More homes for more people: Building the right homes in the right places

More homes for more
people: building the right
homes in the right places

More homes for more people:
building the right homes in the
right places

July 2009

National Housing and Planning Advice Unit
CB04 Ground Floor of Clerical Block
Segensworth Road, Titchfield
Fareham PO15 5RR
T 023 9295 8152
www.communities.gov.uk/nhpau

Foreword

In today’s challenging housing market, it is well worth
standing back and asking, “How did we get here?”
before we ask “What does the recession mean for
future housing requirements?” In doing both we
must not forget that this isn’t about financial ratios
but about whether people can gain access to the
homes they need.
In asking these questions two messages come out
clearly from this report.
First, the recession has not solved the problem of
housing becoming increasingly unaffordable. Tighter
mortgage markets and increased deposit
requirements have made it harder for first time
buyers to get on to the housing ladder, even though
prices have fallen significantly relatively to earnings.
Moreover, recessions do not have a big impact on
the number of households wanting homes but they
do lead to a sharp drop in the number of homes
being built. The net result is that the mismatch
between supply and demand is getting worse
because of the new homes we will ‘lose’ until house
building recovers from the recession.

regional planners should test. In most regions the
changes are small and they are not large in any
region. We appreciate that in many regions this will
be unwelcome news given that it has not yet proved
possible to put in place plans that even meet the
bottom of our supply range.
We hope those concerned will hold back from
shooting the messenger. The evidence is clear:
we need to take some major steps to close the
gap between supply and demand or the
consequences for individuals and families will
become increasingly severe, with wider economic
and social impacts. We need to move the debate
on from whether there is a problem and how we
can cut down the number of homes our region or
area has to provide, to how we can plan for the
homes we clearly need in a way that will benefit
existing communities and protect the environment.
The NHPAU is ready to support this debate
and the development of regional and sub-regional
housing plans with impartial, evidence-based,
expert advice.

The second message follows from the first, informed
by the NHPAU’s analysis of the latest evidence. The
plain fact is that, notwithstanding the recession, we
are likely to need more homes over the next 20
years than we thought a year ago when we
produced our advice to Ministers on the ranges that
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Key Points

•

The story of the housing market over the last 30
years is of boom and bust overlaid on a trend of
prices rising 2.9% a year faster than inflation

•

The fundamental reason for this is that we have
not been building enough homes: demand has
outstripped supply, causing prices to rise,
affordability to deteriorate and increasing volatility

•

Worsening affordability has real impacts on
people: high levels of overcrowding; growing
waiting lists for social housing; and first time
buyers having to earn more, find bigger deposits,
take on larger mortgages and buy homes further
down market.

•

The combined effect of a recession and a
financial crisis has been dramatic with the
mortgage market becoming much tighter; house
prices falling and house building rates dropping
to unprecedented rates for peace time.

•

Falling house prices and an improved ratio
between house prices and earnings does not
mean that the affordability problem has been
solved. On the contrary, higher deposits and
other mortgage conditions have made it harder
for first time buyers to get on the housing ladder.

•

At the same time, revised population and
household projections suggest that we will have
more people wanting homes than we thought
only a year ago.

•

The NHPAU is revisiting its advice on the housing
requirements that should be tested in preparing
regional plans in the light of these developments.

•

The two main factors that are likely to have a
significant impact on the number of extra homes
we will need over the next 20 years are:
–

the likelihood that there will be more
households wanting homes, even after
allowing for the impact that the recession
may have on net migration to this country;
and,

–

the impact of the recession on income
growth, which is likely to dampen demand
for housing for a number of years.

•

These factors will to some extent cancel each
other out but the net result is likely to be a
small increase in the number of homes we need
to build.

•

The role of the NHPAU is to provide
independent, evidence-based expert advice to
enable the planning system for housing to work
as intended. We will continue to advise on
housing requirements at a regional level and we
will seek to develop our capability to provide
advice on what housing is needed within regions
through our research on sub-regional housing
markets and our work with regional partners.
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Where we are and how
we got here
Introduction

Increasing prices, deteriorating affordability

1. Much has changed in the economy and housing
markets since July 2008 when the NHPAU
published Affordability Still Matters to coincide
with its second annual conference. What has not
changed is the imperative of tackling the longterm housing affordability problem.

3. Figure 1 summarises the housing market over
the last 30 years.

2. More Homes for More People: Building the Right
Homes in the Right Places seeks to step back
and ask:
•

How we got to where we are now?

•

What the recession and the credit crunch mean
for medium and long-term housing
requirements? and

•

How should the NHPAU evolve to support the
Government and regional and local planning
bodies tackle housing affordability and the boom
and bust cycle?

4. The story of the past 30 years is of house prices
rising by an average of 2.9 per cent a year faster
than inflation and increasingly severe boom and
bust cycles.
5. House prices have also been increasing faster
than earnings, making housing increasingly
unaffordable. Since 1957 real house prices have
risen by 2.7 per cent per year, whilst real
household disposable income growth has
averaged 2.5 per cent per year. The disparity has
become increasingly stark over the last ten years
with the price of a lower quartile house rising
from under 4 times lower quartile earnings in
1997 to over 7 times lower quartile earnings in
2007 as shown in figure 2.

Figure 1: Boom and bust cycles in the housing market: The long term trend in UK real house prices
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Nominal house prices are converted into current (Q1 2009) prices using the RPI.
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Figure 2: Housing affordability in England has worsened over the last 10 years
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Figure 3: Overcrowding in England has increased in recent years:
Total number of overcrowded dwellings (England)
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Source: NHPAU analysis of the Survey of English Housing2

	Overcrowding is defined according to the ‘Bedroom Standard’, which is used as an indicator of occupation density. A standard number
of bedrooms is allocated to each household in accordance with its age/sex/marital status composition and the relationship of the
members to one another. A separate bedroom is allocated to each married or cohabiting couple, any other person aged 21 or over,
each pair of adolescents aged 10 – 20 of the same sex, and each pair of children under 10. Any unpaired person aged 10 – 20 is
paired, if possible with a child under 10 of the same sex, or, if that is not possible, he or she is given a separate bedroom, as is any
unpaired child under 10. This standard is then compared with the actual number of bedrooms (including bed-sitters) available for the
sole use of the household.

2
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What deteriorating housing affordability
means for people

9. The last ten years have also seen local authorities’
housing waiting lists grow from 1.02 million in
1998 to 1.77 million in 2008, an increase of 73
per cent (figure 4). Whilst this statistic must be
treated with caution as some may be on the lists
who no longer need social housing and lists may
have been boosted by those wanting to get on
to low cost homeownership schemes, the large
increase undoubtedly indicates increased
pressure in this sector.

6. The human story behind the deteriorating
affordability ratio takes many forms.
7. Homes are now more likely to be overcrowded:
in 2006-07 more than 560,000 homes were
overcrowded (figure 3). In England, 1 in 10
children live in overcrowded conditions. The level
of overcrowding varies across the country, and is
significantly worse in London where more than 1
in 5 children live in overcrowded conditions.

10. There are many wider economic, social and
environmental impacts of deteriorating affordability.
Box 1 summarises the key impacts that the
NHPAU identified in April 2009 as relevant to the
recent Examination in Public of the West
Midlands Regional Spatial Strategy Phase 2
Revision, the principles of which are applicable to
the rest of the country.

8. In addition to the issues of overcrowding, 1 in 16
residences now include extra families or individuals3;
and about 1.3 million people over the age of 25
were living with their parents in 2007/08.

Figure 4: The number of households on local authorities’ housing waiting lists has increased
over the last 10 years (England)
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3

	NHPAU analysis of the Survey of English Housing – Concealed households include all family units (including individuals) that are not part
of the household representative person’s immediate family.
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Box 1: Consequences of poor affordability in the West Midlands
– 1 in 10 children live in overcrowded homes4
– 1 in 20 households included extra families or individuals5
– 1 in 40 households are overcrowded6
– LA housing waiting list up by 58% since 2002 to 150,000 households in 20087
– First-time buyers cannot access the market: lending halved over one year8
– High housing costs widen the gulf between the rich and the poor9
– Volatility in the housing market, may impact on the wider economy
– Impact on the economic performance of the region as it becomes a less and less attractive place
to live and work
– Adverse environmental and climate change impacts as people travel further from their places
of work to find housing

4

NHPAU analysis of Survey of English Housing – three year average (2004/05, 2005/06, 2006/07)

5

NHPAU analysis of Survey of English Housing – three year average (2004/05, 2005/06, 2006/07)

6

Overcrowding is measured based on the ‘Bedroom Standard’ using data from the: ‘Survey of English Housing’ and the ‘Survey of
English Housing Preliminary Report, 2007-08’

7

Housing Strategy Statistical Appendix (HSSA)

8

NHPAU analysis of Regulated mortgage survey data (Council of Mortgage Lenders)

9

Thomas, B and Dorling, D. 2004, Know Your Place: Housing Wealth and Inequality In Great Britain 1980-2003 And Beyond, Shelter
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The impact of deteriorating affordability on
first-time buyers has been increasingly
severe

the typical income of a first-time buyer
household was around the 40th percentile point
on the household income distribution11. By
2006-07 this had risen to above the 50th
percentile point (figure 5).

11. In 2008 nearly a third of men and a fifth of
women aged 20 to 34 still lived with their
parents10. One possible reason is that young
people cannot afford to leave home, although
other factors many have contributed, for
example the increase in young people
continuing their studies after compulsory
education and the higher unemployment rate
for younger households.
12. As prices have risen, the income needed to be
a first-time buyer has increased relative to the
income of the population as a whole. In 2000-01

13. Those first-time buyers who have managed to
buy have had to take out mortgages that have
become larger and larger multiples of their
earnings. In 2000 the typical multiple of total
incomes was around 2½. By the end of 2007
this has risen to almost 3½ times12 (figure 6).
The multiple has since fallen as a result of the
credit crunch, but that was as a result of
other factors coming into play – to which we
return below.

Figure 5: First-time buyers have had to earn more:
The position of the median first time buyer income in the household income distribution (UK)
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Source: NHPAU analysis of the Regulated Mortgage Survey (median first time buyer income)
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10

Social Trends, ONS.

11

Comparing median first time buyer income (RMS) to the household income where the head of household is of working age and in full
time employment (FRS).

12

Council of Mortgage Lenders (CML)
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Figure 6: First-time buyers have borrowed at progressively higher multiples of their earnings:
Median first time buyer income multiple (UK)
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14. They have also had to find bigger deposits
compared to their earnings (figure 7). In 2000
typical first-time buyers had to find a deposit of
around 25 per cent of their annual income. By

2007 this was heading towards 40 per cent,
before the impact of the credit crunch pushed
the figure to nearly 100 per cent of their
annual income.

Figure 7: First-time buyers have had to find larger deposits:
Median first time buyer deposits as a percent of median first time buyer income (UK)
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15. And despite first-time buyers becoming higher
earners, raising bigger multiples of their incomes
as mortgages, and finding bigger deposits, they

have been buying homes further down the
housing market (figure 8).

Figure 8: First-time buyers are buying further down the market:
The position of the median first time buyer house price on the overall house price distribution (UK)
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Source: NHPAU analysis of the Regulated Mortgage Survey (CML)

Figure 9: Real house price inflation in Great Britain and other developed counties (1975-2006)
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Causes of deteriorating affordability and
boom and bust

18. One of the main reasons why prices have risen,
affordability has deteriorated and we have had
repeated boom and bust cycles is that we have
not been building enough homes. Supply has
fallen behind demand and, as in any market
place, prices have risen. The fact that real house
prices have been rising is, in itself, evidence that
supply has been failing to meet demand.

16. A look at other countries indicates that rapidly
rising real house prices are not inevitable. Great
Britain has high house price inflation compared
with other developed economies as shown
in figure 9.
17. The NHPAU will shortly be publishing research
looking at a comparison of planning systems in a
number of other European countries and
identifying lessons relevant to our situation.

19. Without a sufficient supply of homes new
households are unable to form or if they do they
must accept living in unsuitable conditions. The
upward trends in housing stress indicators show
the consequences of a lack of housing supply –
with pressure increasing markedly over the past
10 years.

Figure 10: UK house building rates compare poorly with other countries:
Dwellings completed by 1,000 inhabitants in the UK and other countries (2004)
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20. In this context it is worth noting that house
building rates in the UK compare poorly with
those in other countries as shown in figure 10.
21. Another key factor has been the change in the
availability of funding for mortgages and the ease
(or otherwise) with which they have been made
available. There is a contrast between increased
access to mortgages in the last 10-15 years to
2007, and the greatly reduced availability of
credit in the past 18 months.
22. The increased reliance upon securitisation and
the capital markets rather than savings to fund
growth in the mortgage market has been critical
(figure 11).

23. The expansion in the funds available to lenders
allowed mortgages to be more freely available,
with increased lending to higher risk borrowers.
Some lending practices became more relaxed.
For example, in 2007 26 per cent of mortgages
were interest only with no specified repayment
vehicle13; and 36 per cent were for more than
3½ times earnings14.
24. Other significant factors include lower interest
rates which have made it possible for borrowers
to support higher income multiple mortgages.
The extent to which a house purchase is seen as
an investment as well as somewhere to live is
likely to have driven up house prices – with the
price the buyer is prepared to pay being driven in
part by the expectation that the value will go up.

Figure 11: Growth in securitised mortgage loans: Estimated share of securitised loans in UK
mortgage lending (includes covered bonds)
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13

Council of Mortgage Lenders

14

NHPAU analysis of RMS data – includes first time buyers and home movers, but excludes remortgages
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The credit crunch and
recession
25. After 16 years of sustained growth the UK
economy, along with much of the world, is now
facing both a recession and a financial crisis.
26. The impact on house prices has been dramatic,
with falls of around 16 per cent from the peak in
late 2007 to April 2009 (figure 12).
27. There are a number of factors in play here.
28. The turmoil in the financial markets and concerns
about ‘toxic debt’ have led to securitised funding
for mortgages drying up, immediately reducing
the funding available to mortgage lenders. The
impact on lending for home buying has been
dramatic: mortgage lending has fallen to less
than a third of its peak in 2007 (figure 13).

29. A shortage of funds, concerns about the future
direction of house prices and the need to
demonstrate prudent lending policies have led to
much tighter lending criteria being adopted by
mortgage lenders – dramatically illustrated by the
way in which the typical mortgage offered to a
first-time buyer has fallen from the long-term
average of around 90 per cent of value to around
75 per cent in early 2009 (figure 14).
30. At the same time home builders have been hard
hit, with housing starts and completions falling
significantly. The progress that had been made
since the turn of the century in increasing
housing supply has been more than reversed
(figure 15).

Figure 12: The impact of the credit crunch on house prices: CLG Mix Adjusted House Price (England)
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Figure 13: UK mortgage lending in the UK has fallen to less than a thrid of its peak in 2007
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Figure 14: Mortgage lenders have tightened their lending practices:
Median first-time buyer loan to value ratio (UK)
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Figure 15: House building in England has collapsed: Total starts and completions
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What this means for affordability
31. Superficially, falling house prices should be good
for first-time buyers: the affordability ratio – the
ratio of lower quartile house prices to lower
quartile earnings – has, after all improved.
However, the affordability ratio only tells part of

the story. Tighter mortgage lending criteria,
particularly larger deposit requirements, have
made it harder for first time buyers to get
into the housing market – as the example in
box 2 shows.

Box 2: The impact of a tighter mortgage market on first time buyer deposits
In 2007, a couple with a joint income of £30,000 might have raised a mortgage of £95,000 to buy a house
costing £100,000 i.e. they would have been granted a mortgage of 95% of the property’s value and
equivalent to just over three times their joint income. They would therefore have needed a deposit of £5,000
completions
– equivalent to two months gross income.
In early 2009 the value of that property might have fallen 20% to £80,000. However, if a lender is only
prepared to give them a mortgage of 75% of the value of the property, i.e. £60,000, they would need to
find a deposit of £20,000 – equivalent to eight months gross income.
For most, such a large leap in the deposit needed would put home ownership out of reach.

22
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32. In current circumstances the accessibility of
housing – whether someone can get on the
housing ladder – depends not just on how much
the home they want to buy costs compared with
their income, but also on how much of that
purchase price they can raise in a mortgage, and
hence how big a deposit they need to find.

34. The question the NHPAU asks itself in preparing
its advice is, “How many homes would need to
be built over the plan period – in most cases
until 2031 – in order for housing affordability
to be stabilised at the levels experienced in
2007?” In answering that question, the key
new issues are:

Emerging from the recession: the
consequences for housing requirements?

• What level of household growth will occur?
• How quickly will the economy emerge from
recession?

33. In 2008 the NHPAU produced its advice on
ranges for the number of homes that should be
planned for in regional spatial strategies. The
Unit has looked again at its advice in the light of
the credit crunch and the recession as well as
the latest household projections that have been
issued by CLG15.

• How quickly will home building recover?
• How long will the current tight mortgage
market continue?

How quickly will the number of households
grow?
35. Figure 16 shows how the number of households
has grown over the past 35 years, during which
time there have been three recessions which
have had little impact on the increase in the total
number of households.

Figure 16: The growth in the total number of households in England over last 35 years
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Housing requirements and the impact of recent economic and demographic change, NHPAU May 2009
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36. The latest official household projections (issued
by CLG in March 2009) suggest that, over the
period 2006 – 2026, the increase in the number
of households will be around 16 per cent higher
than was previously anticipated in the projections
that were used in the NHPAU’s 2008 advice16
(figure 17).

37. One aspect of the recession that may have a
significant impact on household numbers is
through reduced levels of migration to England.
The latest official household projections reveal
the affect changes in migration levels can play
on the number of future households (figure 18).
The low migration variant includes net migration
around a third lower than the principal projection.

Figure 17: The difference between the latest household projections and those used in
the NHPAU’s 2008 advice (England)
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Box 3: Assumptions made in each of the three economic scenarios
Optimistic scenario:
• Interest rates: 4.5% in 2009; 4.6% in 2010; 5.6% in 2011 and 5.75% thereafter
• Nominal earnings growth: 2% in 2009; 3% in 2010; 4% in 2011 and 5% thereafter
• Mortgage supply: no net increase in 2009; and in line with demand thereafter
Scenario in NHPAU 2008 advice:
• Interest rates: 6.25% throughout
• Nominal earnings growth: 4% throughout
• Mortgage supply: in line with demand throughout
Cautious scenario:
• Interest rates: 4.5% in 2009; 4.6% in 2010; 5.6% in 2011 and 6.25% thereafter
• Nominal earnings growth: 2.5% in 2009 and 2010; 3% in 2011 and 2012; 4% thereafter
• Mortgage supply: no net increase in 2009 and 2010; 2/3 demand 2011 to 2015; and in line with
demand thereafter
 When NHPAU advice was issued in 2008 the revised 2004-based household projections were the most up to date.
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Figure 18: The impact of different migration assumptions on household projections (England)
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38. To estimate future housing requirements it is
clear that a view must be taken on future levels
of net migration to England. The most recent
migration data available shows net migration to
the UK dropping off in the year ending
September 2008 compared with recent
experience17. While it is not possible to identify a
trend using just one year’s data, this, combined
with our understanding of the likely impacts of a
relatively less competitive UK economy on
migration, has led the NHPAU to assume that
migration over the coming years will be lower
than the long-run trend represented by the
principal projection.

40. The faster the economy recovers, the stronger
demand will be and more houses will need to be
built to hold affordability to any particular level.
We have looked at three different scenarios: the
scenario we used in our 2008 advice; a more
cautious scenario and a more bullish one. Box 3
sets out these 3 scenarios in more detail.
41. Figure 19 shows illustrative house building
trajectories that would be necessary to stabilise
the affordability ratios at 2007 levels by 2026 (or
as close to this as is feasible) under each of
these scenarios.

How quickly will the economy recover from
the recession?
39. The other, and in reality more substantial driver
of housing demand – real incomes – is also
subject to uncertainty. The NHPAU has no
crystal ball to answer this question. What we can
do is use the CLG/Reading Affordability model to
explore the consequences of a range of plausible
assumptions.

17

Provisional International Passenger survey data, ONS
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Figure 19: How housing requirements vary with economic conditions:
Net additional dwellings required to stabilise affordability at 2007 levels
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How quickly will house building recover?
42. The precedent of the early 1990s recession
suggests that it could take some time for house

building to recover from the current recession
(figure 20).

Figure 20: The impact of the early 1990's recession on house building: Total completions in England
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43. In view of the uncertainty about how quickly
house building will recover, the NHPAU has
looked at a number of different scenarios ranging
from the scenario used for the 2008 housing
supply range advice, which did not include any
dip in supply, to two scenarios that assume
house build rates halve and then grow at
different rates to the steady state levels needed
to stabilise affordability.
44. The basic conclusion is that, the longer it takes
house building to recover the higher the build
rate will need to settle at if affordability is to be
stabilised at 2007 levels by 2026, but there is
relatively little difference in the total number of
homes that need to be built by 2026 (figure 21).
45. Another way of putting this is that any short fall
in housing numbers in the early part of the
period will need to be made good later.

Impact of tighter lending criteria
46. As we have already seen, the lending criteria
applied by banks and building societies can have
a big impact on whether first time buyers can get
on to the housing ladder. Currently we have both
a shortage of mortgage finance and tighter
lending criteria. It is not immediately clear how
quickly the lending market will return to
‘normality’. NHPAU have therefore modelled
different ‘mortgage rationing’ scenarios to see
what their longer term effect is on affordability
(figure 22).
47. If and when mortgage rationing is removed,
house prices and affordability are likely to return
quickly to the levels they would have achieved
had there been no mortgage rationing. The
implications of short-term mortgage rationing for
the numbers of houses that need to be built
over the medium to long term are therefore
relatively small.

Figure 21: The impact of slower recovery in house building: Net additions required to stabilise
affordability at 2007 levels for three house building trajectories
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Trajectory 3 – net additions halve by 2010, then increase to a peak in 2021
(Total net additions over period 2008-2026 – 4.94 million)
Source: NHPAU analysis using the CLG Reading Affordability Model.
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Figure 22: Prices will revert to trend once the creidt restrictions are lifted:
The impact of different credit conditions on affordability in England
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Revised NHPAU advice on housing
requirements
48. The broad conclusion of this analysis is that
there are two factors likely to have significant
impact on medium to long-term housing
requirements:
• New official household projections – which
show an increase to the number of homes
needed, and
• The impact of the recession in reducing
growth rates for a number of years – which will
tend to dampen demand in terms of house
price growth.
49. To some extent these factors will cancel each
other out. The net result is likely to be a small
additional increase in our housing supply range
advice over the period to 2031.
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How the NHPAU can help

50. We have a planning system that should, in
theory, ensure that sufficient land for housing is
delivered. Regional Spatial Strategies – soon to
be subsumed within Single Integrated Regional
Strategies – should identify how many homes
need to be provided for in a region and allocate
those homes between the region’s local planning
authorities. Local planning authorities should
then provide for those homes in their local
development frameworks and ensure that they
maintain at least 5 years’ worth of deliverable
land (made up of sites that are available, suitable
and achievable) and identify developable sites for
at least years 6-10 and ideally also for years
11-15.
51. The practice can be rather different. Decisions
made at each stage are not always based on the
best of evidence applied impartially and in some
cases different pieces of evidence can point in
different directions. The role of the NHPAU is to
provide independent, evidence-based, expert
advice to enable the system to work as
intended.
52. The key issues for the planning process for
housing to consider are:
(i) How many new homes do we need in
each region?
The NHPAU’s advice on the range of housing
supply figures that should be tested by regional
planning bodies has become one of the key
inputs to the discussion of this issue. This is a
‘top down’ view based on the NHPAU’s
demographic method and modelling using the
CLG Reading Affordability Model.
The NHPAU’s advice is by no means the only
input here. Planning Policy Statement 3 also
envisages that regional planning bodies will take
into account –

• local and sub-regional evidence set out in
Strategic Housing Market Assessments
(SHMAs),
• Strategic Housing Land Availability
Assessments (SHLAAs), and
• other relevant market information as well as
the latest official household projections and
evidence on the needs of the regional
economy.
Together these represent a large and complex
body of evidence which can point in a number of
directions. It is not surprising that at the recent
Examination in Public into the West Midlands
RSS Phase 2 Revision the Panel sought the
NHPAU’s view on the SHMAs prepared for the
region: consistency with the Unit’s advice was
clearly an issue.
It will be a continuing priority for the Unit to keep
up to date its advice of the range of housing
supply that regional planning bodies should test
and to help planners at regional and local levels
to apply it appropriately.
The Unit will also seek to develop its capability to
provide advice at the sub-regional level, most
notably through the research it has in hand on
the geography of sub-regional housing markets
and on the modelling of sub-regional housing
markets. It also hopes to work collaboratively
with sub-regional and local planners to
understand the reasons for any discrepancies
between its ‘top down’ advice and the ‘bottom
up’ advice contained in SHMAs.
Collaborative working will build a greater degree
of consensus on housing requirements at the
regional level – or at least a clearer
understanding of the reasons for any remaining
differences of view.
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(ii) Building homes in the right places:
allocation of housing requirements
within regions

of greatest pressure, for example some places
will have overriding environmental or physical
constraints. Building homes in one area will also
affect affordability across a wider geographical
area. For these reasons it will be more
appropriate to use housing market areas when
deciding where to locate additional housing
within a region.

There is a lot more to tackling affordability than
putting appropriate numbers in regional plans.
Regional totals need to be allocated
appropriately within the region to maximise
affordability benefits. To date there certainly is
not much evidence that housing numbers are
allocated to where affordability pressures are
worse. Figure 23, plots for each local authority
district, the number of housing completions per
1000 population since 1999 against the
affordability ratio for the same area in 1998. We
might expect that in the 10 years since 1998,
more homes would have been built in the areas
where affordability was worse in 1998 in
response to the affordability pressures. However,
as figure 23 shows, this has not been the case.

Greater consistency between NHPAU advice and
SHMAs would greatly assist decision making on
where homes should be provided in a region.
Strategic Housing Land Availability Assessments
also have an important role to play in providing
evidence of the capacity for housing in different
parts of the region, although it is important that
these are prepared in the context of the total
housing requirement in the region and
incorporate an appropriate level of ambition. It is
also hoped that the NHPAU’s research on subregional modelling will enable the Unit to provide
advice on the consequences of putting housing
in different places within a region.

There may, of course, be reasons why it may not
be possible or appropriate to build in the areas

Figure 23: Building in the right place?
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(iii) Building the right type of homes

(v) Delivering viable sites

To have the biggest impact on affordability
homes must not just be built in the right place,
they must also be of the right type. It is
noteworthy that over the last few years the
proportion of 2-bedroom flats in the new homes
built has risen substantially whilst the proportion
of 4-bedroomed houses has fallen. This
suggests that the need for family homes has not
been given sufficient weight, with potential
adverse consequences for affordability. Again,
properly prepared SHMAs that are consistent
with the regional view of housing requirements
have a key role to play.

High-level plans setting out appropriate
aspirations are not enough: sites must be
identified that are developable in the prevailing
economic conditions. The 5 year supply of
developable land in each LA required by PPS 3
must be viable. This is the reason why CLG’s
Housing and Planning Delivery Grant includes an
element based on the verified developable land
supply in each authority.

(iv) Attractive, deliverable local plans to
provide the right number and type of
homes in the right places
The results from NHPAU’s latest YouGov survey18
indicate that NIMBYism is alive and well,
particularly amongst those who already own a
home, despite widespread concern about the
social and economic problems caused by high
house prices. There is still need to make the
case for more housing and to move the debate
on from “how can we stop more houses being
built near us?” to “how can we plan for the
homes our community needs in a way that will
be better for everyone?”. The NHPAU will
continue to contribute to the debate in this area.

18

54. The NHPAU is currently considering how it can
enhance its toolkit to strengthen its capability to
support this process. Views would be welcome
on the areas to which it should give priority.
55. The NHPAU has a substantial research
programme (summarised in Appendix A). Views
are also welcome on areas this programme
should focus on in 2010 and beyond.

Public attitudes to housing 2009, NHPAU July 2009
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Appendix A
NHPAU Research
Review of European Planning Systems

Research Innovation Fund

A review of European planning systems was
commissioned in December 2008 to gain an
understanding the role of planning system in
facilitating and constraining housing production. The
contract was given to De Montfort University, with a
number of country experts also contributing.

The six projects which won contracts under the
Research Innovation Fund and on which work will
continue during 2009/10 are as follows:

The review set out to focus on a number of
European countries where meaningful comparisons
could be made and good data could be obtained.
The countries were England, Ireland, France,
Germany, the Netherlands, and Spain.

This work aims to develop and refine current house
price models which relate the price of a house to its
size, quality and other attributes, including the
neighbourhood and wider market area. It will provide
an account of the mix and density profile of new
housing in different types of areas, and sale prices
compared with typical market prices in the same
area. It also aims to provide the capability to predict
the likely sale price for different mixes of
development in different locations.

Sub regional housing market projects
In December 2008 the Unit took an important step
towards developing tools to help practitioners and
policy makers consider affordability at a more local
level. Given ongoing changes in the sub-national
context, this has become a key area for the Unit’s
analysis. The Unit advertised contracts for the
following projects which have now been awarded:
a

b
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To understand the geography of housing
markets, including the definition of a national
housing market area geography, an analysis of
how it relates to existing geographies in use
including other functional geographies, and the
implications for regional planning policy and the
work of the NHPAU;
A feasibility study for developing a sub regional
econometric model of housing supply, prices
and affordability. This model to relate to the
existing regional Affordability Model and to
provide outcomes that enable NHPAU to provide
advice and evidence to regional partners and
sub regional partnerships. The study to also
consider how flexible a future model could be
with regard to housing market area definitions.

(i) The Implications of Mix, Density, Location,
Accessibility and Viability of new housing supply

(ii) Planning Delay and Housing Supply
This project aims to provide new evidence about
planning delay and its impact on housing supply. By
examining a variety of residential sites within specific
development situations, such as growth areas, it will
evaluate the factors influencing the length of time
taken to consider planning permission, to identify the
causes of delay, including regional/local issues.
(iii) Guidance on evaluating the requirements for
market and affordable housing
This project is looking at local house prices and
incomes of first-time buyers, and at issues around
the quality of housing stock at the lower end of the
housing market. It will also set out a range of
modelled estimates of household incomes at a local
authority level, and guidance on their construction
and use, with a view to their use either by authorities
as an alternative to local income questionnaires, or
to provide a benchmark to evaluate the results from
local housing needs studies.
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(iv) Possessions in the UK: A regional and national
analysis
This research will aim to understand the causes of
recent increases in the rates of mortgage
possessions and attempt to forecast future trends at
a national and regional level.
(v) A Cohort-based Analysis of Home Ownership,
Affordability and Market Conditions
This study will examine whether and how the
affordability problem has resulted in inter-generational
inequalities, testing the assumption that older age
groups have become housing rich while younger age
groups have found it increasingly difficult to access
market housing. The work will complement the Unit’s
recent research into the economic and social
consequences of worsening affordability.

(vi) The effects of supply constraints on housing
costs; empirical evidence for England, and
assessment of policy implications
This research is assessing to what extent legal or
planning constraints in different parts of the country
affect the cost of land, and how this relates to
differing housing affordability problems across the
regions and sub-regions.

2009/10 research programme
The Unit will continue to evaluate its research
priorities and consider which areas need to feature in
new work to be commissioned during the latter part
of 2009. In particular, measuring affordability remains
a priority for the Unit going in to 2009/10, with a
view to producing a new and more meaningful/
realistic set of affordability indicators, and also to
explore the potential, given recent changes regarding
access to mortgages, for measures of accessibility,
particularly in relation to first time buyers.
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Oxford, and a Board Member of the UK
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LSE (London School of Economics) and
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He was a member of the Bank of
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housing market. He is a fellow of both
the Econometric Society and the British
Academy as well as being a foreign
honorary member of the American
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Sciences.

Professor of Housing and Planning/
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University in Edinburgh since 1994
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building.
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Development Company, Liverpool,
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clients include the Intermediary
Mortgage Lenders Association and
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Deputy Director General of the Council
of Mortgage Lenders. Prior to that, he
was Professor of Housing Management
at Cardiff University, Deputy Director at
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(1995 – 2002) and Housing for Wales
(1989 to 1993). He is a Visiting
Professor at the Centre for Housing
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