure

figures, the remaining direct and tax expenditures undertaken show a

disproportionate amount of support going to owner-cccupiers vis a vis
tenants. For further discussion of these points in an Australian
institutional environment, see Flood and Yates (1986}, For Canda, see
Fallis {

Lt
980}. For Nordic countries, see Ahrens (1986). For UK see
snd Welham {(1982). For

This paper examines the reforms which have been propossd to counter
ects of this grﬁwimg,%mb&éaﬁgg,%ﬁ the form of support provided
housing and develops a new proposal for %ﬁugéﬁg policy raform

23

‘{3.2

which overcomes the weaknesses of previously proposed solutions. It

uses recent debate and sxperience in the UK as well as the proposals

for reform emanating from this debate to provide a framework for this

Qﬁ@ﬁﬁ@ economic, social and political obstacles to change and is
used as a springboard for a proposal which moves be y nd policy reform

to a reform of the whole structure of housing provision.

Section 2 of the paper provides a background to the debate whi
taken place in the UK; sec

P - SN F oprde e PRV S}
seonomic sotubtons conventi




()

specific aspects of this critique and sections 5 and 6 ocutline the-
four essential components of the reform package proposed and the -

stages suggested for implementation of this package.

2. IMPACT OF POLICY AND APPROACHES TO REFORM IN THE UK

AE%&@&g% recent debate about housing policy in the UK has tended to

he focussed on privatisation in relation te council house sales, %h%
transfer of resources from the public
from this particular aspect of housing policy is re
insignificant compared with the much greater transfer of resources
which results from the Tavourable tax treatment of ownsr~occupiers
and which has been occurring over a much longer time span (see, for
example, CIPFA, 1982; Maclennan and 0'Sullivan, 1987: Silver, 1986},
ciencies in

“’“‘2

Recognition of the increasing ineguities and ineffi
housing policies which condone both massive capital subsidies to
tenants irrespective of their incomes and the rapid growth of
uncontrolled, poorly targetted tax expenditures favouring owner-
occupation at a time when direct expenditures, which have become
increasingly well targetted on Tower income renters, have been cut
has led both to predictions of a polarised society and fo various

proposals for reform.

Support for the argument that poiarisation by income characteristics
has been occurring can be found in Bentham {1988); Robinson and
0'Sultivan {1983} and Robinson et al [1985); by socio-sconomic group
in Hamnett {1984a) and by spatial apd/or employment status in Forrest
and Murie {(1986): Hamnett (1984b) and Thorns [198Z2). Predictions that
this polarisation might lead to residualisation of the public sector
can be found in Forrest and Murie {1%&%} and Silver (1988} and that
it can result in transmitted affluence or poverty can be found in

Murie and Forrest {1880} and Jenkins and Maynard {1983},

Most proposals for reform which have been suggested in an atltempt fo
redress this growing imbalance can be classified inte one of the two
broad categories depending on whether they are based on acceptance of
the validity of a market based economy or are concerned with removing
the provision of housing, which is seen as an essential commedity,
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