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Preface

The ‘built environment’ implies buildings of all types, transport
infrastructure, public utilities and other built structures and modifications
to the natural environment. Its development has a profound effect on the
provision of goods and services, and hence a considerable impact on the
standard of living. The scale, quality and distribution of built facilities
affects the efficiency with which producers of goods and services operate,
and the quality and shape of the environment in which we live. The
planning, design and servicing of built facilities has consequences for the
use of resources in their construction, maintenance and operation, and for
the values of comfort, convenience and appearance which they create, and
hence for achieved value for money.

Annual national expenditure on the built environment is substantial. It
has important consequences for the operation of the national economy and
for government policy for the economy. Governments seek to influence the
annual expenditure on the built environment, particularly that involving
government and other public funds, to influence the behaviour of the
economy. Private expenditure is influenced through monetary and fiscal
policy, while public expenditure is controlled directly through controls on
public capital and revenue expenditure. Clearly the exercise of such
controls has consequences for the scale and quality of the built
environment and for the value achieved for the resources used.

Most of the built environment already exists, but annual construction
modifies it and can make a profound difference over several decades. Once
constructed, built facilities may last for many years, sometimes for
centuries. Development is for the long-term future. Individual developers
can generally have little conception of the way in which their development
contributes to changes in the pattern of the built environment, or of its
economic and social consequences, which are only fully revealed when
examined in relation to the likely long-term economic and social changes
and built development in relation to it. Central and local government
(official) planning is concerned with the long-term future of the built
environment, and with the scale, quality and distribution most likely to
meet future needs for economic and social development.
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Economy implies not cheapness but using resources in the most efficient
and effective way to generate the greatest benefits. This book attempts to
provide a comprehensive analysis of the economic impact of development
and land use planning, from the economic and social consequences of
individual developments to those of national development on the operation
of the national economy. Consideration is given to the operation of the
property market and the consequences for private and public development;
to likely future changes in the context in which demand for built facilities
arise; to the issues for national development in the use of land and the
distribution of built environment, and its maintenance and up-dating; to
the planning, design, maintenance and management of individual built
facilities; and to issues and costs of official planning.

The book is based on the experience and research carried out by the
author over some three decades. It is addressed both to professional and
general readers who are concerned with the relation between development,
official planning and the economy.

I should like to express my gratitude to Professor M.C.Fleming, M.A.
(Oxford), Ph.D. of the Department of Economics in the University of
Loughborough, who was kind enough to read an early draft and who
made some most valuable suggestions. He is, of course, in no way
responsible for any shortcomings in the final result. I should also like to
thank my daughter, Elizabeth for her patience in typing and retyping the
drafts of this book and my wife for her forebearance while it was being
written.

P.A.Stone
March 1987



1
Introduction

The built environment is the term used to describe buildings and works,
and the other modifications which the human race makes to the natural
environment. Development and planning are the functions which create
and sustain it. Shelter costs most households, firms and other organizations
significant proportions of their income or revenue and creates a substantial
proportion of their wealth. Since developing and sustaining the built
environment is such a large user of resources and creator of wealth, it is
not surprising that these activities have a considerable impact on the
functioning of the national economy; it is clearly important that the
available resources should be used in the most beneficial way. Economy in
the use of resources implies not cheapness but value for money.

PART I

In order to appreciate how the need for development arises and is met,
how economy in development and planning can be achieved, and how
development interacts with the economy, some elementary understanding of
the science of economics and the working of the economy is helpful. This
book therefore starts with a brief introduction to economic concepts and
principles, and to the working of the national economy. Such a knowledge
forms part of the analytical tools useful in understanding the development
process and planning issues (Chapter 2).

In the private sector development arises from the demands of people and
firms operating through the property market. In the public sector
development arises from the need to provide the services required by the
public. To understand the forces affecting the supply and demand of the built
environment, it is necessary to analyse how the property market integrates
the demands for property and its supply, and the construction, financial
and other elements in the process. Such knowledge is necessary not only
for those who use and take part in the market but also for participants in
the planning process. The function of official planning is to guide
developers in the context of the wider needs of the community and
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government purposes. This cannot be achieved satisfactorily without an
understanding of how the market functions (Chapter 3).

The built environment is very durable, At any one time most of it already
exists; only marginal changes can be achieved in the course of a year. Even
single buildings can take several years to develop, while settlements and
communication facilities can take several decades to develop. Once
developed, built facilities may exist for many decades, even centuries. The
context for planning and development is future needs and resources -
decisions made today will affect the use of resources and the benefits
derived for long periods ahead. It is not possible to predict the future, only
to project the past to obtain a measure of the possible limits within which
future conditions are likely to lie. There is a need to know the types of
information available and the problems which arise in assessing the
existing situation, analysing past trends and projecting future ones
(Chapter4).

PARTII

The second part of the book concerns itself with the context within
which planning and development decisions are made. On the one hand, it
is necessary to examine the investment achievements in built environment,
the potential of the development industry, the existing stock and its
condition and the resources needed to sustain and improve it, and on the
other hand, the economic, social and technological factors likely to affect
future demand for the built environment and its supply.

Past trends in different types of development in the built environment
indicate how the stock has been built up and the current capacity of the
industry. The movement of prices provides some guide to changes in levels
of efficiency with respect to other industries and to the movement of real
costs. An analysis of the existing stock of the built environment and its
conditions in relation to measures of demand provides an indication of
current shortfalls and a starting point for assessing future demand
(Chapter 5).

Before an assessment can be made of likely future demand, it is necessary
to obtain some measure of the context in which the forces of demand are
likely to be operating. Projecting past trends to provide an indication of the
possible limits to future demand depends on the availability and quality of
the data. This varies from aspect to aspect. There are extensive statistical
data covering the scale, structure and geographical distribution of
population and a good deal more on employment, output and floor area
for industry and commerce.

Statistical data for social trends such as changes in life style and
consumer preferences are far less comprehensive. In some areas there are
few or no statistics to provide a basis for projecting the future. Some types



INTRODUCTION 3

of change can emerge over short periods with little early indication of their
development. Thus, it is difficult to project changes in fashion and
behaviour, and in technological development (Chapter 6).

PART III

The third part of the book deals with the developing built environment:
the trends in its growth and decline; the nature of its development and its
geographical spread; and the options and strategies available for its
control. The first two chapters in this section cover spatial issues, national
and regional distribution of populations and economic activities and other
major issues concerned with urban and rural development. The second pair
of chapters discuss the structure of settlements (the options available), the
economics of developing and operating settlements, their growth and
decline, and the economic and social consequences.

Because the human population and its activities are generally in a state
of change, their environment is subject to growth, decline and adaptation.
Settlements and their districts, regions and countries follow the fortunes of
their inhabitants. As comparable levels of economic activity and affluence
change, standards and scales of built environment change with changing
forms and modes of development; economic and social problems arise as
settlements prosper, expand or decline. Planning options range from
attempting to sustain existing patterns of development to following the full
indications of market demand. There is little agreement on whether
governments can plan national development more effectively than market
forces. In fact governments often attempt to sustain existing national and
regional patterns of development, or at least to modify the full economic
and social consequences of market-orientated geographical relocation of
population and industry. To this end a range of strategies have been
developed to assist in sustaining industry and commerce in areas of
economic decline and for discouraging movement to areas of rapid economic
growth. Such regional and congestion strategies are generally based on
financial and tax incentives, and forms of planning control (Chapter 7).

There are a large number of planning issues in addition to those
concerned with the broad geographical distribution of population, industry
and commerce. There is only space to deal with the more important in this
book; most centre around the use of land. A central issue is the spread of
settlements, with options relating to urban concentration, size of
settlements and their geographical location, giving rise to policies on
density, Green Belts, congestion, urban growth and decline, and regional
location. Changes in the nature of industry and commerce and the growth
of road transport has increased the demand for large open sites with easy
access to the trunk road system and the move out of the inner areas of
cities to their periphery and to out-of-town sites. Such moves may, for
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example, leave unwanted land in the inner city which tends to become
derelict, reduce the buoyancy of the centres of towns and add to urban
spread. Revival of the inner cities is proving difficult and expensive. Roads
are imbedded in the built environment of the city; expanding them to meet
current traffic loads is expensive both in resources and environmental
quality. Despite the slow population growth, the number of households is
increasing and with it the demand for additional dwellings. This again
leads to demands for urban spread, given the reluctance to develop in the
inner city. The pressure for growth is much greater in the south,
particularly the south-east, than in the north, where there is relatively more
vacant urban land and where urban pressure on the countryside is less. The
migration of population, and industrial and commercial activities to the
south-east, and the growth of importance of the Channel and East Anglian
ports, together with the switch of traffic to the roads, has created the need
for large scale road building. While the pressure on the countryside for
urban purposes is increasing, so are demands for its protection, giving rise
to a range of protective policies. The financial encouragement to farm
intensively is transforming the rural scene in ways which meet with
considerable disapproval as is the development of coniferous forests. These
and other planning issues are considered (Chapter 8).

Town development ranges from single buildings, through various types of
estate, to expanded and new settlements. Size, density, form, shape, and
other structural features affect initial and running costs, the way the
settlement functions economically and socially, and its appearance.
Options for settlement development range from villages to cities, from
separate buildings in spacious grounds to high density multi-storey
developments. Settlements can range concentric to dispersed, circular to
linear, continuous to clustered. Transport arrangements can vary from
mainly private transport to mainly public, the latter either road or rail
orientated. There are generally fewer options for town expansion than for
new settlements, the costs and benefits depending to an important extent
on the size and form of the existing settlement, and the potential of the
existing built facilities. The phasing and adaptability of settlements also
have important economic and social consequences (Chapter 9).

Settlements are generally in a state of evolution. Buildings, clusters and
even whole districts are gradually adapted or redeveloped to meet
economic and social demands. Settlements expand or contract as
population changes and the economy prospers or declines. Changing and
relocating the urban fabric can reduce or increase benefits, and may use
large amounts of resources. While town expansion generally eats into the
rural hinterland, it is generally easy to finance since it tends to occur when
the economy is buoyant and both private and public finance is available.
Town decline tends to create economic, social and administrative
difficulties. The effects of decline tend to be widespread rather than
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concentrated; many buildings become under-used, others become vacant
and eventually derelict; taxable capacity tends to decline faster than the
demand for services. Economic decline tends to be followed by a fall in the
standards of the built environment and in urban services. There tends to be
neither the demand nor the finance to redevelop, economic revival tends to
be equally difficult, and the economic, social and administrative difficulties
tend to increase with the scale of decline (Chapter 10).

PART IV

In the fourth part of the book the discussion turns to the economics of
the design and management of buildings and other urban facilities, and to
the techniques for the economic evaluation of designs, maintenance and
management procedures and planning options. Concern is with the values
of comfort, convenience and appearance obtained from the resources used.

The many issues to be considered in specifying and designing a built
facility each offer several options. The issues include the necessity of a new
facility against adapting the process or an existing facility to new purposes,
location, size, shape and form, flexibility, structure and claddings, lighting,
heating and ventilation services, and finishes and fittings. Each option has
its own initial and running costs, and offers different levels of comfort,
convenience and appearance. The costs and benefits need to be evaluated
and the balance of advantage for each option compared, to find which
offers the best value for money. A considerable amount of research has
been carried out into the relative economies of various options: some of the
results are given where they offer guidance on design economies
(Chapter 11).

The lifespan of a built facility depends on its physical qualities, the
maintenance of them and its flexibility and adaptability in meeting new
demands. During its life its fabric needs to be maintained, and its fittings
and fixtures repaired and replaced. Buildings need to be cleaned, lighted,
heated and ventilated, and their equipment serviced and operated. They
may need to be adapted or converted to meet changing requirements.
Carrying out these functions affects both the costs and returns from the
occupation and use of built facilities. Again there are many options both in
terms of building technique and in management: alternatives can be
compared to determine which offers the best value for money
(Chapter 12).

Building facilities affect not only their occupiers and users but create
costs and benefits for many groups within the community, that is the
external costs. Amongst those affected in addition to occupiers and users
are the local authorities, the public utility services, and the central
government and its agencies. The two main techniques for evaluating costs
and benefits to compare comparative value for money are costs-in-use and
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cost-benefit analysis. Broadly, the former is concerned with means to
achieve a given end and the latter with ends as well as means, attempting to
determine which option gives the best return for the capital expended. In
both methods the first step is to analyse the incidence of costs and benefits
to each interest group affected by the development (Chapter 13).

PARTV

The final part of the book is concerned with financial and planning
machinery, with an understanding of the context in which financial and
planning decisions are made, and with the economic and social
consequences.

Much of the national building fabric is inadequate for its purpose and
provides poor value for money, and there appears to be a large backlog of
maintenance work. The inadequacies of the stock tend not only to lead to a
waste of building resources but to a reduction in the efficiency of economic
activities and to social losses. While some of the poor value for money
reflects errors of specification and design, much of it arises from limited
vision in framing financial criteria and measures of taxation. Building
decisions in the private sector are affected by taxation, financial criteria
which give insufficient consideration to the consequences for the built
environment and in some cases to a shortage of finance. In the public
sector more importance tends to be placed on controlling public investment
and resource expenditure than on value for money (Chapter 14).

Official planning is the public watchdog over private and public
development. Its value lies in taking a comprehensive, long-term view of
the demands on the built environment and guiding developers towards
planning decisions which collectively provide the greatest benefits for the
resources used. In carrying out its function, it is necessary to project the
likely future planning context, to prepare strategies for future development
and to make judgements on planning proposals in the light of the proposed
long-term strategies. Clearly these functions and the additional work which
falls on developers in submitting and negotiating planning proposals have a
cost which can be set against the net gains from a rationalized system of
national development. If the official planning process is inefficient or
needlessly officious, it will add to costs and if it fails to judge demand and
the best way to meet it accurately, it will reduce the benefits (Chapter 15).

The final chapter summarizes the more important factors affecting
development and planning economy, and their relationships, and the issues
and options most in need of consideration.
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Analytical tools



2
Economic principles, and planning and
development

2.1
ECONOMIC SCIENCE

Economic principles are, broadly speaking, logical reactions to the
challenge of expending scarce resources to obtain a maximum return. Most
resources are scarce because they are limited, whereas demand for them is
unlimited. Producers and consumers will not generally give up more
resources than necessary, or give resources of a greater value than the
commodity exchanged. For the producer, the businessman, the return from
an economic activity is the money surplus or profit left after all the
expenses have been deducted from the price realized; this is generally
expressed as the return on capital. His object is to find the combination of
ends (products) and means (factors of production) which provides the best
return. The consumer measures his return in terms of the satisfaction
obtained for the time, energy or money spent. These are all limited in
amount and the consumer aims to obtain for them the goods and services
which gives him the maximum satisfaction.

As illustrated below, in practice an economic decision generally involves
balancing a number of factors which interact in a complex way. For
example, a choice between sites for a house involves comparing not just
prices and site areas, but its shape and soil structure and their effect on
development costs, the nature of surrounding property and location
relative to local services, and their effect on convenience, and the quality of
life.

Economic analysis commences with the simplest situation, other factors
being brought into consideration as the simpler ones are understood.
Studies of simple situations have resulted in general laws or principles as a
guide to decision. Frequently these can be expressed mathematically.
Actual situations can be analysed statistically to evaluate the constants in
the mathematical relationships which can then be applied to new situations
to provide a basis of decision. Because, however, economics is dealing with
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human reactions, mathematical relations are not immutable as in the
physical sciences. Economic laws are more akin to decision theory,
operational method and other decision techniques.

Micro-economic problems are concerned with comparatively simple
situations involving scarce resources and alternative ends, with operations,
firms and so on, such as the effect of increasing the labour force on a
development project, or increasing densities and raising prices. The effects
of changing one or two factors on a third are usually measurable and hold
good, at least in the short run. Macro-economic problems are concerned
with changes in the economy as a whole. Development and planning
decisions arise in situations in which the economy as a whole is changing.
For example, while housing demand is related to prices in the short run, in
the longer run the number of households, their incomes and patterns of
consumption, tax levels, availability of credit and so on are all changing.
While there may be satisfactory evidence of how pairs of factors are related,
other things being equal, there is generally less certainty of behaviour
patterns where many factors are changing. If house prices rise, for
example, fewer may be purchased; this is modified, however, if incomes
and the prices of most goods and services are rising or if there is an
expectation that general price levels will rise.

Clearly it is not possible in a short chapter to do more than introduce a
subject as large as economic theory. It is only possible to give the reader a
feel for economic analysis through discussion of some of the basic
economic principles used in evaluating the economics of development and
planning, and some elementary understanding of the way the economy
operates in relation to the development and servicing of the built
environment.

2.2
ECONOMIC RENT

Rent in economic theory, as opposed to rent as a payment for the use of a
building, can be defined as a surplus obtained for a factor of production
with a fixed supply. If the supply of free agricultural land was just
adequate and only just worth cultivating, it would earn no economic rent.
If the prices of output were to rise or the costs of cultivation fall, marginal
land, previously just not worth cultivating, would now be worth
cultivating. This marginal land would have no or only a nominal value,
while the land formerly cultivated would have a value in excess of that of
the marginal land relative to its greater potential output. Clearly a new
farmer would be as well off paying the value of the excess output as a rent
for the better land, as he would be with rent-free marginal land. Each time
cultivation is extended to a lower quality of land, the values of the grades of
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Figure 2.1 Value of agricultural land.

land previously cultivated will rise, yielding increased economic rents
(Fig. 2.1).

The values of urban land arise in a similar way to those for cultivated
land. Historically, settlements wusually started at a junction of
communications, at the crossroads, the most convenient place to do
business. As settlements expanded down each of the crossroads, successive
sites would be less well sited. A newcomer might have to decide between a
free site at the margin of the settlement and a site nearer the junction for
which he would need to pay the owner a rent representing the value of the
difference in potential of the two sites. Thus there would be a hierarchy of
sites commanding a hierarchy of rents equivalent to the comparative
advantages of each (Fig. 2.2). The occupier would be equally well off on
any site because the comparative advantages would be creamed off by rent.
The demand for the best sites exceeds the supply and enables the owner to
obtain a rent equal to the value of its advantages over freely available
marginal sites.

2.3
INCREASING AND DECREASING RETURNS

The returns on an operation can often be increased relative to cost by
optimizing the amount of factors used in production. A classic example is
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Figure 2.2 The relation between values of sites of development land and their
location on the junction of two roads.

the application of fertilizer to an area of land. A little might have no effect
but each additional unit of fertilizer might, up to a point, result in
increasing units of output. Eventually additional units would be likely to
add less and less to output (i.e. marginal output) and eventually average
output would fall (Fig. 2.3). As a result marginal and average costs would
eventually rise (Fig. 2.4).

Consider as an example the development of a site. Generally the value of
a site rises as the permitted density of development increases. Up to a point
the greater the floorspace developed on the site, the higher the value of the
development relative to the costs of development. However, generally
beyond a certain point, the more floorspace, the higher the cost of
constructing each additional unit of floorspace, while the value of each unit
tends not to increase and might even fall. This situation might arise where,
in order to develop more units of space, the number of storeys has to be
increased, unit floorspace costs tending to rise as more storeys are added,
while the higher floors might tend to command lower rents than the lower
ones. Thus returns tend to increase at first but eventually tend to fall.
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2.4
ECONOMIES OF SCALE

Economies of scale imply that unit costs fall as the scale of production is
increased; scale implies more than just an increase in output. For example,
doubling the labour force and other factors of production to build twenty
dwellings at a time rather than ten using the same methods would not
produce economies because there would have been no change in technique.
If, however, building twenty dwellings rather than ten justified the use of a
tower crane for materials’ handling, economies in labour and other factors
of production would be obtained. Economies of scale are thus obtained
when a larger scale of production enables a different and more efficient
technique or machine to be used. Clearly, to obtain the best results, the
scale of production must be large enough to utilize the machine at its
optimum level of output. As well as the introduction of machinery
increasing the scale of production might allow, for example, the bringing in
of better management, perhaps a full-time supervisor; it might be possible,
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in addition, to subdivide the work so that full-time specialists are employed
on each type of operation.

2.5
PRICES AND DEMAND

The price a consumer is prepared to pay for a commodity depends on how
far his appetite has already been satisfied, an assessment of future
satisfaction from further units of a similar kind and of those from other
uses of resources. For example, each household needs a dwelling, a second
dwelling can be convenient and enjoyable but each additional further
dwelling is likely to bring less satisfaction. The lower the price of
dwellings, other things being equal, the more each household might
purchase. The demand price for units of a commodity available at the same
time is the price at which it is just worth purchasing. The total quantity
sold depends on the price asked (Fig. 2.5).

While all purchasers normally have to pay the same price for an identical
commodity sold at the same time, in the same market—the ‘market price’—
the satisfaction obtained by each purchaser will vary. Some will place a
high value on a dwelling of good quality and location, others will be
prepared to sacrifice the standards of their dwelling for cars, boats, holidays
and so on. Individuals each have their own scale of values and will aim to
use their resources to obtain equal satisfaction from the final unit of
resource spent in each direction. This is described as obtaining equal
marginal utility. If this is achieved purchasers obtain maximum satisfaction



14 ECONOMIC PRINCIPLES, AND PLANNING AND DEVELOPMENT

Price-cost per unit

'l

Quantity

Figure 2.5 Demand and supply curves.

from resource usage, not only resources used to purchase goods and
services but those used to invest and to retain as residual cash.

In the business sector the way in which demand varies in relation to
prices charged for a commodity is related to the contribution the
commodity makes to the surplus of receipts over expenditure in relation to
capital employed. For example, additional working space will be purchased
or hired if the total costs of the operation are sufficiently lower than the
expected revenue. Expected rates of return on capital can be estimated for
possible new ventures. Ventures for which the expected rate of return is
less than the borrowing rate would not be undertaken. Market prices will
be determined by the sum of the demand schedules of each producer.

2.6
EQUILIBRIUM OF NORMAL DEMAND AND SUPPLY

When factors of production used in conjunction with a fixed amount of
plant and management reach the amount at which marginal output falls
(Fig. 2.3), average and marginal costs rise, marginal costs starting to rise
when marginal output falls (Fig. 2.4). In the long run, producers will not
generally increase output at a loss. Losses occur if the market price is less
than the cost of production, so each producer tends to limit his output at
the point at which his marginal costs are at a minimum (supply curve S'S’)
and equal to market prices (demand curve D'D’) (Fig. 2.5). If a producer
increased his output by a further unit, costs per unit would rise above
market price and there would be a loss; if he produced less, profits would
be reduced because market price would have been above his marginal costs
of production for the marginal units. Thus producing output (Q) up to the
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point at which marginal costs are at a minimum (P) and equal to market
prices (P) gives the best return (Fig. 2.5). If a producer has a monopoly of
supply or can combine with other producers to control supply (possible
only if the number of producers is limited) supply can be held at a point at
which market price was higher than marginal costs, so securing higher
profits.

Of course, if purchasers raise their valuation of a commodity and
collectively increase their demand (DeDe), they tend to bid up the price to
secure their needs; the higher the level of demand at a fixed level of supply,
the higher the price tends to be (P’ for Q). Prices tend to be raised at each
level of demand (DeDe). If there is no change in costs, producers’ profits
rise. This tends to stimulate a higher rate of output from existing and new
producers until a new equilibrium is reached between marginal costs and
prices. Similarly if demand falls, prices tend to fall, profits are reduced and
output is cut back until a new equilibrium is reached. Marginal producers
cease production.

2.7
COSTS OF PRODUCTION

In the long run producers take into account all costs together with an
allowance for normal profits. These are estimated to cover the cost of their
own capital and sufficient to make it worthwhile to incur the risks of
production and marketing.

Costs can be divided into prime costs and overheads. Prime costs are the
variable costs, those which vary directly with output—generally for labour
and materials. Overheads arise from the costs of plant, management and
credit, and are fixed in the short term. In order to reduce costs for a level
of output beyond the optimum level for existing plant and management,
the scale of production has to be changed with a larger and different
combination of plant and management. Overheads tend to rise but so does
productivity, so that marginal costs do not rise so rapidly as before. The
best returns, therefore, are obtained at a higher level of output (Oe at Pe)
than formerly (Fig. 2.5). Thus the supply curve is shifted to the right in the
same way as the demand curve would be shifted if demand increased.

2.8
MEDIUM-TERM PRICES

In the medium term it might pay a producer to continue with his level of
production even when the price does not cover costs plus normal profit and
overheads cannot be reduced in the same period. For example, a building
contractor cannot instantly dispose of surplus plant and buildings, nor
dismiss surplus staff; the shortage of orders might be expected to be
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temporary, making it worthwhile to maintain capacity. In these
circumstances prices might be tendered below costs, since any excess over
prime costs would make some contribution towards the overheads. On the
other hand, when work is plentiful and enquiries exceed capacity, prices
for some contracts might be quoted higher than necessary to cover costs
and normal profits. If this situation becomes general throughout the
industry, contractors expand and new ones are formed until capacity and
demand are once again in balance and competition forces prices back to a
level which yields normal profits.

2.9
SHORT-TERM PRICES

Short-, medium—and long-term market conditions vary with the nature of
the commodity produced. At one extreme, short term might imply a day or
even less. For example, perishable commodities such as fish, might have to
be sold within a few hours or destroyed. Initially the seller aims for a price
which covers all costs and provides a normal profit. If demand proves to be
greater than supply the tendency is to raise prices and obtain above normal
profits; if demand is less, prices are lowered in an effort to clear stocks
which otherwise might be valueless. In the light of experience the seller
adjusts the volume to take to the market on the next occasion but this one
individual cannot alone affect the market price. Eventually, however, there
is a knock-on effect to the producers who themselves have to sell at prices
which do not cover all the costs, including normal profits and who adjust
to changes in market demand as indicated above.

At the other extreme supply might be more or less fixed; for example,
the supply of Tudor houses and sites suitable for development in the
central business district. In the short term the supply of most buildings can
only be increased or reduced marginally since annual output is only about
2% of the stock. As well as new stock there will generally be a part of the
existing stock on the market. If demand for a type of building declines, it
takes some time to adjust supply to demand. Prices tend to fall, yielding
lower profits or losses, output tends to decline as marginal producers go out
of production and if stocks are high enough, production might cease. While
buildings are not perishable if weather-tight, there is a holding cost which
broadly amounts to the cost of credit tied up in the building and costs of
servicing the building. It pays to accept a reduction in the price for a quick
sale if this is less than the holding cost.
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2.10
PRICE AND INCOME ELASTICITY

The relationship between price and supply can be expressed more precisely
through the concept of price elasticity: the percentage change in the
quantity demanded in relation to the percentage change in price. Demand
is said to be elastic if the percentage quantity demanded increases more
than the percentage fall in price, and inelastic if percentage demand
increases less than percentage fall in price. Measures of elasticity can be
estimated from past levels of price and demand. Demand is generally elastic
for commodities with close substitutes and inelastic for those for which
there are no alternatives. For example, demand for use of a toll-bridge
where there was no alternative route would tend to be inelastic, while that
for a toll-road connecting the same towns as other roads would tend to be
elastic.

The concept of income elasticity expresses changes in demand relative to
changes in income. Again income elasticity can be estimated from past
experience. Generally income elasticity is low for necessities and high for
luxuries. As a result as incomes rise, proportionally less tends to be spent
on food and other necessities, and increasing amounts on higher quality
housing, transport, leisure and other luxuries.

2.11
AGGREGATE NATIONAL DEMAND

Aggregate national demand depends on consumer spending, private
investment, public consumption and investment, and net overseas demand.

Consumer spending tends to depend on earnings, pensions and other
investment income, social payments, the rates and forms of taxation, and
the incidence of savings. The proportions spent and saved tend to depend
on expectations about future prices, income and demand. Consumers may
try to beat price rises by purchasing ahead but they may save more in
periods of rising prices in order to maintain real savings.

Private investment tends to depend on business confidence in the volume
of future demand and on expectations of future prices, costs, rates of
taxation and interest. The higher taxes and interest rates are expected to be,
the smaller the volume of investments likely to be accepted as viable.
Investment other than labour-saving investment, tends to be damped by
expectations of rising labour costs and lower prices.

Public consumption and investment tend to depend more on political
than economic factors. Public investment is only a part of total public
expenditure and tends to be easier to control than public consumption.
This is because investment generally involves contracts to firms which are
of limited duration and can be curtailed or cancelled or not offered.
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Reducing public consumption generally involves changing laws and
reducing staff, both of which are difficult. Public expenditure is financed
through taxation, borrowing, sales of government assets and creating
credit. The first three of these factors all tend to reduce the money available
for private consumption and investment, while creating credit tends to be
inflationary. Inflation distorts the economy, reduces the value of incomes
and savings, and tends to be self-perpetuating.

Overseas demand depends on such factors as prices, quality and
reliability of delivery. If home labour costs rise or quality of work and
productivity decline relative to other countries, raising relative prices,
exports tend to fall and imports to rise. In such a situation rising home
demand may have a greater effect in increasing imports than in increasing
home employment.

2.12
NATIONAL INCOME AND THE MULTIPLIER
EFFECT

Increases in employment and rises in productivity generate a larger
national income, a larger supply of goods and services and an increase in
demand. Additional economic activities create a demand for additional
labour, materials and plant, creating additional employment and incomes.
This in turn creates more demand, employment and incomes and hence yet
further demand until the initial effect is exhausted. This is known as the
multiplier effect. It provides the basis on which governments are advised to
spend their way out of a recession, that is a period when demand is less
than the capacity of the economy and resources are idle.

To increase total demand orders can be placed for commodities which
cannot easily substitute for those already being produced, such as
additional public housing, public health and education buildings, roads and
other infrastructures. If the money to pay for these goods is taken through
taxation from existing incomes, the demand for other commodities already
in the economy tends to decrease, but demand increases as incomes from
the additional employment are spent. Of course, if the unemployed are
being supported by social security, the net cost of providing them with jobs
is reduced by savings in social security payments, but equally their
additional incomes and hence spending are reduced by social payments no
longer received, reducing the multiplier effect.

This is a very complex subject and only a greatly simplified account is
possible here. However, since aggregate national income and government
economic measures have a large influence on demand for built
environment and on its quantity and quality, it is a subject central to
development and planning economy.
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2.13
PUBLIC AND PRIVATE INVESTMENT

Public investment is as necessary as private investment. Without it public
goods, broadly those for which a direct market price cannot be levied,
would not be provided. While public investment generally does not yield a
cash return on the capital expended, it can provide an economic return to
the community. This can take the form of savings on operating costs to the
public service, to firms and the rest of the community and the enhancement
of the standard of life. For example, the costs-in-use, that is the equivalent
costs of construction and servicing (Chapter 11), of a reconstructed road or
school might be less than those of maintaining an old one; the provision of
a new road might reduce transport costs to firms and private persons; a
new hospital or swimming bath might add to personal satisfaction.

If the services which result from an investment produce either a revenue
from leasing or sale, or a saving in the public service comparable with the
cost of servicing the capital and operating the investment, no additional
public revenue need be raised. (Public investments tend to have long lead
times and it may be some years before returns are obtained.) There is in
this case little difference in the effect on the economy between public and
private investment. Where an investment yields social benefits, for which a
charge cannot be made, additional public revenue is needed to service the
capital borrowed and to operate the service. In some cases the benefits may
take the form of savings to the business economy providing in aggregate a
fund for meeting additional taxation. Many investments in the built
environment are of a form with potential for creating revenue or generating
savings.

Financing public investment through borrowing tends to reduce the
capital available for private investment or, by stimulating increased
savings, to reduce consumption. If it increases the demand for savings, it
tends to result in higher interest rates and to reduce the volume of
worthwhile private investments.

Private investment depends on the business ventures available which
offer a return on capital compatible with the rate of interest and the risks
of the venture. The return has to be large enough to cover the risk of
failure based on past experience, adjusted in relation to current
expectations about the state of trade, labour relations, prices, government
regulations and policies, and so on. Hence the lower the rates of interest
and the greater the confidence in future conditions, the more private
investment is likely to be undertaken.
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2.14
GOVERNMENT AND AGGREGATE NATIONAL
DEMAND

Additional investment as indicated above tends to increase aggregate
national demand through the creation of more employment, incomes and
demand; the total effect being much larger than the additional investment
(the multiplier effect). A distinction must be made, however, between
increasing the capital stock through investment and increasing the level of
economic activities. The latter will have a continuing effect on employment
and incomes, while the direct investment effect may be limited to the
duration of its development. In such cases in order to maintain the effect on
aggregate demand and employment it would be necessary to maintain the
level of investment throughout the period to be affected. It is generally
agreed, however, that much of the new activity stimulated by the
consequences of public development will continue after the original
stimulus is withdrawn.

It is usually advocated that public investment should be increased when
aggregate demand is below the level necessary to sustain full employment.
Problems arise, however, because the effects do not take place immediately
and continue beyond the investment period. If, in the meantime, economic
activity increases for other reasons, the economy might be over-stimulated
with inflationary consequences. Measuring what is happening in the
economy and projecting the future is difficult. Investments in hospitals and
public baths, for example, give rise to operating costs, so that public costs
are increased over the investments and hence well beyond the period during
which additional demand may be required. It is neither easy nor necessarily
satisfactory to use investment in the infrastructure as an economic
stimulus. Some developments may even result in social and economic loss
to the community, but investments which result in increasing economic
efficiency and reducing product costs relative to those of other countries,
tend to have a permanent effect in increasing economic activity and
aggregate economic demand.

The general proposition that demand declines as price increases is
appropriate to most commodities, including labour costs and rates of
interest. Labour costs rise not only because wage rates are increased
beyond increases in productivity but also as a result of government
employment regulations and taxes on employment such as social
insurance. It is now thought that wage levels fail to fall with large numbers
of long-term unemployed because they are not in the effective labour
market. Some believe that boosting the economy will do little to bring the
long-term unemployed back into work unless they are first retrained.

Rates of interest tend to rise as a result of inflation, declining
international exchange rates and increases in borrowing. Rising labour
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costs tend to result in home-produced goods becoming more expensive
than overseas goods with the result that exports tend to decline and
imports to rise. Such movements tend to reduce the world value of the home
currency (i.e. the international exchange rate) but international borrowing
is now on such a large scale that the financial consequences of it, may have
more effect on international exchange rates than the exchange of goods and
services. As a result the home currency may not fall enough in world value
to offset sufficiently the rise in home prices and so assist exports and damp
down imports.

Many of the factors affecting aggregate demand are difficult or
impossible for governments to control, for example, wage rates and
overseas exchange rates. Other factors have undesirable as well as desirable
effects. For example, while borrowing overseas does not immediately affect
investment and consumption at home, and if investment at home raises
aggregate income, it also tends to raise the value of home currency
resulting in exports becoming more expensive and imports cheaper. In the
longer term, meeting the interest on the loan and eventually repaying it,
has the reverse tendencies. Determining the best balance between rates of
tax, interest and overseas exchange is difficult: achieving them even more
sO.

2.15
EXTERNAL COSTS

By external costs is meant, not overseas costs, but costs (positive or
negative) external to the principal in a transaction. It is necessary to
distinguish between costs and benefits to persons, firms, public bodies and
the community. In making decisions, developers, purchasers and tenants
take account of the costs to themselves but ignore (in fact rarely know) the
costs borne by others, the external costs. This applies equally to private and
public developers, and users of buildings and works. Most developments
create some costs to the community at large which arise from the incidence
of such things as noise, fumes, dirt, loss of light, privacy and traffic
generation. External costs arise to central and local government for
servicing a development and to firms, public enterprises and individuals
from the inconveniences created and the costs of trying to avoid them. It is
not always easy to estimate external costs and usually there is no
machinery to enable the costs to be transferred back to the developers and
users of the development.

External costs are an important factor to be considered in planning and
planning control. Cost—Dbenefit studies analyse how the costs and benefits
arise, who is affected by them and how large they are (Chapter 13).
Developments creating excessive external costs can be rejected or modified.
While private and public enterprises try to maximize returns to themselves,
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governments, both central and local, as agents of the community, have a
duty to take a wider view. Very detailed cost—Dbenefit analyses have been
made for some government developments, particularly in the case of roads
and some other transport developments (Chapter 13).

2.16
ECONOMIC TOOLS FOR PLANNING AND
DEVELOPMENT

In the final analysis, development and planning decisions are economic and
social decisions which affect not only local firms and individuals but
national well-being. On the one hand, development and planning decisions
affect national output and resources, and on the other hand, national
output and resources affect both the demand for built environment and the
resources available to develop and maintain it. It is therefore necessary to
have some grasp of the economic principles which underly economic
decisions. Economic concepts and principles are largely commonsense and
applied intuitively in reaching decisions by both organizations and
individuals. Complexities arise when several principles need to be
considered at the same time, when they are in conflict and when there is
some uncertainty as to the relative importance to be attached to each. The
value of a formal approach lies in the deeper understanding which this
provides in analysing the problems and providing a logical basis for
decision. Readers requiring a more complete account than is possible here
should refer to an economic textbook [1, 2].
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3
The market for land and built environment

3.1
DEMAND FOR THE BUILT ENVIRONMENT

The demand for the built environment arises from human activities
requiring shelter and developed operational space. People form households
and require dwellings and a large range of goods and services.
Organizations, both public and private, supplying goods and services
(directly or indirectly) require shops, warehouses, industrial buildings,
offices, health, education and other social buildings, transport and other
public utility facilities (Fig. 3.1). Thus initially demand depends on
population and its economic and social activities. By far the greater
demand for the built environment is met from stock. Additional
development arises where the stock of suitable built facilities at required
locations and in relation to price is not available. The shortfall may be met
by new buildings or by rehabilitation and conversion of existing stock.
Some obsolete facilities may be demolished.

The annual demand for development is small in relation to the demand
for built facilities; generally only about 2% of stock (Fig. 3.2). The scale of
annual demand for development depends on a large number of economic
and social factors related to the scale of economic activity, financial
conditions and client preferences. These will be discussed later. The current
level of aggregate demand for each class of property depends on activities
in the appropriate field. For example, in recent times the demand for
offices has increased, reflecting growth and changes in service industry,
while demand for shops and cinemas has declined. The higher the costs of
new facilities, the more likely is the client to make do with existing ones,
particularly when confidence is low. While new development can be
postponed for several years, eventually changes in activities, techniques and
locations, and growing obsolescence creates an urgent need for new
development. Because of the scale of existing stock, demand for
development fluctuates more than the demand for built facilities.
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Figure 3.1 Generation of demand for built facilities.

3.2
CLIENTS

The starting point for examining the market for land and the built
environment is the client. It is necessary to consider who the clients are, the
nature of their demands, the basis of their evaluation and how they
influence demand.

The users of the built environment are heterogeneous. They include the
occupiers of land, buildings and other built facilities, visitors to them and
all those members of the public who pass by, live adjacent to or pass over
them. In the private sector buildings’ occupiers, whether owners or tenants,
are direct clients for land and buildings and can affect demand through
their offers to purchase or rent. Occupiers in the public sector concerned
with commercial operations are to some extent in a similar position but
those in the non-commercial public sector do not usually enter the market
directly; the provision of buildings being the responsibility of the
administrations of the organizations of which they are a part. Visitors to
buildings in the commercial sector are generally customers purchasing
goods and services, a category which includes shoppers, audiences,
members of clubs, students and patients. They can influence the form of
building demand through their patronage of the occupiers. The third group,
the general public or the community are affected by the built environment
through its appearance, convenience and through the way its use generates
noise, fumes, traffic and other nuisances. The community can influence
development demand indirectly through political action influencing the
official planning process, and through influencing government fiscal,
monetary and regional policies.
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Figure 3.2 Market for built facilities and development.

3.3
OCCUPIERS

Occupiers, whether tenants or owners, are concerned with annual
costs. These include the rent or its equivalent to the owner, rates, other
costs of servicing the property and certain costs of operating within it.
Some occupiers obtain public assistance towards these costs in the form of
subsidies or tax relief. Annual costs can be related to some measure of the
capacity of the property such as floor area, rooms, work spaces or beds, to
provide a basis for comparing the costs per unit capacity of one property
with another and some measure of the value of the property to the
occupier. The total annual costs, the costs-in-use [1] that is the amortized
equivalent of the capital costs, together with the running costs, depend to a
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large extent on the volume and design of the property and are within the
control of the developer and hence indirectly of the first occupier. Rates,
taxes and subsidies depend on central and local government policies. They
can affect demand for property nationally and, where they vary from one
area to another, locally. Their incidence may also influence design and
servicing.

Private non-commercial occupiers, mainly households and charities, are
concerned with occupation for shelter, personal satisfaction and investment
potential. Benefits are valued in terms of personal satisfaction from
appearance, comfort and convenience. These are subjective and difficult to
evaluate in money terms (Chapter 11). The more they are valued the more
will be spent on acquiring and running the property relative to the
occupiers’ wealth and income. Generally the higher the income the more
will be spent on housing and the higher the standard demanded. On
average in western societies households spend about one-fifth of their
incomes on housing, including rent and rent equivalent, and running costs.
The proportion does not necessarily increase with income although the
absolute amount usually does. In the case of charities the actual occupier
does not generally bear the cost; costs are borne by the charitable
organization which might not experience the benefits directly. This division
increases the difficulties of comparing costs and benefits.

Private commercial occupiers are concerned less with the property for its
own sake and more with the buildings as a factor of production. The
buildings or works are required to provide shelter and an acceptable
environment for a production process, whether for goods or services. Their
value lies in the way they function in relation to the productive process and
how they affect its costs. It is worthwhile increasing the costs-in-use of the
building if the extra costs are less than the saving in direct production costs
(Chapter 11). Clearly the lower the value of the goods and services
produced and the lower the value added by the process, the lower the
building costs which can be afforded or are worth incurring. For example,
at one extreme, the handling of waste products, wrecked cars and raw
materials such as coal, sand and gravel generally takes place in the open air
or in old, cheap premises, obsolete for most other purposes. At the other
extreme, head offices for banks and oil companies are usually high quality
and expensive. Nevertheless, even though turnover and value added per
unit output are high there is still some limit on the property costs worth
incurring. The buildings are not usually gold plated and even firms
producing high added values are amongst those moving out of the high
cost central areas, at least for some of their activities. Of course, a large
proportion of the cost of a property in the central business district of a
capital city arises from the site and property tax rather than the building
itself.
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Public commercial occupiers are public corporations and other units
which operate as commercial organizations. They tend to regard their
buildings as a factor of production in the same way as private commercial
occupiers. Where, however, they enjoy a monopoly in their field of
production, for example the Central Electricity Generating Board, they are
under less pressure to obtain the most economic building because they can
meet additional costs of production, up to a point, by raising their prices.
Often public commercial undertakings receive subsidies which may be used
partly to obtain higher standard buildings than would otherwise be
possible.

Public housing occupiers are in a somewhat different situation to private
owner-occupiers. The product is the housing service itself and competes
with private housing whether for rent or purchase. As indicated above the
occupier judges value for money in terms of satisfaction from appearance,
comfort and convenience as against costs, an important element of which is
rent. The landlord needs to know the potential tenants’ likely evaluation
and the rent they would be prepared to pay, in order to determine demand
for different types of dwellings. Of course, public housing is frequently
subsidized both in general and in relation to tenants’ means and its supply
may be restricted to tenants satisfying certain social criteria. Subsidies
increase value for money to the tenants, reduce tenants’ preference strengths
and hence distort market demand and market guide to potential tenants’
preferences. Public housing shares with public non-commercial building a
separation of those commissioning the building, meeting the costs and
obtaining the benefits; often the agents responsible for servicing the
dwellings are separate from those developing them. The separation of
responsibility weakens the incentive to provide good value for money. The
occupiers of private rented housing are also affected by market distortions
but these arise from government rent control rather than subsidies.

Public non-commercial occupiers such as the staffs of schools, hospitals
and public offices do not have a market for their products. There is no
revenue from the operations against which to judge the benefits derived
from the properties. The costs incurred in producing the service are not
constrained by sales revenue but only by grants and subsidies. There is no
market indication of clients’ preferences. Costs are often difficult to
identify because they are charged to administrative accounts which bear
little relation to function. While benefits of occupation could be analysed in
terms of appearance, comfort and function, it is often difficult to identify
the occupier to be considered. The property exists to provide a service to
pupils, patients, audiences and so on—transient groups difficult to consult.
The lead-time for public buildings is often so long that the staff available
for consultation and the technology in use at the planning stage have
changed by the time the property is ready for occupation. Planning and
design decisions are generally taken by administrators and designers who
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will neither use the property, nor meet its costs. Market constraints are
replaced by administrative constraints, often cost targets based on past
results. Because capital and revenue funds are obtained from separate
sources, cost targets usually only relate to initial costs and there is no
guarantee that revenue funds will be available to operate the service in the
way it was designed to function or even at all (Chapter 14). Such
administrative procedures tend to result in higher costs, in a waste of
resources and in reducing the quantity of properties which can be financed.

3.4
OCCUPIERS’ COSTS

As indicated above occupiers’ costs include rent or its equivalent, running
costs and costs arising from the effect of the planning and design of the
building on operating within it.

Rent is determined by the supply and demand for the type, style and
location of the property. In the short term a rent which covers the
landlord’s current expenses, that is his prime costs, is worth considering; in
the longer term the rent would also need to cover the annual equivalent of
the price the development would fetch on the market. In the very long term,
properties will not be developed if the expected rents will not cover the
annual equivalent costs, that is the amortized costs of land and
development, annual expenditure and a profit commensurable with the
risks. Some occupiers prefer to own their properties rather than rent them.
The capital cost incurred is either the cost of acquiring a site and
developing a building (to be considered later in Section 3.10) or the
capitalized value of expected future rents. The relationship between rent
and capital value depends on the rate of interest (or discount), the expected
future economic life of the property and expectations about future changes
in rents.

The seller’s rate for capitalizing rent may be different from the cost of
servicing the capital to the purchaser. Expectations about future events,
investment opportunities and the incidence of taxation may reduce the
expected cost of servicing the capital cost to the occupier relative to the
rent he would expect to pay. On the other hand, the occupier may not be
able to raise the capital or prefer to have the ability to invest more in other
directions, for example in his business. The effective real rate of interest
may be considerably below the nominal rate. For example, an inflation rate
of 5% would reduce a nominal rate of interest of 12% to a real rate of
about 7%. In the business sector rents and interest are charged against
profits, reducing the effective costs by the rate of taxation the business
pays. The lower the rate of interest (or discount) the greater the capital
equivalent of the rent and the more important the expected future
economic life of the property (Fig. 3.3). For example, the capital equivalent
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Figure 3.3 Capital value per unit of annual value.

at 15% is about 6.6 times the annual payment and this factor increases
little after about 45 years, while at 4% the factor is about 24 times and
increases little after 80 years.

The annual running costs include rates, maintenance, heating and
ventilation, lighting, cleaning, insurance and administration. The costs vary
according to the type of property and the type and situation of the building.
Rates are likely to be particularly variable, depending on the current rental
value, itself being considerably affected by location. Other costs will vary
mainly according to the design, layout and use of the property
(Chapter 11).

Operation costs depend on the nature of the operation carried on in the
building but are also affected by the layout and design of the building
(Chapter 11).
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3.5
MARKET DEMAND

Market demand for properties depends in the first place on the demand for
goods and services to be produced or generated by the use of their
facilities. Other factors include the availability of finance to rent or
purchase them. For new facilities demand depends in addition on the
potential of the existing stock and on the availability of land, developers
and appropriate finance. The incidence of demand varies with the type of

property.

3.6
HOUSING

Housing need depends on the formation of households by structure and
number. Demand depends on need and the ability to meet housing cost.
Often the scale and distribution of households does not match the
distribution of dwellings. Even if the number is adequate, the dwellings
may not be in the locations in which they are required, or of the right size
and quality. The greater their incomes, the more households generally will
be prepared to pay for their housing and the less they will be prepared to
compromise on size, quality and location. Their demands will be reflected
in the rents and purchase prices they are prepared to offer. In the public
sector greater national affluence usually results in political pressure for
better housing. When the economy is buoyant, incomes tend to be
increased and migration at its highest, tending to push up the demand for
dwellings.

House purchase is generally financed on borrowed money. The amount
which can be borrowed depends on the size and stability of the borrower’s
income and hence the ability to service the loan. In Great Britain mortgage
finance is provided mainly by building societies and to a smaller extent by
banks and insurance institutions. In some countries the main agencies are
housing associations. Whether sufficient funds flow to institutions
providing mortgages depends on how their rates of interest and conditions
for lenders compare with those of other saving institutions. Although
substantial funds flow back to lending institutions as mortgages are repaid,
such funds are not usually sufficient to finance new mortgage demand
especially when property prices are rising, when additional funds are
required even to finance the same number of mortgages. The number of
mortgages demanded fluctuates, but it tends to rise as more households
aspire to house ownership. When the funds available are below demand,
mortgages are rationed both in number and in size in relation to the cost of
the dwelling. This has a number of consequences. It tends to dampen prices
and to increase the difficulty of obtaining mortgages for poorer property
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and by borrowers with smaller and less secure incomes. Generally this
results in fewer and smaller mortgages for first time borrowers. While
lending institutions often try to favour such borrowers, a balance between
new and existing borrowers is necessary since the availability of a flow of
existing dwellings for sale depends on the provision of mortgages to
householders moving up-market or to new locations.

While the demand for dwellings, including new dwellings, depends on
the availability of mortgage finance and the ability of purchasers to service
the mortgages, the supply of new dwellings is affected by the finance
available to developers. This is generally provided by banking institutions
rather than mortgage institutions and depends on the availability of finance
to the banks, mainly current and deposit accounts, and on other demands
on bank finance. Hence the development and sale of dwellings depends on
the availability of two types of finance, supplies of which may not move
together. The supply of dwellings for sale is increased by the sale of
dwellings in the rented sector. In Britain, tenants of public authority
housing can generally purchase the dwellings they rent at a considerable
discount and large numbers have indeed been purchased in this way.

Demand for rented housing depends on such factors as household
incomes, the comparative financial returns from purchasing and renting,
availability of personal capital and credit, expected duration of residence
and the supply of property. Mortgage payments are usually greater than
rents because they are generally repaid over comparatively short periods.
The financial returns depend on the incidence of taxation, subsidies and
rent controls. Payments for housing do not usually count as an expense for
tax purposes but a tax allowance is given currently in Great Britain on
mortgage interest which reduces the cost for those without corresponding
investment interests. Capital gains on the principal dwelling are currently
not taxed in Great Britain. Publicly provided housing is usually subsidized,
substantially reducing the cost to the occupier. Private rented dwellings, at
least those at the cheaper end of the market, often have controlled rents,
reducing costs below market level. Tenants with rents below market prices
tend to be reluctant to move, reducing the mobility of this sector of
households.

Rent controls tend to reduce the returns to the owners of the property
below market levels and hence reduce the market value of such dwellings.
Investors who purchase at such prices can generally obtain a fair return on
their capital, but those who are owners at the time controls are imposed or
increased are likely to incur real losses on selling. Legislation on rented
property tends to reduce the amount of property available for letting. Often
the capital value of a rent-controlled house is less than the cost of a
replacement. It is not surprising, therefore, that where dwellings are subject
to rent control and to secure tenancy, there is little building for the private
rented market or that existing ones are sold off when the opportunity
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occurs. In such circumstances the amount of private rented housing tends
to be inadequate to meet market demand unless the shortfall is made good
by public authorities or housing associations supported by subsidies or tax
allowances. Controlled rents are often too low to support adequate
maintenance, resulting in a deterioration in the stock.

Public housing is allocated according to criteria related to social need.
Supply is often well below demand. Generally there is little opportunity to
move to another dwelling in the public sector. As a result tenants in this
sector tend to be immobile. Despite short supply and subsidized rents,
some property is difficult to let, particularly high density flatted estates.
The range of standards and forms of housing tend to be limited for those at
the lower end of the market. Rents tend not to reflect perceived differences
in standards, forms and locations, and little opportunity is provided for
tenants who place a high value on housing services to bid for higher-quality
dwellings. In the absence of market operations within the public sector, and
effective substitutes, there is little indication of the preferences of potential
tenants. Decisions on design and location are mainly taken by the sponsors
and their officials. There are many reports of technical and social failures,
resulting in the need for extensive maintenance in an atmosphere fostering
vandalism and crime, and in some cases demolition (Chapter 5).

3.7
COMMERCIAL PROPERTIES

The term ‘commercial properties’ is intended to include commercial and
industrial properties of all types used for the production of goods and
services in the private sector or for the market in the public sector. Market
demand depends on confidence in future demand for the goods and
services themselves and market conditions. There is a demand for new
premises in declining as well as growth sectors of the economy. Demand
arises from changes in methods and scales of production and distribution,
and in location. New and expanding firms and organizations require
additional premises. The production of new products and new activities
can generally be pursued more efficiently in new or remodelled premises.
Migration of customers and changes in location of factors of production
often entail new locations for the suppliers.

In this sector firms increasingly rent rather than own the property they
occupy. Some firms do not have the capital or credit to purchase or develop
their premises, or prefer to use it to develop their business. Often firms
already owning their premises sell to investors in order to release capital,
leasing the property back. Firms requiring premises frequently enter into
leasing arrangements with a developer. After development or remodelling
the developer may sell to a property investor, but investors usually require
property for which there is likely to be long-term market demand so that
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there is a reasonable opportunity to relet or sell if required. Generally,
demand for premises in this sector is better informed and more selective
than for housing. Space and other needs are analysed with care. Developers
often only develop building shells, leaving tenants to specify their needs or
to complete developments themselves.

3.8
PUBLIC NON-COMMERCIAL PROPERTIES

Demand for public non-commercial development such as buildings for
social purposes, roads and other public engineering facilities arises from
public need, as determined by public authorities rather than by a market.
While an allowance may be made for costs and benefits to the community,
this is difficult and value for money judgements tend to be overridden by
political judgements and public budgeting (Chapter 14). Demands for
public development generally exceed the resources public bodies are
prepared or able to make available. It is difficult to devise administrative
mechanisms sensitive enough to distribute funds to maximize welfare.
There is a tendency for standards for new facilities to be set high in relation
to total resources, reducing their number and the resources available to
sustain existing facilities at an adequate standard. In this way the best can
be the enemy of the good. In order to obtain the maximum benefits in
relation to the resources used, it would be necessary to examine the global
demand for the built environment and the standards of existing and
proposed units, and to consider the consequences of devoting more or less
resources to developing and rehabilitating each unit, or to reducing or
increasing the number of units developed or brought up to standard
(Chapter 14).

3.9
SITE VALUES

The value of a site depends on its natural and built physical attributes, its
location and the nature of possible planning consent. Undeveloped land
itself has little economic value even today. The bare top of a mountain with
no minerals or other attributes of value and no access has virtually no use
and hence no economic value, but if a road or cable lift is built, the
mountain may have attractions for sport or tourism. If the revenue exceeds
the annual equivalent costs of development and operation, the mountain
top will have a value. Economic value arises because someone is prepared
to pay for the rights to use the site whether for building development,
agriculture, sports or other purposes. If the desire to enjoy rights, such as
scenic and ecological values is not backed by purchasing power, the site
has no economic value for that purpose. Such rights can then only be
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secured by political pressure to impose planning restrictions to protect such
attributes.

Most of the difficulties of development arising from the physical quality
of the site can be overcome but the additional development costs will be
reflected in the site value. Other things being equal, the sites with the best
attributes will be developed first. Sites without adequate communications,
on steep slopes, with waterlogged land and poor load-bearing qualities will
initially be beyond the margin of development but will gradually be taken
into development as the better land is used up. If demand is strong enough,
physical difficulties will be overcome as, for example, in Venice and
Edinburgh.

The value of the location of a site for a particular person depends on its
geographical position, particularly in relation to the development of its
locality. Value rises with improvements in communications and services,
and with the status of the development around it. Hence the incidence of
public and private development is an important factor in determining value.
Relative to location value, the value of natural physical attributes may not
be high. ‘Bygones are forever bygones’. The price of a property depends on
its future potential, not on its past. A high-quality building, even one just
built, may have little value if the demand it was built to meet disappears
and it cannot easily be used for another purpose, or adapted to other
needs.

Site prices vary in particular in relation to location, density and use.
Prices vary considerably from site to site because sites offer different
attributes. There can be tenfold differences within a few streets [2],
reflecting differences in economic potential and the consequential
differences in economic rent (Chapter 2). Nevertheless, there are broad
patterns of site prices. Prices per unit area tend to be highest in the city
centre, to decline with city size and with distance from the centre and to be
lowest in remote rural areas. Studies of residential land prices in England
indicated that at constant densities prices declined exponentially with
distance from the centre [3]. They averaged eight times as high in Central
London as 60 miles from the centre. Local peaks were found in the areas of
large towns with the lowest values in rural areas. Prices were found to
increase broadly linearly with the number of dwellings for which planning
consent was available. At ten times the density average prices were five to
eight times higher. Industrial land was found to be on average two to three
times as expensive as residential land, while land for commercial purposes
averaged about twenty five times as much. Within these broad patterns
prices varied widely with the attributes of sites and of town sectors. The
price relationships may vary over time and place. Sites in run-down inner
cities, for which there is often little demand, may have little site value
(Chapter 10).
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Sites and properties are synonymous. Even most virgin sites have some
use without further development. Further development will not take place
unless the potential value of the new use exceeds that of the existing use by
more than the costs of the further development. Values may change without
development being necessary. For example, rising affluence may enable
turnover to be increased, bringing higher profit margins and making it
worthwhile to incur a higher rent. Often the full potential cannot be
obtained without further development. Competition for the most valuable
sites will push up prices.

In the short run site prices depend on the site’s value-in-use and on
scarcity. For example, a shop in the centre of a main shopping area of a
large town is likely to have a much greater turnover than a similar shop in
a village. Generally the larger the turnover the lower the price at which
goods can be bought in, the greater the sales per unit floor area and per
assistant and the more rapid the turnover: factors favourable to profit
margins. Up to a point it is worthwhile to incur a higher rent in order to
secure such economies. Development costs are not generally affected by
turnover per unit area, so that site value tends to rise relative to rent. The
value of the advantage resides in the site. If sites are in short supply relative
to demand, potential occupiers and investors will bid up the price. It can be
observed, for example, that the price of sites for residential development
tends to rise with the price of dwellings, other things being equal, but tends
to fall as development costs increase.

In the long run costs of supply are important. Developers will only
purchase land if the expected prices for the completed properties are large
enough to meet all the costs of development and leave a reasonable profit
If property prices fall, the prices offered for sites tend to follow suit. Again
developers take into account all the development costs in determining what
a site is worth to them. Other things being equal, they are not prepared to
pay as much for a site which requires high demolition, drainage and
underbuilding costs as for a flat, undeveloped, well drained site with good
load-bearing characteristics. Again, other things being equal, an industrial
site along a wide, metalled road is likely to command a higher value than
one to which a road must be built.

The price of a site in a developed area in part reflects the saving in not
having to provide the necessary services. A developer of housing, infilling
sites along an existing developed road, generally does not incur
development costs outside the curtilage of the individual site. If he were
developing an estate he would generally have to provide estate roads and
paths, areas of landscaping, land for electric substations and other utilities,
estate drainage and water mains, and contribute to the costs of providing
estate services such as electricity and gas. The developer of a new town
needs to purchase a great deal more land than he will eventually have
available to sell as properties. An analysis of the use of land in a typical
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new town indicated that about 17% of the land would be required for
roads and public parking [4]. A considerable proportion of the remaining
land would be needed for other public purposes and would have returns
far less than those of residential, commercial and industrial land. Estimates
for a typical new town suggest that the costs of land and engineering
services spread over the land available for sale for residential, commercial
and industrial purposes raises its cost by a factor of ten [4]. In this way the
gap between the price of agricultural land and land with services ready for
development tends to be closed. The prices realized for such land will
depend on the confidence of developers that the sites will have the
promised potential. Initially prices will depend on a rapid build-up of a
large enough area of activity with an adequate balance of jobs and labour,
housing services and customers. Once a thriving nucleus has been
established property prices will tend to rise (Chapter 9).

Site values fluctuate with changes in neighbourhood activity. Sites tend
to rise in value when they are part of a city which is expanding or
becoming more affluent or of a neighbourhood which is moving up-
market. A developer may raise the value of neighbouring sites by carrying
out redevelopment and rehabilitation. Sites tend to lose value when the city
and neighbourhood are in decline. As a town becomes more prosperous,
incomes tend to rise and business activity increases, revenues increase and
site values rise. Pressure on space increases, encouraging new development
and redevelopment. Demand for sites tends not to rise evenly; some areas
are favoured and shifts occur in the centres of activity. Demand for sites
and development is also affected by changes in business methods and in the
relative importance of different activities. Changes in the locality tend to
affect all sites and to shift the distribution of site value over wide areas.
Changes in site use usually involve either remodelling or redevelopment.
Which is undertaken depends on the future potential of the building and
the costs of development work.

Redevelopment is generally more costly than remodelling but usually
produces a property with greater current value and a longer potential life
(Chapters 11 and 12). The greater the possible increase in space and value
from change in use, the more it is worth spending on development.
Without redevelopment or remodelling values may decline even though
town activity and prosperity is increasing; this would occur where
properties in their existing form lack the potential and standards currently
required. Even when a neighbourhood has potential, it may not be possible
to release it by developing individual sites: they may be too small, wrongly
shaped and have poor access, and the layout of the area may be
inappropriate to potential new uses. Roads may need to be resited, and car
parking and amenity space provided. Such development would involve local
authority agreement to road development, possible exchange between
public and private land, and public utility cooperation in realigning their
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service connections. Area redevelopment usually involves considerable
problems of land acquisition. It can take many years to acquire sites in
separate ownership and tenancies may take many years to run out. The
problems of land acquisition and development by a number of developers
are considerable. It is easier if the sites are brought into single ownership.
The local authority may acquire sites using its powers for compulsory
purchase. They may redevelop the area themselves, creating sites for sale or
lease to developers, or sell or lease the area to a developer who will
undertake to provide land for roads, utilities and amenity areas, and
perhaps develop them as a part of the price of the land (Chapter 10).

Fortuitous gains and losses arise because land values change in response
to changing demand arising from forces outside the control of the owners
of the sites, for example, changes in local affluence, the economy and the
local infrastructure. High-class dwellings may cease to be practical for the
occupiers; they may be let for multiple occupation and allowed to
deteriorate. Such changes to even a few houses may result in demand in
that area declining, bringing down the values of all the properties. In other
situations affluent people may move into a run-down area, do up the
dilapidated property and attract others to follow them, raising property
values in the area (Chapter 10). Increasing values may also arise because
the demand for higher value property, such as offices, is expanding in a
locality. While such changes in use and higher densities are usually
dependent on planning permission, higher site values arise from changes in
demand, although the absence of planning consent would prevent much of
the value being realized. Such windfall gains may be taxed but losses are
seldom compensated except where they arise from the withholding of
planning consent in an unreasonable way.

3.10
DEVELOPERS

Developers include owners who develop property for their own use,
property investors who develop for leasing, speculators who develop for
sale to owner-occupiers and investors, and public organizations who
develop for their own or public use or speculatively for leasing to
households and commercial and industrial firms (Fig. 3.2).

Owners developing for their own occupation are their own clients. The
development of property by owners is generally undertaken when their
specification of space, quality and location is not met by properties
available on the market or from current development. In conjunction with
professional advisers they prepare a brief, instruct independent or in-house
designers to prepare plans, specifications and bills of quantities, and engage
contractors to develop the site and construct the buildings; occasionally
they carry out the construction themselves.
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Property investors are intermediate clients. They are concerned with what
the final clients, the tenants, require and are prepared to rent. The investor
must try to understand how potential occupiers are likely to use the
building and the value of the various features to them. There will generally
be a range of options, each with its own development cost and potential
rent. Subject to the potential of the site, they will attempt to find which
option provides the best return on their investment. The property investor
will then have plans prepared to meet the favoured set of specifications,
contracting the development with a construction firm. Alternatively
property investors may purchase a completed property from a speculative
developer, or enter into a purchasing arrangement with them prior to
construction.

There is no clear differentiation between developers building for sale to
the market and those building for investment, although the latter are often
the larger firms. Property developers may always build for sale, or sometimes
for sale and sometimes for renting. Often, particularly when the market is
uncertain, they will endeavour to secure a tenant before development is
commenced; an agreed lease will assist sale to an investor.

Public developers have a wide range of functions. Local authorities build
or renovate dwellings for renting and sometimes for sale, while they and
town development organizations also develop commercial and industrial
property for renting and prepare sites for leasing to users who wish to
construct their own buildings and to developers building for the market.
Local authorities, central government and other public organizations
develop properties for their own use such as offices, schools and hospitals.
As indicated earlier, the customer of the services provided by the properties
is also in a sense the final client. Such authorities also develop public
service facilities like roads and public utilities for the use of the
community.

Developers in the private sector aim to obtain an acceptable return on
their investment, that is a return on the capital adequate in relation to the
rate of interest paid for borrowed money or forfeited on their capital
employed in the enterprise, together with a premium to cover the risks they
incur. The rate of interest is determined by market conditions. The risk
premium varies with the nature of the development and the extent to which
they can reduce the risks by forward sales and other arrangements.

3.11
RISKS

Risks fall as the size of the market increases. The wider the market the greater
the number of clients and the lower the risks of delay in disposing of the
property or of price fluctuations. The market is wider the larger the class of
building, the more standard it is and the more popular the area for that
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class of building. The market for low-cost housing and standard office,
industrial and shop units is far wider than that for specialist units, such as
large expensive dwellings and cinemas. Risks are reduced by developing for
the average occupier. Building only shells, leaving the occupier to complete
them to meet his own needs is a form of risk limitation. Development risks
are generally less in growth than in static areas; developers tend to be
reluctant to develop in declining areas or those which have not yet become
popular.

Economic conditions favourable to development occur when general
demand is rising, business confidence is high and rates of interest and
inflation are low. At such times firms are likely to be expanding and
migrating, and new firms are being born, events likely to increase the
demand for additional and better premises. In such situations more
households will tend to be formed, they will tend to be more mobile and be
looking for higher-standard accommodation. Demand is stimulated by
lower taxes and tax allowances, and subsidies on property, and
discouraged by high taxes and rates and rating of empty properties. The
timing of taxes can also be important to the developer: taxing imputed gain
before the property is sold raises costs, increases capital requirements and
adds to the risks.

3.12
DEVELOPERS’ EXPENDITURE AND REVENUE

Developers’ costs include those for market research, site investigation,
land, planning and design, site clearance, development and construction,
market ing, fees, administration, interest and taxes. If, in addition to
developing property, they also retain it as an investment, they incur further
management costs and possibly running costs, fees, interest and taxation on
the building.

Market research informs developers about the variables in the market
within which they propose to operate. Developers need to estimate the
total demand for property of the type they propose to develop in the areas
they are considering, the current supply and the extent to which other
developers are likely to meet the demand. Market transactions need to be
studied to estimate the likely price profile. This depends not only on the
size and standard of the building but on the location, the importance of
which was discussed earlier. It is also necessary to investigate clients’
preference and likely basis of evaluation.

Site investigation is necessary to establish both the site’s physical
attributes and likely planning potential. Physical attributes of importance
include access for people and goods, vehicle access for parking and
loading, access and storage during construction, load-bearing
characteristics (particularly important for redevelopment sites), size, shape
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and gradient, existing construction and rights of light. Planning potential
depends not just on zoning and planning density but on the likely flexibility
of the official planners and the price that may be demanded in terms of
land for public use and the development of public amenity. It is also
necessary to check the availability of water, drainage, power and telephone
lines.

Sites may be purchased or leased. Leases for development land are
generally for periods comparable with the likely life of the development but
the ground rent may be fixed for a much shorter period. Where the
development is likely to be particularly speculative only a peppercorn rent
may be charged in the early years, in order to encourage development. This
policy is often followed by landowners trying to revive a run-down area or
open up a new one, for example, local authorities attempting to upgrade a
part of the inner city or a town development corporation opening up a
town centre. It is a way of subsidizing costs and a recognition of the time it
is likely to take to attract sufficient activity to raise values and hence rents
to a level sufficient to cover costs and normal profits. If land is leased,
developers require less capital but the profits on sale will be less in total.

Planning and design is carried out by a professional in-house team or by
consultants or sometimes under contract for designing and building.
Generally an in-house team prepares a brief based on clients’ preferences as
indicated by market research. The form, standard and style of the
development depends on the anticipated cost and price. A development
likely to give the best return on the capital employed tends to be unique to
that site. Selecting the best solution requires information, experience and
judgement. Planning and design costs are likely to be substantial, generally
10-15% of construction costs.

Site clearance and construction are generally put out to tender, except
where the developer is himself the contractor. Average costs of constructing
the most common types of building are available from price books [3].
Costs per unit of floor space vary considerably. Site clearance and services
are very variable in cost, tending to be particularly costly on redevelopment
sites. Underbuilding costs can also be high on disturbed land. Some
previously used sites are cluttered with utility services and may even have
chemical pollution which can be expensive to neutralize. Access to sites in
built-up areas can be difficult; often the costs are difficult to estimate until
work actually begins. Contracts usually contain a rise and fall clause,
especially where work is likely to take several years. Over such periods it is
difficult to forecast the likely extent of inflation.

Credit costs depend on the shape and length of the stream of credit
required to finance the development. This has a cost whether the credit
(capital) is borrowed from a finance house or is supplied in-house.
Development may take several years and a substantial amount of capital
may be tied up from the beginning. Site acquisition may take a number of
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years, especially where land has to be purchased piecemeal from a number
of owners, with the developer waiting several years for leases to fall in before
development can commence, or having to buy out leases. Obtaining
planning consent and the redevelopment of roads and services can also
adsorb much time, as can the development work itself. When the
development is complete the economic climate may have changed, for
better or worse. If demand has fallen it may be difficult to let or sell the
property to an occupier and a sale to an investor may be at a heavily
discounted price.

Management and selling costs can be considerable. Management costs
are incurred throughout the period of development. Fees arise for valuation
of the site and for selling, as well as for planning and design. Usually
developers engage estate agents to find clients, whether aiming to sell or
lease the property. Their fees and those of solicitors to draw up the
contracts are usually substantial.

With so many separate operations uncertainty is unavoidable, but timing
and phasing are important both to complete the development when market
demand is at its highest and to minimize the capital outstanding and the
costs of credit. It is desirable to complete the development as rapidly as
possible, providing that unacceptable additional development costs are not
incurred as a result and to postpone large items of expenditure as long as
possible. Aims include avoiding delays between the various phases and
completing phases which bring in a revenue as soon as possible. In some
cases it may pay to split the development into sections which can be used
on their own and hence let or sold in advance of total completion. The
phasing will generally be worked out using critical path analysis or some
similar technique, with adjustments to the programme if development gets
out of the planned phasing [6].

Developers’ capital is generally limited relative to the volume of
development they wish to undertake, especially when demand is high. It
may be possible to borrow at an initial rate of interest lower than the
expected return on their capital. The more finance the developer borrows
the greater the possible profits but the greater the risk of losses from
changes in market conditions. Generally developers borrow short-time
credit from banks and longer-term credit from insurance and pension
funds. The availability of loan finance depends both on the security the
borrower can provide and the conditions in the credit market. Rates of
interest can vary widely over short periods, in part reflecting government
action. If financial conditions become difficult banks may call in their
loans. This often occurs when business confidence is low and credit to
possible purchasers tight and expensive, so that sales and lettings are
difficult except at uneconomic prices. In such circumstances a developer
who has borrowed heavily in the short term in relation to his capital may
incur losses and even become insolvent.
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3.13
PROPERTY INVESTORS

Property investment is a different type of business from development,
although some investors also develop their properties. Development is a
relatively short-term, complex and high-risk operation, whereas the investor
is looking for a reliable long-term income, with rising revenues to at least
offset inflation. Much of property investment is undertaken by financial
institutions such as life assurance and pension offices, pension funds, unit
trusts and other savings institutions. Their preference is for property let on
long leases to firms and institutions of good standing who will remain over
the life of the property and be unlikely to default on their rent. They prefer
to let properties as a whole with the tenant accepting responsibility for
maintenance and insurance. Well established firms in a stable line of
business such as chain stores, banks and multinational firms are preferred.
If developers can secure such tenants, the opportunities for an early sale are
greatly increased. If leases can be arranged before completion, or even
before starting construction, a sale may follow with sale proceeds
immediately on completion. The earlier this can be arranged, the more
secure the developer’s line of credit and the cheaper it is likely to be.
However, such investors require property in prime positions, raising site
costs and reducing developers’ interest in sites in other positions, in
particular in run-down areas where redevelopment might be more desirable
from a social point of view. The extent to which investors wish to purchase
developments depends, in addition, on property occupiers’ confidence and
financial ability to lease new properties and hence on the buoyancy of the
economy, and on the flow of savings to the investment institutions. If
developers have failed to forecast movements in the economy correctly or
failed to complete on schedule, there may be a surplus or, less often, a
shortage of new property available to meet market demand.

Property values depend on rents and the rate at which these are
discounted. Rents tend to be unique to each property reflecting the demand
for its type, size, quality and position. As explained earlier, position is
particularly important. While some statistical data on rents are published
by estate agents, they are not very useful for estimating the likely rent of a
particular property. This is generally estimated by an estate agent in
relation to other rents in the area. The capitalized value of the rents will
depend on expectations of interest rates, life of the property, future rents
and so on. The lower the rate of interest and the higher the expectations
about future rents, the higher the multiplier applied to the current rent to
find the capital value. For a property with a long life expectation, the
capital value would be about three times as great if the rate of interest was
4% than if it was 15% (Fig. 3.3). For a property with a shorter life, about
20 years, the difference would be about twofold.
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Initial yields on the capital costs of property, that is the rate at which rents
are discounted, are much lower than the rate of interest payable by
borrowers and vary with rates of interest and other market factors. Despite
current high rates of interest an initial yield of 4% would probably be
acceptable for first class shop and office premises. For good class property
acceptable yields would be higher, perhaps up to 6% for office property
and up to 9% for secondary shop property and offices, and for good
factory and warehouse property. Yields on poorer property or property
subject to high risks would be in excess of 10%. Thus, currently, capital
values of most property lie between 10 and 25 times initial rents.

3.14
COST ANALYSIS

Rents are determined by the market, by the interplay and bargaining of
owners and clients. Clients estimate what they can afford to pay in relation
to their revenues and other expenditure; this will vary to some extent from
property to property. Their assessment of a reasonable rent may be based
on comparing the rents of properties known to them or it may take the
form of a costs-in-use analysis in relation to their proposed operations in
the property [1]. In the commercial world the analysis might start with a
comparison of the estimated revenue from their operations against
expected expenses and an allowance for reasonable profits. Expenditure on
the property includes maintenance, cleaning, lighting, heating and
ventilation, labour and fuel for them, other services, management, rent and
rates; allowance might also be made for other operation costs, taxation and
so on. Property costs might be estimated on the lines indicated in
Table 3.1.

Investors compare estimated revenue against expected expenditure and
reasonable profits to determine whether the proposed investment is likely
to be worthwhile. Generally, investors prefer to let on the basis of a full
repairing lease under which the tenant is responsible for all the outgoings
on the property. They can then capitalize rent at the desired rate of yield to
estimate a reasonable price to pay for the building. However, in some cases,
especially where the building is let to a large number of tenants, the
landlord provides all the services and may include the rates with the rent. His
balance sheet is then more like that for a tenant with a full repairing lease
or an owner-occupier (Table 3.1). Because the developer is catering for
investors, tenants and other occupiers, he needs to take account of their
expenditure and revenues in considering the economics of proposed
developments (Table 3.1 and 3.2).
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Example 3.1

The kind of balance sheet a developer might prepare is illustrated
(Tables 3.1 and 3.2). The considerations would be much the same whether
he was developing as an owner or for sale. In order to illustrate the
importance of rent levels and site costs the example considers two
properties providing similar accommodation in different locations.

Property A might be a high class office block in the centre of a business
district commanding a high rent, while property B might be located on the
periphery of the town or in a local business district. Running costs might
not differ very much except for rates and insurance which would be related
to rents and capital value. It is the net rents that would be capitalized to
give the development value, the price the investor could afford to pay for
the development. A higher yield might be required on secondary property.
The developer must meet all his expenditure and profits from the
capitalized value.

Table 3.1 Investors’ balance sheet for two properties

Property A Property B
Gross revenue per 1000 m (£) 200000 100 000
Expenditure (£) Maintenance 7 000 6000
Cleaning 7000 6 000
Utilities 10000 9000
Management and
service staff 13000 11000
Rates, insurance 22000 9000
Rent (balance 10
be capitalized) 141 000 59000

Gross revenue (rent) is fixed by the market; rates reflect the estimated
annual value and local levels of taxation; other running costs are to some
extent dependent on design (Chapter 11). Again site costs are determined
by the market, while other development expenditure is to some extent
within the control of the developer. Economic design can produce savings
on the costs of construction and on building running costs, while effective
management can reduce the time taken to carry out the project and hence
interest and management costs. Developers can reduce profit margins and
contingency allowances, but even so, many proposed projects prove to be
financially unsound: the probable rent may be too low in relation to the
cost of the site and other expenses. Construction costs vary much less than
the rent and the cost of the site. Most of the difference in costs in the
example would probably arise from site differences—higher costs of
building on a redevelopment site in a congested area and of building high
rather than wide. Other development expenditure would be lower for the
peripheral site because of a possible shorter development time, lower
building costs and values, and lower capital outlay. Rents, site costs and
development costs are, however, all linked. Rent will depend on the
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Table 3.2 Developers’ balance sheet for two properties

Property A Property B
Capitalized value (£) 2420000 888 000
Expenditure (£) Site 320000 30000
Fees, management 300 000 70000
Interest 400000 90 000
Profit and
contingencies 400000 130000
Construction, site
clearance 1000000 568 000

location and quality of the building. To secure a high rent it is necessary to
have a good location which will command a high site value and a good
quality building implying high construction and design costs.

Development project analysis aims to balance revenue and expenditure.
If the site proves to be too expensive in relation to probable rents, it might
be possible to find a site at a cost which the development could bear or to
obtain planning consent for a higher density of development and hence
secure a larger rent. Another possibility would be to develop a building of a
higher quality which could command a higher rent, even though this would
generally put up other costs. In the longer run economic and financial
conditions may change and enable revenue and expenditures to be
balanced. If demand for a class of properties rises relative to supply rents
may rise more than site prices, at least in the short run. Rates of interest
might fall and with them expected yields, resulting in a relatively higher
capitalized value and reducing the cost of interest during development.
Thus the volume of worthwhile developments changes with economic
conditions.

3.15
PROPERTY OWNERSHIP AND RETURNS

Property is a form of investment as well as an envelope for housing social
and business operations. It can provide a revenue either directly through
being leased or indirectly through saving the rent of a property which
would otherwise need to be leased. Generally, property is considered to
provide a more stable revenue and to retain its value in real terms better
than most other forms of investment. For individuals, ownership of their
dwelling provides an asset which tends to have a stable real value and is
less subject to market fluctuations than most other investments. Often its
value as an investment is increased as a result of tax legislation.
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Commercial and other occupiers owning their buildings sometimes find their
properties provide a better investment than the operations they house.
Finance houses such as life assurance offices and pension funds also favour
some investment in good class property because of its reliability as a source
of income and its stable real value. If however, technology, fashions and
demand change and a building cannot easily be adapted, or the building is
allowed to deteriorate physically its real value may fall. The price of
property tends to reflect the value given to it as a superior investment.
Prices for some classes of property tend to increase at times faster than the
prices of other assets and draw in additional capital to property
development.

3.16
PUBLIC PROVISION OF BUILT ENVIRONMENT

As indicated earlier, public sector development can be divided into
development for the market, for example, public housing, development for
public occupiers producing goods and services for the market, development
for public occupiers generating public services and development of built
facilities for direct public use, such as roads. Consideration has already
been given to the first two classes of development.

Social services include education, health, social and municipal services of
all types, the costs of which are met from taxation rather than a direct
charge for the services sufficient to meet their costs of provision.
Development decisions arise from political decisions about the provision of
services. These give rise to demands for the necessary built facilities to
house them. Political decisions are also made in respect of built facilities
for direct public use such as highways and outdoor recreation facilities.
Central government directly or indirectly funds much of such development
and exercises control over decisions (Chapter 14).

Central government controls the overall expenditure on public built
facilities (Fig. 3.4). It exercises such control in relation partly to financial
policy and partly to economic policy. When the economy and tax revenue
are buoyant and inflation is not a problem, central government generally
encour ages all types of urban development. In the past, when inflationary
forces were weak, governments often stimulated development expenditure
during periods of business decline in order to stimulate the economy
(Chapter 2).

Public expenditure on development can be controlled by central
government directly in the case of its departments and quangos, and
indirectly through controlling subsidies, grants and investment
programmes for local authorities and by controls on credit to nationalized
boards (Fig. 3.4). In addition, central government can set targets for
expenditure on individual built facilities (Chapter 14).
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Figure 3.4 Central government and other finance for construction.

Elected members and administrators of public organizations decide their
development programmes and the design and cost of each facility in
relation to need and the resources at their disposal. Need is largely
determined by the administrators of the services and their professional
staff. Consultation with members of the community who will use the
services and directly or indirectly meet their cost is difficult to organize and
usually limited in scope. In the absence of a market guide it is difficult for
the public developers to determine what scale and standard of facilities to
provide. Generally they have little information on the users’ priorities and
relative values or often of the techniques for determining value for money
and little incentive to use them. Often capital and running costs are charged
to different accounts and adminis tered by different groups and the
decision-takers do not know or suffer the total costs or enjoy the total
benefits (Chapter 14).
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4
Measuring the planning context

4.1
QUANTITATIVE DATA

The major source of quantitative data are government statistics [1]. Most
government departments publish regular statistics obtained either from the
administrative processes of the department or collected for information
purposes. The primary publications usually provide detailed information
on the methods of data collection and analysis, information necessary for
an adequate understanding of the data and their interpretation. The more
important data are also published in statistical abstracts, trend reports and
digests.

Generally, official statistics published by the Government Statistical
Services are free from bias and more reliable than most other sources.
Those wholly based on census data usually have only small margins of error
but some census information is based on samples from a census and is
subject to sampling error. All sample data are subject to statistical errors
which increase as the size of the sample falls, and as the variability of the
items increases.

In interpreting data it is necessary to take into account how they were
collected and analysed. Some data only relate to a part of the population
under examination. For example, data on national income relate to the
visible part of the economy; incomes and output generated by the
unofficial economy and by private households doing things for themselves
are not included. Again, unemployment figures relate to those registered,
while job vacancies relate to vacancies reported to the job centres, about
two-thirds being unrecorded. Often assumptions are made in order to
produce the estimates required. For example, results obtained from the
larger firms in an industry may be scaled up to allow for the output of
numerous small firms. In some cases output is estimated by multiplying the
number employed by an average output per person employed. The method
of estimation may preclude some further manipulations of the data.
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Errors in survey data arise not only from random effects but also from a
lack of balance in the sampling frame. For example, lists of electors and
rate-payers do not provide completely comprehensive coverage of adults or
households: not all adults are on the electoral register and not all
households pay rates. Whether the use of such sampling frames results in
biased information depends on the type of information required and
whether statistical correction of bias is possible. Frequently historical series
of data are required. Compiling such series is not always easy because of
changes in definition, in coverage, breaks in series and the revision of
methods of collection and analysis.

The need to study the way the data are compiled is particularly important
in projections, frequently necessary in town planning. Projections of
population scale, structure and location are particularly prone to error.
Population growth depends on births, deaths, immigration and emigration.
Births depend partly on the decision of individuals to have children and
partly on the number of women of childbearing age. Both, particularly the
former, can be variable and the two may not move in a related way.
Similarly, deaths depend both on age structure and on the incidence of
death at any age, but mortality tends to be more stable than fertility.
Migration tends to be relatively limited at the national level, but assumes
more and more importance with the reduction in the size of the area for
which population is to be projected.

The simple assumption that past and present trends will continue
unchanged, ignores the underlying changes, and the effect of past
performances on the future. For example, in the case of durable goods,
such as cars and houses a rapid increase in supply might soon outpace
demand because the commodities produced in the past may continue to be
available to meet future demand.

Data from non-government sources are generally not as reliable and
useful as those from government sources. Often academic workers cannot
afford to collect census data or data from large samples and their results
may relate only to limited areas. While data from political sources, and
industrial and other pressure groups may be reliable, consideration needs to
be given to how they were collected, analysed and reported.

Data from secondary sources are generally less reliable than from
primary sources. Often the method of data compilation is unknown and
errors can arise from misinterpretation of the data, copying and printers
errors. Such data can, however often be useful for illuminating qualitative
aspects of the subject.
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4.2
PROJECTIONS AND PLANNING DATA

Planning projects can range from a development for a whole country or
region, down to planning and designing a single building. At one extreme
the valid context includes projections for future population, economic,
social and technological change, while at the other extreme it may only be
necessary to consider the likely future of the immediate location, the
potential of the site, and the future needs of the proposed occupier and
users.

As explained in Chapter 3, development and planning are for the long-
term future. The future cannot be known, the best that can be achieved is
to narrow the possibilities. Using past and present data it is possible to
project the bounds of likely future contexts.

The further ahead projections are pushed, the wider such bounds will
inevitably be. For example, the adults to be catered for in the next decade
and a half have already been born, although adjustments will need to be
made for deaths and migration, whereas the number of children to be
catered for in fifteen years’ time can only be projected on the basis of past
experience. Household projections have to be based on population
projections together with information on household formation. The longer
the period of projection, the greater the likelihood that the underlying
determinants will change. The scale of the errors made in projecting
population in the last few decades indicates how hazardous the process can
be [2].

The behaviour of the economy is important in the context of
development and planning, both on the supply and demand sides. It affects
the volume of human, physical and financial resources available to carry
out development and the scale, nature and location of demand. Even short-
term economic projections are subject to large-scale errors. Social change,
such as behaviour patterns and lifestyles interact with changes in the
economy to affect both the supply of resources and the demand for the
built environment. Technological change again affects not only the means
by which consumer preferences are met, but the preferences themselves.
For example, television has not only created the need for new electronic
industries and reduced the demand for cinemas and transport, it has
stimulated home-based entertainment, changed eating and drinking habits,
created new demand for consumer goods and services, new patterns of news
dissemination and some would feel it has even been instrumental in
changing the moral basis of society.

Developments themselves change the future patterns of life: for example,
roads and other developments (even projected ones) can affect location
preferences. Green belts, by limiting development within their boundaries,
may reduce population growth in the region, lead to a higher density of
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development in adjacent areas or additional development elsewhere in the
country or abroad. Planning control can prevent development in one place
but not ensure that it takes place at a chosen location. Because statutory
plans influence the amount of development within an area, account is taken
of them in some projections, for example, projections of local housing
demand and land requirements. However, while plans may be to some
extent self-fulfilling, the influence of demand cannot be ignored.

4.3
SURVEYING THE STOCK

The amount of data available about the stock of the built environment
varies considerably from one class of development to another [3].
Generally the availability of data is more comprehensive at the national
than at the regional level, with even less available at the local level. Some
of the information is based on estimates which are only sufficiently
accurate at the national level. Much of the information is more concerned
with quantity than quality.

It may seem paradoxical that historical data are useful in planning and
development, which are concerned with the future; however, they are of
value in the way they throw light on what exists and its future potential.
The need is usually for information on the volume and capacity of useful
stock and on its condition, so that estimates can be obtained on probable
needs for new construction, maintenance, servicing and conversion. There
is a shortage of data on the condition and potential of the stock. Special
surveys are often necessary; these can be expensive and often are only
practical for small samples and at the local level.

Information about land use is very limited, even at the broadest level and
there is practically no information about the potential of land. The Census
of Population provides information about the number of households. The
Department of the Environment estimates information about the stock of
dwellings. National and regional data are available about the age
distribution of dwellings. Broad information about condition is available
from occasional House Condition Surveys [4]. For other types of buildings
floorspace data are available on a national and regional basis, and rateable
value data are available for most property at district level. Some idea of the
rate at which the built environment has been stocked up at national level
can be obtained from estimates of Gross Domestic Fixed Capital
Formation. Data are available on the mileage of roads, railways, telephone
cables, water mains and public sewers.

Data published by the Government Statistical Service can often be
obtained for much smaller areas than available from published sources.
Local authorities and public corporations also have small area data. Some
data can be obtained from secondary sources such as the NEDC paper on
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infrastructure [5]. A general guide to statistical sources for housing and
construction is given by Fleming [3].

While existing data are often adequate to provide a general estimate of
potential and need, a local survey is usually necessary as a prelude to
development. Stocks of the built environment tend to vary widely in
condition and potential even over a small part of a town; in some small
areas the stock may be of a uniform, good standard with potential for a
long useful life, while in other areas standards and potential may be low.
Generally it would be more efficient to use a multi-stage survey. A broad
first stage survey could aim at determining the boundaries of areas with
property of broadly different standards and potential. A second stage could
concentrate on properties in those areas revealed to require early
rehabilitation or redevelopment. The earlier stages might be on a sample
basis but ultimately a detailed survey of every property needing attention
may be necessary.

4.4
MEASURING CONSUMER DEMAND

It is necessary to distinguish between economic and social demand.
Economic demand is backed by a willingness to pay the market price.
Information on consumers’ demand schedules may be obtained by studying
market prices in relation to particular commodities, and by studying
lifestyles, behaviour patterns and preferences of potential customers. Social
demand implies demand for which market prices are not offered. This
includes not only demand for goods and services for which no direct charge
is made, such as roads and public open space but demand for subsidized
services, such as local authority housing for which the charge is not related
to the costs of supply. There is often a much greater consumer demand for
goods and services for which there is no direct charge or only a nominal one
than for those for which a market price is demanded. For example, the
demand for public health services is practically unlimited. Demand is
influenced by political pressure instead of the purse. If large-scale waste is
to be avoided, the preferences and needs of consumers for social goods and
services need to be studied as much as the commercial ones.

The preferences of potential consumers can be ascertained from sample
surveys, to find out their current patterns of use and preferences and the
basic motivation behind their lifestyles and the way they are influenced by
economic, social and technological forces. Such surveys can be used to
measure probable future preferences. Framing the questions requires
considerable skill and experience to avoid suggesting a system of values and
solutions based on current experience. While open-ended questions are
more trouble to code and analyse, they may provide a more accurate
picture than ones with prescribed alternative answers.
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4.5
COMMERCIAL AND INDUSTRIAL DEMAND

Commercial and industrial demand generally implies market demand, the
study of which usually starts by examining the potential demand for the
goods and services themselves. This information provides a basis for
estimating the space requirements for their production and distribution:
industrial and shopping space, for example. It is also necessary to examine
the probable prices or rents which occupiers are likely to be able to afford
in the future and how these compare with the costs-in-use of providing and
service the space (Chapters 3, 11 and 12).

4.6
DEMAND FOR TRANSPORT INFRASTRUCTURE

Most transport infrastructure is supplied either without a direct charge or
at a charge not directly related to cost. User demand is expressed through
political pressure on government bodies who have to meet the cost. The
scale and quality of transport infrastructure has a considerable effect both
on the business sector and the private sector, affecting both costs and
convenience. In the business sector transport costs work their way into
both home and export prices and hence affect national output.
Governments raise the finance to meet the costs of the development and
maintenance of transport infrastructure through taxes or borrowing, and
these in turn have consequences for gross national demand (Chapter 2).
Governments therefore need to weigh up the effects of transport
infrastructure provision and the finance necessary on national well-being.
They also need to consider the cost—benefits of each individual
development as a guide to the most cost effective plan (Chapter 14).

Movements of goods and people on land is increasingly by road
(Chapter 8). The future demand for goods transport may be projected
through estimates of future production, methods of distribution and modes
of handling. The projection of future private traffic will need to take into
account the effects of growing affluence, propensity to travel, car
ownership and so on. Despite extensive studies of the demand for road
transport and the development of sophisticated methods of projection,
demand has frequently been underestimated. As a consequence road and
bridge construction have tended to lag behind demand and to lack the
capacity to stand up to the volume and weight of traffic.

Many studies have been made of the behaviour of road users. Extensive
studies have been carried out by the Road Research Laboratory and other
bodies which provide a basis for estimating such factors as modal split (i.e.
the proportion travelling by car, bus, bicycle, on foot etc.), peaking, drivers’
time evaluation and other factors taken into account in estimating traffic
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flow. The estimates of road capacity requirements tend naturally to be
more reliable where land uses are predetermined. The larger the area for
which road uses are planned, the more alternative routes and the greater
the possibilities of changing land uses, the more likely that additional
traffic will be attracted and capacity requirements underestimated.

The demand for goods and passenger rail transport is declining and rail
networks are being reduced (Chapter 8). Projections of demand for rail
transport are necessary as a basis for rationalizing rail networks,
electrification schemes, linkages to airports and additional networks within
cities. Railways are competing with road and air transport and traffic
projection is strongly influenced by price and convenience considerations.

The demand for air transport is increasing but not always as rapidly as
past projections have suggested. Factors taken into account in projecting
demand by passengers include changes in lifestyles, prices and convenience,
as well as population.

4.7
DEMAND FOR PUBLIC UTILITIES

Utilities such as electricity, gas, sewerage, telephone and water supplies are
only partly subject to market pressures. They are all monopolies with
either no or limited competition. Prices tend to be determined largely in
relation to supply cost and often government policy. For sewerage and,
generally, for water, price is not related to consumption, but to a measure
of ability to pay. Demand per head or per unit of building tends therefore
to be determined by consumer patterns of behaviour and technological
change. In the case of the other utilities, while price is a factor, so are the
state of the economy, technology and lifestyles. Demands for public utility
networks are primarily local, and are affected by the development and
demolition of the built environment, and the intensity of local use. The
local demands in turn create the demands for trunk networks and
generation and other terminal plants.

4.8
PLANNING MODELS

A planning model is merely a mechanism for bringing together the demand
and supply factors affecting the scale, form and quality of a proposed
development. The factors to be considered depend on the nature of the
plan. At the broadest and largest scale the plan may be expressed only in
the broadest land use terms, with perhaps some indication of the scale of
the planned land use capacities. A plan for a settlement would be expressed
in more precise land use terms, possibly with proposed densities and
include a road network. At a lower level a plan for site development would
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be likely to include ground plans of buildings, access and perhaps public
utility services.

In developing a model, account is likely to be taken of the numbers and
activities of each type of occupant to obtain estimates of building, land and
service demands [6]. The model needs to include estimates of space
requirements for users for each type of activity, factors of demand for
services, traffic generation factors and so on. The projection of the built
environment may be developed on a sector basis and be applied to a range
of possible land use patterns and road networks. The estimates of total
demand can then be related to the potential capacities of land, buildings,
roads and services already available in order to obtain a measure of
additional development and its feasibility. Costs may be introduced to
provide estimates of the financial resources required and the cash flow.
These may be compared with estimates of revenue. The model may
incorporate measures of social benefit. Depending on the design of the
model it may be possible to obtain specifications and costs of a large range
of solutions or the model may include criteria for finding optimum
solutions.

The scale and type of planning model depends on the scale and
complexity of the proposed development. For a small development with
limited ramifications on land uses and services outside the site, a simple
manual model may be adequate. It may involve little more than finding the
best building design to meet the needs of the proposed occupants, given the
site characteristics. For a large development, there may be many options
and many factors to take into account. A mathematical model to be run on
a computer may be the only feasible way to develop and evaluate the
possible solutions.

A mathematical model carries out the arithmetic, it does not eliminate
the thought process; the solutions and evaluations it produces depend
entirely on the way it is constructed and the values written into it. Even a
large computer model cannot handle every possible solution, nor deal with
every detail. Simplifications and approximations are necessary. There is
inevitably some pre-judgement of the solutions. Many of the factors
introduced will be assumptions. This is likely to be equally true whether
the model is for planning development or for projecting a context for a
plan in terms of populations, scale and structure and the level of economic
activity.
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PART TWO

The context



5
Development and resources

5.1
NATIONAL INVESTMENT

National investment is measured in national accounting as gross domestic
fixed capital formation (GDFCF) [1]. The total includes ships, vehicles,
aircraft, machinery of all kinds, and dwellings, and other buildings and
works. The latter items, broadly part of the built environment, account for
about half of the total and consume about one-twelth of the UK Gross
Domestic Product [1].

Public investment used to contribute about one-third of capital
formation but has declined; in 1985 it contributed only just over one-fifth
[1]. About half of public investment arises from the public corporations, a
large slice from local authorities and the smallest slice from direct central
government expenditure. The central government provides most of the
finance for investment by both the public corporations and the local
authorities, and sets limits to their expenditure (Chapters 3 and 14).

Capital expenditure is only a small part of total government
expenditure, about one-tenth. A large part of revenue expenditure consists
of transfer payments to citizens through social security, expenditure on
health, defence, education and other services, grants to local authorities,
and subsidies to public corporations.

Governments find it difficult to control public expenditure. Once
services have been established and staff appointed, it is very difficult to
withdraw them. Even in real terms, i.e. in volume, UK government
expenditure has tended to increase year by year and to take a larger and
larger proportion of the national income. Over the last 20 years, the
expenditure has nearly doubled, having grown much faster than national
income and now taking over 40% of it, one-quarter more than 20 years
ago [2]. Capital expenditure is incurred mainly through contracts let to the
private sector for works and goods. It is easier for public authorities to
withhold such contracts or even cancel them, than to reduce services and
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Figure 5.1 UK gross domestic fixed capital formation at 1980 prices. Source:
Government Statistical Service (1986) Annual Abstract of Statistics, HMSO,
London.

staff, especially those for new buildings and works, and for maintenance
work. Real expenditure on public sector capital works was cut back in
1977 and has continued to decline (Fig. 5.1). Over the last decade the
reduction in public GDFCF has more than offset the rise in private
expenditure, and GDFCF has taken a declining proportion of gross
national product (GNP).

5.2
RESOURCES FOR THE BUILT ENVIRONMENT

The built environment is developed and maintained by the combined forces
of the construction industry: contracting, materials manufacture and
professional services operating on land. In real terms the measured output
of the construction industry increased from a low level in the late 1940s to
peak in the late 1960s and early 1970s at levels nearly twice as high [3].
Since then it has fluctuated with a low in 1981 at just over three-quarters
of the earlier peaks; the size of the labour force fell broadly proportionally
[2, 3]. In 1984, the total measured value of construction work was about
£26 billion (Table 5.1). Construction work represents about one-tenth of
the GDP as against nearer one-eighth in the late 1960s [2]. Currently there
is a large amount of unused capacity in the construction industry.

The official measured output is not the total output of construction
work. The unofficial economy is believed to be particularly active in
construction work, especially housing repair and maintenance work, which
includes alteration and small extentions. ‘Do it yourself (DIY)’ work also
contributes in these fields. Unofficial estimates suggest that the unofficial
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Table 5.1 Value of construction output—Great Britain (1984)*

Type of work £ billions
New work
Housing
public 1.077
private 3.831
Total 4.908
Other
public 3.833
private — industrial 2.342
- commercial 3.110 9.285
Total new work 14.192
Repair and maintenance
Housing 6.251
Other
public 3.746
private 2.014
Total 12.011
Total all work 26.203

* Current prices and rounding off errors
Source: Government Statistical Service (1986) Annual Abstract of Statistics, HMSO,
London

economy carries out £3—4 billions of repair and home improvements work
per year [4].

A measure of the types of work carried out is provided by the official
estimates. These indicate that, in 1984, new work accounted for 54% of
the total output of the construction industry, of which new housing was
about one-third, but housing accounted for over half of the maintenance
work (Table 5.1). For new housing work the public sector accounted for
under one-quarter compared with half in the late 1960s, while for all new
work the public sector share fell from over half in the 1960s to about one-
third [2].

A more detailed picture of the types of new work being carried out can be
obtained by examining the value of new orders (Table 5.2). In addition to
building housing, mainly a local authority function, the public sector builds
for education and health purposes, and offices and other buildings in which
to carry out its own operations; nearly two-thirds of the work, however, is
for transport infrastructure, public utilities, energy and so on. The private
sector is mainly concerned with buildings for housing and commerce.

Interpreting maintenance figures is difficult, not only because of the lack
of a detailed breakdown but also because of the way the work is defined. In
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Table 5.2 Value of new construction orders—Great Britain (1984)*

Type of construction £ billions
Housing
Public 0.876
Private 4.001
Total 4.877
Other public works
Energy 0.161
Rail and air 0.222
Schools 0.338
Universities 0.031
Health 0.619
Offices and facilities 0.750
Roads 0.849
Harbours 0.100
Water 0.117
Sewerage 0.256
Other 0.706
Total 4.150
Other private
Industrial 2.203
Commercial
offices 1.601
shops 0.702
entertainment 0.564
garages 0.171
schools and colleges 0.065
other 0.296
Total 3.400
Total 5.603
Total all work 14.630

Source: Government Statistical Services (1986), Annual Abstract of Statistics,
HMSO, London

the case of housing work, repairs and maintenance include improvements,
con versions, extensions, alterations and redecorations as well. In
contrast, for non-housing work, extensions, major alterations and
improvements are included in new work. There is also the problem of the
work of the unofficial economy and DIY work discussed earlier. Given that
there were about 21.7 million dwellings in 1984, the figures suggest that
about £290 was spent on average in maintaining and upgrading each
dwelling, just over 1% of the average construction price of a new dwelling
[2, 3]. To this figure should be added an allowance for work carried out in
the non-official economy and occupiers. It is difficult to equate the value of
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housing and non-housing stock; such evidence as there is (gross capital
stock (GCS) figures) suggests that the value of the stock of non-housing is
twice as great as for housing, implying an even lower level of maintenance.
Information on the condition of the stock of the built environment, to be
discussed later, suggests considerable undermaintenance and a large
backlog of maintenance work.

5.3
COSTS AND PRICES OF CONSTRUCTION WORK

Measures of change in the price of construction work are not very reliable.
It is difficult to measure changes in both costs and volume of construction
work. Construction contracts vary widely with differences in specification
and in the physical conditions under which the work is carried out.
Estimates of work content and costings are not very accurate [5]. It is only
possible to aggregate construction work in money terms, and as a result
estimates of changes in prices and output are not independent.

Over the last three or four decades construction prices do not appear to
have moved much out of line with general price levels. Construction prices
appear to have increased slightly less than general prices, reflecting some
improvement in productivity or reduced profit margins [2, 3]. International
comparisons of prices are even more difficult. Such evidence as is available
suggests that construction prices in Great Britain rose faster than in some
parts of Europe, no doubt reflecting higher levels of inflation but also that
British price levels may still be comparatively low [6].

5.4
BUILT STOCK

There are a number of measures indicative of the built stock but none
which provide an accurate base for estimating the total quantity and
quality of the stock and hence for projecting potential demand for building
work. The main indicators available are gross capital stock (GCS), floor
space estimates for commercial and industrial buildings, rateable values,
numbers of dwellings and lengths of roads and other transport facilities
and public utility infrastructure. The indicators which provide the most
complete coverage are GCS and rateable values. The former provides a
measure of the value of the built environment [2], while the latter provides
aggregates of net annual value at the date of the last valuation.
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Table 5.3 Age of dwelling stock in Great Britain (1984)

Date of construction Percentage
Pre-1890 15.1
1891-1918 13.4
1919-1944 20.6
1945-1970 33.8
Post-1970 17.0

Source: Government Statistical Service (1986) Social Trends, Construction Statistics
1974-84, HMSO, London

5.5
HOUSING

The stock of dwellings in Great Britain has increased from 13.9 million in
1950 to 21.7 million in 1984, an increase of over 50% [2, 3]. Annual
output has varied from 200 thousand to over 400 thousand dwellings and
there have been other small gains from conversions. Losses from slum
clearance and other causes have varied from about 30 thousand to well
over 100 thousand a year. By 1984, about half the dwellings were of post-
war construction but nearly one-sixth were over 90 years old (Table 5.3).

If the current housing supply is compared with the projections for 2001
(which underestimate housing demand, since no allowance has been made
for vacancies and second homes) it seems somewhat uneven (Table 5.4).
The number of additional dwellings needed to provide one dwelling for
each projected household is relatively lower in the conurbations, (in some
cases negative i.e. a surplus of dwellings over households) and in other
areas with a declining population than in the areas of growth. The
additional numbers that would be required indicate the effects of migration
and the areas in which additional dwellings are likely to be needed. Note
that the total required is about 10% greater if estimated from the sum of
the areas shown than from the GB total. The actual figures based on the
sum of districts would be considerably higher. While the largest number of
additional dwellings will be needed in the areas to which population is
migrating, the declining areas are likely to have the oldest and poorest
housing and need a large programme of replacements.

The age of a dwelling is only a crude indicator of likely replacement
needs. Some older dwellings have better standards of construction and
more space than newer ones and, if inadequately maintained, may be worth
rehabilitating (Chapter 12). The practice of complete clearance and
redevelopment following the war has now been abandoned in favour of
rehabilitation, on both economic and social grounds. The problem of
missing services such as inside WCs, hot water systems and fixed baths has
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now been largely overcome: less than half a million dwellings remain to be
improved. More important are the numbers which need extensive repairs,
and the design and construction failures of industrialized system built
houses and flats, together with tenant reaction against them and against
high-rise flatted developments.

The gains in dwellings over the decade 1973-1983 indicate that the
number of additional dwellings has been related to population changes.
Gains are least in the conurbations, higher in the rest of those regions and
higher still in the rural regions to which population has been migrating
(Table 5.4). The regional age distributions reflect rates of replacement as
well as additional building. There are a greater proportion of older
dwellings in the rural regions of East Anglia, the southwest and Wales
(Table 5.4).

Nearly one-third of existing dwellings are over 60 years old (Tables 5.3
and 5.4). Most have a longer potential lifespan than this provided they are
adequately maintained and their services and fittings are replaced as
standards and fashions change. Housing standards have risen markedly,
particularly over the last three decades. People are no longer satisfied just
with internal toilets, fixed baths and constant hot water, or even partial
room heating. Demands now include full central heating, multiple sinks
and basins, and tiled bathrooms and kitchens. As a result there is a demand
for rehabilitating dwellings built only in the last few decades. Many owner-
occupiers have spent, and appear likely to continue to spend, considerable
sums to meet the rising standards for fixtures, fittings and equipment, and
many have been assisted by government grants. Despite government grants
less has been achieved in private rented housing, for many of which rents
have been too low to cover even adequate maintenance. It is generally more
economical to rehabilitate dwellings than replace them, even those
classified as slums (Chapter 12).

A substantial proportion of post-war public housing has been developed
on the basis of industrialized system building; at times something of the
order of one-third of such housing was built by non-traditional methods
[2]. System building was used both for houses and low and high flatted
blocks. Many of these systems have failed to a greater or lesser extent and
some blocks, particularly of high-rise flats, need extensive repair; some
require demolition.

A recent survey of their own dwellings, carried out by the local housing
authorities in England for the Department of the Environment, has
produced an estimate for making good arrears of maintenance and
renovation of £18 844 million (Table 5.5). It is estimated that 84% of the
stock of 4.564 million need attention at an average cost of about £5000
each. The proportions needing attention by age group and average costs
are difficult to interpret because there is no information on work already
carried out. Nevertheless, as would be expected, average costs per dwelling
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decline with age (Table 5.5). The average costs per dwelling are highest for
the unspecified dwellings, suggesting perhaps that these are particularly old
and have been purchased from other forms of tenancy. The figures indicate
that the work specified and costed covers much more than repairs; the
costs for interior ~ work are of the same order as for the structure and
include upgrading (Table 5.5). The costs for demolition are higher on
average for the youngest group of dwellings but still very small, especially
in relation to the number of system built blocks reported in the past as in
need of demolition.

An analysis of the average costs per dwelling by type and age indicates,
with one exception, an expected fall in costs from older to younger
dwellings and lower costs for traditional rather than non-traditional
dwellings (Table 5.6). The exception is for non-traditional high-rise flats
1945-1964.

Other, higher estimates of the likely cost of repairing and rehabilitating
local authority dwellings have been published but none of the estimates
appear to have been based on detailed costings by each authority. Since the
authorities would anticipate that the central government would use them at
some time as a basis for determining approved expenditure plans and
making grants, it is unlikely that they would intentionally underestimate
the costs. These figures are probably the most reliable currently available.

These estimates only cover dwellings in England. The state of dwellings
in Wales and Scotland are unlikely to be any better. The costs of repairing
and rehabilitating local authority dwellings in Great Britain on a grossed
up basis might therefore be of the order of £25 billion. On the basis of
these figures about another £12 billion might be needed for private and
other rented housing which are probably no better than the local authority
dwellings. Owner-occupied housing is probably in better condition, on
average, than other housing. Estimates made by the contractors, materials’
manufacturers and retailers of building materials suggest that probably as
much work is carried out by unregistered contractors and DIY
householders as by registered contractors. Perhaps one-fifth of owner-
occupied dwellings, those owned by the poor elderly, are neglected. If they
need as much attention as the local authority traditional dwellings, they
might cost another £12 billion to repair and rehabilitate. Thus, very
roughly the current arrears of repairs and maintenance might be of the
order of £50 billion. This is probably about five times the annual total of
work carried out even including non-registered contractors and DIY. The
current amount of repair and maintenance work is unlikely to be sufficient
to prevent its backlog from increasing. Thus the volume of such work may
need to be increased by one-quarter over the next two decades.

The Housing Research Foundation (HRF) estimates a need for about

three times as many new dwellings as implied by comparing 1984 stock
with projected households. They estimate 200000 to 220000 dwellings



RESOURCES FOR THE BUILT ENVIRONMENT 67

uopuoT ‘OSINH SpuaL], [puoi3ay (§86T) 91AIIG [EONISIIEIS JUIWUIIAOL)

uopuoT ‘OSINH ‘€8—EL6T SP1S1DIS SUOHINAISUOD) pup Suisnof ‘(86T ) 9ITAIIG [EIIISTIBIG JUSWUIIAOK) :SIDINOG

1€6+ $79177 Ll 143 | 14 vl S1 01 6L0C 76912 umwLg 10340
0 820¢ 81 8¢ Lt 91 I 8 191 820¢C puppoos
v+ 9111 91 1€ 4t 81 44 01 1t (AR sapp M
0T+ 9¢6 6 98 916 uo1dar Jo 359y
61— S00 1 € 87 $Z01 suoneqInuo)

sueT ‘q'S
6€— €8 £ 81 s apisAasroy
LE— YLV T 91 43 €2 ST SI 11s¢ 15aM-Y14ON

w 101+ vLOT €1 621 €L6 uot3al Jo 383
9-— 600 1 9 €9 SOT1 suolegINUO)
S6+ €807 91 LE %4 4! 4! 886 [ Spuppu 1sap
191+ 096 1 61 133 Lt 1) |44 At IS¢ 66L 1 1S9M-YInos;
9+ ELY ¥l vLS 910t uoi8ai jo 153y
81+ 0087 9 8S1 I8LT  uOpuoT 13jedID)
SLy+ £ELTL 9t €€ x4 €1 31 86L9 1sva-ynog
8L+ £98 €2 PE 4! 8 | 14 81 6¢1 $8L oyduy 1s0g
€1+ LS91 0z 23 0z A a 4! LLl 9761 spupptis 1505
LT+ €€9 81 ¥9 919 uoi8ar Jo 159y
ST+ ¥78 9 0§ 608 SYI0X IS9M
T+ |14 9 43 605 SY10A Ynog
o+ 3L6 1 St 127 (44 91 (2 vE6 1 aprssaquingy

Puv s3404
6- €9L 6 113 TLL uo1da1 o 59y
1€— ogt S ST 19t Tedp, pue duk],
- 611 L1 9¢ (174 SI rA! £€T1 uaLIoN
(s000) (s000) 0L6113s0d  OL61-0v61 vP6I1-6161 B8I61-1681  1681-31d uted (s000) (s000) suoidoy

(0038 1002 98euad  €861-€L61  ¥861
861 yim uondafoad (sa8ejuasiad) 1ping Yoors Suremg -19d asEaIIUY sBuijjamp
ﬁo.—mQEOu PIoYy3snoH [epeda(Jg 3O Y0018
sployasnoy)
snjdins
/lleuIoys
juaseddy

Luonendod pue uisnoy ¢ 2qr],



68 DEVELOPMENT AND RESOURCES

Table 5.5 Estimated costs of repairs and renovations of L.A. Housing—England
(1985)*

Date of construction

Un-

Percentage of expenditure Pre-1919 1919-1944 1945-1964 Post-1964 specified
Repairs to structure etc. 46 37 38 43
Rewiring and plumbing 10 11 8 4
Asbestos, fire protection neg neg 2 3
Heating, insulation etc 13 18 23 27
Kitchens, bathrooms etc 19 29 21 6
Conversions and adaptations 8 1 1 4
Common parts and environment 3 4 7 13
Demolition neg neg neg neg
Total (£ millions) 758 5171 8072 3641 1202
No. of dwellings (000s) 115 977 1787 1530 155
Average cost per dwelling (£000s) 6.6 5.3 4.5 2.4 7.8
No. of dwellings needing

attention (000s) 83 794 1650 1185 125
Average cost of those needing

attention (£000s) 9.1 6.5 49 3.1 9.6

Source: Department of the Environment (1985) An inquiry into the conditions of
the local authority housing stock in England 1985, D.O.E., London

need to be constructed annually until 1991 (145000 for new households
and 60000 to 80000 to replace demolitions) and 200000 annually from
1992 to 2000, providing 100000 for new households, 40000 to 50000 for
geographical shifts, second homes and better standard dwellings, and
40000 to 50000 for replacements [7]. Such a programme would probably
cost £5.5-6 billion a year at current costs. Even at the current low level of
output the total that would be built would not fall all that short of the
HREF estimate of need. At its peak the industry produced nearly twice as
many dwellings per year.

Table 5.6 Average costs (000s) per dwelling needing attention—L.A.Housing,
England (1985)

Date of construction

Type of dwelling Pre-1919 1919-1944 1945-1964  Post-1964
Houses
Traditional 8.0 6.3 39 2.0
Non-traditional 9.5 7.2 35
Flats
Traditional 13.6
Low-rise flats
Traditional 8.2 5.5 2.8
Non-traditional 6.0 5.4
High-rise flats
Traditional 14.2 7.5 4.7

Non-traditional 4.0 5.6
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Source: Department of Environment (1985) An inquiry into the condition of the
local authority housing stock in England 1985, D.O.E., London

While the annual output of new dwellings is below need, the main
shortfall for housing is in repairs and maintenance, including upgrading.
Figures published by the National Federation of Housing Associations
indicates that the UK invests a smaller proportion of GDP in housing than
most other western countries, about two-thirds of the EEC average [8].

5.6
OTHER PUBLIC SECTOR DEVELOPMENT

Non-housing public development includes building for government
services, local government and public corporations. As well as building it
includes infrastructure such as roads, sewerage and water. The estimates
for the value of the work carried out and new orders in 1984 were given
earlier (Tables 5.1 and 5.2). In that year new construction orders were
estimated at £4.150 billion and about £3.746 billions of maintenance and
repairs were carried out.

A study by NEDC considered public housing, roads and bridges, water
mains and sewers, the National Health Service Estate, School building and
the PSA estate [9]. It found evidence of arrears of maintenance and
replacement, and additional building need in all these services and was
critical, not only of the funding provided but of the basis of decision which
it considered produced poor value for money (Chapter 14). Much of the
infrastructure is said to be very old and have only a few years of life left
before total collapse is expected. For example, roads were not designed to
carry current traffic loads, many water mains are so faulty that a large
proportion of processed water pumped through them escapes, while many
sewers similarly are inadequate for current loads. Problems are not,
however, confined to old stock. Much of the post-war development is
considered to be unsatisfactory. Motorways built only two decades ago
have to be rebuilt, considerable repairs have been necessary to the Severn
bridge and other long-span bridges and it is reported that many concrete
road bridges suffer from structural deterioration. Many school and
university buildings, and some health, office and other public service
buildings were constructed on the basis of industrialized systems not
dissimilar from those used for flatted blocks and houses. Some of these are
already displaying defects and some may need to be demolished.

Only a few public organizations publish statistical information on the
scale yet alone condition of their stock. Estimates of the backlog of
maintenance brought together by Simon [10] include £4 billion for trunk
roads [11], £1.7 billion for sewers [12], £0.5 billion for secondary schools
[13] and £1.7 billion for hospitals. Even these four sectors have estimated



70 DEVELOPMENT AND RESOURCES

arrears of maintenance greater than the value of public non-housing
maintenance and new work in 1984 (Table 5.1).

5.7
OTHER PRIVATE SECTOR DEVELOPMENT

Private sector development consists mainly of buildings and works on
private property, together with estate roads and services; the major part of
the infrastructure is provided by the public sector. The value of new orders
for industrial buildings in 1984 was £2.2 billion, and for commercial
buildings, which includes all the other categories, £3.4 billion, giving a total
of £5.6 billions (Table 5.2). Maintenance expenditure in 1984 was valued
at £2.0 billion (Table 5.1). There does not appear to be any information on
backlogs of repairs and maintenance for this sector but as will be argued
later, any arrears are likely to be on a smaller scale than in the public
sector (Chapter 14).

The shift in employment from manufacturing to services does not imply
a decline in demand for industrial buildings. Output is not falling relative
to the numbers employed. Moreover changes in the types of manufacture,
in types of plant and machinery used, and in location create a large demand
for new buildings. Further, distribution patterns and techniques are
changing, creating a demand for new warehouses. Office development has
been considerable as more people have been absorbed into office
employment and offices have been relocated. While shopping floorspace has
declined as more intensive retailing techniques have been developed, the
new techniques have required newly developed floorspace; much of the new
location has been outside the town centres; shop styles tend to be changed
at short intervals creating a demand for additional shop-fitting. The growth
of leisure pursuits has created a large demand for entertainment and other
leisure buildings and works.

5.8
CONVERSION AND REPLACEMENT OF BUILDING
STOCK

Building obsolescence is initially more likely to arise from financial or
functional considerations than from physical obsolescence. Financial
obsolescence arises when the site has a more valuable use than its current
use. This is likely to lead, subject to planning consent, to alteration or
adaptation to a more valuable new use or to redevelopment. Functional
obsolescence arises from changes in demand for some types of buildings,
from changes in the technology of the activity for which the building has
been used and from inefficiencies arising from the plan and design of the
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building. If there is insufficient demand for buildings and sites in an area,
buildings become redundant (Chapter 10).

Buildings cannot always be adapted economically to meet new
requirements. New modes of building have not always been as efficient as
earlier modes. In some cases maintenance costs per unit area are higher and
energy efficiency lower. Information from a survey of office buildings by
Henley Management College indicates that the energy efficiency of office
buildings built a decade ago are particularly poor and service costs
compare unfavourably with those built more recently and at an earlier date.
It has been suggested that many buildings from the 1960s and 1970s will
need to be rebuilt, partly because ceiling heights are too low to allow new
service requirements to be met.

5.9
FUTURE NEEDS FOR BUILDING RESOURCES

The evidence given in this chapter suggests that there is likely to be a
continuing large demand for new construction, depending on the buoyancy
of the economy. There would appear to be a growing backlog of desirable
construction work in the public sector generally and in private housing,
with a growing need for replacement, conversion, maintenance, and
rehabilitation of existing buildings. The greater the delay in meeting their
needs, the more urgent they will tend to become and the greater the scale
of building work which will be required. The delay in making good the
existing infrastructure is largely because of government attempts to limit
expenditure where it is easiest by reducing contracts for building work, and
to a lesser extent because many private persons lack the financial ability to
exert economic demand or the financial incentive to have building work
carried out.

The construction industry is now operating about one-fifth below the
peak it reached in 1973; the size of the labour force has declined even
more. The manufacturers of building materials and the professional firms
have similarly cut back their operations. These industries could be built up
again to produce much more output but this would take time. Many of the
workers made redundant are likely to have been the older and the less
skilled. Many new workers would have to be trained if the labour force
was to be increased to its former level. Similarly new plant would need to
be brought into use to replace that discarded. If demand was increased too
rapidly it would lead to inefficiencies and inflated costs, and to the use of
untested technology and design.

Since construction currently accounts for only about one-twelfth of the
GDP, increasing the output of construction (for example by one-quarter)
would only increase the GDP by about 2%, other things being equal. In
practice increasing the demand for construction would probably be
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accompanied by increasing demand in other fields, such as for furniture
and equipment used in buildings. Increasing demand would also arise from
the multiplier effect of the additional incomes generated by the rise in
construction employment (Chapter 2). If there was concentration on
improvements to the built environment which produce comparable savings
elsewhere, unit costs in the economy might be reduced, resulting in the
economy becoming more competitive and growing from a larger home
market and increasing exports.

A study of the economic effects of increasing public expenditure on the
built environment indicates that an increase of £1 billion a year for 5 years
would increase employment by between 70 and 100 thousand at an
average cost of about £8000 per job per annum [14]. The net increase in
public borrowing would be about half the cost of the spending
programme. There would be an inflationary effect of about 0.5% per year
and some increase in imported materials, mainly timber.
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6
Economic, social and technological factors
affecting demand for the built environment

6.1
DURABILITY OF THE BUILT ENVIRONMENT

As pointed out earlier, the built environment has a long potential life,
obsolescence arising as much from technical and financial limitations as
from physical ones. It is often more economical to maintain the built
environment in a sound state and to adapt to new requirements than to
rebuild (Chapter 12). To reduce the incidence of technical and financial
obsolescence it is necessary to think about the long-term future when
planning and developing buildings and infrastructure. This involves a
consideration of future changes in economic, social and technological
contexts and how this will affect future changes in the scale and
distribution of population, household formation, employment, lifestyles,
consumer preferences and so on.

6.2
POPULATION

Population lies at the heart of projections of future contexts of the demand
for the built environment. A reasonably accurate picture of the scale and
structure of population in the recent past can be built up from survey and
census data. For example, the 1981 Census of Population indicated a
population in Great Britain of about 54.7 million people [1]. This was
officially projected to rise to 56.4 million by 2001 [1], now revised down to
56.1 million [2]. The size and demographical structure of population
depends on births and deaths, and inward and outward migration. The
main difficulty in projecting population at the national level tends to lie in
projecting rates of birth. Over the last hundred years crude birth rates per
1000 population have varied between 13 and 35 [3]. Projected birth rates
can have a large effect on population projections—in 1964 the Registrars
General were projecting a population in 2004 of 72 million [3]. Reasonable
assumptions of possible variations in the factors to be considered gave
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boundary figures of 56 and 85 million [3]: it is the lower boundary figure
which is closest to current projections. (Death rates are far less volatile than
birth rates).

Birth rates tend to have fallen throughout the western world. In the
European community only Ireland had a crude birth rate above a common
level in 1981 of 10-15 per 1000 population [1]. Crude death rates ranged
in 1981 from about 8-12 per 1000 population. As a result the net rate of
population change has been small for some years, 1.3 per 1000 for the UK,
reaching negative values for some members of the European Community [1].
Net migration in the UK has tended to be small and negative but against
low rates of natural increase it is likely to have more significance than in
the past [2].

Even if there are no dramatic changes in female fertility, the number of
births is likely to fluctuate because of changes in the number of births in
the 1950s and 1960s, and hence the number of women of child-bearing
age. It is projected that birth rates will decline in the near future but
increase again towards the end of the century. This has implications for
services for young children, including primary education and teacher
training [4].

The number of people of working age has increased over the last ten
years as a result of the baby boom of the sixties. In early 1980s the
tendency to an increased working population was offset by the retirement
of people born in the baby boom of the twenties, but this effect is now
fading [5]. Later, in the early 1990s, the number of potential young
workers will decline reflecting the decline in birth rates in the mid-1970s [4].

Assuming no catastrophies and no dramatic changes in migration the
projected numbers in the post-school age groups by the end of the century
(Table 6.1) should not be subject to large margins of error. The numbers of
people of working age and total pensioners appear likely to be much the
same at the end of the century as today [2]. In the next century, the
number of people of pensionable age is expected to rise steeply, while the
number of workers falls [2]. By the end of the century a 40% rise in people
over 75 is expected [2]. Such changes will have considerable implications
for demand by the different age groups, for services to the old, for output
and resources.

6.3
SPATIAL DISTRIBUTION OF POPULATION

The demand for the built environment arises more from local than national
needs: inter-regional movement can be far more important than external
migration. Over two decades a quarter or more of the population may
migrate into or out of a region (Table 6.2). As a result projected regional
population is likely to have a wider margin of error than projected national
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Table 6.1 Projected population—Great Britain (2001)

Age group Popuiation (000s)
0-4 3863
5-14 7961
15-44 22 817
45-retirement 11741
Retired 10052
Total 56 434

Source: Government Statistical Service (1984) Regional Trends, HMSO, London
population. It is necessary to consider not just past trends but the current
and future strengths of the factors encouraging migration and the potential
availability of development resources in each area. The scale of regional
migration over the period 1961-1981 was quite large and it is projected to
continue to be large in the period 1981-2001 (Table 6.2).

Population is moving south and particulary to the south-east and the
rural regions of East Anglia, the south-west and the east midlands
(Table 6.2). Intra-regional movements may be as important as inter-
regional ones. Most conurbations are expected to loose and some have lost
population, while the largest gains have and are expected to be by the non-
conurbation parts of the regions (Table 6.3). An analysis of the 1971-1981
population change by district confirms the decline in population in
Scotland and the north, and particularly in conurbations and cities
(Table 6.4). Apart from the new towns, population has increased to the
largest extent outside the cities in small urban and even rural districts. In
England and Wales an estimated net population increase of 262 thousand
is estimated to be made up of gains of 1768 thousand and losses of 1506
thousand, while in Scotland an estimated net loss of 98 thousand consisted
of estimated losses of 281 thousand and gains of 183 thousand. The
probability is that the scale of movement was even greater than this: the
extent could be revealed by an area analysis within districts.

The above conclusions are reinforced by a study of functional areas, that
is areas defined in terms of commuting, employment and retailing patterns
[6]. This analysis, based on revised rather than preliminary census figures,
indicates that population losses in Great Britain, 1971-1981, were
concentrated in the core zones of dominant functional regions, broadly the
conurbations, the centres of 20 metropolitan regions, which are estimated
to have lost 9.7% of their population. The largest gains in population are
estimated to have occurred in freestanding functional regions; that is areas
outside the Metropolitan Regions, those in the rings around the cores
gained 10.6%, those in outer rings 10.2% and those in rural zones 9.4%.
It is estimated that the cores as a whole lost 1466 thousand people and the
other three types of zone gained 1763 thousand people. This figure is six
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Table 6.2 Regional population change—Great Britain*

Inter-regional

movement
(millions) % Change in
Population (millions) 20 yrs at population
1982 rates (projected)
Pro-
jected To From 1961- 1981-
Standard region 1961 1981 2001 region region 1981 2001
Great Britain 514 547 56.4 6.6 31
North 31 31 3.0 0.84 0.92 0.2 —4.1
Yorkshire and
Humberside 4.7 4.9 5.0 1.42 1.52 52 1.2
East midlands 33 3.9 4.1 1.56 1.50 16.8 7.5
East Anglia 1.5 1.9 2.2 1.14 0.86 27.3 15.3
South-east 16.1 17.0 17.9 5.8 5.3
Greater London 3.14 3.82
Rest of south-east 5.20 4.44
South-west 3.7 4.4 4.8 2.30 1.78 18.0 8.9
West midlands 4.8 5.2 5.3 1.42 1.68 8.9 2.9
North-west 6.4 6.5 6.3 1.50 1.92 0.8 2.7
Wales 2.6 2.8 2.9 0.92 0.88 6.8 1.9
Scotland 5.2 5.2 5.0 0.88 1.00 -0.7 -2.6

Source: Government Statistical Service (1984) Regional Trends, HMSO, London
times as large as the net population increase in Great Britain over that
period and would require approximately six times the amount of new built
environment than would have been required without the migration.

The four types of zone each have distinctive age distribution patterns,
although there is less difference between the outer and rural zones than the
others [6]. Broadly, the outer and rural zones appear to have a higher
proportion of people of retirement age, about the same proportion of
middle aged but less younger people than the other zones. The core zones
have the lowest proportion of young people aged 0-15, but a younger
labour force than the ring zones. These figures confirm the attraction of
core zones for the school leavers, the ring zones for families and the outer
zones for retirement. As would be expected dependency ratios, children and
elderly compared with persons of working age, are higher in the outer and
rural zones, than in the cores and rings. Economic dependency ratios, the
proportion of noneconomically active to economically active follow a
similar pattern to the dependency ratios. Regionally the lowest ratios are
for the London region and nearly the highest are for the rest of the south.
They are high in the heavily populated areas of the midlands and the
north, where unemployment is high but higher still in the northern
peripheral zones.
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Table 6.3 Population changes within regions—Great Britain 1961-2001*

Population (millions) % Change in population

Projected
Conurbations and other areas 1961 1981 2001 1961-1981 1981-2001

Tyne and Weart 1.2 1.2 1.0 -6.9 -6.9
Rest of north 1.9 2.0 2.0 4.8 0.4
South Yorkshiret 1.3 1.3 1.3 1.5 -0.1
West Yorkshiret 2.0 21 2.1 32 1.6
Rest of Yorkshire and

Humberside 1.4 1.5 1.6 11.5 1.3
Greater London? 8.0 6.8 6.8 -14.7 -0.8
Rest of south-east 8.1 10.2 11.1 26.1 9.2
West midland conurbation? 2.7 2.7 2.6 -1.8 =31
Rest of west midlands 2.0 2.5 2.7 234 9.1
Greater Manchestert 2.7 2.6 2.5 =34 -4.1
Merseysidet 1.7 1.5 1.4 ~-11.1 -11.2
Rest of north-west 2.0 2.3 2.4 16.7 4.2
Central Clydesidet 1.8 1.7 - 14 -
Rest of Scotland 3.4 34 - 1.4 -

* Absolute figures have been rounded off and will not yield the ratios calculated
from the original figures

T Conurbations

Source: Government Statistical Service (1984) Regional Trends, HMSO, London

Such changes in population scale and structure indicate significant
problems for the local economies and for planning and development. A
falling population and declining proportion of economically active points
to a lack of adequate demand and revenue to sustain redevelopment and a
redundancy of buildings in the core zones. The rise of population in the
ring, outer ring and rural zones points to rising demands for land and
buildings in these zones on a scale much greater than in the country as a
whole. It will be necessary later (Chapters 7 and 10) to consider the
economic and social implications of these changes.

6.4
HOUSEHOLD FORMATION

Household structure has been changing faster than population. The
average size of households has declined since 1961 by about 15%. This,
coupled with an increase in population, has resulted in an increase in the
number of households of about 20%, over 3.3 million in Great Britain [7].
As a result the number of households has been increasing about five times
as fast as the increase in population. Compared with the scale of
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Table 6.4 Population change by type of district 1971-1981-Great Britain

Population
change
Type of district (000s) Percentages
Great Britain +164 +0.3
England and Wales +262 +0.5
London and Metropolitan regions —1302 -17.7
Inner London -535 -17.7
Outer London —221 -5.0
Metropolitan districts ~546 —4.6
Principal cities —386 -10.0
Other districts ~-160 -2.0
Non-Metropolitan regions +1564 +5.3
Large cities —149 -5.1
Smaller cities —-55 -32
Industrial districts
Wales and three northern regions +42 +1.3
Rest of England +158 +5.0
Districts that include new towns +283 +15.1
Resorts, seaside and retirement areas +156 +49
Other urban and urban-rural districts
Outside south-east +307 +8.8
In south-east +354 +6.7
Remoter, rural districts +468 +10.3
Scotland -98 -19
Glasgow city -216 -22.0
Other large cities - 65 -7.4
Other urban +98 +3.8
Rural and islands +91 +10.0

Source: Government Statistical Service (1984) Regional Trends, HMSO, London

population decline in the core zones, the number of households did not
decline appreciably, so that housing choice in the older and less well
endowed areas did not greatly increase [6]. In areas of rising population,
housing demand increased relative to household formation and supply
increased to meet demand. Average household size generally declined most
in the largest cities and least in free-standing urban regions and rural areas
[6].

As would be expected, overcrowding in terms of persons per room
declined between 1971 and 1981 from an estimated 7.1% to 4.3% of all
private households in Great Britain, the number of people affected
declining from about 7.4 to 4.6 million [6]. However, overcrowding is four
times as high in Scotland as in England and Wales and worse in the core
zones in both countries [6]. In England and Wales overcrowding was
highest in London, the north, north west and west midlands.
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In 1983, there were about 19.5 million households in Great Britain [7].
About one-third were of two persons, much the same as 20 years before but
now there are far more one person households, nearly one-quarter, and less
larger households [7]. Whereas there were nearly 21.5 million dwellings in
1983, two million more than households, even this statistical excess may
have disappeared by the end of the century [3]. Moreover, many of these
dwellings, even if fit, are the wrong size and in the wrong place, a tendency
likely to increase as the end of the century approaches.

6.5
LABOUR MARKET

As indicated earlier the number of people of working age in Great Britain
has been increasing, particulary over the last two decades, while the
number available for economic activity has increased even faster, from 24.9
million in 1965 to 26.3 million in 1984 [7]. During that period the number
actually employed and self-employed declined by over one million, while
the number registered as unemployed rose by over 2.5 million [7]. It is
projected that the labour force—the number available for economic activity
—will rise by nearly another million by 1991 [8].

The increase in the number available for economic activity results not
just from increases in the number of people of working age but from
changes in activity rates. These have declined for men because of longer
education and earlier retirement but risen for women because of a large
increase in the proportion of wives working—from 22% in 1951 to 58%
now—although the rates for unmarried women have declined [7]. As a
result the number of married women in the labour force has increased by
75% since 1961; even so, economically active men still outnumber women,
and whereas men are mainly full-time workers, half the married women are
part-time workers.

There are a number of reasons for this switch in employment between
men and women, partly arising from demand and partly from supply. On
the demand side the principal reasons are the run-down of manufacturing
industry and reduction of labour force arising from increased productivity,
where the number of jobs, mainly for men, declined by 2.3 million in the
10 years 1973-1983 [7], and the growth in service employment of 1.1
million over that period, mainly jobs for women and much of it part-time.
On the supply side, as a result of changes in tax and social security
arrangements, part-time employment for the wives of men in work has
become well worthwhile and part-time women have become less expensive
to employ than full-time workers. At the same time there have been, for
example, changes in average child-bearing age, and changes in school
arrangements, such as children staying at school for lunch, the provision of
pre-school attendance centres, and the provision of child-care at the place
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of employment; changes which have eased the problems of mothers of
young children taking up employment. As a result of these changes the
proportion of people of working age in jobs in this country is much higher
than in other EEC countries, despite the level of unemployment and longer
working hours.

Labour statistics are notoriously difficult to interpret. For example, as
indicated earlier, only about one-third of vacancies are reported to Job
Centres, so that total vacancies are about three times the published figure.
More recent evidence from the Department of Employment, based on a
Labour Force Survey carried out in 1984, indicates that of the nearly 3
million claimant unemployed only just over 2 million were looking for
work, whereas there were nearly 0.9 million non-claimants who would
take a job were it offered; over two-thirds of these were women [9]. These
figures do not provide any measure of the number of claimant unemployed
who operate in the unofficial economy. Estimates of its size vary from
about 8 to 14% of the officially measured labour force. Even the higher
figure is less than half the level estimated for Italy. Of course, not all the
people who work in the unofficial economy are claimants; many will be
self-employed who keep registered earnings below the thresholds for value
added tax (VAT) and income tax, and some will be registered employed
who do a second unregistered job. Some downward adjustment to the
number of claimant unemployed is necessary to obtain a true measure of
unemployment and a substantial adjustment upwards is necessary to the
number registered as working.

Clearly the active labour force is larger than official statistics imply and
there is a substantial pool of labour which could be drawn into the active
work force given effective demand. Demand for labour depends not only
on the strength of demand for goods and services at home and abroad but
also on labour productivity and the costs of employing labour. Labour
costs depend to an important extent on taxation and social payments, and
on labour regulations, as well as on wage rates and labour productivity.
Demand side factors will be considered later.

The reduction in jobs over the decade 1971-1981 has been greatest in
London and other conurbations; there have been gains in independent
towns and rural areas [6]. The south had an estimated overall gain of jobs
over the decade of over 100 000, while the north had overall job losses,
particularly in the metropolitan areas [6]. Again the greatest job losses
were in the cores. Long-term unemployment increased relative to all
unemployment, particularly in the north relative to the south and in
conurbations.
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6.6
CHANGES IN NATIONAL OUTPUT AND
RESOURCES

The satisfaction of demand for goods and services, and ultimately for the
built environment depends on national output. More economic activity
increases the demand for the built environment both through increasing the
demand for environment facilities to support production and distribution,
and through increased consumer demand for housing and other amenities
for living.

It is difficult to appreciate the extent to which the gross domestic
product, GDP, has increased over recent decades and the transformation in
the standard of living and life styles which it has made possible. Even at the
slow rate of increase in GDP experienced in Great Britain, an average of
about 2.25% per year over 35 years, GDP has more than doubled [10].
During the 1950s and early 1960s the rate of increase was running at a
somewhat higher level. The overall rate of increase of GDP has been slower
than the rate in many other western countries: as a result Great Britain’s
GDP per capita fell from being one of the highest to one of the lowest in
the EEC with a level only about two-thirds that of the leading country,
West Germany [11].

Even if GDP continued to increase at only 2.25% per year, however, it
would increase by one-quarter in 10 years and be nearly doubled in just
over 30 years. Many countries have achieved an average increase of 3% or
better, with a doubling in 25 years (Table 6.5). At such rates of increase
GDP could increase over four times in 50 years, a period well within the
potential physical life of the built environment now being developed. It is
difficult to

Table 6.5. Possible growth in gross domestic product in real terms

Possible average

annual rates of Periods of growth (years)

growth in GDP

(percentages) 5 15 25 50
1 1.05 1.16 1.28 1.64
2 1.10 1.35 1.64 2.69
3 1.16 1.56 2.09 4.38
4 1.22 1.80 2.67 7.10
5 1.28 2.08 3.39 11.47

imagine how lifestyles would change given these levels of wealth and what
demands would be made on the built environment.

If the potential active labour force increases as projected to 1991 and
reasonably full employment is achieved (in the early 1960s there were only
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about 300000 persons unemployed) GDP could rise 10% or more for these
reasons alone, that is without further increases in productivity. Offsetting
such rises and those from increased productivity, could be losses from
shorter hours of work, longer holidays, longer periods of education, earlier
retirement and the withdrawal of married women from the labour market.
There might be some interaction between these factors and productivity,
offsetting some of the potential loss.

Fears that increasing output would lead to satiation and lack of demand
have always proved groundless: needs are insatiable, as soon as one is
satisfied another appears. In the last century output increased sixfold and it
was all absorbed [12]. Only a few decades ago few households had central
heating, refrigerators, telephones, televisions or washing machines and
many lacked hot water and a fixed bath. Most households now possess all
these things and nearly half have cars [13].

The factors affecting the level of aggregate national demand have been
discussed earlier (Chapter 2). It was explained that while the forces
operating on the various phenomena in the macro-economy are broadly
understood, there is little agreement about how the total economic system
operates. Because the economy is in a constant state of change, it is
difficult to isolate the effect of changes in any factor, difficult to produce
reliable statistics and certainly difficult to produce them in time to provide
a basis for decisions to support correcting action. Reliable projections of
the economy in the short term are difficult enough; reliable long-term
projections of GDP are subject to unacceptably large errors. It is only
feasible to consider the consequences of possible levels and patterns of
growth.

6.7
CHANGES IN REGIONAL OUTPUT AND ECONOMIC
WELL-BEING

Statistics are available for regions but not comprehensively for functional
zones. It was mentioned earlier that reductions in job levels were greatest in
the conurbations and in the cores; job levels rose in independent towns and
in rural areas. This pattern is likely to be similar for per capita GDP and
personal incomes. Per capita GDP has remained greatest in the south east
probably because its economy is strongly orientated to those services for
which added value is higher than for manufacture (Table 6.6). Broadly
speaking, the regions with extensive conurbations, except for the south
east, have lower GDP per capita than the more rural regions. Of particular
significance is the decline in relative GDP per capita for the west midlands
and the relative gain for Scotland. The west midlands was until recently
excluded from assisted area benefits and subject to industrial development
certificate (IDC) controls (Chapter 7).
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Table 6.6 Per capita GDP and unemployment in regions expressed as percentages

Per capita GDP at factor cost Unemployment[ 1]
Region 1966[1] 1974[1] 1981[2) 1965 1975 1985
United Kingdom 100 100 100 100 100 100 %
North 84.1 90.1 94.5 179 144 141
Yorkshire and
Humberside 96.7 93.0 92.4 79 98 112
East midlands 96.5 95.6 95.5 64 88 96
East Anglia 96.0 93.4 96.9 93 83 80
South-east 1147 116.6 1159 57 68 74
South-west 92.0 93.1 95.3 107 115 92
West midlands 108.2 99.3 90.3 50 100 116
North-west 95.7 94.5 95.1 114 129 122
Wales 84.2 83.9 84.6 77 137 128
Scotland 89.1 93.4 98.4 207 127 118

Sources: 1. Kemp Smith D. & Hartley E. (1976) United Kingdom Accounts—
Economic Trends No. 277, HMSO, London
2. Government Statistical Services (1966-86) Regional Trends, HMSO, London

While unemployment has increased everywhere, regional differences are
less than in 1965 (Table 6.6). Again, while the south-east has the lowest
rates, generally the highest rates are in regions with conurbations. There is
again a marked relative rise in unemployment rates in the west midlands
and a relative decline in Scotland.

Personal income per head varies broadly as GDP per capita (Tables 6.6
and 6.7). Again as would be expected, social security benefits per head tend
to vary inversely to income per head (Table 6.7). Average house prices
generally follow incomes, except in Wales where house prices are relatively
lower.

If these figures are compared with those for population movements, it
will be seen that migration was to areas enjoying the higher levels of
affluence. This will need to be considered in relation to regional policy
(Chapter 7).

6.8
SOCIAL CHANGE

As indicated above, while couples still comprise the majority of
households, more single person households and less large households are
being formed. In 1983 in Great Britain 23% of households were single
person ones and 32% were households of two persons [7]. Two-thirds of
the single person house holds contained people over 60 as did over half the
two person households [13]. Only about one-tenth of the households
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Table 6.7 Regional differences in economic well-being expressed as percentages

Social security

Personal income benefit per Average house

Region per head [1] head [2] price [2]
United Kingdom 100 100 100 %
North 94 111 91
Yorkshire and

Humberside 93 102 85
East midlands 95 92 91
East Anglia 96 86 91
South-east 114 94 119
South-west 98 99 100
West midlands 92 97 93
North-west 95 109 93
Wales 89 111 102
Scotland 97 106 100

Sources: 1. Government Statistical Services (1984) Regional Trends, HMSO,
London
2. Government Statistical Services (1985) Regional Trends, HMSO, London

contain five or more people [7]. The size of dwellings in terms of number
of rooms are large relative to household size. Although fewer people are
now marrying, they still tend to form households of a conventional size.

The decreasing size of households results not only in the number of
households increasing faster than population but raises the demand for
dwellings, their furnishings and fittings. The ageing of the population
increases the demand for specially designed domestic facilities and housing,
and mobile home services.

6.9
LIFESTYLES AND CONSUMER PREFERENCES

The increase in the proportion of married women taking paid employment
instead of being full-time housewives has a number of important
implications. In a period when the demand for labour is comparatively low
it tends to reduce the demand for young men and women as well as older
men and unmarried women. Unless labour demand increases sufficiently to
employ a much larger proportion of the population than it does at present
at conventional working periods, either there will be substantial pools of
people unemployed or there will need to be smaller average work periods
and hence more leisure time. The situation would be modified if more
women taking paid employment employed people to carry out their home
duties, especially looking after children; the latter is gradually being
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provided for through schools and day nurseries. However, if married
women work as well as their husbands they enjoy larger incomes and a
higher level of consumption, creating a larger demand for some types of
goods and services; higher unemployment would tend to reduce demand.

Increases in leisure time will tend to increase the demand for leisure
facilities. Already in recent years expenditure on such facilities has greatly
increased, both for those within the home and those outside it. In some
directions leisure activities tend to be increasingly home based, many being
centred around electronic apparatus and DIY activities. Both tend to
increase the demand for goods rather than services: for example, a decline
in cinema attendances but more demand for television sets, videos,
computers and their sundries, and a comparatively lower demand for
building craftsmen but a larger demand for builders’ materials. Outside the
home demand is increasing for eating houses, sports’ centres, travel and
places to visit. These create demands for additional labour but to a large
extent labour working unsociable hours.

Consumption patterns change with the levels of incomes and retail prices
[7]. As income increases a smaller proportion of it is necessary to satisfy
demands for basic goods and services and more is available for higher
quality and additional goods and services. In the last few decades the
proportion of expenditure on food has dropped despite a change to higher
quality and more expensive foods. A larger proportion of income is spent
on housing, heating and lighting, clothing, transport and leisure. Goods
such as clothes and furnishings tend to be regarded as disposables to be
replaced as fashions change. More people go on holiday, for longer periods
and travel further. They take more of their meals away from home. There
is an increasing demand for social and health services. Public officials tend
to be taking over services once provided by members of the extended
family.

6.10
TECHNOLOGICAL CHANGE

Technological change leads to improvements in existing goods and
services, the creation of new ones, increases in productivity and changes in
market conditions, with changes in the demand and prices for existing
goods and services. It makes possible higher standards of living and new
life styles, and creates a demand for new and converted buildings and
works.

Projecting technological change is difficult. In the short term it is possible
to review current new technological developments and speculate on which
will be successfully exploited and accepted by the market. In the longer
term it is difficult even to guess the nature of new technological
developments. In this chapter it is only possible to examine and speculate
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on technological change in a few fields. These will be limited to areas in
which buildings and infrastructure are likely to be substantially affected.

The field in which technological innovations appear most likely to have
the greatest consequences for the built environment in the foreseeable
future is electronics, particularly in information handling. Computer
control of machinery offers greater accuracy and speed of production with
economies in both labour and materials including energy, while applied to
stock control and goods handling it offers ways of reducing stocks,
handling and transport both in production and distribution. It is expected
that in future computers will be generally applied both to processes and the
integration of manufacture resulting in changes in the organization of
industry. Applied to controlling internal environments it offers greater
comfort and economies in energy consumption. The most dramatic effects
of electronics may be in relation to face to face contacts, both in business
and in leisure. It offers convenient ways, not only of transferring data and
pictures over any distance but the remote control of analysis, recording and
instructing machinery of many kinds, reducing the need to meet for
discussions, shopping, financial transactions, plant control, education,
training and passive entertainment. The result may be a future in which
those servicing people and animals, transporting people and goods, and
constructing and servicing buildings and plant need to be on the spot, while
most others might be able to operate from home. It is not possible to know
how soon and to what extent such innovations might be practical and
economically viable.

Technological innovation in building design has had mixed results. As
indicated earlier, system building of housing, education and other buildings
has left behind many building failures; failures are also reported from new
systems of road construction and bridge design. The extensive use of glass
and light claddings in offices and similar buildings has tended to result in
buildings inefficient in the use of energy and expensive to run. Computers
offer opportunities of much more detailed analysis of building performance
and design evaluation which could assist in designing structures which
would function more economically and effectively, making better use of the
properties of the raw materials, including natural heat and light. New types
of contractors plant have increased the practical size and range of buildings
and the feasibility of engineering structures but innovations in managing
construction have probably been as effective in increasing efficiency [13].

Technological improvements in extracting heat and power from sources
of energy and in extracting minerals have considerably extended the
apparent availability of energy resources. Even so mineral energy resources
are finite, although reserves of workable coal are large. Technological
innovations are being developed for various types of renewable energy such
as wind, wave, tidal, solar, geothermal and biomess power but not all the
technologies appear to be economically viable under current conditions.
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Only water and nuclear power have won a place in conventional energy
generation beside the use of fossil fuels. Both conventional and
unconventional sources of energy have environmental consequences. Most
make large demands on land and water and, generally the plant is
intrusive, while some create pollution, ecological disturbance or health
hazards. On the other hand, the creation of water sources for water power,
as for storage purposes, can often be combined with the creation of water
facilities for sports and other amenities, and transport infrastructure, but
may still have extensive environmental consequences.

In the past there have been major innovations in surface transport, most
of which have been exploited. Changes in railways in the near future
include further electrification with greater speed and comfort. The
application of computers to signalling and train control might assist in
increasing the intensity of track use with greater safety and faster journeys.
Magnetic levitation offers a new type of tracted transport. Improvements to
the internal combustion engine probably also largely rest on computer
control to increase energy efficiency and the reduction of pollution. The
alternative of electric propulsion for road vehicles is held up by difficulties
in developing a suitable battery. Ships are getting larger; innovations in
powering them indicate a wider possible choice with possibilities of a
return to solid fuel, and even wind, at least as supplementary power, and
nuclear power.

Innovations in plant and animal breeding and in methods of husbandry
have enabled farmers to respond to government price incentives and
produce far more food from much the same area of land. Productivity has
increased rapidly to the point of excess (Chapter 8). Related innovations
may develop plants and animals requiring lower inputs without
proportional losses of output and with less ecological disturbance.
Considerable advances are being made in biology and chemistry with the
development of biotechnology in industry, in particular the use of
microorganisms to manufacture chemicals, drugs, food and fuel. This
development is likely to create a demand for new industrial buildings and
may reduce the advantages of the existing centres of the chemical industry.

Contemporary society produces large quantities of waste arising partly
from inefficient processes and partly from wasteful consumption. The
former arises from conflicts between material and labour efficiency; the
more expensive labour tends to be relative to materials, the more likely it is
that materials will be wasted in maximizing the economic use of labour.
The latter arises from the growing wealth of society, from rising labour
costs for maintenance relative to manufacture and from an increasing
tendency to replace goods on grounds of fashion rather than because they
are worn out. Other causes include increasingly elaborate packaging which
is not reusable and in particular the growing use of paper. In the absence of
new technology to create economic recycling, the use of raw materials and
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energy in manufacturing and distribution increases and with it the volume
of refuse to be handled and disposed, creating further demands on land,
and environmental and pollution hazards. Innovation in information
handling may reduce the use of paper, computer control of production may
reduce industrial waste, while innovation in materials may equate the life
of materials closer to the life of the product and reduce the difficulties of
waste disposal.

6.11
DEVELOPMENT AND PLANNING CONTEXTS

Clearly it is impossible to be exhaustive within the confines of one short
section on the contexts for development and planning. It is only possible to
suggest the types of parameter to bear in mind and to indicate some of the
factors which may be important.

Because birth rates are currently low both in Great Britain and western
Europe, population is expected to rise only slowly to the end of the century
and the numbers of people of working and pensionable age appear likely to
remain fairly stable. Changes in birth rates would initially affect the
number of children, having consequences for other groups as time passes.
Unless there are dramatic changes in lifetime hours of work, the volume of
potential labour appears unlikely to change much in the foreseeable future.

The national demand for new built environment depends on the sum of
local changes in population and activities. Future changes in demand are
likely to depend much more on migration of people and activities than on
changes in national population. Local population changes resulting from
inter-regional movement from north and west to south and east, and from
intra-regional movements from inner cities and metropolitan regions to
smaller towns and villages, and the activities of the people migrating,
appear likely to create the major needs for new development.

Households are increasing in number much faster than population,
increasing both the demand for dwellings and dwellings of different sizes.
At the same time the rise in incomes and changes in lifestyles result in a
demand for dwellings offering higher standards and changed amenities.

The geographical distribution of jobs is broadly parallel to that for
population. The demand for new buildings and infrastructure in areas of
growth adds to the demand arising from changing activities and changing
technological demands. To the demands for new development to meet the
consequences of growth, migration and technological, social and economic
change must be added new development and rehabilitation arising from
past neglect of buildings and infrastructure.
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PART THREE

Developing the built environment



7
National and regional development

7.1
THE NATIONAL ECONOMY AND SPATIAL
DISTRIBUTION

The conditions necessary for a high level of economic activity tend to vary
from region to region, from settlement to settlement, and within
settlements. The pattern of distribution varies from one time period to
another.

Throughout recorded history the economies of countries, regions and
settlements have had changes in fortune as the conditions making for a
successful economy and the local balance of advantages have changed.
Deposits of minerals, forests and fertility have been exhausted; natural
changes such as the sea receding or encroaching, rivers silting-up and more
or less favourable climate have enhanced or removed the comparative
advantages of one place over another; changes in demand, technology and
skills have created or destroyed local economies. Conditions have changed
as a result of political and other human action. Such changes in conditions
have increased or reduced local employment opportunities, enhanced or
reduced the value of local skills and changed the levels of local affluence.
As a consequence population has migrated; some settlements and regions
have declined and others have grown.

7.2
CHANGING DISTRIBUTION OF LOCAL
ADVANTAGES IN GREAT BRITAIN

In the nineteenth century industrial location was often determined by a
supply of energy, either water power from fast rivers or coal for steam
power. Now most power is provided by electricity, gas or oil which are
available more or less universally. Even coal can easily be transported long
distances. The special climatic conditions needed for such industries as
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cotton spinning can now easily be reproduced artificially. Proximity to raw
materials is also now much less important, partly because of improved and
reduced real costs of transport and partly because many of the local
supplies of raw materials, once available in this country, have been
exhausted and now have to be imported from overseas. Further, the
industries which used to need large supplies of heavy and bulky materials
are now mostly in decline.

Automation, other tools and the subdivision of operations are reducing
the need for traditional skills. Labour can often be trained in a short time
to the less exacting level of skills now required for many industrial
operations. Many of the old industries have lost out to third world
countries where the labour force, far less expensive than in this country,
can easily be trained to carry out the techniques now used. As a result
many of the old skills are no longer required.

Again, because of the lower costs in real terms of transport, nearness to
the market is less important. At the same time the trading partners of Great
Britain have changed with much more trade across the North Sea to
Europe, reducing the advantages of the north and west and increasing
those of the east and south. As transport becomes easier and cheaper, and
communication links multiply, local markets become more open to
competition from other areas, internationally as well as nationally and
regionally. Nevertheless, some specialized industries, concentrated in
particular areas, still flourish. Many consumer goods still tend to be
manufactured near their main markets, the large concentrations of
population. Most service industry is concentrated in the market area.

Unless the advantages of proximity to local markets are important, firms
in the same trade tend to locate in the same area of the country, in order to
enjoy the services of a pool of skilled labour and subcontractors which
develops around a cluster of firms with similar requirements. Unless local
disadvantages have developed, the chosen locality is often the one which
had initial advantages such as local raw materials, particularly if they were
heavy and bulky, labour with the appropriate skill and aptitude, scientific
and entrepreneurial expertise, markets or ports. There appears to be a
great deal of new industry which in theory could operate in many places
but which concentrates in certain areas rather than spreading across the
country. Initially location may depend on local loyalties of the
entrepreneur but once a location is established it becomes attractive to
other firms in the same trade. Plants set up in other areas tend to be
secondary and the first to be closed if trade declines.
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7.3
REGIONAL DISTRIBUTION OF INDUSTRY

The newer and expanding industries tend to concentrate in the south and
east of Great Britain to the neglect of the north and west. There are some
exceptions, for example, the development of electronic industries in
Scotland. The decline of economic activity in the north and west is not just
because new industries are not developing in those areas but also because of
the decline of industries traditional to them. It is notable that the decline of
economic activity in the north and west is concentrated much more in the
conurbations, the centres of the dying industries, than in the rest of the
regions. This suggests that the aftermath of these industries, the run-down
environment and the concentration of skills and aptitudes relevant to the
declining industries, do little to attract development there. The new
industries usually require clean air and buildings, very different from those
left behind by the firms which have closed. Incoming firms generally would
need to bring in skilled labour and management, not easily attracted
without the attractive housing, consumer facilities and services available in
the areas from which they would need to be attracted and would need to
re-train local labour.

While population movement out of the conurbations and cities is general
over the country, it is greater in the north than elsewhere (Chapter 6).
Locational advantages have shifted from the north and west to the south
and east. The problem of the distribution of industry appears to be both
interregional and intra-regional.

7.4
INVESTMENT FACTORS

A large number of factors determining the success of an enterprise depend
on its management and on its ability to determine accurately the market,
the design of the product, where and how to promote sales, purchasing
policy, the extent to which work should be subcontracted, the training and
organization of labour, credit policy and so on. There are also the external
factors to be considered, some of which have already been discussed.

Confidence is important in encouraging investment. Firms may be
reluctant to invest in an area, even where external conditions are
satisfactory, if they are not confident about the quality of some of these
factors. Failures of enterprises in an area, strikes, civil strife, a reputation
for a poor work ethos, high rates and a poor local government image,
however undeserved, all tend to undermine confidence. While local
government and other organizations can do something to correct an
undeserved poor image, it is difficult to create confidence in an area with a
poor reputation.
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Negative factors also discourage migration into an area of the
management and skilled labour generally necessary to set up a new
enterprise. Such people are also reluctant to move to an area with a poor
infrastructure, an unattractive climate and a lack of satisfactory facilities for
education, health, sports and other leisure pursuits. Apart from climate,
such amenities are either directly under the control of local government or
can be influenced by them.

A major difficulty for areas with unsatisfactory external factors lies in
the strength of competition from successful areas which usually have
the amenities sought by firms and people. A ban on development in
attractive areas may not lead to the frustrated development going to other
areas but to a reduced level of national development, leading to below
optimum levels of employment, output and income. This reduces the
national resources available to assist the less buoyant areas to upgrade and
improve their physical and industrial environment.

7.5
THE CASE FOR REGIONAL DEVELOPMENT POLICY

The case for differential regional policy rests largely on the argument that
each region should have as near full employment as possible; this it is claimed
would make the best use of national resources and promote the highest
level of national output.

Whether governments can usefully take action to increase the uniformity
of the spread of employment and affluence, and what types of action are
most economic and effective is open to question. Most governments have
such objectives but success is by no means uniform. There are also
differences of opinion as to whether there is a conflict between maximizing
national affluence and achieving a more even geographical spread of
affluence. Some argue that if economic activities are allowed to develop
where they find conditions most favourable, output and resources would
be maximized, providing a surplus for investing in less favoured areas.
Others argue that if development is not controlled, it will concentrate in
the most favoured areas until eventually growing congestion and local
shortages will reduce the advantages below the level of other areas. While
in the end the formerly less favoured areas may be stimulated it may be
only after resources have been wasted in the formerly more favourable
ones.

The criteria of success applied by individual enterprises are different to
those applied by governments. Individual enterprises, whether public or
private, are concerned with using their own resources to the best
advantage, generally to maximize the return on the capital they employ.
They have no means of working out the economic and social optimum
national distribution of resources and no way of influencing others to
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conform to a national plan. In the long run the resulting competition
between enterprises for scarce local resources and growing congestion will
tend to reduce the expected advantages of a location. The complexity and
scale of activities is probably too great for an optimum distribution of
enterprise to be planned. Even governments tend to lack both adequate
information and the skills to produce and implement an optimum plan for
national enterprise.

Clearly, past development has created a considerable amount of built
environment, much of it sound and with potential for a long future life, or
at least with the potential to justify rehabilitation. If population and
activities move out of an area, much of the built environment there will
become redundant and its equivalent will need to be developed elsewhere
using additional national resources.

There are social costs as well as economic ones. People develop roots
with family ties and friends, and many are reluctant to move very far.
Households in rented dwellings, particularly public authority dwellings,
cannot easily transfer to accommodation in other towns, and not at such
favourable rents. Differences in the purchase price of houses often impede
the migration of owner-occupiers. Those who do migrate tend to be those
with skills in particular demand, who are looking for better opportunities
for employment, housing and environment. This process tends to leave
behind in the depressed areas those without the skills now in demand;
generally they will be less easy to employ in the absence of the more
skilled.

A decline in the local economy and growing unemployment reduces the
real revenue to both public and private enterprises. As a result the marginal
ones tend to close, creating more unemployment and reducing services, and
reducing further the ability of firms and public undertakings to rebuild and
rehabilitate the built environment and raise the standards of the area.
These problems will be considered later in looking at the problems of
declining settlements (Chapter 10).

7.6
NATIONAL DEVELOPMENT POLICIES

The exercise of planning powers can permit or prevent development but
cannot enforce development. Particular developments may be encouraged
through financial or planning incentives and sometimes by discouraging or
preventing development elsewhere. To achieve more, government needs to
support planning by sponsoring development, but sponsored development
will only be of use, if there is an adequate market demand for the goods
and services produced in such built development. The policies of central
government for physical planning tend to be confused with those for
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regional development. In this country there are no comprehensive national
or regional plans for physical development.

The major policies for spatial distribution have been concerned as much
with reducing congestion in the conurbations and protecting the
countryside from development as with guiding development to the less
favoured areas. The Green Belt policy is concerned with controlling the
spread of conurbations by creating large areas around them in which
development is discouraged, except for infilling in existing towns and
villages. Congestion within the conurbations of the south and midlands, in
particular London, has been handled by rationing the development of
industrial and office buildings. While such development has been rationed
generally in the south and midlands, although to a lesser extent outside the
conurbations, development has been encouraged in designated new towns
and expansion towns outside the Green Belts. These policies have limited
development in the areas most favoured by developers, but encouraged
development within acceptable areas favoured by government and reduced
pressure in the conurbations of the south and midlands. The controls have
been gradually relaxed as the areas in which development was rationed,
particularly in the inner cities, have lost their economic buoyancy. Pressure
has built up in new locations in the south, for example, along the routes of
the newly created motorways, particularly along the M4 corridor between
Reading and Bristol. Thus development frustrated in locations of
developers’ first choice could still find accommodation without developing
in areas unattractive to them. The balance of cost and benefit varies with
the enterprise and the optimum conditions for its success.

The designated new towns and expansion towns were in areas
potentially attractive to industry and commerce but lacking development.
Their growth depended, not just on the existence of the availability of
planning consents but on active promotion by public bodies, by the
development by the public sector of infrastructure, services and a nucleus
of housing, industrial and commercial properties, and by incentives to
people and firms to migrate to them. The government financed the
development of new towns directly and expansion towns indirectly through
local authorities.

The promotion of new and expanded settlements in the north and west
where demand was less buoyant, has been less successful. In such areas,
demand has been more from people and firms within the region looking
for a location more attractive than the existing industrial towns and
conurbations, than from people and firms from other regions. To persuade
people and firms to migrate to areas not favoured further incentives are
required.
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7.7
REGIONAL DEVELOPMENT POLICIES

Regional policies for industry were based on the principle of taking work
to areas with unemployed labour, as distinct from taking labour to areas
with excess demand for it, by lowering the costs to firms setting up and
operating in them. When these policies were first conceived, in the 1960s,
the national rate of unemployment was very low (Chapter 6). There were
labour shortages in the more buoyant regions, particularly in the south-east
and midlands. It was thought that employment potential could be
transferred to areas with unemployed resources to the benefit of both them
and the buoyant areas, bringing employment to the former and reducing
inflationary pressure and congestion to the latter. By the time the policies
were put into practise unemployment was rising everywhere, confidence
had declined and there were fewer entrepreneurs willing to risk expansion,
particulary in areas with relatively poor industrial and physical
environment.

For the purposes of regional policy, Great Britain and Northern Ireland
have been divided into ‘assisted’ and ‘non-assisted’ areas. Broadly the
south east and midlands were non-assisted areas, while the west and north
were assisted areas. The latter were divided into intermediate areas,
development areas and special development areas, with an ascending order
of government assistance. The areas were defined on the basis of travel to
work areas, but their composition has varied from time to time as
economic conditions and the level of unemployment have changed. For
most of the period during which the policy has been applied, Scotland,
Wales, northern England and the south-west have been development areas,
with special development area status for some of the heavily built-up old
industrial areas in the north and Northern Ireland. Yorkshire and
Lancashire were generally intermediate areas, although Merseyside was a
special development area.

In the last few years the extent of assisted areas has been greatly
reduced. In 1979 they still covered 44% of the work force but by 1982 the
figure had fallen to 27%. Further important changes were made in 1984.
The system was revised to cover two types of assisted areas: development
areas containing 15% of the working population, and intermediate areas.
It is now mainly the old heavily built-up industrial areas which are
development areas but the west midlands has now been made an assisted
area with intermediate area status (Fig. 7.1).

The form of assistance has varied over time with the emphasis on
reducing capital costs either by grants or through tax relief; assistance with
labour costs in the form of training allowances or directly with labour
costs has, at times, been provided. Overall the result has tended to be to
attract capital intensive plants rather than labour intensive ones. Many of
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the plants which have been attracted have been oil and heavy chemical
plants which would have been likely to have set up in the assisted areas in
any case.
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Figure 7.1 Sketch map of assisted areas in Great Britain, from November 29th
1984.

Other countries have followed somewhat similar policies, as a result of
which international firms have been able to obtain competitive offers of
grants from different governments. The European Commission makes
grants, mainly to industrial and infrastructural projects in the
Community’s less favoured regions. Clearly governments have had to form
a judgement on the viability of projects so as to avoid subsidizing those
where there was little hope of success even with grants. Making such
judgements is difficult, especially for government officers who generally
lack the appropriate business experience. Many of the projects, which have
been aided, have failed. Often they have been branch plants and closed, as
marginal, when trade declined.

At the time of writing only in the development areas are grants, now
15%, automatic; in intermediate areas financial assistance is selective.
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Capital grants are limited to £10 000 per job as against average costs at
1982 prices of four times as much for jobs created in the 1960s and 1970s

[1].

7.8
CONGESTION POLICY

In addition to the positive encouragements to development in selected
areas, negative action has been taken against development in areas
considered particularly buoyant, and liable to congestion, principally the
south-east and west midlands. It was considered that these areas generated
so much industrial and office development, that limiting development
would not affect their prosperity. Development disallowed in these regions
would, it was hoped, take place in the assisted areas.

Industrial development certificates (IDCs) were introduced in 1947 [2].
At one time IDCs were necessary for developments or redevelopments of
industrial space in excess of 5000 square feet (about 470 m?), sufficient
space for only 10 to 20 workers. Gradually controls were relaxed for
smaller developments, particularly outside the south-east, until 1981, when
the regulations were revoked. The need to obtain government permission to
erect or extend a factory would in itself have discouraged development. It
is claimed that the rise of unemployment in the west midlands was at least
in part the result of this policy.

Office development was also controlled. For a short time in 1964 office
development was banned in London. The ban was replaced in early 1965
by regulations limiting the size of developments which could be undertaken
without an office development permit (ODP) [2]. Development areas were
exempt from this control on development. The control on office
development was not operated as restrictively as the control on industrial
development; exempt floorspace areas were generally greater and were
gradually increased and the number of areas in which restrictions applied
were successively reduced until this control was also revoked.

7.9
OTHER SPATIAL POLICIES

Regional policy has been assisted by other means as well as by planning
regulations. In 1963, the Location of Offices Bureau was set up to
encourage office firms to move their operations from London, particularly
central London, to development areas. This policy was designed both to
reduce congestion in London and to assist the spread of economic activities.
Later, in view of the problems of economic decline in inner London, it
promoted office development in such areas as well as outside London. The
Bureau has now been abolished. Further policies to help assisted areas
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included the dispersal of government offices from London to such areas
and the encouragement of government departments to place contracts with
firms in these areas. Policies have not always differentiated between the
conurbations and the rest of the less affluent regions. As indicated earlier
(Chapter 6), it is the conurbations and particularly their inner areas in
which economic and social decline has been concentrated. More recent
policies have been directed to the inner areas, for example, the enterprise
zone policy and the inner city partnership programmes and urban
development corporations (Chapter 10).

The Government has introduced the concept of enterprise zones (Local
Government, Planning and Land Act, 1980). The zones have been
conceived as small areas in economically depressed districts to test whether
industrial and commercial activities could be encouraged by the removal or
streamlining of the administration of certain statutory and administrative
controls. Certain local authorities were invited to prepare schemes for
zones. These offered planning permission to most developers (hazardous
and certain undesirable uses were excluded) while IDCs were to be waved.
Once a scheme was accepted by the Secretary for State, financial
inducements were to be made available such as exemption from
development land tax, rates, training board levies and government requests
for information, a possible 100% first year allowance for capital
expenditure on industrial and commercial building to be set against income
and corporation tax, and priority treatment and relaxation of normal
criteria for custom-free warehousing [3]. The exemptions and the zone
status were to last for 10 years. Twenty five zones have been established.
Fears have been expressed that the zones would draw in development
which might otherwise have taken place outside them. There is some
evidence that most of the firms setting up in such zones are local and that
comparatively few new jobs are created.

Another proposal to encourage industrial development is the concept of
‘freeports’. This concept has been used to a limited extent in other
countries, for example, USA, Holland and Ireland. Within the area of the
freeport goods can be imported for processing without payment of customs
or excise duty. Such duties are only levied on goods taken into the home
market. The government has set up six freeports but their attraction has
been much reduced in practise because duties have to be paid initially. The
reduction in cash flow and the cost of credit until the duties are eventually
repaid adds considerably to costs compared with freeports elsewhere.

The urban programme initiative was set up in 1968. It was an early
attempt to assist the inner city. In 1977 the inner city partnership and
programmes initiative was set up. Fifteen districts have been designated,
mainly in assisted areas but some in London [4]. The partnerships bring
together central government and local authorities with the aim of bending
main programmes to favour the inner city. They are concerned with social,
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economic and environmental problems with the emphasis on reducing
economic decline and environmental decay.

Urban development corporations, as with new town corporations, are
funded directly by the government, have planning and development powers
broadly comparable with those of local authorities, but operate more like
private developers. They have wide powers and the finance necessary to
reclaim land and provide infrastructure as a preliminary to the private
development of industry, commerce and housing. They can bring
properties into new uses, improve the environment and organize the
provision of social facilities. Initially urban development corporations were
set up to redevelop London docklands and Merseyside docklands.
Following their success in these areas, four more are being set up for areas
in Greater Manchester, Teeside, the black country and Tyne and Wear.

Other agencies of regional policy have been created such as the Scottish
and Welsh Development Agencies and the English Industrial Estates
Corporation. The former have powers to intervene in regional industry.
They took over the work of the Scottish and Welsh Industrial Estate
Corporations. Northern Ireland also has a development agency. Assistance
in creating enterprises is also provided by the Development Commission
and the Council for Small Industries in Rural Areas, by the voluntary
enterprise boards such as those for London and the west midlands, and by
some of the activities of the Manpower Services Commission [5].
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8
Other national development and planning
issues

8.1
DEVELOPMENT IN TOWN AND COUNTRY

Great Britain is one of the more densely inhabited countries, but most of the
land is rural rather than urban. It has been estimated that in 1971 just over
8% of the land was used for all urban purposes, including towns, villages,
isolated dwellings, farmhouses and transport facilities [1]. The distribution
of the various types of use is very uneven. The heavy concentrations of
urban development, the urban heartlands, are in the south-east around
London, and northwestwards in a band through the west midlands to the
north-west and around Glasgow. The least intensively used land, mostly
uplands used for rough grazing and forestry are in the west and north,
especially in Wales and Scotland. The regions are differentiated as much
physically as economically.

The planning problems for both town and country differ considerably
from one region to another. In the urban heartlands the main concerns are
the prevention of congestion and further urban spread, preserving open
land around the settlements and urban renewal. The latter in its widest
sense includes economic as well as physical renewal. As indicated earlier,
concern is with the concentration of physical and economic development in
the south-east and the economic and physical decline in the north and west
(Chapter 7). In the countryside the concerns are with limiting the spread of
urban developme