Pubhc Expendlture in Ireland on- Housmg m the Post—
war Penod L ISUERIN :

Sor. L DA

FINOLA KENNEDY

i e

Taus paper deals with expendlture by pubhc authorities, central and local,
on housing in the post-war period in Ireland. The first section outlines the main
policy phases-which were reflected in shifts in the pattern of public spending on
housing. ' The second and: third sections desctibe the trend and pattern of public
spending and analyse some of its effects on the ‘provision of housing: In the
fourth section the balance between public spending on local authority and private
enterprise housing is examined. The ﬁnal sectlon presents some concluswns based
on the precedlng analysis. e '

. 1. POLICY PHASES Lo
- The. penod since 1947 may be d1v1dcd into four pohcy phases whxch were
reﬂected in- shlfts in the ‘pattern of pubhc spendmg on housmg .

*

1947-I95I ; Ireland is Bulla’mg S v s
The penod 1947—1951 was a perxod of general consensus’ amorig - pohtlcal
‘parties and. interest ‘groups of top priority for housing. Despite considerable
progress’in housmg between 1932 and the outbréak of war, the poverty of the
housing conditions of the great majority of ‘people ¢an hardly be exdggerated.
Lack of amenities, insanitary conditions, crumibling dwellings in rural areas
combined with widé scale tenément living in the cities ‘comprised a‘grim situation:
In Dublin in 1938, out of 33,411 famlhes covered by a survey, 70 per cent occuplcd
one-room dwellmgs2 < L St

ro

. *I wish to thattk Prof. chhacl Fogarry for his great help w1th an eatller draft of this. paper; also
Prof. Patrick Lynch and Dr Kieran Kefnedy for criticisms and suggestions. I am ‘also'inde ted to 2
‘number of officers of the Departmients‘of Local Government and Fmance for their asswtance,
and to Miss Maria"Maher for her help with the'charts. ! .~ " Ve
¢ 1. An‘exciting pamphlet which catches the atmosphere of public commitment to the post—war
housing drive was published in 1949. It was called Ireland is Bmldmg and it included an invitation
to Irish workers abroad to return home and participate in thc rcbmldmg of Ireland for our
children’s children”.

2. Report of Inquiry into the  Housing of thc Workmg Classes qf the Ctty of Dublm, 1939-1943,
(Dublm Stationery Office, 1944) p- I9.
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A White Paper, “The Post-War Building Programme” published in February,
1945, by the' Department ‘6f Industry ‘and ‘Commetce, dealt with"the'spacing .of
building and construction projects of all kinds in the post-war years. Of bu1ldmg
works totalling over £73 million then in contemplation, house building repre-
sented about £ 41 million or 56 per cent.

The spectacular growth in public expendlturc on housmg between 1947 and
1951 was facilitated by an abundance of capital in the economy at large? The net
external assets of the banking system increased by [155-8 million between
December 31, 1938 and December 31, 1946.2 In addition, the Counterpart Funds
(Marshall Aid) were available and [f9 million had bcen accumulated in the
Hospitals’ Trust Fund during the war. The availability of capital was reflected
in low interest rates after the war. In 1951 the rapid spending of the remaining
Counterpart Funds by the incoming Fianna Fiil government, coupled, with’ the
severe balance of payments crisis, partly due to'the Korean War, and the depletion
of Hospitals’ Trust Fund money,:indicated' that capital was likely to become
scarce. Intérest rates began to rise and in 1953 jumped two percentage points,
partly in response to UK policy. In the face of such factors it would have been
financially impossible to maintain the housing programme at its 1947-1951 level,
without drawing heavily on the external reserves.

1952-1958 : Housing Decline. - N

A period of gradual slowdown in housing began in 1952, culminating in a
massive cutback in expenditure between 1956 and 1958. This change in policy
resulted both from a belief that housing needs were almost satisfied and from a
shortage of financial resources. In addition, the 1nﬂatlonary dangers of public
expenditure were feared. L

As.early as 1947, before the post-war, housmg programme ‘was properly
launclied, ‘the Central Bank was inveighing against inflationary dangers due to
the growth of state expenditure.t , The case made by the, Central Bank wa$
accepted by the pohcy—makers Housebulldmg continued to decline durmg 1954
which ' was a fairly good year for the economy when, as a result of a boom in” the
cattle .trade, the current, balance of payments deficit of ,{:5 s million was the
lowest since 1946.5 . :

The tide turned cntlcally for the economy in 1955 as a result of a number of
adverse factors, A marked rise in consumption led to, a sharp rise in imports. At
the same time exp6rt earnings fell by £ s million. It may bé noted that the decline
was entirely due to a fall of £6 million in salcs to the-stetling area. Exports to
other areas rose by £o 6 million. The surplus on cutrent account with the sterhng

area fell ﬁ'om ,{20 7 mllhon in 1954 to Lo million.in 1955. In retrospect it is
a Lot L b L { . .

. .
Pom . ¢

1 chort ofthe Ceutral Bank 1952, p. 6 WL

. 4. Report of the Central Bank, 1947. . \ : e

5. The Central Bank Report of that yeat exprcsscd thc s1tuat10n as follows “Once again'the
bullock saved the day for the Irish cconomy”. RIS

i
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known that 1955 was a particularly bad ;year in the UK and that when the
UK economy began to recover, Irish exports recovered also. At the time, however,
the export situation, compounded with the reduction in resources for investment
as evidenced by the lack of support for the national loan, and the jump in con-
sumption, added up to an alarming situation. ,.

Total pubhc authorities’ expendlture dcchned from J5194 million in 1956 to
£ 185 million in 1957 to £183 million in 1958. Public authorities’ cap1tal expendl-
ture on. housmg fell from ,{13 s million in 1956 to £8-9 million in 1957 to
£76 million in 1958, all in current pricés. There is some indication that the
authorities did not realise how hard they were hitting as the forecast figure for
expenditure on housing in 1958/59 in Economic Development was Lo 72 million®
compared with an out-turn of /3 million less. There was a total increase in
numbers registered as unemployed of 16,394 between mid-March 1956 and 1957
Of these 5,288 were in bulﬁimg, contracting and works of construction.

The sccond report of the Capital Advisory Committee which dealt with
housing,and which was completed on November 4, 1957, more than endorsed
official - action when it made the extreme recommendation that “subsidies
towards loan charges (other than for essential slum' clearance), State and local
authority grants, remission of rates and preferential stamp duties for new housing
should be abolished™.” :

. The conclusion of an un51gned artlcle in the Bankmg Revzew in Scptember 1958,
sums up the then prevalent belief, which was reflected in policy measures, that
the country could not afford more housing expenditure. Referrmg to the charges
on taxation due to housing programmes the author wrote . . . “It is devoutly to
be hoped that further measures will reduce this charge still ﬁlrthcr as the scarce
capital resources of the country cannot afford to be spent on the productlon of
social amenities, the supply of which is almost adequate to meet the demand”.®

Whereas ten years previously in 1948, there was general consensus on top
priority for housing, by 1958, there appeared to be widespread consensus, both
among the policy-makers and in documents which must have exerted important
influence on the policy-makers, that housing should have a low priority.

1959-1961 : Conservation

In July 1958 when Mr Blaney 1ntroduced his first Estimate as Mlmster for
Local Government, he suggested that there should be a shift in policy from the
building of new houses to the conservation of existing houses. He appeared
generally satlsﬁcd that the problems of eradication of bad housing had been
resolved . . . “we are now at a turning point in the history of Irish housing . . . we

6. Economic Development, Appendix 9. This point was brought to my attention by Kicran
Kennedy.

7. Capital Investment Advisory Committee, Second chort (Dubhn Stationery Office, 1958),
p- 12.

8. Housmg Policy in Ireland unsigned article in The Irish Banking Rewew, September 1958,
p- 9
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can réadily sce that cur mairi duty is to ensure that bad housmg conditions will
not be allowed t6 recur™® ~ >~ ot e : L
Emphasis on conservation of the housmg stock Wwas reﬂected in the provisions
“of the Housing (Ameridment) Act, 1958, which’ encouraged maintenance and
improvement rather than new housebulldmg Partly as a result of these stimuli
“the number of houses reconstructed w1th state aid rose t0'9,774 in 1960 compared
W1th 7,167 in-i957. - 17 - i USRI .

' A symptoin of the apparent lull in pubhc interest in housing was thc absence of
any debdte on the Housing Estimaté iri 1959 following years of lengthy debates.
“In 1959 the Vote wis put and agreed .to ‘'without any debate.® Over the next
couple of years:the policy cmpha51s rémainéd on‘conservation rather than niew
‘buildirig. “This relatively umportant’drive for houseimprovement compensated
“at Jeast in part; for the decline in new housebulldmg over the previous years.”

An interesting parallel may | be drawn between the situation in Ireland at the end
~of the ’fifties and "the : present sitution in-the /UK whete housing policy has
shlfted towards improvemeiit ° ‘tather than’ replacement followmg the 1969
Housing Act. It is commonly thouglit that * ‘enough” houses now exist in the UK.
In’ fact a ﬁgure of ‘oné million surplus of houses'over households in"ther1970s
"as become dccording t6 the Eéonomist “a stock cliché”. 11¥et,"as Richardson and
Vipond point out'® the paradox is that at the same time, some people and ‘social
‘agencies, 'such 'as "Shelter, have drawn attention’ to ‘an increasing numbet of
‘homeless,”a” high proportlon ‘of” dllapldated housing, -and a chronic housing

“shortage in Ceftaii areas-and for some groups ifi the community.. ==+ .

Two ‘commients :may be made on'these appareitly incompatible views. First,
‘in the UK in "thé 19705 as 111'Ireland in'1958; much’ depends on‘what is meant by
E surplus " Should it"be 1nterpreted simply*as “an excess of dwellings over

existing houscholds” withont regard to the geographical distribution of houses
and people the- quallty of the'stock; the'splitting-uip-of households, etc?*Second,
‘a “real” surplus may co-exist Wlth thousands homeless 1f the prxcc of the surplus

is beyond the means of the’homeless‘ AR ‘- : K
Unlike many other markets there is insufficient price ﬂex1b1hty in the housmg
market for it to clear itself. If surplus conditions emerge, the rate of\ increase in

. house. prices may flatten out, but price ¢ decreases are’ unlikely for most "hoises,
becatise new Lousé p pr1ces will be pushed up by rising land and ‘labour cdsts and

. becausc of the 1nterdependence between the pnccs of néw ‘and old houses. ™"

x'irl'J N L 'l:' Ll "l ,h v

It Would be. difficult to predlct whether, England in the : elghtles w1ll;w1tness

a new surge in housing. demand comparable, to that in Ireland in the ’ “sixties.

9. Parliamentary Debates: Ddil Eireann, Vol 170, 28.

10. Deputy Noel Lemass commented- . . . “there is absolutély no one on the opposrte 51dc .
Parliamentary Debates : Datl Eireann, Vol 175, 1392 o o
11. The Econoniist, 26 July,"1969. * I K% )

12. Harry W. Rlchardson and ]oan leond Housmg in, the 197os , Lloyds Bank Remew
‘No. 96, (April, 1970), p. 27 * i
13. Ibid. -
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Conditions differ in an impdrtant,respect: in Treland in:the late ’fifties housing
output had: been falling, while in England at preent it is still at a high level ™ .
In Ireland, early in the ’sixtics, new housebuilding, particularly private enter-
prise housing, began to.grow, again. In a: circular letter..to local authorities in
October, 1960, Mr Blaney.told local authorities-that there néed- be no financial
or other restriction on their plans to eliminate unfit and overcrowded housing
conditions. Also in 1960 there was a significant administrative development to
enable public water supplies to be.more readily linked up for private building
purposes. . - .. el L, S
- There were now growing indications that building was being held up due to a
lack of skilled workers in the countiy.’5 It is likely. that many skilled workers,
possibly some who had returned. to Ireland: in the early «post-war . years to
participate in the building drive, emigrated of re-emigrated in the depression of
1956—58, leading to a contraction in the pool ofiskilled workers. RPN
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T
N ¥

1962-1970 : Revival and. Rationalisation. -~ '+ - - .~ - - o
The Housing (Loans and Grants) Act bécame law on August 10, .1962. The
Act rationalised programmes of aid for ‘private enterprise.housing. The fact that
the rationalisation of legislation in relationito private housing was tackled before
that dealing' with local authority housing is an.indication of the priority which
was then given to private enterprise housing. The Minister welcomed the trend
towards private enterprise housing and .said it déserved to be encouraged.®® .. .
However, it soon became apparent that housing needs were mounting and that
increased local authority housing, in particular, iWwas ‘urgently required. Partly
-related to the overall change in- population trends and the falling emigration rate,
there was a noticeablé. increase 'in. demand for dwellings in Dublin City and
other urban areas. Further, there was the important factor ‘that the life-cycle of
Georgian dwellings was then drawing to a close.? e e,
The collapse of a number.of hiouses in which four people were killed in Dublin
in June 1963:signalled a crisis and sparked-off a chain ogevents which.resultéd.in
+an intensified housing campaign. On June 2,71963, a tenement house at'No: 20
Bolton Street collapsed killing a-husband and wife aged 73-and 75 years respect-
.ively. Immediately,the Corporation evacuated families.in’ a number of adjacent
houses. Just as'the resulting panic was abating Nos.i3-and 4 Fenian Street collapsed
‘killing two children.on June 12, 1963.- . . - o0t o,
The Minister for Local Govérnment ordered an enquiry into the collapsé of th
shouses’ The. enquiry ended-on July s, 1963, after:a hearing. of:ten” days.~The
Corporation was-exoneratéd from blame. The end: of thé enquiry signalled the

R )
-4 oy L o
.

[
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. ' . o, o tepd L L0 ARV B B i VAN B U B
" .14.,The. péak:level of council housebuilding in recent .years was' 204,000 in 1967,and in the
post-war period as 2 whole was 257,000 in 1964. :  eere
15. See reference to statement by Minister for Industry and Commerce in Parliasientary Debates:
Ddil Eireann, Vol. 191, 57. :
16. Parliamentary Debates: Ddil Eireann, Vol. 196, 2099. . bt

« o IR

17. This was pointed out to.me by Professor Patrick Lynch. . " .. "' d -
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beglnnmg of renewed interest in'housing. “After a long period of eclipse, during
which it was the least discussed of all sectors ‘of the building’ 1ndustry, housing
has again captuted the public attention. "8,

. Between June i and September 3, 1963, .285 Dubhn Clty bulldmgs were
condemned ‘involving .989 families. . Between-Jahwary and June 1963 only 59
premiscs' had been condemned and. it was argued that the sudden jump in
condemnations “unwittingly facilitated anumber of owners only too glad to have
sites or. buildings for other purposes”® Notwithstanding this possibility- the
“blitz” continued and, by September 1964, 9oo houses had been de-tenanted.
The Corporation prov1dcd prefabs ‘and caravans in many cases as temporary
measures for evacuees. Buildings contiriued to collapse. One building collapsed
in Wolfe Tone Street in September 1964 and- there was a partlal collapse of a
‘house at Parnell:Street in November 1964.. - .

In retrospect it is almost impossible to ‘understand Why no pohtlcal party or
agency made any attempt to forecast the crisis in view of the reduction in housc-
building over the previous years and increasing obsolescence. One contributory
factor was that the picture of Dublin housing nceds had been confused by the
fact that in the late fifties vacancies in'Dublin Corporation estates were growing
and, in view of this, and the general financial constraints, Dublin Corporation
had reduced its housing programme. For-instance, in 1959 there were 1,000
applications from the periineter arcas of Finglas and Ballyfermot.from peoplc
who wanted toget back into the city. Many of the vacancies in the estates were
due to the fact thatpeople in central city slums would not move out to the estates.
At approxxmately this point Dublin Corporation decided on a policy of building
flats in the city. As the acquisition of city property and the clearance and prepara-
tion of sites is a much slower process than starting on a clear suburban site, there
‘was necessarlly a-delay before flats begau to bc prov1ded on a scale approachmg
the mounting demands.

Late in 1964 a White Paper on Housing, the ﬁrst since 1948 appcated It
indicated that at the same time as urban housing problems were growing, therc
was evidence of 70,000 unfit houses outside Dublin and Cork, of which 60,000
were in rural areas. Furthermore, the 1961 Ceisus showed that out of a total of
676,000 private dwellings in the country, more than 300,000 were over 60 years
old, and 160;000 were over 100 years old, and that while 130,000 houses were
newly built between 1946 and 1961, the increase in the housing stock amounted
to only 14,000. Allowing for conversion of dwellings to other purposes such as
offices, this suggested an obsolescence rate of about 1-1} per cent, or between
6,500 and 8,000 dwellings, per annum. It had now become apparent, just a few
short years after it was thought that housing needs were almost satisfied, that the

magnitude of the problem was such- that fundamentally new methods would
have to be used. o g o

18. Leading article in Irish Ttmes, 23 July, 1963. - - 3 : :

19. Letter by Uinseann MacEoin, published in the Irish Tunes, 6 Scptcmbcr, 1963.
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For the first time the State entered the field of local authority housing directly.
The Minister for Local Government offered to build houses for all local authorities
cither through the National Building Agency or some other agency. A major
project was launched by the National Building Agency for Dublin Corporation
at Ballymun on March 31, 1965 The Ballymun scheme represented the intro-
duction of mass production “system building” on the Irish scene. Partly as a
result of direct state intervention the output of local authority housing began to
increase rapidly. In 1969, another White Paper appeared outlining the proposed
leglslatlve changes which were mcorporated in the Housmg Act 1970.

5. PUBLIC AUTHORITIES EXPENDITURE ON HOUSING

According to the functional classification compatible with expenditure of
public authorities in the national income accounts, expenditure of public authorities
on housmg increased from /34 million in 1947 to £37-9 million in 1968, in
current prices. Between 1949 and 1968, pubhc expendlture on housing increased
from L15-0 million to £37-9 million in current prices, or by 152'7 per cent.
Table 1 shows a marked decline in the relative importance of housing in public
authorities™ expenditure since 1949. Between 1949 and 1968 housing fell from
© 12:6 per cent to 7°3 per cent of total expenditure of public authorities while the

share of public expenditure on housing in GNP fell from 38 per cent to 2-9 per
cent.

It must be pointed out that the data in Tablc 1 are incomplete insofar as loan
charges, the major item of current housing expenditure, are not included.?®
Details of expenditure on housing as shown in the accounts of public authorities
are given below.

~ Capital Expenditure: Between 1949 and 1968 capltal expcndlturc on housing
_increased from /12-8 million to /£30‘s million in current prices, or by 1381

TABLE 1: Share of Housing in Expenditure of Public Authorities and in GNP, 1947-1968

1947 =~ I949  I960 1968

Housing as percentage Total Public 38 12:6 64 73

Current Housing as percentage Total Current  2-3 36 3-8 3-0
Capital Housing as percentage Total Capital  12-8 384 149 202
Housing as percentage GNP 10 3-8 2:0 29

Source: Appropriation Accounts, Returns of Local Taxation, National Income and Expenditure.

20. In the national income accounts classification on which the data in Table t are based, the
part of loan charges referring to interest is included under national debt interest and the part
referring to repayment of capital is mcluded under redemption of securities and loan repayments.
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per -cent, as shown in Table-2. Expenditure.on private housing and on other
housing® grew much more rapidly than expenditurc on local authority housing’
Expenditure‘on local authority housing incréased from. £9-6 million in 1949 to
£,16°6 million in 1968;.while expendituré on privite housmg and other housmg
‘combined increased from £ 3-9 million to just .£14 million.- -

Chart 1 illustrates the trend ‘of publictexpenditure on local. authonty and
private’enterprise housmg since 1947. It will be seen that.expenditure on local
authiority housing reached its peak in 951 and then fell almost without interrup-
tion until 1960. Since 1960 it'has risen fairly steadily., Public expenditure on
private enterprise housing grew more slowly to its peak in 1955 and then declined
in the. succeeding three years. It began to rise agam in 1959, and between 1959
and 1064 the level of public Expendlturc on private enterprlse housing was
greater than on local authority housing.

oot St ey e Ll

TaBLE 2:,Capital Expenditure on Housing by leblicx414thorit.ies,_ I1049-1968

L Private Housmg Fo e T

. Local »re 20 e+ . Othér ;
o Authority -t SDA- 'Supplementary Department of* .. Housing  -Total

+ Year' +~ Housing . ¢- Loans * '= O 1 Grantse o Local . o Teqp v ]

31 March - Government ,

- . v e o Grants |, . ut 7
o %o e o %o el
Jém Total  [m. Total [Lm. Total £m. Total £m Total . £m
[ . , - R N R . [ ' P t

1949/50 - 9-56);.74-7',,( - 2105, 16(0 J ,— L~ ,J 107 8 4 'o 1_;: : g—g 1280
195152 © 1147 669 349 204 — °© — 160 93 0358 34 i7i4
1956/57 7°27 5470 291 216 0°64 4-8 216 160 0'49 36 1347
195859 '« 374490 T68 *'22:0 'G's4 7T V133174 034 457763
1960/61 . 281 318 . 2:86 324 085 06. .2-18 247 o014 16 884

1966/67 11°48 - SI°9 - 497 22:5 172 7-8 2:86 129 108 49 2211
1968/69 1655 $4'3.. 667. 2I9 1'93 63 337 IT'X 196 64 3048

KA RN TR T
Per ccnt change , '
SR

. RN . ) ot o)
1949-1968  73'1 "—273 2254  36'9 20I'6* 331°3% 215:0 ~-32'T 15333 * 6II-1.. 138X

*1956-1968. ~ . - -

Source - ‘Appropnatton Accounts, Returns of Local Taxation, and Dcpartmcnt of Local

Government _ N .
. ¢ ¢ R SN SR P L I

21. Housmg sponsorcd by the Departmcnts of Dcfcncc, G"«cltacht, Lands ESB, Bord n¥ Mom,

- cte.
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Chart 1—Public Authorities’ Capital Expendi n Local Authority and .- N
Private Enterprise Housing, 1947-—1 968 ¢ ot

. s . , . I “ .
1. Local Autharity Hausing L, Ot Lo *

2. Private Enterprise Housing = =  ~ — ~ — = —
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Table 3 shows that in real terms (1958 = 100) public capital expendxturc on
housing increased from /151 million in 1949 to £19-5 million in 1968 or by
29-1 per cent. The 1968 level was slightly below the peak level of £19-9 million
in 1951. Public expenditure on local authority housing fell by 62 per cent from
L11-3 million in 1949 to ,éxo 6 million in 1968. Fixed cap1tal formation in
dwc]hngs more than doubled, increasing from £15:6 million in 1949 to L32°0
million m 1968 (all in 1958 prlccs) However, the share of dwelhngs in total gross
domestic fixed capital formation fell from 225 pef cent’in 1649 to 17 per cent in
1968 and the share of local authority housirig'in GDFCF fell from 163 pet cent
"to, 56 per cent, reﬂectmg the rapld fall’ of the: local’authorlty share‘ i total
-dwdhngs from72+4 per cent ih'1949 to 33°I per Centin 1968." -* "7 - f

* An idéd of the’cyclical: 1mpact of shatp changes in housing'may be’ grasped by
‘ckamining ‘changes in houbing’ ‘éxpenditure betweéen'1956 and‘1958 Durlng this
two-year period GDFCF:fell’ by 'a*reniarkable” £17 miillion'ifi* 1958 prices {or
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17°s per cent). Over half of this fall may be accounted for by local authority
housing alone. The three major public programmes to assist private housing also
fell sharply between 1956 and 1958, and cleatly contributed to the decline in
capital formation in private dwellings. .

In 1965iand 1966 the curbing of housing was again used as a deflationary
expedient, mainly by restricting SDA loans and grants for private housing, while
expenditure on local authority housing grew very slowly compared with the
preceding years. Public capital support for the building and construction industry
as a whole was markedly reduced. This contributed to a decline in fixed capital
formation in building and construction of 3-2 per cent in 1966 whereas in the
previous five years there had been an average increase of 126 per cent.

B

TasLe 3: Gross Domestic Fixed Capital Formation, Fixed Capital Formation in Dwellings, Capital
Expenditure on Local Authority Housing, Total Capital Expenditure on Housing by Public Authoritics,
’ and Certain Ratios—All at Constant (1958) Prices, 1949-1968

Fo-

Fixed Capital ~ Local Public - ' )
‘Total ~ Formation in Authority Authorities _Dwellings  LAH*  LAH*
GDFCF Duwellings  Housing Hnufsing Capital.  GDFCF GDFCE Duwellings

Lm. (1958) Per cent
1049 , 0974 15°6 113 151 205 L 163 724
1951 936 . 228 134 19°9 244 1473 58-8
1956 970 209 77 1473 21°§ 7°9 36-8
1058 800 11°6 37 76 14§ 46 31°0
1961 1031 142 28 84 138 27 197
1966 155°S 25°S 78 150 164 50 30'6
1968 188-0 32°0 10°6 195 170 - 50 331
Per cent change . ] v
1949-1968 1709 105°1 —6:2 2000 . —24'5 . —657 = 54°3 .
*LAH = Local Authority Housing ’ . ’

Source: Table 2 and National Incoine and Expenditure. :

. P ] . ‘ '

Current Expenditure: Table 4 shows that total current expenditure increased
from /32 million in 1949 to £21-3 million in 1968, in current prices, i.e., by
566 per cent. Apart from maintenance, repair and other expenditure incurred
by local authorities in relation to local authority housing, current housing
expenditure relates entirely to loan charges: Loan charges have grown steadily
in the post-war period, and in 1968 they accounted for 80-0 per cent of total
current expenditure compared with 68 per cent in 1949.
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LN

TABLE 4: Current Expenditure on Housing by Public Authorities, 1949~1968

1949 1968
e £m . %of Total  Lm.  %of Total
Local Authority Housing . : 2+96 919 1167 54°8
Loan Charges ot 192 59°6 . 941 442
Maintenance, Repair, etc. ) 1-04 324 . 426 200
Private Housing 026 - 81 7-61 358
Loan Charges—SDA Loans o018 . 56 343 16°1
‘Loan Charges—Supplementary Grants — — 125 59
‘Estimated Servicing Cost of Depart- : : CoTes
¢ ment of Local Government Grants 008 25 2'93 138 .
Total Loan Charges 2:18 67~7‘ 17°02 800
Total Local Authority and Private . .
Housing 322 1000 21°28 100°0

Source: Returns of Local Taxation and Housing in the Seventies.

3- PUBLIC EXPENDITURE AND THE PROVISION OF HOUSING

Chart 2 shows, as would be expected, that the’ level aid trend of dwelhngs
built with state aid followed very closely the Jevel and trend of public authorities’
capital expenditure on housing (both in current and real terms). Housing output
tended to lag slightly behind expenditure, reachlng peaks and troughs after
peaks and troughs in expenditure.

Table s shows the number of dwelhngs built and rcconstructed with state aid
in certain years between 1947 and 1969. The total tose from 1,602 in 1947 to a
post—war peak of 14,003 in 1952. Output fell to 4,804 in 1958 and then grew again

to 13,144 in 1969. Between 1949 and 1969 the ‘shares in the provision of total
housing by local authorities and private enterprise were almost exactly revérsed.
Over the period the' share of local authorlty housmg fell from 65-3 per cent to
359 per-cent while the share of private enterpnse housmg rose from 32°9 per cent

'to 60°5 per cent. oo
. . 1,

Local Authority Housing B
That the trend of expenditure on local authority housing was closely associated
with the trend in output and employment on local: authorlry housing schemes is

clear from Chart 3. Employment in the late *fifties and- carly sixties was less than
10 per cent of the level of employment at the start of the *fiftics. :
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TaBLE 5: Number of Dwellings Built and Reconstructed with State Aid in Certain Years,

1947-1969
.- R
- Local : Other Private Total
) Authority Authority Enterprise.
Year
3T March o %.0f » % of % of.. .
. Number Total Number - Total Number Total Built . Recon-
. Built : - Built ‘Built v structed
1947/48 . 729 45°S 100 62 773. . 483 » 1,602 ., 62I
I949/50 <5299 653 147 - 8. 2,667 329 8,§I3 1,285
1952/53 7,486 53°S 702 5°0. . 5815 - 41's 14,003 . 2,573
1957/58 3,407 464 454 - 63 - 3,550 476 7,480 7,167
1958/59 - L8I2. 370 . 456 93 2,626 5377 4,804 7,202
1961/62 1,238 220, 342 61 4,046 7100  .5,626 8,080
1966/67 4,079 386 322 . 30 6,183 584 10,584 8,679
1969/70 4,706 359 478 36 7,960  60's ;13,144 9,149

£l
{N '

Source: 1964 White Paper and 1960 White Paper. . y

Y ‘/\ B .

In the immediate post-war years local authorities were preoccuplcd with the
‘needs-of slum dwellers and those living in unfit accommodation”.2? In 1947.1ocal.
authorities built only 729 houses. By 1949 the number had increased to 5,299.
The post-war peak of just 8,000 dwellings was reached the following year. From
1952 the number of dwellmgs built each year by local ‘authoritics fell almost
swithout interruption to 1,238, in 1961 *Annual output 1ncreased three—fold o

-4 706 in 1969, a level, last reached in 1956. . R
While the output of local authority housing was mcreasmg in, the eatly "fiftics
some reduction was already anticipated because housing reqmrements as outlined
in the post-war housing programme, were gradually being met.? A few years
later a further factor—the lack of sultably serviced, sites—contributed to ‘the
dechne Thus in 1954 housebulldlng in urban areas espec1ally in Dublln Cxty,
slowed up due to a lack of developed building sites and the loading to capacity
.of the city sewerage, system.* 2 Furt ermore, building costs, which had been fairly
stable for.a humber of yéars, began €0, rise.. This contributed to the reluctance of
“the smaller and more econormcally depressed urban areas to commit themselves

to further expendlture in the light of the continued hlgh level of bulldmg costs
and of rates’ .25

f

sz Report qf Department of Local Govcrmnent, 1947—48 p P o T
a "23 'Report of Depagtment of Local Government; 195152, pp. 35-36. = = ¢ - «' ooy
v’ 24 Report of Department ofLocal Government;: 1954—55, P30, Pt )

- Ki vy '
AR Al , ‘1 ’, ”' i Ty p Fl

25. Ihid, p. 31. vt o Ui,
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. Cha/l 2—Pub|u: Authorities’ Capital Expenditure .on « Housmg and
Dwelllngs Bullt with State Aid, 1947~1968

r- ) h 1. Public A‘.uthonues Capital Expendlture o'n Housm.;(an) et -?
t . . It . 2. Public Authorities Capital Expenditure on Housing (Em 1958) — —~———— ‘
30 : 3. Dwellings Built with State Aid ©00s) = | — = |— [~ |~ — t
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“ These'factors which contributed to the decline in housing output in the fifties
contradict the view that the only reason for the decline was “the satisfaction of
heeds”. In fact, evidence exists which suggests that there was a definite awareness
“of persistent and’“growmg needs at this-time: For instafice, in some areas® it
was found that a large proportion ‘of persons in 'héed of re-housing were of the
poorest sections of theicommunity and unable to. pay the rents for the normal
.type of house being built by local authorities.?” As early as 1953:a revision under-
taken by the county managers:of the 1947 estimates of housing needs in rural
‘aréas showed the fresh needs ‘amounting to some 2,600 houses had arisen in rural
areas between 1047 and '1953:28 In 1958 a review of needs indicated that approxi-

26. i.c. “the smaller and more economically depressed arcas’ rcferred to carlier i in the text.
27. Report of Department qf Local Covemmem, 1954-55, p- 31. ! S ,
281btdp31 T ’ LT

. ot . o, L PR Cay
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Chart 3—Local Authority Housing: Public Capital Expenditure, Output
. - . . . and Employment, 1947-1968 .

[
1. Expenditure on Local Authority Housmg (£m 1958) —————
s 2, Dwellings Built (000’s) —————— e e —————
. 3. Employment on Local Authority Housing (000s) — | — ]— |— =
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‘mately 11,000.working class families were awaiting re-housing by local authorltles
at 31 March 1058.2% |

Evidence ‘was also avaxlable at the tlme Whlch ‘showed that by 1nternatlonal
standards, the housmg sxtuauon in Ircland in. the late ’fifties was not very' ‘Satis-
factory. ‘Commenting on the 31tuat10n in 1959, Mr P. O hUlglnn remarked —

. The countries with a smaller-stock of dwellings’ than Ireland are, however,  the
- . countries in Western Europe Wwith the greatest housing shortages . . Ata time when
.~ demand for new dwellings has fallenoff here it.seems surprising that the stock of
' dwellmgs should appear, to be.only slightly greater than in some countries with
.. grave housing shortages and con51derably less than in countries with moresatisfactory
housing conditions.®®

"

29. Report of Department of Local Gouemment, 1957—58, p 0. '
30. P. O hUiginn, “Some Social and Economic Aspects of Housmg An Intematlonal Com-
parison”, Journal of the Statistical and Social Inquiry Society of Ireland, 1959-60.
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One obvious.answer to this apparent paradox was-the simple one that the gap
between the cost of housing and incomewas o great as'to ‘render demand, even
for heavily subsidised housing, ineffective. .

Private Enterprise Housing R S S P E I

As illustrated in Chart 4 the output of private enterprise housing responded
well to the flow of public spending. Table 6 shows that the number of pnvate
enterprise houses built with state aid 1ncreased from 2 ,667 in 1949 to 7,960 in
1969. Fluctuations in expendlture and output were neither as severe nor protracted
as in the case of local authorlty housing. That the drive. for reconstruction was
intensified in the late "fifties is borne out by the fact that the number of Depart-
ment of Local Government grants for reconstruction increased: from 2 ;528 in’

" et te’ O, "'\{.«“ ", [EARA e
G LT [« ST LU Nt
Chart 4—anate Enterprise Housing: Publxc Capltal Expendzture (£m L 1)
. ' 1958) Output and Employment;1947-1968 M
L . 2 [EARY) I e T LT
1. Public Capital Expenditure on Private Housing (Em 1958)
2. Private_Dwellings-Built with State Aid (000'S) — = == === o0 =, ...
3. Estimated Employment in All Private Dwellings,
i.e. built with and without State aid (000°s) — l— [——— l—- [— [— 1
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fie Séurce and Method? Daté are’ from Appropnalldn Adczun'trs' Retdrn‘s‘ oilt 2l
of Local Taxation, Reports of the Department of ‘Local’.Governmeht 71 Lzi
Figures for employment in private emerpnse housing are not available.
These were estimated by taking the share of “other dwellings” in the gross
output of the Bunldmg and Construction Industry and applymg his ratio
to employment in the industry. The figuretis an- oveéréstimate to the extentsic) .3, i g7
that employment on non-state-aided dwellings (a very small number) Ay 1 0y AiA
is included.
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TAaBLE 6: Number of and Expenditure on Private Housing Grants by the Department of Local
. 4 o« o Government and Local Authorities, 1949-1969 S

-

Department of Local Government Local Authorities
Year _ -
3 March * New'

Water and ~ Amount Supplementary Amount

Hotises  Reconstruction Sewerage” Paid - Grants Paid
4 . s L3 X ) . -

* Number - <+~ Lm. Number —~ Lm.

1949[50. 2,667  1,249's- . —f- i-07 : — —
1952/53 . .5;815 .. . (2,528 - . — . = 180 n.a.. 021"
1958/59 2,626 6,497 1,110 1°33 . na. 054
1961/62 4,046 8,009 2,030  2:09 1,527 089
1966/67 6,183 "7 7,854 6,072 2-86 3,473 172
1 1969/70 7,960 7,697 9,088 340 . na. 208

Source: Department of Local Government.

. C

1952 to 6,497 in 1958 to 8,099 in 1961 ; whereas grants for the construction of new
houses fell from 5,815 to 2,626 between 1952 and 1958. Increasing emphasis on
sanitary- facilities was noted during the ’sixties. Water and sewetage grants
increased from 2,o3o_in\ 1961 to 6,072 in 1966 to0 9,088 in 1969.

i - e

-
.

State Grants® = " - . ' o
' While it is true that'the output of private housing responded to the provision. -,
of grants; it i$ not clear that output responded in‘the way intended. The provision
of a grant, which increases according to the number of rooms provided, appears

to have encouraged the erection of larger houses than would have been built if

~ the grants did not exist. Rising land prices have tended to aggravate this influence

since builders tend to erect a more expensive type of house bearing a more favour-
¥ . . . .
able ratio to the site value. .

! In the words of t_he 1969 White Paper:—
! ) ' ’

-+ the present grant system has not in récent years provided much inducement to
€.+ builders to concentrate on the building of lower~priced houses. Available capital

has, therefore, been used to finance a smaller number of houses than would other-
wise have been buil.32 ‘

L

31. i.e. Grants paid by the Deépartment of Local Government. ‘ x
32. Op. cit.,-p- 25, S ‘
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L
Because of the realisation that the grant system for private housing was helping
most the better-off owner occupiers, the grant system was recast in the 1970
"Housing Act. Grants are now given on the basis of floor area up to a maximum of
1,249 square feet, instead of on the basis of the number of rooms. Grants are now
also limited to houses costing not more than £6;000.

Supplementary Grants r .

Supplementary grants have been paid by local authorities since 1952. These

grants may cqual the state grant and are payable to a person providing a house
with an income of up to /1,250 and to farmers with holdings with rateable
valuation not exceeding £60. The trend of supplementary grants followed closely
that of Department of Local Government (State) Grants. As in the case of State
grants there is some indication that these grants were not channelled where most
needed. Lot o :
. Up to 1969 any county, council, county borough corporation or urban district
council was empowered to pay supplementary grants. The capital for the grants
is provided largely by way of loans from the State. The local authority must
repay the loans, with interest, from the rates. The fact that the local authority is
responsible for loan charges resulting from the payments of grants means that
some of the smaller urban district councils cannot afford to pay grants at all or
can pay them only for reconstruction work 2

In recognition of this defect in the supplementary grant system it was provided
in the 1970 Housing Act that where county councils pay'supplementary grants
in their area they shall pay them at the same rate in the urban districts in the
county unless the urban district is an area designated by the Minister for Local
Government. In general these will be urban districts with populations of not less
than 10,000. In consequence of this transfer of responsibility to the county councils
the Government made the area of charge for grants the county-at-large, except
where there are designated urban districts. . <, , - o L

’ IS . B .
- y + : Lo . .

Loans < - . v ' oo
Apait from grants the other main form of assistance for private housing relates
to loans made under the'Small Dwellings Acquisition Acts. The total amount
which a local authority may spend on loans in any year is the amount allocated
to it for that year by the Minister for Local Government. Loans under the scheme
are financed by the local authority by borrowing from the Local Loans Fund.
- Loans are made only*to persons with an income not exceeding £1,500 a year or
460 rateable valuation if the applicant is a farmer. These limits do not apply to
the tenant of a local- authority dwelling buying a house and surrendering his
dwelling to the local authority. C o -

.

33. H'éasi@ in the Seventies, p. 29. Local authoritics who pay grants and the ap’proxim'atc per-
centage of the State grant which they pay are listed in Appendix VI of the White Paper.
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- Until 1969 fifty-five local authorities operated-loan schemes, Many of these
.authorities in recent years;advanced relatively:small amounts. -For instance, in
,1967/68,-thirty authorities paid loans-amounting in total to lesssthan £25,000!
Operations on sucha small scale by. so mary different authorities are wasteful.
The concentration of responsibility, for the making: of supplementary grants in
county councils and the larger urban district councils means that persons interested
in buying houses, constructed with the aid of supplementary grants, will have to
apply to the county councils or the larger urban authorities for the grant “To
rationalis¢ loan " provxs1ons only the county counc1ls ‘and the larger urban
authorxtles now make héuse purchase loans ' '

TN I B SO R [ I A ; u:'a.” LY
N
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‘Rate Remzsszon S TSR L+ TR P CURE YL S I TAPS S P B LS SET S

’

“~In addition*to ‘grants'and*loans a- rité-fémission schieme operates on 4 Shiding
scale from the first to the ninth year for new houses. To the extent that rate
remission is greater oribigger houses;'and the better-off live in b1gger houses ‘the
fate'remission helps the betteroff relatlvely most *Rate’ rémiission is' ndw béing

abolished fot houses of 1,249 square feetand over (roughly, 2 small four—bedroom
house with two recepnon rooms)f As 1,249 square feet'is also the area hmlt for'a
dwelling to qualify for4 grant;the hetrésultis that raté rétnission'is belng abollshed

fortbuildings which do not quallfy fora grant, M "o, 4 ydoe Teln
A S N VA B T »\'.' P SN TR A

S, B T B T T R R S S S T O
The Cost ofProvtdmg Housmg: R T T L L

- The cost'of prov1d1ng a house ‘has risen $harply over the post-war pericd: Thé
growth in* prices ‘appears’ to'have coincided- withthe peal}c) ‘periods- of housmg
activity.iThus, at “thie start of the’ *fifties, Wheén the housmg campaign ‘Was-intefise;
prices-were’ tising, A simiilar situation prevaﬂed from about’1963: After a perlod
of relatively stable buildifig'costs in the late fifties the upward ‘trerid in'cdsts which
was noted in 1961/62 and which resulted from'incteases i wages for bmldmg
workers and in the cost of materials, the introduction of a five-day week in the
building industry, and increased activity in the building industry as a whole;,
pers1sted through 1964/65. Late in 1964 the-building industry was disrupted. bya
severg strike ‘which lasted two months. and which was followed by, a one. month
strlke of bmlders prov1ders Further cost 1ncreases resulted from the.terms ,of
settlement ofthese strikes. it T i s i
Table 7. shows the trend in cost of. local authonty housmg between ,1960. and
1968 Whlle there was a r1se ‘of. between about 40770, per. cent. in the cost of
provxdlng urban clwelhngs between 1960 and 1968 there; were, considerable Narias
tions in. the i 1ncreases as betwepn dwelhngs of, dlﬂ'erent sizes. 'There are also. somg,
very surprising ; features. For instance, the rise in cost of a five-roomed urban house,
in Dublin between 1965 and 1968 was quite small. The decline in bulldlng costs
for a four-roomed rural dwellmg between 1965Jand 1968 is due to a reduced

R [ SRRt TS ‘A.‘b“.{

shire’ attrlbutable to'site and, development work A g i e i
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Taste 7: Trend in"Cost of Local Authority Housing, 1960-1968

., 1960/61 1965/66., ‘. v 11968/69 1960—1968

Number Average Average Average  Average  Average Average Average Average
of Rooms of tender *cost per of tender cost per - of tender cost per  of tender Cost per
A prices  square foot prices square foot ~prices square foot prices square foot

A A VT A

P
TR Superstr_ugtyre Costs ‘ R

. N o s dLiL s. de, £ s d. Per cent change

Urban flae— -7 R N

Dublin 3 1,661 47. 9“n2',308' 62 7 2,390 67 4 439 4170
Urban house— L L R * } .

Dublin * - ‘4. 1,188 ' oz00 12 1,660 43 6% 1,783 45 1 501 196
Urban house—" S ;o1 sad

ex Dublin | 4 1,143 5, 297 9%y, 21,620 41 6 2,031 s1 8 777 735
Urban house— . . e

Dublin 5 nado 3372 Mars  4r 1 (2086 45 8 ‘373 3
Urban house— . Ly ]

ex Dublin s 1,184 27 7 .1,748 40 2 , 1,942 46 8, 640  ; 692

Building Costs* . R

Rural House oL , o

(serviced) 4 1487 © 28 s} 1973 ‘sS1 4 1,642 43 8 04 S34-

.

*Includes the cost of site and development work Lo 2N A

Source: Reports'of Department of Local Government and Housing Section, Department of Local Governmcnt
While an examination of the reasons for rising building costs* is not given here
atiny length, it is suggésted that thé Irish- housebuilding industry provides a good
example of cyclical fluctuations intensifying cost increases. In the case of local
atithority housing the'scile ‘of operations is frequently’ thought td* contribute to
tising costs: Few!of the- elghty—seven ‘authiotitiés Who have been responsible-fot
housmg progranimes in the post-war perlod build more than twenty—ﬁve houses
a'year. In Ma'rch 1976 thére ‘wete 15,000 1dcal’ authorlty houses in lannlng, Le.
well'over half thé number of houses in progress. 'If cash were avallagle it is likely
that local anthorities -could produce up’ to* 50 per cent more output without
increasing: administrative overheads. But it is not” size. of output alone which
pushes up costs; it is“mainly -a lick “of “coritinisity’ inl output which creates dis-
economies -of: scale for local authorities.. Because. economy in housebuilding
demands a continuous flow, economlcs can be reaped when one agency (e.g: the
NBA) builds. contmuously,,over the- country at, the request of local authorltles.
Partly in recognition of this, it was stated. in Housinglin.the' Seventies that it is
intended, in particular that the smaller urban areas, ‘which have little technical
resources available fo- thetn)’ should be: endouraged 'to use the ‘services of thc
Lo

34. Rising costs in the housebuilding industry are examined in Housing in the Seventies; and by

P. R. Kaim-Caudle and Mella Crowley in an unpubhshed mcmorandum for thc Royal Insmute
of Architects in Ireland. SV NI
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TABLE 8: Changes. in the Interest Rate on Loans from the Local Loans Fund, 1946-1969

Dare .. Interest Rate . . S Comments

I ]uly 1046 o 23%, Reduced from 4}%

s May 1048 ' 339% * " Housing rate maintained at 2%%

1 May 1953 ~ " 53% . Housing rite increased to 43%.—

1 December 1954 3% " Housing rate reduced to 431%.

10 March 1956 s3% ~  Housing rate increased to 5}%, thereby
: eliminating the differential - rate . for

' C v < housing. - -
28 October 1957 61% Including housing, other than for purposes

of SDA loans for whlch a rate of 5%%
was charged.

1 December 1958 . 53% Ir;cludmg housing.

1 December 1959 53% ” T ‘

1 December 1960 © 639% v, ' ‘ N
15 November 1965 7% ' wo

28 November 1966 C %% » »

I June 1967 . v . O/O A ’ - 3]

1 August 1968 - 3% ° . ” i

18 March'1969~ = * T 83Y% St . T T

Source ! Reports of ‘Department of Local Govérnment and Depaitment of Local Govern-
ment. .

Agency to provide ordinary local authorlty houses rather than bulld thcm—
selves” 3 ®

One component of housing cost—loan charges——1s discussed briefly ‘because it
is believed that sufficient attention has not been paid to it mainly on the grounds
that when inflation is the norm a high rate will not deter borrowing.

Table 8 shows changes in the interest rate on loans from the Local Loans Fund
the major source of local authority capital—over the post-war period. With the
exception of 1959 and 1967, when there were small reductions in the rate, the
trend has been steadlly upward.

It has been argued in relation to the present situation that:—

Neither the shortage of capital nor the hlgh rates of interest, nor the high cost of
building land present the major difficulty in the financing of housing. Important
though these factors may be the essence of the problem is the ratio of the cost of
building materials and labour to incomes. ..

It is of interest to compare this ﬁndmg W1th the ﬁndlng ofa report published
in 1943 :—

35 Opat p36 —_
36. P.R. Kalm—Caudlc with Mclla Crowley, op. cit.
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‘The price paid for it (capltal) does not appear tolhave been an active factor in the

. increase in the cost of building (1931-1939) which we examined in.detail,;but is a
most vital factor in determining the level of the economic rent. This in turn aEccts
the ultlmate cost to the State, the Corporatlon and to the tenant.37

This report showed that in relation to a corporation dwelhng interest alone
accounted for 37-8 per cent of the economic rent where capital had been raised
by 4 per cent stock issue. If funds could be obtained by a 3 per cent loan, interest,
asa proportion of the economic rent, could be reduced to 27:4 per cent which in
turn would imply a substantial reduction in thie subsidies required. The arguments
of this report contributed o the reductlon in the interest rate on loans from the
Local Loans Fund from 4% per.cent to 2% per cent in 1946 as shown in Table 8.

At the present time a reduction in the interest rate from 8% per cent, to 7 per
cent would reduce the maximum state subsidy (i.e. two-thirds ofP he total subsidy)
per serviced dwelling from 75106 5 to J689 z ie. by f17: 3 per annum. 38 The
effect of this reduction’ on-a programme of 4 4, 500 ' hotises a yeat would bé ,{:77,8 50
i.e. sufficient to ﬁnance the total capital cost of 25—26 houses at /3,000 eacliin a
smgle year. ., .

“Thus while two reports 'which bridge the perlod under review suggestthat the
rate of interest is not a significant influence on thé capital cost of borrowing and
one report suggests it is not a particular deterrent from the point of view of one
individual raising a loan to purchase his house® it miust be regarded as a significant
component in relation to the current cost (i.e: economic rent) of local authonty
dwellings, a vital factor from the viewpoint of public authorities.

In 1969/70 total current expenditure on local authority houslng of ,(;1 534

mllhon was composed as follows:— e . Tl

Loan charges . ' ;(:10' 59 ‘million o

" Maintenance, etc. L2:84 ’
_ Other " L1or --:, T ;-

Recelpts of £15 34 mllhon were made up as follows :— '

Rents - , ,{:5 68 mllhon

Annuities ,{0 95. »

State Subsidy . Lg0

Rates Subsidy LA32 ),

Other o, 360'29 .9

37." Report'of Inquiry into the Housmg of the Working Classes of the City of Dublin, 1939-43 (Dublm
Stationery Office, 1944), pp. 171-172. .
38. Maximum subsidy payable per serviced dwelling:—

1,850 1,850 :
at 84 % = [8635x — x% = L1065 ag7% = ,‘(;772‘31x —x2 = ,(;89-2
- 100 100

Reduction in subsidy payable = ,(;173 .. Effect of rcductlon on a programme of
- 4,500 houses : ayear =.L77,850" "
39. P. R Kaun-Caudlc with Mella Crowley, op. cit. Lo

*
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< These data tnore’oriless speak for themselves:in so far as loan” “charges cannot
beireduced -or' stablhsed'and' €6 thie extent, that it is'not posmble of desirable to
iricrease rates or the state subsxdy,‘then the share borne by, rents must be 1ncreased
Differential rents 4re théught 6" be'theé best - Way of taximising rént receipts for
local authonty hoissing whilekeeping rents in line with ablhty 10-pay...
f,.:’,'.\~’.1 ‘IHLW.K”.'),-J‘x-/3(‘1£')¥-2 WYL y?r'. Theoa . PR
Dﬁffﬂttal Rents, , TYEE N Voisaddes T D, i M R R I
ri1t-has been shown that'partiof the reason why:local authorlty housing needs
appeared;to be satisfied in_the-middle fiftiés-was that-the poorest sections of the
community could not afford.evenithe very low,local authority rents. It was openly

stated that this-was the case:by: Mr Blanley;.then Minister for-Local Government,
when speakmg in the;Déd in- Apnl 1965 B AN Uy

¢
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it ot e dn A inc 3w Tt 1o A s
Soorle 1s a fact thit our, local authormes have been neglecting those rWho are in the worst
p0551b1e condmons‘from the' po}nt of v vigw, of housmg They are neglected on the
" ‘basm that ‘the Iocal duthorities cannot aﬁ'ord further to subsidise” the rents from the
* " aeds’ and they afc dpparently not prepared £6"take'the unpopular step of chargitig
those who are well able to pay more,a proper economic rent for what- they have
03 %50 thidt thode WHO' Havé Hot gt hotses'at‘rents they cani aﬂ'ord or at no rent'at’ all
‘A & 1f‘necessary, cin b&dccomimodated 00 DU adihr e p St ol
(i (VRN R 3“{':({ a1y a0 d nempsel o vl ottiiar LOTTI LT T
Stressmg‘the utgéncy of 4 rational Tents. pohcy, Mr «Blaney contmued over thé
yearsithis residuc of:the. poorest:of the: spoor inv.the ‘worst «of . our’ worst. houses
still remains” 2L Labodine 2 i Yo sedoge T LSRN VIS F*. T SPRTCR TR
+..Under the Housing Act-1966the ‘payment of State subsidies'for local authorlty
housmg was made conditional on the introduction:of a scheme of differential rénts
for all dwellings which. were being let for the first time.,Other dwellings for
- letting were to be put-on’ :f?gr)aded or dlﬂ"erentlal scheme s soon as possible.%?
Table 9 shows the basis (ﬁxed or differential fénts) on whlch dwellings were let
by local authorities at 31 'March 1968. It will be seen that since 1932 the proportion
of dwellings let on the basis of differential rents has been tising:; . ~. - .4
One of the main oﬁicxal arguments in ‘favour of differential rents is ‘that without
differential rents, poGret’ people cannot be rehoused. The following quotation is
from a circular to local autho{rlﬁlis from the Deparrtgr}ent of: }ocal Government:—
The rent necessaty ‘to cover’ the cost of prov1dmg and mamtammg a £2,600 house
is about £4-10 a weck pliisTrates. Authorities who reéently sought to apply fixed
i1 Fents to new housing schemes, proposed.rents of over. £2-£3 a week, plus rates,
“relying ‘on the State stibsidy and’the contribution from the rates‘to make up the
difference. Most persons whom it. is the authorities’ . duty to rehouse could not.pay these

P,

rents. n? : ar8,:
Sy b TN TS D A
40. Parltamentary Debates Dall E;reann, Vol 215, 381-2. {
41. Abid.....- RTINS T S8 (RS TR 0 ST T 3 W AC LY r: Choege Ll

42. Article 4 of the Housing Authorities (Loan Charges ‘Contribution and Management) Regula—-

tions, 1967. D ey SN ptlv wmlna d-ge
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" TABLE 9: Dwellmgs Rented by Local 'Authontles at 3I March 1968

RS R o !"‘-.- L i R ‘

O B i

Fised Rents - D _ﬁerentzal Rents

Deriod in which dwellings were provided = Total

L e %o %

et o, o+, .. .No. y Total No. .Total..
Before March 31, 1932 I1,340 792 2,971 208 14:311
April 1, 1932—-March 31, 1947; - . 22,704 -+ 712 . (9,225 2884 132,019
April 1,-1947-March 31, 1950 - ... . [ 3,952+ 65T 2,118 /l.34'9 r. 6,070
April-1, 1950-March 31, 1968 - | -~z + 15,213 2I'5.. 40,973 78'5.." 52,186
Total to March 31, 1968 . . . . 49,200 47T .. §5,287. 52°9 ::104,586
) Sou’jc’{:.‘ Departmen_t'af Local 1Gotver'nm'ent. v ‘ ,4:" "_‘ - AR : ',’{, ”

Paores !

The same ‘circular lists further arguments in favour of dlﬁ'erentlal rents- which
1nc1ude —_
" Differential tents. are the only system which can achleve an eqmtable drstrlbutron
. of subsrdles Wlth fixed rents the tenant Wlth 74 30 a Week gets the’ same help as the
4 Frenant with ,(:6 e ,
!{ ot Coa L T T oy L [ _'.\ N
i Differential rénts are a form of insurahce: If a*tenant’s income. falls when, for
mstance, he retires, or if he becomes sick or unemployed his rent falls also:-r '-

Under the néw sale terms for local authonty housés, any tenaiit ‘of a house to which
a sale scheme applies can switch from renting to the payment of fixed annuities for
purchase, thus stabilising his outgoings, apart from rates. e

PR SO |
f JContrralese it hasbeen argued that dlfferentlal rent schemes havehtwo mherent
disadvantages: they tend to discourage effort, because higher income means hlgher
rent, and some tenants may have 1rregular or. subsxdlary income. which is not
declared to the authorities. e .

“J._,_ 14
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4 THE BALANCE“BETWEEN LOCAL AUTHORITY AND PRIVATE

T PR B ENTERPRISE HOUSING e .
Dlscussxon vﬁth oﬁicmls in the Department of Local Government confirmed

that the shift towards’ private enterprise housing Whlch the statistics show, has

been. .sought by, the. policy-makers. The arguments may be. summarlsed as

follows B T T I P IR LA+t L LT S

Py

1. A house is an asset to the nation, irrespectrve of who owns it; as most local
authorities operate a sales scheme, tenants may ultimately buy out their houses, so
the question of ownership is not considered-very relevant. .. .. SRR T
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It is maintained that the cost to the state of providing a private enterpnse house
15 less than the cost of providing a local authority house. While local authority and
private enterprise housing both require public capital expenditure, the continuing
sub51dy is more burdensome in the case of local authority housmg ‘
3. A teriant buying his own house w1th the aid of a SDA loan incurs smaller weekly

payments than the’ maximum differential (i.e. economic) rent for a local authority
dwelhng o

4. The dcmand for SDA loans in 1970 was coming from persons in socio-economic
groups ‘closely similar to tenants of local authority housing, i.e. with incomes m
- the range £960-£1,200. (Incomes of local authority tenants were thought to average

+ around £17-/£18 per week, i.e. £884~£936 per annum in 1970.)

5. Ttis thought that the benefits of owner-occupation contribute to social stability
as they are a conservatising influence. Private enterprise housing does not produce

forceful pressure groups agaxnst rent increases etc., as local authonty housmg
frequently does. ;

Thus, to an extent, private enterprise housing versus local authonty housmg
may be equated with owner occupation versus tenant agitation. Of course it is
readily agreed that there exists a hard core of persons incapable ‘of providing
houses for themselves. Such persons cannot organise the purchase of a house for
themselves, nor can tliey maintain it when i occupation. For these persons local
authority houses are necessary.

Such arguments must be reconciled with the statement, in a c1rcu]ar letter to
local authorities, that:— .
The first duty of a local authority is nof to'provide houses for those who can afford

to buy them. It is to provide them for persons without decent accommodatlon
who cannot afford to buy.# :

The circular goes on to point out that since sales reduce the number of houses
which could be used by authorities for letting to persons who cannot afford to
buy their own houses, it is not necessarily in the best interests of an authority to
sell their houses. However the circular maintains that it is possible to meet the
genuine néeds of tenants to buy, without detriment to the interests of those with~
out houses, by means of sale schemes.** ‘Capital from these sales must be used by
an authorlty for housing loans and grants, housebuilding, etc., so that, in effect,
sales based on market values do not reduce the authority’s ablhty to help those
requiring decent housing.

“These then are some of the arguments for and against the state attempting to
solve the housmg problem by concentrating on the provision of local authority

43. Circular lctter H7/69 ; <L

44. Under Section go of the Housing Act 1966 : s c BN
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or private enterprise housing. Since this céntral issue ‘must.be decided in some
weighting of costs and benefits, it is first necessary to make some comparlson of
costs from the point-of view of the public.authorities.
The following example (A) of comparative cost to the state'of providing a local
authority house and a private enterprise house was suggested by a Department.of
Local Government official.. The data relate to 31 March 1970 when the average
price of a house bought with the aid of a SDA loan was 44,200 and the average
price of a local authority house was £3,200. The average private enterprisc house
is up to 20 per cent bigger than the local authority house.%

Example A:

. Local Authority House

{

Private House L L
1. SDA loan 2,800 6. Cost.of house 3,200.
2. State grant 325 7. Compounded value of.
3. Supplementary grant 225§ subsidies 2,300
4. Rate remission 500 '
5. Tax benefit on mortgage
interest 1,000

Total 4,850 Total 5,500

Method: 1. 35 years at 9 per cent;

2. Maximum grant for house between 800 and 1,050 square feet;

3. Two-third maximum supplementary grant which represents approximate
value of average supplementary grant;

4. Bstimated remission of rates;

s. Rate of tax (7s.)X £ on interest content of loan repayments over-3s years
adjusted by 1/gth because about 1/9th of outstanding loans are pre-paid

before expiration of 35 years;

6. £3,200 was the cost of the average local authority house at March 31, 1970;

7. Interest payment on /3,200 at 83%, for 50 years is £272 per annum.
Administration, etc., costs a further /48 per annum. Therefore £320 is the

approximate economic rent. Average rent paid for a local authority dwelling

is 100 which means that the annual subsidy is £220. If it is assumed that in
20 years a tenant reaches the point where he is paying the full economic rent
then over 20 years the subsidy of £220 diminishes to zero. The subsidy at the

mid-point is £ 120. Present value of £120 at 8% for 20 years = [2,300.

45. The average local authority house is about 800 square feet. Houses bought ‘with the aid of
SDA loans are generally between 800 and 1,050 square feet. .
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“‘Example. A suggests.that it-costs ‘the -State at present' £5,500 to provide an
average local-authority house ‘compared with: £4,850 to provide -an average
private house. A slightly different approich to the comparison is suggested n
Example B:but the alterations only serve to.increasé the differential between"the
cost to the State of .providing - local authority house and a private house. '

It could be argued: that the amount of the SDA loan should be excluded as a’
cost to the:State as it will be paid back by thé.borrower at an economic rate over
about 35 years. On the other hand the servicing of ‘the - +£ss1 paid in grants is
included in Example B-as-a cost ‘to.the State. This would amount to /1,400,
assuming that the funds were borrowed at 9 per cent for 25 years. The tax benefit
on the mortgage interest has been halved on the assumption that SDA borrowers,
would not, on average, be in receipt of income, net of other allowances, which
would be high enough to receive the maximum tax benefit. In the case of the
local authority hoiise about*another £250 has been added to the compound
value “of the subsidy to allow, for the fact that although the local authorities may
borrow from the Local rLoans Fund at 8% per cent the State must service the

money borrowed at'at least.9 per cént. These alterations leave the followmg
comparison :— :

v

» - - .

Example B: g
ty . ; T | ' ' -
Private House. . [ . Local Authority House B

1. State grant 325 1. Cost of house- " 3,200
2. Supplementary grant . - .- b (225 2. Compounded value: of e
3. Service of £/550 at 9% for .« . - subsidies .. . ; 2,300

25 years ' 1,400 3. Addmonal serv1ce at 0% 250
4. Rate remission 500 , )
5. Tax benefit on mortgage ’ S

interest ;.. : . %o . 5000 S ' ’

Total o .‘z;ogo Total + - - .t . 5,750

o R VL R TS IO T I ST R Lot

The above examples ‘based on two dlﬁerent approaches show that'a private
enterprise hotise costs the public authoritiés much less to provide than a local
authorlty house. % Therefore, if the. dominant objective of housing policy is more
houses, 1rrespcct1ve of for whom the State ‘will have much greater success by
concentrating resources on, private housing,, assuming,- of - course, that there is
sufficient effective demand for SDA loans.

46. Though,if 4 comparison'is made of capital cost alone, the local authority house costs thie State
less (£3,200) than the private house (£3,3 50, made up of SDA loan plus grants).. fue
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- From the national, as distinct from the public.authority, viewpoint the average
private enterprise, house is of better standard-(i:e. 20 per cent more space).than a
local authority house. but it costs-20~25 per cent:more. Therefore, from the
national viewpoint, assuming an overall fixed public plus private budget for
housing, the choice. between private enterprise:and local authority housing is
better houses for fewer people or-less good houses for more people. .« . -

From the point of view of any one individual it all depends on his income and
what he can afford. Although it is maintained that applicants for SDA loans have
similar incomes (in the range of [960--£1,200) ‘compared with persons living in -
local authority dwelhngs (in the'range of £884~/936) and that of 2,700 recipients
of SDA loans in 1968/69 up, to 826 had incomes of less.than /1,050, it midst be
remembered that these incomes are only averages. The dispersion about the mean
will'be Very great indeed. It-willirange from the old-age pensioner paying the
minimum local authority rent with an income of .around /4 per week to the
SDA loan recipient with the maximum-ncome of £1,500. ¢ i -

Apart from such cost differences it seems certain- that,differences. of between
£100 and £200 at income levels of £800-£1,000 have a crucial effect on the
cagaaty to pay either rent or loan charges. Even-though-on.a differential rents’
scheme, rent will rise-with income, there is a considerable difference for a man
with a yearly income of /800~ /1,000 between paying a rent rising from £2 to
L6 ss. over 20 years and paying loan: charges of :£,6 ss. continuously from receipt
of the Joan over a period of 35 years. If it is.assumed that a,man first ténts a local
authority dwelling at £2 pér-week and that-the rent is increased each year by
four shillings and sixpence so thatin the twentieth year he:is paying the economic
rent, he will pay about £2,000 less over the twenty-year period than the man who
is paying SDA loan charges equ1va1ent to the:imaximum-differential rent., ... i+
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The pattern of public expendlture on housmg il the post—war perlod Was
largely a response t6 what the authorities considered to’ represent housmg neéds.
The effect on the provmon of dwelhngs was’ that in “the ‘immediate post-war
years, when there wis agreement that needs’ wete great housmg expendlture and
output soared. As’ funds became tlghter and' as the 1mpressmn grew” “that' nee'ds
were béing satisfied, even though this Was an Jmpressmn partly grounded in'false'
facts, expendlture and output slowed down. The* économic erisis of 1956—58
w1tnessed asevere cut-back in housmg In the 51xt1es expendlture and ¢ output grew
in'response to expansionist policies although ofice’again’in " the ‘miniZrisis of
1965-66 there was a tlghtemng of credit and a slight curbing of housing growth.
Despite the growth in the ’sixties, real capital -expenditure (/1958) by public

authorities on housing was margmally lower 1n’1968 ‘than it had been in 1951.
. SRERD SO L HELNINS S IS LR S
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While there was ample justification for 2 major housing drive in the late “forties
and early ’fifties, given the urgency of needs, there can be little doubt that a
smoother growth of expenditure, especially on new local authority housing from
then on would have been socially and economically desirable. The cyclical i impact
on-the cconomy could have been mitigated and emigration of building workersin
the late "fifties would certainly have been lower resulting in 2 better labour supply
in.the sixties. :

Fluctuations in housing output which result almost 1mmedlately from variations
in public expenditure may well be the biggest single drag on productivity in the
housebuilding industry. “The building industry rightly argues that their efficiency
would be improved if they could contract out of the adjustments necessary in the
economy from time to time.”*” In view of this it is somewhat disappointing to
read in the NIEC Report.on Physical Planning that “until this major problem
(excessive growth in money incomes as compared to productivity) is resolved, it
would be quite unrealistic to except that curbs on the expansion of activity in
building and construction will not on occasions be necessary in the interests of
economic stability”.#8 .

The reasoning behind this is that because expendxture runs too fast ahead of
output and balance of payments deficits result, the necessary medicine is, at least
in part, a cut in investment in building and construction which will readily induce
unemployment, reduce spending; and get the balance of payments back in line.
A preferable alternative would seem to be the steadying of growth of ‘both
investment and consumption, and probably. especially investment in the building
and construction industry. Opening up the throttle followed by putting on the
brakes-had undesuable ‘results in 1956-58 and 1965-66 for the housebulldmg
industry and for the economy at large. The importance of this point cannot be
overemphasised if the recommendations of the Buchanan Report for a massive
expenditure programme on housing up to 1985 are implemented.

The success of public expenditure programmes in helping to house those
categories of the population most in need is difficult to assess. There is some
evidence that within the local authority programmes there was a tendency to
neglect the categories in most severe need, i.e. with the least ability to pay rents
or service loans. There is also some suggestion that the poorer local authorities
could least afford to carry out parts of this housing programme, for instance, in
relatxon tothe payment of suppllt)ementary grants. Within the privatehousing arena
it'would appear that the grant system operated in favour of the larger house and.
could least afford to carry out parts of this housmg programme, for instance, i
the better-off owner occupier.

Steps have been taken to overcome these two major defects in public expendl-
ture programmes on housing; in the ﬁrst instance by introducing a more rational

3

. : )
) * . . "

‘ :47.~'P. R. .Kaianaudle with Mell‘a'Ctov‘/.ley, op. cit. : o o ' T
’ 48.. Physical Planning, NIEC Report No. 26; p. 15. ‘ '



PUBLIC EXPENDITURE IN IRELAND ON HOUSING IN POST-WAR PERIOD 40I

rents policy,*? where payment of rent is more closely related to ability to pay, and
in the second instance by recasting the grants system for private housing.

While within the local authority and private enterprise programmes it appears
that expenditure has been modified in a number of desirable (i.e. helping those
most in need) directions it is questionable whether the overall balance of expendi-
ture between local authority and private enterprise housing may not be moving
in the wrong direction. Throughout the ’fifties the share of capital expenditure
on local authority housing was falling at the expense of expenditure on private
enterprise housing which was rising. In the first half of the ’sixties there was some
shift back towards local authority housing, but this was checked in the second half
of the ’sixties. While public expenditure on private housing may stimulate more
output [ for £ than expenditure on local authority housing it is not clear that
this is the most justified goal of housing programmes from the national viewpoint.
While it may be true that with economic growth more people can .afford to
become owner-occupiers, especially when inflation serves to reduce the cost of
owner occupation over a period, it is not clear that the number who cannot
afford owner occupation falls. More data are required on income distribution and
estimates of housing needs must be recast in more specific terms.

University College, Dublin.

49. With regard to possible discrimination against the poorest applicants it should be pointed
out that the local authority system of allocations has no initial reference to income. Under the
1966 Housing Act priority is given according as an applicant fits into the following categories:—

* (i) persons living-in a dwelling unfit for human habitation;
(ii) persons living in overcrowded accommodation;
(iii) persons who cannot provide from their own means;
{iv) T.B. cases. ‘

Rents are only determined when a person is in occupation. In a circular letter from the Minister
for Local Government following the 1966 Housing Act, local authorities were specifically instructed
.hat allocations should not be related to capacity to pay.





