A COMMISSION appointed by the
Archbishop of Canterbury has
reported on conditions in rural Bri-
tain. Faith in the Countryside pre-
sents a grim picture of neglect, a
shortage of money and a fast dwin-
dling infrastructure.

¢ The failure to provide affordable
housing exposes the social tensions
in rural life. The Church of England
report did call for the provision of
low-cost homes, but it was thin on
practical solutions.

* Landowners, as well as acad-
emics, farmers and businessmen,
were represented on the commis-
sion. Not surprisingly, then, the
report suggests that landowners
should be paid for encouraging com-
munity enjoyment or rural land.

+ land and Liberty here presents

the first of a series of articles aimed
at encouraging a re-examination of
the role of the Christian church in
confronting one of the most intract-
able problems in rural society -
access to the land at prices people
can afford.

THE CHURCH, as an institution, owns land: all

denominations have land holdings all over the
including
authorities, own land. I believe that one major
component of the current housing problem is the
idea thatland is a commodity, with a market value

country. Other institutions,

based on demand.

I suggest that taking an alternative view of land
value might set officers of the Church and other
institutions free, so that they could be instruments

local

of justice without abrogating their responsibility

to safeguard the inheritance of
the past and provide for the
future.

If land value is seen as the
value of a commodity in a free
market, any valuer is bound to
give a theoretical figure for the
value of a particular piece of
land based on his estimate of
what the market will bear.

But the land market is not
free. Planning restrictions mean
that land with planning permis-
sion for housing is at a premium
in areas like the South-East of
England where demand for
housing exceeds supply.

“What the market will bear”
gives a maximum possible
figure for the land value, cal-
culated by taking the maximum
possible selling price of housing,
less the cost of construction and
site works.

And the maximum possible
purchase price of housing is set
by the household with two high
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income earners who sell their
existing house for the maximum
possible price and get the max-
imum possible mortgage on
their combined income.

In Southend in July 1989,
four-bedroomed  houses on
approximately 1/5-acre plots
built between the wars were sell-
ing at nearly £30),000. It is quite
possible for building land to be
valued at £500,000 per acre in the
south-east.

This is a realistic valuation
from a developer’s point of view.
He can build a luxury house of
150 square metres at £800 per
square metre and still make a
healthy profit. But this has the
effect of pushing up all
housing costs.

Very little accommodation is
available under £50,000, and
even that price would give the
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NETHERWOOD, an
architect from Shropshire, proposes
that the church take direct action to
provide sites that low-income fam-
ilies can afford. Her solution is
reviewed by DAVID REDFEARN on
Pages 92 and 93.
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VISIONS

purchuscr Oﬂ]y a modest one- or
two-bedroomed flat. A first-time
buyer with maximum con-
cessions and 100% mortgage
would still need to earn £16,700
per annum in order to afford
it.

It could be argued that this
view of land as a commodity is
open to question not only
because the land market is not
free, but also because any
estimate of “what the market
will bear” is bound to be
fickle.

What value, eventually, will
be placed on a house in a district
where train services are unreli-
able, hospitals closed and
schools understaffed because
none of the people needed to
operate these services can afford
to live anywhere within travel
distance? If any area, anywhere,
is to remain viable for human
society, it must be possible for
people at all levels of income to
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live within it.

1 believe that there is an alter-
native, provided that land is not
treated as a commodity and
valued theoretically by “what
the market will bear”. For the
sake of argument, I have taken
the example of the Church of
England and its glebe land
holdings.

The problem facing an
Anglican archdeacon is the
same as the problem facing a
local authority official: how can
low-cost housing on this land be
provided in a responsible way,
that does not simply squander
our assets and subsidise the pro-
fits the first house purchasers
make when they resell their
houses?

What follows is a dream for
the future, but the figures are
1989 salaries and building costs
in Shropshire where 1 live and
work. They could be adjusted for
other parts of Britain, but the
principles would be the same.

THE ANGLICAN Church in
the year 2001 has taken seriously
its duty as an institution to warn
society and to show alternatives:
the archdeacon recognizes the
role of Christian prophets not
only to cry “woe” in warning, but
also to point the way forward.
He picks up the phone and rings
the office of The Lord’s Housing
Trust, an organisation founded
in 1991 for the purpose of build-
ing and managing low-cost
shared-equity housing schemes
in the county.

The Diocese has an acre of
glebe at Lower Fledgelington;
would the Trust be interested?
The Trust manager glances at
the chart on his office wall. Yes,
there is a housing need in the
village. But the glebe land is just
outside the village envelope
boundary set by the local
authority planners. This means
that it would normally be given
planning permission for hous-
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ing. Let us check with the local
authority, he tells the arch-
deacon, and let you know.

The archdeacon puts the
phone down and thinks how
appropriate the Trust’s shared
equity schemes are for the use of
glebe land. Glebe was originally
granted to the incumbent of a
parish in order for him to earn
his living. He could do this
either by working the land him-
self, or by renting it out.

¢ Anne Netherwood

In the past, rent was assessed

as a percentage of the produce,
not as a percentage of theoreti-
cal ‘market value’. That related
to a concept of use value of land.
We've come full circle, thinks the
archdeacon: the Trust’s shared
equity schemes mean that the
land is held by the Church and
rented out to the purchasers of
houses built on it. Perhaps we've
learned a few lessons since
Henry  VIII's  privatisation
schemes .....

Meanwhile, the manager of
The Lord’s Housing Trust is
having an informal discussion
with one of the planners at the
local district council. The plan-
ners have a good working
relationship with the Trust
which is still the only body in the
county actually to build low-cost
housing. The council have
already given planning permis-
sion to the Trust for similar sites
in other villages.

The planner remembers the

trouble he had in the 1980s when
the housing problem of rural
areas first surfaced. There were
developers then who promised
to build low-cost housing if
planning permission were gran-
ted for sites just outside the
village development boundary.
They would put in an applica-
tion for outline permission to
build low-cost housing for
village people, and then, once it
had been granted, draw up a
scheme for up-market “execu-
tive homes™.

The council tried to control
developers by applying a “sec-
tion 52" clause, part of planning
legislation which acts in a
similar way to a restrictive
covenant.

The developers appealed
when the Council refused plan-
ning permission on their high-
cost schemes, and the appeal
was upheld: an Outline Permis-
sion to build housing can not
limit the final selling price of
the houses.

But the planners and the
council know where they are
with the Trust. The planner tells
the Trust manager that there will
be no problem getting planning
permission for the land, provid-
ing the Trust builds the housing.
Section 52 can be applied to
safeguard this agreement.

BY NEXT morning, the arch-
deacon has on his desk the
Trust’s standard form of agree-
ment, making over the land to
the Trust on a 50-year Right of
Occupancy. This is similar to a
long lease and is similarly
negotiable at the end of its term,
but carries the important restric-
tion that whatis negotiated is the
right to occupy the land with
housing and not unconditional
leasehold use.

Once the terms have been
agreed, the diocese has no more
to do than to check bank

Continued on Page 92
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statements at quarterly intervals.
The archdeacon looks at the
terms the Trust is offering. The
value of the acre of glebe land is
stated as £73,500. The diocese
would receive a rent of £4,000
per annum, payable quarterly:
just under 5%2%.

At the moment, the market
value of agricultural land is
£2,000 an acre. If it were inside
the village envelope and had
unrestricted planning permis-
sion for housing, it might fetch
£120,000.

But the archdeacon has
learned not to think in terms of
‘market value’. He and the Trust
speak of the social value of land.
This is not a vague figure. It is
calculated precisely from the use
to which the land will be put.

This is how the Trust manager
worked the sums out:

* The acre of glebe land had
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road access and was approx-
imately square in shape. It
would be possible to build at a
fairly high density, say at 16
units per acre. The Trust builds
low-cost housing within present
regulations, by using local con-
tractors to build habitable shells
with basic plumbing and electri-
cal services, full insulation and
structurally sound to building
regulation standards.

Costs are cut by leaving out
some partitions, joinery and
decorations to be done by the
purchaser. In this way. a 65
square metre shell which will
give a two-bedroom house can
be built for £300 per square
metre, or £19,500.

* The Trust adds 15% to cover
professional and legal fees,
interest charges and overheads.
This is lower than the 20% addi-
tion normally made by dev-
elopers. The reduction is poss-

ible because the Trust does not
have to pay interest to share-
holders and because all its
officers take relatively low
salaries.

® The huge demand for low-
cost housing ensures a quick
sale, thus keeping interest
charges down. Houses are often
bought even before the contrac-
tor has finished work on the site.
The buyer moves into the com-
pleted shell as soon as the con-
tractor has moved out.

He and his family will con-
tinue to work on the house, add-
ing partitions and joinery as
they need the sub-divisions and
as they can afford to do the work.
The total cost of the shell to the
buyer is the cost of building it
plus 15%: £22,400.

® The Trust also has to con-
struct a road inside the site
boundary to serve the houses,
and sewer, water mains and
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electricity, street lighting and
parking space. This adds site

development costs to the price of

the house shells.

A rough estimate for the site
development cost works out at
£40,000 for the site, or £2,500 per
house. The Trust manager adds
this cost to the house cost as part
of the owner's equity: it saves the
Trust having to tie up its working
capital in land development
costs. The Lord’s Housing Trust
works without subsidies from
Government.

Most subsidies have strings
attached, and the Trust is freer
without them. But the Trust adds
15% to its site development cost
as well as to the-cost of building
house shells, and for the same
reasons: to cover overheads, fees
and interest. This gives a total
site development cost per plot
of £2,900.
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HAVING done these sums, the
Trust manager can now give a
value for the land. The ‘social
value’is worked out on a rule-of-
thumb which applies world-
wide: land value should not be
more than % the value of the
house built on it.

If the value of the house is
£22,400, the value of each plot
can be set at £7,500. With 16

houses on the acre, the value of

the whole site when developed
will be (£22400 X 16) + 3 =
£119,500.

From this figure, the manager
deducts his total site develop-
ment cost of £40,000 + 15%. The
social value of the undeveloped
land is £119,500 — £46,000 =
£73,500.

The Trust manager now checks
that the total cost is affordable
by local families on low
incomes.

Each plot has a ‘social value’

“For wko«er would save his life will lose it, and whoever loses his
M mxhwm mm it life for my sake will find it". (Matthew xvi, 25).

of £73,500 + 16 = £4,600. This
equity is held by the diocese and
administered by the Trust. Rent
at 6% per annum will be £276, or
£23 per month.

The total equity held by the
purchaser is the shell cost of
£22.400 plus the site develop-
ment cost of £2900 = £25300.
The Trust assumes the buyers
can get 90% mortgages; 90% of
house-owner's equity = £22,800.
Miras mortgage works out at 1%
per month: monthly repayment
= £228. Total payment made by
the family per month will be £23
+ £228 = £251.

A very rough guide to affor-
dability of housing says that
monthly payments for housing
should not be more than 3% of
annual salary. This means that
the houses are within range of a
family with an annual family

Continued on Page 94 P>
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COMMUNITY FOLLY

THE PARADOX of a property
slump that offers tens of thous-
ands of houses to people who
need but cannot afford them, or
the sight of thousands of empty
flats rising above the thousands
of homeless sleeping rough on
the streets of London, seems not
to have exercised the minds of
politicians of any party suf-
ficiently to make them do more
than utter platitudinous ex-
pressions of concern.

To attempt a fundamental
examination of the causes be-
hind the problem is something
beyond the will and wit of
government or opposition. We
should be grateful therefore to
John Muellbauver's The Great
British  Housing Disaster and
Economic Policy (Institute for
Public Policy Research, £7.50)
for having a stab at it.

Unfortunately there are lots of
important but secondary issues

By Geoffrey Lee

to cloud the picture - financial
liberalisation, the entry of banks
into the mortgage market, easy
credit, the blunder in the 1988
budget which delayed the
implementation of the restric-
tion on mortgage interest tax
relief until August, and so on.
These helped create the boom
that lead inevitably to the slump.

However, John Muellbauer
cuts through to the heart of the
matter: “Ultimately, it is the rise
in the value of the underlying
land that is the problem. Bet-
ween 1981 and the second quar-
ter of 1988 the price of an
average building plot, relative to
personal disposable income per
head in the UK, rose from 1.6 to
4.1 in England and Wales and
from 2.3 to 7.2 in the rest of the
South-East™.

«f From Page 93

income of £8,400. The purchaser
will need to find £2,500 deposit.
The manager then checks the
return on the diocese’s equity.
The Trust will handle all
administration, rent collection,
etc; for which there will be a
charge of 10% of the rent paid to
the diocese. The total rent paid
on the land at 6% of social value
= £4,400. The diocese receives
£4,000 per annum. The Trust
takes £400 per annum and
collects £23 per unit per month,
Since there is no subsidy of

any kind, and the diocese has

charitable status, there is no
automatic right to buy the land
equity. The Trust retains first
option on any house sale, valued
to take account of improvements.
For example, the first house
buyer could sell after two years,
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having made £2,000 worth of
improvements as valued at the
original building cost. Current
value is house + improvements,
multiplied by inflation calcul-
ated on building cost index and
not on fluctuating market value.
New value of house equity =
(£25300 + £2,000) + 12% =
£30,600. The buyer would have
paid off, say, £500 of his
mortgage capital, which gives
him an outstanding mortgage of
£22,800 — £500 = £22,300. The
present value of his house is
£30,600. His original deposit has
therefore grown to £8,300 from
£2,500. He has paid £2,000 in
labour and materials, and £500
capital repayment, giving a clear
profit of £3,300. The Trust has a
saleable asset at, say, £31,000.
And the diocese still owns the

land.

If you can see that you can
also see a solution - tax the land.
Mr. Muellbauer suggests taking
an imputed annual income of
4% of the site value and taxing it
at the standard rate (currently
25%). These values would be
indexed annually to local house
or land price indices.

Of course, putting a tax on
land would reduce its value so
affecting the following year's tax
intake. Unless land prices are
running at the high level of
general inflation (which is not
the case at the moment) then
your tax intake is going to fall
substantially.

A further disadvantage is that
a tax of 1% is not going to lower
land prices to any significant
extent. But dramatic results
would follow if you were to
impose a tax equal to the full
annual rental return. Land
would then have a nil value and
houses of similar construction
costs would sell at exactly the
same price in Mayfair as they
would in Maidstone or Mugg-
leswick.

Muellbauer wants to treat site
value rent as a private income
and tax it as such, but the whole
of the site rent was created
generally by the existence of the
community and in particular by
local and central government
expenditure on schools, roads,
hospitals, parks libraries etc.

The object of the exercise
should be to return to the com-
munity that which the com-
munity created. The rent of the
house, factory or office on a site
is a private income rightly due to
the owner of the building. The
rent of the site itself is a public
income and belongs to the
community.

This may not be a palatable
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