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“The strength of a nation derives
from the integrity of the home”

Confucius
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Part 1/10

The UK’s Housing Crisis

The UK is experiencing what many
describe as a housing crisis. Millions of
households are living in sub-standard or
overcrowded conditions. Many are on
local council waiting lists. Some
individuals are sleeping rough. House
prices and rentals are becoming
unaffordable for many. Today’s young are
living at home for longer, and some are
struggling to buy a home.

At the same time, we are building fewer
homes than in many periods in the past.

What can be done to resolve Britain’s
housing crisis? BBC Briefing assesses the
evidence and the options.
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BB Briefing - Housing 1.1 The UK’s Housing Crisis  {n}
There are 320,000 homeless people in the UK

The scale of homelessness in the UK

« Homelessness affects 140,000 families, including an
estimated 120,000 adults and 200,000 children

« The number of people sleeping rough — more than
5,000 - has almost tripled since 2010

« Most homeless people are not living on the street but
in temporary accommodation or shelters, or are
sleeping on friends’ sofas

* In England, 85,000 households are in temporary
accommodation, such as short-term private rentals;
temporary social housing stock; and B&Bs and hostels
- with an additional 10,000 on the waiting list for such
accommodation

« The rate of homelessness is significantly greater in
Northern Ireland than in the rest of the UK

Source: Office for National Statistics (ONS), Shelter, Crisis BBC News Reality Check - "How many people sleep rough in England and how are they counted?"

26 February 2020 5


https://www.ons.gov.uk/peoplepopulationandcommunity/housing/articles/ukhomelessness/2005to2018#annex-data-sources
https://england.shelter.org.uk/__data/assets/pdf_file/0020/1620236/Homelessness_in_Great_Britain_-_the_numbers_behind_the_story_V2.pdf
https://www.crisis.org.uk/media/240419/the_homelessness_monitor_england_2019.pdf
https://www.bbc.co.uk/news/uk-45983897

BB Briefing - Housing 1.2 The UK’s Housing Crisis {n}

More than one million UK households are on council-housing waiting
lists

Waiting lists

* In April 2018, there were 1.11 million households on
English local authority waiting lists, down from a peak
of just over 1.8 millionin 2012

« These are low-income households who are eligible for
accommodation provided by councils or in homes
managed by housing associations — sometimes (but not
always) not-for-profit bodies, which are subsidised and
regulated by the relevant government
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« However, the stock of social housing has declined
substantially in recent decades

Note: There are some limitations with waiting lists as a measure of
need. Some people register in more than one place; local criteria
vary; there may be some double-counting; and some people stay on
the list even if their needs have been met elsewhere

1960s flats in Leeds

Source: Ministry of Housing, Communities and Local Government
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/773079/Local_Authority_Housing_Statistics_England_year_ending_March_2018.pdf

BB Briefing - Housing 1.3 The UK’s Housing Crisis 6}

More than four million people in the UK live in sub-standard or
inappropriate accommodation

Cateqories of sub-standard housing

* “Non-decent”: A home is defined as “non-decent” when it is not in a reasonable state of repair, does not
have reasonably modern facilities and services, or has ineffective insulation or heating

* According to the English Housing Survey, 4.3 million households in England were living in “non-
decent” homes in 2018 - about one-sixth of all households

« Unfit for human habitation: Housing charity Shelter estimates that around one million homes in England,
affecting 2.5 million people, are unfit for human habitation

 These are homes that under a government rating system pose “a serious and immediate risk to a
person’s health and safety”. This can include structural weakness, dampness, pest infestations, or fire
hazards

« Overcrowding: On average, an annual 788,000 of the 23 million households in England were estimated to
be overcrowded in the period between 2016 and 2019

« “Inappropriate” housing: This category includes council tenants housed, for example, in unsuitable
converted office blocks, or elderly residents in homes that do not meet, for example, their mobility needs.
Research by Heriot-Watt University found that 326,000 households in Great Britain lived in such conditions

Source: Shelter The Housing Act 1985 English Housing Survey Heriot-Watt University
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https://blog.shelter.org.uk/2018/12/fitness-for-human-habitation-an-early-christmas-present-for-renters
http://www.legislation.gov.uk/ukpga/1985/68/contents
https://www.ethnicity-facts-figures.service.gov.uk/housing/housing-conditions/non-decent-homes/latest
https://pureapps2.hw.ac.uk/ws/portalfiles/portal/24741931/HousingSupplyMay2019.pdf

BB Briefing - Housing 1.4 The UK’s Housing Crisis  {n}

Many households would like their own homes but cannot afford either
to buy or rent

The ‘hidden households’

» People who cannot afford to own or rent — the so-called hidden households - include:
* young adults who are still living at home with their parents
» 27% of 20-34-year-olds are still at home
* this category of 20-34-year-olds increased by one million between 1999 and 2019
» couples living with other family, such as in-laws
 couples who have divorced but are forced to keep living together because they cannot afford to live apart
« young adults sharing with groups of other young adults
+ families sharing a dwelling with other families (multiple occupancy)

* In 2018 the average age of a first-time-buyer was 30 - only a slight increase on 40 years ago partly because
poorer people, who are unlikely to get on the property ladder, are not reflected in the figures

» The problem of hidden households is largely driven by unaffordable housing: house prices relative to income
have nearly doubled since 1978

» Rent prices are high compared with incomes in most regions of England

Source: Office for National Statistics (ONS), UK Finance
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https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/families/datasets/youngadultslivingwiththeirparents
https://www.ukfinance.org.uk/data-and-research/data/mortgages/lending-trends

BB Briefing - Housing 1.5 The UK’s Housing Crisis  {n}

There are significant variations in the price of housing and rentals
across the UK

Determinants of regional variations

» Both property and rental prices are much higher in London
and south-east England than in other parts of the UK

« As a result, young Londoners seeking to own their first
home are at a significant disadvantage compared with
first-time buyers elsewhere in the UK

» Population density and local economic performance are
critical to determining property prices: urban prices are
generally higher, though there are big variations between
towns and cities

« Edinburgh’s property prices, for example, are
significantly higher than Glasgow’s - reflecting the
different economic conditions in the two cities

« Similarly, property prices in Manchester are higher than | —
in nearby Liverpool Woman looking at properties in an estate agent’s window

Source: ONS Rental Indices, UK House Price Index
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https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/indexofprivatehousingrentalprices/previousReleases
https://landregistry.data.gov.uk/app/ukhpi
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Part 2/10

Britain’s Housing Heritage

How have history, innovation and government
intervention affected the nature and ownership

of the UK’s housing stock?

And how do we compare with other European
countries?

26 February 2020
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“A man's house is his castle”

The Institutes of the Lawes of
England, Sir Edward Coke, 1628

26 February 2020
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BB Brieﬁng - HOUSing 2.1 Britain’s Housing Heritage ﬁ

Industrial change had a profound impact on the development of
Britain’s cities and housing stock

Long-term trends and their effects on housing needs

* Pre-1800: The Industrial Revolution

e Millions left rural areas and moved into towns
and cities

* 1800-1900: The Victorian Transformation

* Rising earnings and better health led to a
population explosion: from 11 million in 1800
to 37 million in 1900

« However, population growth soon outstripped
housing supply: the result was overcrowded
tenements and slums in many of our major
cities

* In the late 1800s, a new burgeoning middle
class looked for ways of escaping from
crowded urban centres, and began moving to
leafy outer-city areas - “the suburbs”

LS Lowry’s ‘Going to Work’

Source: Bank of England
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https://www.bankofengland.co.uk/statistics/research-datasets

BB Brieﬁng - Housing 2.2 Britain’s Housing Heritage ﬁ

Crowded urban conditions encouraged social reformers to campaign
for green spaces and better housing for the urban poor

Octavia Hill

« Octavia Hill was a campaigning social reformer in the late 19th and
early 20th Century

« She was a driving force behind the idea that people in cities needed
access to green spaces

» She helped to save Hampstead Heath and Parliament Fields in north
London from being built on, and to preserve them for the enjoyment
of Londoners

« She was one of the three founding members in 1895 of the National
Trust, a body set up to preserve places of historic interest or
outstanding beauty for the British public

 Octavia Hill was also a champion of social housing for the urban poor

« She started a number of housing projects for the London poor and
spawned similar projects by others, both in the UK and abroad -

Octavia Hill painted by John Singer Sargent,
1898

Source: Octavia Housing

26 February 2020 14


https://www.octaviahousing.org.uk/about-octavia-housing

BB Brieﬁng - HOUSing 2.3 Britain’s Housing Heritage @

Rapid expansion of London’s Tube network in the second half of the
19th Century powered suburban growth in south-east England

The London Underground in 1906 London’s Tube network

e
] S

- The evolution of the London

Underground system closely mirrors the

. development of outer-London suburbs
in the late 19th and early 20th Centuries

Metropolitan 1863
Hammersmith & City 1864
District 1868

Circle 1871

Northern 1890

Waterloo & City 1898
Central 1900

Bakerloo 1906

Piccadilly 1906

A5 §

» Overground rail networks had a similar
impact in South London and in other UK cities

Source: Transport for London
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https://tfl.gov.uk/corporate/about-tfl/culture-and-heritage/londons-transport-a-history/london-underground/a-brief-history-of-the-underground

YA [@ Briefing - Housing

2.4 Britain’s Housing Heritage @

Rising affluence in the 20th Century created demand for new kinds of

housing

The rise of suburbia and the new “garden cities”

» The 20th Century saw a huge expansion of new housing
in the suburbs in response to middle-class aspirations

« The advocacy of town planner Sir Ebenezer Howard,
who started the garden-city movement, led to new
“garden suburbs” being built. Letchworth, in 1903, was
the world’s first “garden city”

« A home with its own garden was a key attraction

e Letchworth boasted the UK’s first roundabout
(1909)

* A housing brochure from the 1920s proclaimed:

“It's the trees, the fairy dingles, and a hundred and one
things in which dame nature's fingers have lingered long
in setting out this beautiful array of wooden slope, trout
stream, meadow and hill top sites”

Source: Transport for London

The garden city of Letchworth

26 February 2020

16


https://tfl.gov.uk/corporate/about-tfl/culture-and-heritage/londons-transport-a-history/london-underground/a-brief-history-of-the-underground
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2.5 Britain’s Housing Heritage ﬁ

Other UK cities responded to the challenges of industrialisation in a

range of ways

Suburban developments

Bournville

* Bournville is a model village, on the
south side of Birmingham

* The Cadbury brothers built the tree-
lined village for workers at their
chocolate factory when it expanded
on to a green field site

« The village had railway links to
Birmingham and schools and sports
facilities

Helensburgh

The coastal town of Helensburgh,
30 miles from Glasgow, developed
rapidly in the late 19th and early
20th Centuries as a suburban
escape from the slums of the city

Hill House in the town (pictured
above), designed by architect
Charles Rennie Mackintosh, is
famous for its art deco interior

Didsbury
 The leafy suburb of Didsbury

once it  was
connected in 1880 by the
Midland Railway Line to
Manchester, as part of the
Victorians’ expansion of the city

» Didsbury includes the 21-acre
Fletcher Moss botanical gardens

developed

26 February 2020
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2.6 Britain’s Housing Heritage ﬁ

Home ownership in England and Wales rose throughout the 20th
Century

Proportion of households by tenure, England and Wales,
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Source: UK Government (Gov.uk)

Increases in owner occupation

Home ownership rose consistently throughout the
20th Century

In 1918, only 23% of British people owned their own
home: most people not owning a home lived in
private rented accommodation

During the 1930s, the suburbs mushroomed - with
an average of 300,000 new homes built every year

By the end of the 20th Century, home ownership had
risen to almost 70%, and private rental had fallen to
around 10%

The decline of private renting over the 20th Century
was the result of the increased availability of
mortgage-financed owner occupation and the rise of
social housing

26 February 2020
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/461440/Chapter_1_Trends_in_tenure.pdf

BB Brieﬁng - Housing 2.7 Britain’s Housing Heritage 6}

The development of a pioneering British institution — the building
society — helped fuel 20t*-Century home ownership

The evolution of the building society

« The building society is a British institution. Similar bodies evolved in other
countries but the UK institution led the way

« A building society is an organisation owned by members who contribute
their savings and who can borrow from the collective pool. It is thus known
as a mutual society

« The first building societies in the UK started in Birmingham in the 18th
Century; hundreds sprang up over time until virtually every British town and
city had its own

» Building societies specialised in providing long-term mortgages to its
members, and thus enabled millions of British people to buy their own home

* From 1989 onwards building societies were allowed to demutualise, which
meant they could become normal limited companies, like banks

 Most have now demutualised, closed down or been absorbed - = S e
Building societies are a common sight on Britain’s High

* In January 2020 there were 43 building societies in operation. Nationwide  Streets
Building Society remains the largest building society in the world, with more
than 15 million members

Source: Nationwide, Building Societies Association
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https://www.nationwide.co.uk/-/media/MainSite/documents/about/corporate-information/results-and-accounts/2017-2018/review-of-the-year-2018.pdf
https://www.bsa.org.uk/BSA/files/4c/4c973a8a-cfb5-4901-af3e-c51669e943e0.pdf

BB Brieﬁng - Housing 2.8 Britain’s Housing Heritage ﬁ

In the first half of the 20th Century, social housing evolved to provide
for those unable to afford private accommodation

The rise of social housing

* In the late 19th Century, the housing needs of the urban poor were met mainly by
philanthropists, charities and the Church

* From 1919, the government, began to build homes for soldiers returning from
World War One. This was popularly referred to as “Homes Fit for Heroes”

» This development marked the effective beginning of council housing, aimed at
providing homes for those who could not afford private rentals or to buy their own

 Extensive slum clearance in the 1930s made way for more council house building -
half a million council homes by 1933

 The provision of council housing was further extended after World War Two when
bomb-damaged properties had to be replaced and further slum clearances were
undertaken: 1.5 million council homes were built in the decade from 1945

» Modernisation of high-rise building techniques allowed more people to be housed
in flats

« Council housebuilding peaked under the Conservatives in 1953, when 220,000
new social homes were built

Housing estate in Poplar, east London

Source: BBC - Rethinking the Economics of Land and Housing

26 February 2020 20


https://www.bbc.co.uk/news/uk-14380936
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2.9 Britain’s Housing Heritage @

Most homes are now owner-occupied and little more than a third

rented
Number of dwellings by tenure, millions (2017) Dwellings by tenure
30 - . :
The majority of homes in Great
Britain, almost two-thirds, are
25 owner-occupied
B Rented from local
20 | authorities The remainder are rented, with
m Rented from housing ownership spl_lt between the public
associations and the private sectors. The
15 1 private sector is now almost twice
W Rented privately the size of the public sector
10 - :
B Owner-occupied A small number of dwellings -
56,000 - are other public sector
> 7 homes, including nursing homes
and army barracks
0

Source: UK Government (Gov.uk)

26 February 2020
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https://www.gov.uk/government/statistical-data-sets/live-tables-on-dwelling-stock-including-vacants
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2.10 Britain’s Housing Heritage ﬁ

The level of home ownership in the UK is close to the average for the

EU

100% -

90% -

80% A

70% A

60% -

50%

40% -

30% -

20% -

10%

0% -

Source: Eurostat

Population distribution by tenure status 2016
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reduced price or
free
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housing loan

B Owner, with
mortgage or
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EU patterns of home ownership

Many EU countries have higher owner
occupancy than the UK because of lower
property prices, and in some cases because of
relatively undeveloped rental markets

The UK has a higher-than-average proportion
of owners who bought their properties with a
mortgage or loan

The home ownership rate in France is
virtually the same as the UK’s.

Germany’s is lower, but because of
differences in tenure status, private renters
have similar levels of security to social
tenants in the UK

26 February 2020

22


https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=ilc_lvho02&lang=en

BB Briefing - Housing 2.11 Britain’s Housing Heritage 6}

The UK’s housing stock is the oldest in Europe

When were England’s homes built? Age characteristics of the housing stock across the UK
« Compared with other European countries, the UK:
25% 1 * has the largest proportion of homes built before

21% 0% 1970

o | 19%
20%  and the second-highest proportion built before 1919
15% 15% * Northern Ireland has the newest housing stock of the
four nations:
10% 8% 8% 9% « only 10% of its dwellings were built before 1919,

compared with 21% in England and Scotland, and
5% 26% in Wales

« Older housing stock is more likely to:

&e * cause health hazards
X4 . .
\' <\$  have higher maintenance costs

,,900’ » be less energy-efficient, leading to higher energy
bills for occupants and more environmental damage

1

1

0% -

'\ @' <o ‘)’
Q«Qf \o’\ \qu '\o’(o '\ojb

Source: Eurostat, Welsh Housing Conditions Survey, Scottish Housing Survey , English Housing Survey, Northern Ireland housing conditions survey
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https://ec.europa.eu/eurostat/statistics-explained/index.php?title=File:Dwellings_by_period_of_construction,_national_averages_and_capital_regions,_2011_(%25_share_of_all_dwellings)_PITEU17.png
https://gov.wales/welsh-housing-conditions-survey
https://www.gov.scot/publications/scotlands-people-annual-report-results-2018-scottish-household-survey/
https://www.gov.uk/government/collections/english-housing-survey#2018-to-2019
https://www.nihe.gov.uk/Working-With-Us/Research/House-Condition-Survey
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2.12 Britain’s Housing Heritage @

The size of UK homes is close to the European average

Average dwelling sizes in selected European

Cyprus
Belgium
Switzerland
Netherlands
Sweden
Spain
European Union
United Kingdom
Germany
France
Italy
Ireland
Poland
Romania

Source: Eurostat

countries, sg m

124
117
107
103
99
96

95
94
94
94

141

Average dwelling size

The larger European countries
(Germany, France, Italy and Spain,
along with the UK) all have similar
sizes of dwelling

The Eastern European countries
have significantly smaller homes

Romania’s homes are less than half
the size of the European average

26 February 2020
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https://ec.europa.eu/eurostat/statistics-explained/index.php/People_in_the_EU_-_statistics_on_housing_conditions#Housing_characteristics:_the_average_size_of_dwellings

BB Briefing - Housing 2.13 Britain’s Housing Heritage ﬁ

Semi-detached and terraced houses are the staple of the UK housing
stock

Population distribution by type of dwelling, 2017 Types of dwelling by country

100% - The UK has a far larger

. proportion of semi-detached
90% and terraced housing than the
80% EU average
7% « The UK is one of only three
60% m Other countries in Europe where
50% = Detached more than half of residents are

. living in a semi-detached or
40% B Semi-detached and terraced terraced house - the others
30% W Flat being the Netherlands and
20% Ireland

10%

0%
EU Spain  Germany Italy France UK
Average

Source: Eurostat
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https://appsso.eurostat.ec.europa.eu/nui/submitViewTableAction.do

IAEA[E Briefing - Housing

2.14 Britain’s Housing Heritage 6}

The UK has a very low proportion of flats compared with other

European countries

UK housing stock by type, 2017

i e 4

20% 27% 29% 23%
Flats (high- Terrace Semi- Detached
rise and detached
low-rise)

Source: UK Housing Review, NI House Conditions Survey (HCS) 2016

The number of flats

Houses account for 80% of the UK’s housing
stock and flats just 20%

42% of EU citizens lived in flats in 2016 -
more than double the percentage in the UK

Scotland has the highest proportion of flats in
the UK, with 36%

« This is largely due to the prominence of
tenements in Scotland, which make up
23% of the housing stock

26 February 2020
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https://www.ukhousingreview.org.uk/
https://www.nihe.gov.uk/Working-With-Us/Research/House-Condition-Survey
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Summary

Britain’s Housing Heritage

The Industrial Revolution helped drive the
development of Britain’s cities and towns. Poor
living conditions prompted slum clearance and
encouraged governments to build social housing.
The spread of the railway network boosted more
suburban living. The arrival of the building society
led to high levels of home ownership.

Britain’s legacy in the 21st Century is the oldest
housing stock in Europe, and by far the largest
proportion of people in Europe living in houses as
opposed to flats.

26 February 2020
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[IIA[E Briefing - Housing

Part 3/10

Homelessness How many families, children and lone

individuals in the UK have no home of their own
and are living in temporary accommodation or
sleeping rough? And why?

26 February 2020 pAS
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“This Christmas as many as 25,000
young people will be at risk of
homelessness. And remember this:
behind that appalling statistic is a
human being not much older than many
of our children and grandchildren who is
alone, frightened and confronted with
impossible choices. The scale of youth
homelessness...is shameful.”

Prince William, 2016

26 February 2020
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BB Brieﬁng - Housing 3.1 Homelessness 6}
There are 140,000 families officially deemed homeless in the UK

Number of officially homeless households, UK, 2002-2018 Homelessness
350,000  Homelessness peaked in 2003-04 at 291,000
households but reduced rapidly in the following
300,000 five years
250,000 » The main reasons for this rapid reduction were:
500.000 * an improving economic environment
* high expenditure from the Labour
120,000 government on helping people back to
100,000 independent living
« Since the financial crisis of 2008, homelessness
50,000 : .
has remained fairly constant at an average of
0 around 140,000 households, representing some
> o o A I RN RICI R 320,000 people
Qo"/ T o‘b SRS ICIICIIN L :
S S S fz, S S S S S S S SD « This figure does not include types of

homelessness that are not officially recorded,
such as people sofa surfing with friends

Source: Shelter, UK Government (Gov.uk), Gov.scot ,Gov.wales
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https://england.shelter.org.uk/media/press_releases/articles/320,000_people_in_britain_are_now_homeless,_as_numbers_keep_rising
https://www.gov.uk/government/statistical-data-sets/live-tables-on-homelessness
https://www2.gov.scot/Topics/Statistics/Browse/Housing-Regeneration/RefTables
https://gov.wales/sites/default/files/statistics-and-research/2019-07/homelessness-april-2018-march-2019-993.pdf

BB Brieﬁng - Housing 3.2 Homelessness ﬁ}

Homelessness is not confined to people living on the streets

UK housing charity Shelter’s definition of homelessness

« Staying with friends or family

« Stayingin a hostel, night shelter or B&B

« Squatting (because there is no legal right to stay)
» Atrisk of violence or abuse in the home

« Living in poor conditions that affect health

« Living apart from family because there is no place to
live together

Source: Shelter
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https://england.shelter.org.uk/__data/assets/pdf_file/0020/1620236/Homelessness_in_Great_Britain_-_the_numbers_behind_the_story_V2.pdf
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3.3 Homelessness ﬁ

Many homeless families in the UK are living in temporary

accommodation

Mary Smith

B YOUD/SHELTER

* Mary Smith lives in temporary accommodation in
Watford with her three sons

» She struggled to hold on to her job in a shoe shop
because of her housing situation

« "We've lived in three different places in two years,
and it's been really tough on the children."

Source: BBC News

S FRANCK/SHELTER

Carly Stutter and her children

Carly Stutter, 30, from Croydon, has been living in hostels and B&Bs
for more than two years with three children aged six, 10 and 11

Miss Stutter shares a bed with Archie, her six-year-old son, and says
she turns everything off and lies in the dark at about 8.30pm so the
children can sleep

They left their privately rented home after the landlord put up the
rent from £1,200 to £1,500 a month, which Miss Stutter could not
afford

26 February 2020
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https://www.bbc.co.uk/news/education-46289259

BB Brieﬁng - HOUSing 3.4 Homelessness @

More than 200,000 children in England are officially deemed to be
homeless

Child homelessness

In August 2019, the children’s commissioner for
England said more than 210,000 children in
England were estimated to be homeless:

« 120,000 are deemed officially homeless,
and are living in temporary
accommodation

* 90,000 are “sofa-surfing” with family or
friends

« Of the 120,000 children in temporary
accommodation in 2017:

« 51,000 had been in the accommodation

fOI’ more than six months Bristol, Cardiff and London are among the cities where shipping containers are used to house
homeless people, including families with children

« 6,000 had been living in temporary
accommodation for more than a year

Source: Children's Commissioner
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There are many causes of homelessness

Reasons for homelessness (%), England
Q3 2017-Q1 2018

Family or friends no longer willing or
able to accommodate

Termination of AST - assured
shorthold tenancy (eviction)

Violence or threat of violence

Loss of rental accomodation for
reasons other than termination of AST
Breakdown of relationship with
partner (non-violent)
Left institutional or local-authority
care

Evicted for rent arrears

| | | | | |

0% 10% 20%

Source: Office for National Statistics (ONS)

30%

The causes of homelessness

The most immediate causes of homelessness are:
 being asked to leave by friends or family
« domestic violence or breakups
* being evicted by a landlord

* leaving prison or other institutions with no home
togoto

Common reasons for eviction by a landlord are:

* lease violation

* rent arrears

» property damage

In all these situations, inability to pay, mental health

and drug or alcohol addiction can be contributory
factors
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Continuing homelessness since the financial crisis may in part be due
to changes in public policy

Housing benefit expenditure totals for countries and Some of the public policy shifts since 2008

regions of Great Britain (£bn)

| » The proportion of the available homes that are
. allocated to the homeless is also now slightly lower
Ly T T T T T TS TS (23%) than it was before the 2008 recession (26%)

- = = ™ ™ ™ ™= ™

§ Q2090900090 « As aresult, 18,000 fewer social homes were provided
to the homeless in 2017-18 than 10 years previously

 Since 2013, after three decades of growth, housing benefit
has been flat or falling. Reductions or delays in benefit

30 payments may contribute to evictions and rent arrears

25

 Councils, affected by public spending cuts, have also reduced
2 | ‘ investment in activities relating to homelessness - from
o O

1 nearly £3bn in 2008 to just over £2bn in 2017

» Due to Right to Buy and low levels of social housebuilding,

1 the number of social homes currently available is very low

o Ul o (2} o

2001-2 N———
2002-3 I
2003-4 NI
2004-5 I
2005-6 I
2006-7 I
2007-8 I

O I

0 I

Source: UK Government (Gov.uk), Crisis
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Homelessness is far higher in London than in the rest of England

Region Homelessness rate

London

West Midlands

East

South East

South West

East Midlands

North West

Yorkshire and the Humber
North East

Source: Shelter

1in 53
11in 246
1in 306
11in 307
11in 522
1in 655
11in 681
11in 962
1in 1163

Homelessness around the UK

In London as a whole, the rate of homelessness is one in 53
people, high compared with the next highest regional rate, of
one in 246 in the West Midlands

According to Crisis, a national charity for homeless people,
Newham in east London is the worst area for homelessness in
the UK: an estimated one in 24 people are homeless

In some other major cities such as Newcastle (one in 1,168) and
Leeds (one in 8,794) the homeless rates are significantly lower

Although direct comparisons are difficult, estimates suggest
that homelessness is worst in Northern Ireland, with around
one in 40 individuals identified as officially homeless by the
Northern Ireland Housing Executive
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Of the 320,000 homeless people in the UK, just over 5,000 are rough-

sleepers

Composition of the official homeless
population, UK

5,100(2%)

320,000
VRGO 4.920(2%)

B Rough sleeping

M In social services

294,950
(92%

B Homeless hostel

B Temporary
accommodation

0

Source: Shelter

Rough sleeping

92% of all homeless people are housed in temporary
accommodation, around 5% in homeless hostels and the remainder
are in social-services accommodation or sleeping rough

Official homeless statistics do not include those who are sofa surfing

Rough-sleeping is defined by the government as “people sleeping,
or bedded down, in the open air; people in buildings or other places
not designed for habitation”

There are many possible causes of rough-sleeping, including family
conflict, mental-health problems, financial difficulties and substance
misuse

« These issues sometimes mean rough-sleepers cannot obtain
access to temporary accommodation

« Foreign nationals and asylum seekers sleeping rough may not
be eligible for public funds and facilities, thus exacerbating
their problems
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The number of rough-sleepers in England and Wales has more than
doubled since 2010

5,000
4,500
4,000
3,500
3,000
2,500
2,000
1,500
1,000

500

Source: Office for National Statistics (ONS), Combined Homelessness and Information Network (CHAIN)

1

1

1

1

1

1

1

1

Number of people sleeping rough,
snapshot,
England and Wales

1 T T T T T T T T

2010 2011 2012 2013 2014 2015 2016 2017 2018

Rough-sleeping trends

The number of rough-sleepers recorded in official figures in
England and Wales in 2018 was more than 2.5 times larger
thanin 2010

Rough-sleeping has levelled off in the last two years

« with official estimates recording a 2% decrease
nationally,

« and a 19% reduction in those areas targeted by the
Rough Sleeping Initiative, between 2017 and 2018

These figures estimate the number of rough-sleepers on a
particular night, and therefore do not necessarily illustrate
the full scale of rough-sleeping

For example, more detailed research by the Combined
Homelessness and Information Network found that there
were 8,655 people sleeping rough in 2018 in London alone
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People end up sleeping rough for different reasons

Samantha Bird

« Samantha, 30, has been sleeping on the
streets of Birmingham for two years

* She grew up in foster care and has been
sectioned for mental-health issues

e Ms Bird said life on the streets was
dangerous

* "A friend of mine was asleep and he got
kicked in the face. People go, ‘Look at her,
she's a druggy, she's an alcoholic'. We're
not all like that”

Anthony
Anthony was living on the streets of Lincoln
in 2019 - the second time he had been
homeless that year

"It's down to drugs and coming out of jail. |
got out of prison five weeks ago"

Anthony was sleeping in the doorway of
House of Fraser with other homeless people

"I get woken up about 7am by the staff at
House of Fraser, pack my stuff, get
breakfast, get my meth and go and sit under
a bridge all day”

Source: BBC News - Rough sleeping stories, December 2019, BBC News - Homelessness in the UK

Dirk Holding

Dirk, 51, has slept rough most of his life and
spent four months living in a sewer in Brighton
in 2019

He ran away from children’s homes as a
teenager and became addicted to prescription
drugs

He got clean in prison but on release was housed
with drug addicts - so left and slept rough

"There's stabbings and there's fights and there's
abuse and there's a lot of horrible things happen
when you're homeless”
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https://www.bbc.co.uk/news/uk-england-50823552
https://www.bbc.co.uk/news/topics/cq5p4rz6q88t/homelessness-in-the-uk
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Finland is the only EU country to have seen a substantial reduction in

homelessness

Finland’s Housing First policy

 Finland’s Housing First initiative is aimed
particularly at rough sleepers: in Helsinki, there
used to be thousands of people sleeping rough in
the streets, whereas today there are virtually none

« The Finnish government has been operating
Housing First since 2007. Under the policy,
homeless people are provided with their own
permanent accommodation with no questions asked
or rules imposed

« For example, people with addictions can

continue to drink or to take drugs in the M TREIE
accommodation provided Thomas Salmi

* They are also given mentoring and constant Thomas Salmi, 24, was an alcoholic. He became
human support homeless at 18 and lived on the streets of Helsinki for

three years, often in sub-zero temperatures. Recently, he
has been living in his own apartment under the Housing
First policy. Thomas now drinks only at weekends

Source: BBC News - The city with no homeless on the streets, January 2019, BBC News - Homelessness
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Pilot projects based on the Finnish Housing First approach are being
trialled around the UK

UK Housing First pilot schemes

« UK Housing First pilots - based on the Finnish model of providing rough
sleepers with accommodation without any preconditions attached -
were first tried in Glasgow and Camden, north London, in 2010

 In 2018 the government provided £28m for three Housing First pilots in
Greater Manchester, Liverpool and the West Midlands

 In London there are small-scale Housing First programmes running in
11 boroughs; In Scotland five cities are trialling Housing First schemes

« The success of the schemes is still being assessed but international
evidence from other Housing First pilots suggests they are having

similar beneficial results to schemes in Finland , , ,
. . Jeff Aulton (left), 48, was a heroin addict who lived
* Nevertheless, any success is conditional rough on the streets of Walsall. In 2018 he was one of
« “There’s a lot of cheerleading around Housing First but not a lot of  the first people to benefit from the town’s Housing First

examination of it,” says Tony Cain, pohcy manager at the scheme. He is now clean and has made his flat his own
Association of Local Authority Chief Housing Officers. “It requiresa  Martyn Matthews, 33, was a drug addict sleeping rough,
co-ordinated and consistent high-level support response. If there’s  until Jeff offered him a home and helped him kick his

a concern at the moment, it’s that the support is not there.” habit

~ ASHERRATT

Jeff Aulton and Martyn Matthews

“l can’t thank him enough,” says Martyn

Source:The Sunday Times, Inside Housing,
London Assembly Publications - "Housing First: a solution to chronic homelessness?", 2019,
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https://www.thetimes.co.uk/article/the-key-to-the-homeless-crisis-a-flat-of-ones-own-7hxm67n2k?shareToken=a10292188fe32cc87a375797fd319bfd
https://www.thetimes.co.uk/article/the-key-to-the-homeless-crisis-a-flat-of-ones-own-7hxm67n2k?shareToken=a10292188fe32cc87a375797fd319bfd
london.gov.uk/about-us/london-assembly/london-assembly-publications/housing-first-solution-chronic-homelessness
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Summary

Homelessness

The scale of homelessness in the UK reduced
significantly after 2003 but has been at a constant
level in recent years, as housing benefit has
remained flat or fallen; as less social housing has
been available, and as there has been a substantial
drop in local-authority investment in services for
the homeless.

Currently, 140,000 families - including 200,000
children - live in temporary accommodation - or
live in hostels or B&Bs. An estimated 5,000-8,000
individuals sleep rough - figures which have risen
substantially in the past decade.
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Part 4/10

A Home of Your Own Why is it becoming harder to afford a home of your own?

And what is the impact?
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“Be it ever so humble, there's no place like home
A charm from the skies seems to hallow us there
Which seek thro' the world, is ne'er met elsewhere
Home! Home!

Sweet, sweet home!
There's no place like home

'”

John Howard Payne / Sir Henry Bishop, popular song, 1823
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The ‘housing ladder’ is a popular term to describe the aspiration to
progress through different levels of housing at each life stage

Charting the housing ladder

s Flat with
access to
65 - facilities
Large house for
60 - visiting (grand)
children
55 A Larger house
teenage
50 - children
v Large house /]\
<? 45 - young children
Couple in small Can be in the form of an
40 - house extension of a current house
| Couplein
3 own flat
30 1 Own flat

25
Shared flat

20
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An enduring factor in driving property ownership has been its value as
an investment

“The wise young man or wage earner of today invests his money in
real estate.”

Andrew Carnegie, Scottish business leader and philanthropist, 1835-1919

“Buy land, they're not making it anymore.”
Mark Twain, author, 1835-1910
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Buying property in the UK has generally been more financially
beneficial than renting

The relative advantages and disadvantages of buying and renting

» The rental costs of a given property are 30-50% higher than buying the same property over, say, a 10-
year period

» Those renting a property pay 3.5% - 4% of its value each year, but end up with no asset, and tend to pay
more in rent as the value of the property increases

» Those buying the same property with a deposit and a 90% mortgage end up paying 3-4% of the value of
the property per year in interest and repayments, plus maintenance costs, but end up with an asset and
therefore benefit from any increase in the value of the property

« Ownership of one’s own property is also a hedge against future housing requirements (particularly in
retirement)

* If interest rates are low and property prices are rising, buying is a more beneficial option than renting —
though property prices can fall, and periodically do

« The financial benefits of home ownership have also been encouraged in the 20th Century by
government policies such as credit-market deregulation and tax relief on mortgage interest (until 2000)

Source: Curbed
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Rising house prices have enhanced the appeal of home-ownership
over the past half-century

UK average (nominal) house prices (£), House prices and income
1952-2018 » House prices have risen in the UK over the last half-century, though

250,000 there are marked regional differences, and there have also been
significant periods of flat or negative growth

200,000 « UK house prices have grown faster than incomes: between 1997 and
2017 house prices rose 260% on average, while average income
grew only 70%

150,000

* In 1968 the average UK house price was £3,600; in 2019 it was
£229,000. If grocery prices had increased at the same rate as house

100,000 prices, a four-pint carton of milk would cost £10.45 today and a
chicken £51.18
50,000 * Rising house prices have a two-fold effect:
» people want to buy before prices rise even higher
0 « property is likely to be a good long-term investment

hh OO RNRND®®OO®o S « = » Home-ownership as an investment has been less volatile than the
o O OO O O OO 0O O OO0 0O O O O O . .
FFFFFFFFFF N NN AN stock market and produced slightly higher returns

» Property now represents over a third of personal wealth in the UK

Source: Nationwide
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Differences in tenancy laws may explain why home-ownership is more
popular in the UK than in some parts of Europe

Comparisons between the UK and Germany
Owner-occupation in the UK accounts for 65% of the housing market; in Germany it is 52%
In the 20 years to 2017, UK house prices grew 259%, and German house prices rose by 27% on average
Renting in Germany offers greater security of tenure
* in the UK, tenancy contracts tend to be 12 months; in Germany they can be indefinite
 the average tenancy length in the UK is two-and-a-half years; in Germany it is 11 years
German rent control legislation and taxation are much stricter than in the UK

Scotland has tightened renters’ security of tenure significantly since 2018, while the landlord right to ‘no fault
evictions’ is being removed in England and Wales, where a number of other changes are underway
Source: RenKap
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The UK’s love affair with home-ownership is mirrored in today’s

popular culture

IRANL
DESIGN(SNTLE
Property programmes

* The number of property and interior
design programmes on television
reflect an audience appetite for this
topic

* There are currently around 40 different
property programmes on UK television

 Channel 4 had 12 regular such
programmes in 2016 alone

* Its flagship Grand Designs has run to
more than 200 episodes over 20
seasons

changing

Property magazines

e There are more than 100

property and interior-design
magazines in circulation in
the UK

Good Housekeeping - a
general- interest publication
featuring many different
aspects of keeping home -
was read by more than two
million individuals in Great
Britain in 2018

Source: New Statesman, Independent, ABC (UK media industry data analysis provider and auditor)

(=3

Gardeners’
word -

The British love of gardens

« Garden design has been part of British

tradition for centuries, with designers like
Capability Brown and Gertrude Jekyll as
famous as architects

The National Trust, which maintains
historic homes and gardens for public
enjoyment, now has more than five
million members

In 2018, historic properties and houses in
the UK received 180 million visits — five
times more than the total attendance at
league football matches for 2017
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Rapid population growth has been a key factor in driving recent

demand for housing

UK population 1952-2018

68

66

Post-war Immigratio

o baby boom Low growth

62
60

58

56

54

52

50
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Source: Office for National Statistics (ONS), UK Census, 2011

n boom

2005
2008
2011

2014

2017

UK Population Growth

Between 2006 and 2016 the UK population
increased by 8% - the fastest 10-year growth for a
century

60% of UK population growth since 2000 has been
due to net migration (including descendants of
migrants)

Population growth has been much faster in urban
and suburban areas than in rural areas

The UK’s population growth is projected to slow
down, but is nevertheless expected to reach nearly
70 million by 2028, fuelling further housing demand

26 February 2020

53


https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationestimates
https://www.ons.gov.uk/census/2011census

YA [@ Briefing - Housing

4.8 A Home of Your Own ﬁ

Changing household patterns have led to increased housing demand

Categories of UK households (millions)

Married /
civil
partnership
couples
households

Single-adult
households

Single-
parent
households

Co-habiting
couple
households

Source: Office for National Statistics (ONS)

12.3

7.4

2.9

2.7

12.8

8.1

2.9

3.5

Effects of social change

There has been a significant increase in the number of
households composed of single adults and couples without
children over the last 20 years

The increase in single-adult households has been driven not
only by people living longer, but also by the growth in the
number of single men aged 45-64 living alone. This may be
explained by their having divorced, and their wives and
children retaining the family home

The effect of these long-term demographic changes has been
to increase the number of households by 3.3 million in 20
years, and thus in the process to increase demand for housing

However, other social trends, such as the increase in the
number of young adults living with their parents and the
increase in multi-family households, has meant the average
household size has remained at about 2.4 over the last 20
years
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People living longer puts additional pressure on the housing stock

People living alone by age (thousands), UK,1997 - 2017

3,000
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Source: Office for National Statistics (ONS)
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The ageing UK population

People are living longer: the proportion of the UK
population aged 75 and over is projected to increase
from 8% to 13% over the next 25 years

Many older people are likely, at some point, to be
living alone

Based on the current shortfall in specialist housing
and population projections, information service
Housing LIN estimates a shortfall of 400,000 units of
specialist housing for older people by 2035

Specialist housing allows elderly people to enjoy
independence and privacy, but also to access on-site
support and shared facilities
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The demand for housing for older people living in country areas has
been growing rapidly

Growth in urban and rural populations, England

f

Age 20-54

2001 - 2015
Rural
[ 30% ] [ 28% ] [ 1% ]
R
1t | 46t |
TRRRT | RRRR T
18900 | 4084 | hidd
fterer | ARt | TR
Age 55-74 Age 75+ Age 20-54

Source: Resolution Foundation

Urban

[ 19% ] [ 13% ]
e e
i | 11944
00
Age 55-74 Age 75+

The demographic divide

The Resolution Foundation has described a process of
“demographic divergence” in which the average age in
rural populations is rising - and urban populations are
becoming younger

The fastest-growing population groups overall are
rural 55-74s, and rural people over 75

The average age in rural areas is 45 (and rising),
compared with 39 for urban areas

The ageing rural population increases demand for
properties that are suitable for older people - be it
specialist housing, lifetime or care homes, or adapted
homes

The move of younger people to urban areas is a
significant driver behind the increase in urban house
and rental prices, which in turn increases
unaffordability for that age group
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Many older people live in housing that is unsuitable for their specific
needs

Requirements for housing older people

* Older people have specific needs: for example, accommodation free from
hazards to prevent falls, or that is wheelchair-accessible, or that is single-
storey, to improve mobility

 Older people tend to feel the cold and need housing that is easy to heat and
well-insulated. “Fuel poverty” is defined as where an unacceptably high
proportion of income needs to be spent on heating. The 2017 annual fuel-
poverty statistics show that since 2013 the proportion of households aged
75 and over in fuel poverty has been increasing

» The proportion of those aged 65 and over in the UK was 18% in 2016, and is
expected to rise steadily - yet only 7% of existing homes in the UK currently
meet basic accessibility requirements for the elderly

» The number of people aged 85 and over will more than double in the UK in
the next 25 years, with forecasts suggesting that nearly 90% of local
authorities are each likely to require at least 1,000 additional specialist
dwellings by 2035

Source: New Policy Institute (NPI) - Market Assessment of Housing Options for Older People, 2012, UK Parliament
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More people now want to live in city centres

Population growth in city centres (2002-2015) Reasons for increased urban population

« Many UK city centres’ populations have doubled in the last 20 years

« Twenty years ago, city centres were seen as unattractive places to live,
with high crime rates, poor schools and unattractive housing stock

* Since then educational opportunities have improved:

Liverpool

Birmingham

Leeds
Manchester « Programmes such as Teach First, the London Challenge (a
successful initiative to raise school standards), and the
Newcastle introduction of independent academies and free schools have

encouraged families with children
* There has been a big rise in the number of young adults

Milton Keynes

Cardiff : iversiti
attending urban universities
Bristol  Immigration is also a factor: new arrivals tend to settle first in urban
Norwich areas
Brighton « The trend towards city living is most pronounced in the north of
England and Midlands, including the cities of Birmingham, Manchester,
London Sheffield and Leeds
0% 50%  100%  150%  200% « The move towards city living increases housing pressure and raises both

house and rental prices

Source: BBC News - The UK's rapid return to city centre living, June 2018, Centre for Cities
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Liverpool has the UK’s fastest-growing city centre

Liverpool city centre

* Liverpool’s city centre population almost doubled between 2002 and
2015

« The growth has been largely fuelled by the young (the city’s student
population alone tripled between 2001 and 2011)

« Economic, cultural and social regeneration have increased Liverpool’s
appeal
» Liverpool City of Culture in 2008 was accompanied by a large increase

in spending on the arts. The regenerated Albert Docks has major
museums and the largest group of listed Grade | buildings in the UK

* Liverpool now has one of the UK’s top shopping complexes (Liverpool
One), as well as fashionable restaurants, bars and clubs

« Liverpool Football Club and Beatles attractions bring investment into
the city, as well as visitors from all over the world

« With its modernised container handling, Liverpool is the UK’s fourth-
busiest port

Liverpool’s refurbished Albert Dock

Source; Liverpool University , Albert Dock, Liverpool's 2011 Census, One Touch Property Investment - "Regeneration of Liverpool: The City's Changing Skyline"
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Buy to Let mortgages have increased competition for home owners

The evolution of Buy to Let

The 1988 Housing Act introduced assured shorthold
tenancies, which limited tenants’ rights to remain in rental
properties

This change gave property investors more confidence to
acquire such properties and encouraged lending institutions
to introduce Buy to Let mortgages from 1996 onwards

This, in effect, allowed investors to apply for mortgages on
residential properties (often second or more properties),
specifically for the purpose of letting them out

Between 2000 and 2015, the tax regime was more
favourable to Buy to Let owners than owner occupiers

Buy to Let was an important driver of housing demand in the
late 1990s and early 2000s

Many economists believe that these mortgages caused the
housing market to overheat in the run-up to 2008

Source: Financial Times

Restrictions on Buy to Let

* In 2015, the coalition Chancellor, George Osborne,
dampened demand by introducing restrictions on Buy to
Let mortgages:

e tax relief on finance costs was reduced
 various allowances for landlords were reduced

* a 3% additional surcharge was imposed on stamp
duty on Buy to Let purchases

 an accelerated payment schedule for capital-gains
tax was introduced

« The financial regulatory authorities also introduced
stricter affordability criteria for potential investors

« As a result of these interventions, the number of Buy to
Let mortgages has fallen markedly. In 2011 they
accounted for 19% of homes purchased in Great Britain.
By February 2019 Buy to Let purchases had declined to
11%
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The 2008 financial crisis led to a marked fall in lending for home-
ownership

Number of UK mortgage sales by vear, including Fall in mortgage lending after 2008
remortgaging (millions)
o5 « The 2008 global financial crash was triggered in
large part (especially in the US) by the low cost of
borrowing, which allowed many households to
2 1 take on mortgages they could not afford,
contributing to high levels of debt and to
unsustainable house prices

 In the immediate aftermath of 2008, credit

restrictions were tightened and mortgage lending
14 /—/ plummeted

* In the past decade, mortgage lending has risen

1.5 4

05 - very slowly, and is still less than half the level it
reached in 2006

0 L « More people today own their property outright

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 (without a mortgage) than own it with a mortgage

Source: Trading Economics
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The 2008 financial crisis has created a two-tier market for home-
ownership

Changes in lending conditions since 2008 The effect on first time buyers

- After the 2007-8 crisis, lending conditions  Historically low interest rates since 2009 mean those

became much stricter with existing assets or wealth can access the housing
market because the higher deposit requirements are
not a barrier and because — with interest rates low - the
cost of repaying a mortgage will be favourable

 Before 2008, financial institutions had been
prepared in some circumstances to lend 95%, or
even 100%, of the purchase price of a property
to a borrower, which meant that the borrower « But those without existing assets — generally younger
had to find only a 5% deposit or none at all people - are less able than previously to pay a high

- After 2008, lending institutions generally deposit and to step on to the housing ladder

required higher deposits — typically a minimum « These new financial circumstances have been a key
of 10%, but sometimes as high as 25% - as well factor in the low home-ownership rates among young
as imposing stricter affordability checks people compared with previous generations

* In the last few years, some 95% mortgages have
become available again, albeit at higher interest
rates

Source: Financial Conduct Authority, UK Finance
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Today’s young adults are far less likely to own their own home than

previous generations

Home-ownership rates of 25-34-year-olds

North East exc. Tyne and Wear
West Yorkshire
North West exc. metro areas
Scotland
South West
West Midlands exc. metro area
Rest of Yorshire and Humberside
Greater Manchester
East Midlands
Wales
South East
East Anglia
Tyne and Wear

Northern Ireland H 1997

South Yorkshire 2017
Merseyside
West Midlands (Metropolitan)
London

1 T T T T T T 1

0% 10% 20% 30% 40% 50% 60% 70%

Source: Institute for Fiscal Studies (IFS) Green Budget 2018, Resolution Foundation

Home-ownership rates and the young

 Over the past 20 years, home-ownership
rates have fallen dramatically across all
regions

« The fall is particularly stark in metropolitan
areas, but also in Northern Ireland

* Research by the Resolution Foundation
suggests that one in three millennials -
people born between 1981 and 2000 - will
remain in private renting beyond retirement
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Young adults are increasingly living at home with their parents

Younq people living with their parents

20-25-year-olds
living with parents 1.9 2.4
(millions)

% of all 20-25-year-
olds living with their
parents

41% 48%

Source: Office for National Statistics (ONS)

Increase in young adults remaining at home

Over the past two decades, there has been a marked
increase in the number of young adults living at home
with their parents

There are now 500,000 more people aged between 20
and 25 living at home with their parents than in 1996

This is largely either because they cannot afford to rent
independently or because they cannot afford the
deposit and mortgage payments to buy their own home

Unaffordability has a consequence in the labour
markets as young professionals may be less willing or
able to move to new jobs

The cost of housing in different areas can also affect
mobility, while areas of relatively high home-ownership
may also have more unemployment because of the
reluctance - or inability - of owner-occupiers to uproot
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Family members are increasingly helping first-time buyers to raise a
mortgage

What are the main sources of deposits for first-time buyers? Deposit finance for first-time buyers

» The Building Societies Association reports that
59% of potential first-time buyers now expect
Financial help: family or friends their parents or other family members to

support them in some way
Individual savings . . . .
 More than one-third of first-time buyers in

Other gifts: family or friends England used a gift from family or friends for at

hert least some of their deposit
nheritance

» The “Bank of Mum and Dad” is now regarded as
one of the top 10 housing lenders in the UK

Informal loans: family or friends

Savings/pension pots: family members « According to Legal and General, family support

Equity release: family members underpinned 27% of all house purchases in
2018
Downsizing: family members
—— « L&G calculates that family gifts and loans
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100% tota“_ed £5.7 bn in 2018

Source: Building Societies Association, English Housing Survey
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Many young people now live with parents or in multi-occupancy
households

A ARMENIAN
Sian Webb and Andre Armenian The Cotter family
« Owning their own home feels like a distant dream for Andre e Trainee chef Dan Cotter, 18, lives with his mother, her
Armenian, 29, and his fiancée, Sian Webb, 28, who save more of partner, Dan’s sister, niece and uncle in a specially
their wages by living 35 miles apart in their parents’ houses - he converted home in the Kent seaside town of Margate
in St Albans, Hertfordshire, she in Romford, Essex  The Cotters previously lived in three separate homes
« "Renting is astronomical. If we did that, it would be a decade around the town, but moving in together has allowed them
before we could buy a home," says Andre to save on rental costs
« "The path ahead of us is very daunting. We are laden with * The extended family, who has lived together for a year,
student debts, our incomes are not particularly high, our have had their rental extended for a further 12 months. But
commuting costs are high, and house prices are becoming more they hope it will be their home for many years to come

and more disproportionate to incomes."

Source: BBC News - Housing ladder: 'We live apart to save more money to buy a home', November 2019, BBC News - Three generations under one roof to beat the housing crisis, October 2019
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In many UK towns, key workers can no longer afford to buy their own

home

Proportion of UK towns that are affordable for key

workers %

50
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2007 2012 2016
m All Key Workers B Nurses B Teachers B Paramedics

Source: Halifax Key Worker Housing Review, 2017
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Affordability for key workers

Only 14% of UK towns are currently considered affordable
for key workers to buy their own homes

The position was more positive in 2012, soon after the
financial crisis, when house prices were relatively low

From 2016-2019, house prices have risen and wages for
key workers have been frozen, which has led to a decline in
affordability

The situation is particularly difficult for nurses: only 7% of
UK towns are currently considered affordable for nursing
staff
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Inability to buy or rent a home of their own forces many people to live
in overcrowded accommodation

10%
9%
8%
7%
6%
5%
4%
3%
2%
1%
0%

Proportion of households in overcrowded conditions, by tenure
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Source: English Housing Survey

Scale of overcrowding

« 788,000 of the estimated 23.5
million households in England were

officially classified as overcrowded
in the period 2016 to 2019

» Overcrowding disproportionately
affects people in rental properties,
especially in social housing:

* 8% of social rented households
were overcrowded in 2018-19

 Over 6% of private rented
households were overcrowded
in 2018-19
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Financial and rental problems can fuel overcrowding

Overcrowding in Wembley

« The Housing Act 1985 lays down official criteria on what
constitutes illegal overcrowding

* In 2016, council officials discovered twenty-six bunk
beds in a four-bedroom house in Wembley, north London

» Residents were charged £50-£60 a week each in rent,
equating to around £80,000 a year for the landlord

* One of the residents said he felt he was left with no
choice but to live there as his job as a carer for the
elderly paid so little

Source: BBC London News video - Dangerous overcrowding in London homes, 2016

Overcrowding in Harrow

In nearby Harrow, a similar raid found another
four-bedroom property housing 13 people,
mainly immigrants from Hungary

The tenants claimed their landlord gave them
just two weeks’ notice to leave their previous
property

The tenants said they had no choice but to live
there. "This is the cheapest place | can find a
room,” one of the residents said
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A significant number of people in England are living in ‘non-decent’

homes

Number of ‘non-decent’ homes in England (millions)

M Social rental

2008 to0 2018
B Private rental

0 1 T T T T T T T T T T

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

(9]
|

(%2}
|

n
|

w
|

N
|

—_
|

Source: English Housing Survey, UK Government (Gov.uk)

Sub-standard housing in England

The government defines a household as “non-decent”
when it is not in a reasonable state of repair; does not have
reasonably modern facilities and services, or has ineffective
insulation or heating

4.3 million households, comprising nearly a fifth of
England’s housing stock, were deemed “non-decent” in
2018

The Decent Homes Programme, introduced by the UK
government in 2001, was largely responsible for the steady
improvement in social-housing standards, although this
initiative ended in 2015

In 2018, 25% of the private rental stock, 17% of owner-
occupied dwellings and 12% of the social rental stock were
deemed “non-decent”
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Summary of the main social changes affecting UK housing demand

Main social drivers of
increased housing

demand
Population growth .
People living longer .

Changing social patterns
of marriage, co-
habitation and divorce

Changing patterns of .
location
Popular culture .

Source: Office for National Statistics (ONS)

Impact on housing demand

Rapid population growth over the last two decades and a forecast of continuing population
growth puts pressure on demand for housing

The proportion of the population aged 75 and over has been increasing and is projected to
rise further over the next 25 years, also increasing housing demand

Significant long-term changes in relationship patterns have led to a rapid growth in the
number of households and to increased housing demand

Many more young people have been moving to city centres — which puts pressure on urban
accommodation; and older people are moving to the countryside, increasing pressure for
suitable housing there

Extensive coverage in the print and broadcast media of home-ownership and related
activities, such as gardening, have increased demand for a home of one’s own or for moving
up the housing market
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Summary of the main structural and economic factors affecting UK

housing demand

Structural and .
Impact on housing demand

Rising incomes O
Buying better than .
renting

Property as a long-term 0
investment

Financial factors .
Government .

intervention

A shortage of social .
housing

Unsatisfactory housing .
conditions

As real incomes rise, people are more likely to be able to obtain and to service a first or a larger mortgage

Investing in buying property is seen as beneficial because it is regarded as economically more
advantageous over time than renting

The long-term increase in house prices means property is regarded as a safe investment

Financial factors — such as interest rates, mortgage conditions and tax regimes (eg capital gains
exemptions on primary residences) — can have a marked effect on housing demand, either increasing or
reducing it

Government programmes can have far-reaching effects on housing demand, evidenced by the long-term
consequences of, for example, Right to Buy and legislative changes, which encouraged Buy to Let
mortgages

The halving of social housing over the past 40 years has led to more than a million people on the social-
housing waiting list, a key indicator of unsatisfied demand in the housing market

The combination of people living in overcrowded and “non-decent” accommodation also exerts pressure
on the housing market, whether by requiring rehousing, refurbishing or replacement through demolition

Source: English Housing Survey, Family Resources Survey
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Summary

A Home of Your Own

There is a strong cultural aspiration in the UK to
live in, and ideally to own, a home of your own. But
demand is outstripping supply. That is partly
because of rising incomes in the recent past and
rapid rises in population caused by people living
longer, and by net migration. Household growth
has accelerated, driven by changing social
patterns. Preferences are changing: more young
people want to live in cities, more older people in
the country, driving local demand.

Today’s young, if not mortgaged by the Bank of
Mum and Dad, are likely still to be living with their
Mum and Dad. Key workers find accommodation
near their place of work unaffordable. Unsatisfied
demand is trapping substantial numbers in
overcrowded or non-decent housing.
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Part 5/10

Social Housing

For those unable to buy or easily to rent a suitable home
of their own, how much social housing is available?

How many families and individuals are on the waiting lists
for social housing?

How much new social housing is being built?
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“Oh, my old man's a dustman
He wears a dustman's hat

He wears cor-blimey trousers
And he lives in a council flat.”

Lonnie Donegan, top recording artist
of the pre-Beatles era, 1960
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The availability of local government council housing has reduced
radically over the last 40 years

Providing housing for the less well-off

» The provision of social housing, which began in the late 19th century, took off in earnest after World War One and
then expanded through succeeding decades, reaching a peak in the late 1960s

* By then, problems had begun to emerge: the cost of council housing to the nation’s finances was high, and many
council estates were becoming run-down and vandalised, with high crime levels

 In the 1980s Prime Minister Margaret Thatcher radically changed the policy towards social housing. The Housing
Act of 1980:

+ allowed council homes to be sold to tenants at a discount under the “Right to Buy” policy

* initiated a process of transferring homes from council ownership to housing associations, which were
independent charities

 provided housing benefit payments rather than actual housing, which had the effect of transferring the supply
of subsidised housing provision to private landlords and housing associations

» The transfer of social housing stock from councils to housing associations accelerated under the Blair government
« The housing benefit bill has grown consistently ever since, reaching £22bn in 2017-18

Source: Office for Budget Responsibility
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Social housing consists of homes owned both by housing associations
and by local authorities

The social housing role of local authorities The role of housing associations
* Local authorities are required to have an allocation < Housing associations are mostly non-profit
scheme that details how their social housing organisations, originally formed by private individuals
accommodation is allocated, provides accommodation for concerned about local housing provision. Generally,
those who are homeless and aids those at risk of board members are volunteers but some are now paid
homelessness « Housing associations fund their social housebuilding
» There is no legal obligation for local authorities to build in a number of ways:

more social housing

« Those in need of social housing apply for a place on the
local authority register and are allocated priority
according to housing need

» People can apply directly to housing associations, but
many associations have arrangements to use the same
register as local authorities

» Since 1988 there has been a large-scale transfer of
ownership of council housing away from local authorities
to housing associations

« directly from central government grants

« by borrowing commercially from banks and
through bond issues

« through rental income paid directly by their
tenants (who pay below market rents), 60% of
whom rely or partially rely on housing benefit
or universal credit

« by building dwellings for the private sector for
profit and re-investing the proceeds in social
housing

Source: University of York
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Since the late 1970s the responsibility for social housing has been
shifting from local councils to housing associations

Social housing stock by owner, UK (thousands)
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Source: UK Government (Gov.uk)
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The total stock of social housing has declined markedly over the past
40 years

Total social housing stock, UK 1971- The decline in social housing
2017, (millions)

* As adirect result of Margaret Thatcher’s “Right to Buy” scheme, 1.9
. million households living in social housing bought their home

|  This was a fulfilment of Mrs Thatcher's dream of creating a
“property-owning democracy”

* Over the same period, there was a massive drop in new social-

housing builds from the 1977 peak of more than 140,000 in a single
year

* In 2018-19 only 37,800 new units of social housing were built in
i England

* Housing associations funded 12,700 new dwellings
» Local authorities paid for 5,100

* The private sector funded 20,000 new social dwellings as a
result of obligations placed on it under the planning system

N w I (93 (o)) ~ (00]
|

Overall the stock of social housing has declined over 40 years by two
million homes

1971
1974
1977
1980
1983
1986
1989
1992
1995
1998
2001
2004
2007
2010
2013
2016

Source: UK Government - live tables on dwelling stock , UK Government — table 1000 on affordable housing supply
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The fall in new housebuilding since the 1970s has been mainly driven
by a radical reduction in social housebuilding

Annual completions by social housebuilders, England The decline in social housing

1950-2018
250,000  Fifty years ago the number of new houses built each year

in England was split almost exactly between the social
and the private sector

200,000 :
* In 2018 the social sector built less than 20% of all new

housing

* In the 1950s new social-sector build peaked at 200,000

dwellings in a single year, although many new buildings
100,000 were simply replacing demolitions, so the net addition to
the housing stock was lower than 200,000

* In 2003-04 only 13,000 new homes were built by local

150,000

50,000 : . o
councils or housing associations
» This century the average has been 23,000 new dwellings
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Source: UK Government (Gov.uk)
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Since 1980 government investment in social housing has halved

Total government investment in social The decline of government funding
housing, United Kingdom (2017-18

* Less than 5% of government housing spending was allocated to

prices), £bn social housing in 2016-17, down from 82% in 1975-76
18 -  From the 1970s the amount local authorities could borrow to
16 - fund new homes was restricted
14  Initially local authorities were able to use receipts from Right to
12 Buy sales to build new homes; but the proportion of receipts

allowed to be used was reduced throughout the 1980s, and
from 1990 councils were allowed to use only 25% of their
8 proceeds to fund new building

6 - * More than 95% of government housing expenditure is now

4 - devoted to housing benefit and to mortgage interest support

2 « As a result, local authorities and housing associations are

O rrrrrrrrrrrrrrrrrrrrr 1T T T T T T T T T T T T T T T building fewer neW homes than in the paSt
OANTOVWOOANTOVOWMONT OWWMON T O . L . . . o
SRR TITATLLRLSRI5S » Housing associations have maintained higher levels of building
NoRRXV2DDNNS93939 555 than local councils due to their ability to borrow privately: 70%
R NNANNNNNNA of housing association expenditure was funded through private

finance in 2017-18

Source: UK Housing Review 2019, Inside Housing
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A lack of social housing is leading to long council house waiting lists

Council housing lists

* In Newham, east London, there is a waiting list of
more than 25,000 households for fewer than 600
homes available for social rent — in effect 44
households are waiting for every available home

* Most areas outside London are not experiencing
such acute problems

* In 2017, just 39% of households on the social
housing waiting list in the north-east of England

. oo e RS

reported waiting for more than three months, Freddy Emmanuel (pictured) has been on Newham’s social
compared with 72% in London (most households housing waiting list for 18 years. He has sofa-surfed,
waiting less than three months in London will be stayed in hostels and experienced homelessness. For a
high-priority cases) while he slept rough under a tree on Portobello Road

"| feel | should be helped by the council," says Freddy, who
had to "start all over again" in 2000 when a relationship
broke up. "My family has been in this borough for a long
time. This is my neighbourhood."

Source: BBC News - More than a million on social housing waiting lists, June 2018, English Housing
Survey
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Families on social housing waiting lists are accommodated in
different ways

The Coombes Family The Burns family
« The Coombes family were evicted from their home « The Burns family were evicted from their privately
in Cornwall with just eight weeks’ notice, as the rented flat because of flood damage
landlord wanted his property back - Since then they have rented rooms in 12 different
« Since then they have been moved by their local hotels using housing benefit and money from relatives
authority 13 times « The local government ombudsman said that the family
« Mr Coombes: “They say, ‘We’ll give you a house’ and had found private lets but lost the properties because
then the next day they say, ‘No, we won’t’” the council took too long to consider their requests for
help to pay the deposit

Source: BBC News - Homeless family in Cornwall rehoused 13 times in 18 weeks, November 2018,
BBC News - Homeless family lived in Bristol hotel for three years, April 2018, BBC News - Homelessness in the UK
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Nearly half a million families live in unsuitable accommodation while
they wait for social housing

Social housing shortages

* In 2017-18 there were 494,000 households in
England classified as being in key vulnerable
categories awaiting social housing:

those in unsanitary or overcrowded
accommodation

the homeless
the disabled

those owed a duty of care by a local
authority

those needing to move locality to avoid
hardship

A shortage of council housing has led some local
authorities to use former office blocks to house
families

A
o

R ,
Terminus House in Harlow, Essex, is one of hundreds of office

blocks in England that have been turned into temporary
accommodation

® @

Residents complain that it is unsuitable because of rising crime
levels and lack of safety, especially for families with children

Source: BBC News - "Inside Harlow's office block 'human warehouse' housing," April 2019, Ministry of Housing, Communities and Local Government
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In recent times there has been renewed concern over social-housing
provision

Comments on social housing policy

“There's a growing consensus about what must be “When | did a deal with the Treasury to sell the council
done. To paraphrase Bill Clinton, it's about building houses [Right to Buy], 75% of the receipts were to go
more homes, stupid. Not just open-market housing, into new social housing. But when | went to be defence
but  social homes, shared equity and shared secretary, the Treasury renegotiated the terms and the

ownership o , supply of social housing was seriously reduced, the
Yvette C M t f State f H d
vette Looper, Minister or otate Tor Housing an consequences of which lived on, much to be deplored”

Planning, 2007 _ .
Michael Heseltine, 2019 (Secretary of State for the

Environment, 1979-83 and 1990-92)
“One of them [David Cameron or George Osborne] — |

honestly can’t remember whom - said, ‘1 don’t ) _ . . . .
understand why you keep going on about the need for The private sector is not able to provide housing that is
more social housing — it just creates Labour voters” both affordable and meets the needs of households.

And this is why Shelter will continue to call for more
social housing to meet this need”

Shelter 2018

Nick Clegg, Deputy Prime Minister, 2010-15

26 February 2020 86



B|B |CELEI

Summary

Social Housing

The stock of local government council housing is
around one-third of the level it was 40 years ago,
and the growth in the provision of social housing
by housing associations has not made up the
difference. In all, there are two million fewer social
housing units than there were in 1979.

In 2018-19, councils in England built only 5,100
units of social housing. In total, fewer than 40,000
units of social housing of all kinds were built that
year, around one-quarter of the number achieved
in 1977.

About a million households in the UK are on
waiting lists for the limited amount of available
social housing - often living in temporary,
overcrowded or insanitary accommodation.
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I3[ Briefing - Housing

Part 6/10

Private Housebuilding s the private sector in the UK building sufficient homes

for our needs, including sufficiently affordable homes?

And if not, why not?

26 February 2020

89



BB Brieﬁng - Housing 6.1 Private Housebuilding 4}

Private-sector building rates have failed to compensate for the
decline in new social housing

Annual private housing completions, England 1950-2018 Private-sector housing completions
550.000 « While social-housing development has fallen
’ dramatically over recent decades, private
housebuilding has not increased to pick up the
200,000 shortfall
* In 2018 the number of private completions
150,000 was 164,000 compared with 200,000 in 1964
 Whereas the decline in social housing was
100,000 fairly steady, private housebuilding rates have
been more volatile, with substantial reductions
£0.000 following recessions in the late 1980s and
’ 2008
0 « Over the past decade, an average of 175,000
RN R e BT B NN R R IR RNT 8RS 3388232 social and private homes have been
QRR2RRRRRRRRRRRRRNNRIRRRQARIIRIRRR completed, substantially fewer than the

average of 285,000 in the 1950s

Source:; UK Government — live table of permanent dwellings completed, UK Government — net additional dwellings
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Property conversions and changes of use added 34,000 homes to the
housing stock in 2018-19

Conversions and change of use, England 2006-2018 Conversions and change of use
50,000  When a house is changed into flats, or vice versa, this is
’ | m Net change defined as a conversion
45,000 - of use . . . . -
et * When commercial, industrial or agricultural buildings are
40,000 - Conversions changed into houses and flats, this is referred to as
35,000 change of use. These new dwellings could be owner-
30,000 occupied or rented
25,000 * When developers build more than 10 new homes, they
50,000 are often obliged to ensure that a certain proportion is
’ affordable
12000 « Change-of-use properties are often not subject to the
10,000 affordability or dwelling-size obligations that new builds
5,000 are
0 « These changes have had a major effect on the

S PP O O N O e ; affordability of living in particular areas: for example, in
& S v Stevenage residential conversions from office space
accounted for 73% of new homes during 2016-17

Source: UK Government, Inside Housing
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Main reasons given for the private sector not meeting the scale and
nature of housing demand

Constraints on private-sector building

« Limited availability of development land

« Fewer demolitions restricting development
opportunities

« Fewer government-enabled projects of scale than in
the past

* Developers limiting the number of new builds to
maintain price levels

« Planning delay

 Reduced demand resulting from tightened credit
restrictions for house-buyers

« The rapid decline of the small builder
« The shortage of skilled construction labour
« Lack of innovation in UK construction techniques

Source: The Letwin Review
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Green belts contribute to restrictions on building homes where
people want to live and work

Protected green belt land in England

Green belt

ONewcastle

0 York
O Leeds

0 Manchester

=)
Stoke-on-Trent O Nottingham
0 Bipmingham
OCambridge

o Cheltenham
OOxford

0O Bristo! mﬁm

O
Bournemouth

Source: Table P120A , Barney Stringer (2013)

Difficulties with accessing new land

The green belt is designed to maintain the character of the countryside, to
restrict inappropriate development and to prevent urban sprawl

There are more than 1.6 million hectares of land in England designated as
green belt, 13% of England’s total land area

Northern Ireland has 30 green belts, accounting for approximately 16% of
its total area. Scotland has 10, accounting for 2.5% of its total area. Wales
has no green belts

Green belts surround urban areas, such as Greater London, Edinburgh,
Greater Glasgow, Merseyside and Manchester, and thus limit the land
availability in areas where people might want to live or commute from

The National Policy Framework states that green-belt land can be
developed only in “exceptional circumstances”. These include:

« the proportionate extension or replacement of a building
 limited infilling of villages
« limited affordable housing

26 February 2020

93


https://barneystringer.wordpress.com/2014/04/03/how-much-of-englands-countryside-is-protected/

BB Brieﬁng - Housing 6.5 Private Housebuilding 6}

The rate of demolition - both to free up land and to improve the
housing stock in England - has declined rapidly

Number of demolitions per year, Demolitions
25000 - England « Demolition does not necessarily lead to replacement homes being built, as it may
not be economically viable to rebuild in areas where demand is low
20.000 - » Demolitions can, however, potentially improve UK housing in a number of ways:
’ « Demolishing dwellings that are unfit for habitation and replacing them with
good-quality housing would improve the quality of the housing stock, the
15,000 - oldest in Europe
* Freeing up land through demolition can increase the number of homes, if the
10.000 - new housing is denser than its predecessor
« Demolition provides the opportunity to build houses that better fit
contemporary needs or advances in technology:
>000 7 » the path to net-zero carbon emissions would be eased by electrically
(rather than gas) heated and better-insulated homes, for instance
0 e  a high demolition rate in Japan, for example, enables the housing stock to

s3Il adapt to building-code revisions designed to improve earthquake resilience
O N 00 O O — N M I 10D O N~ © .. . .
S 38855555556 o °* Atcurrentdemolition rates, almost half the current stock of homes in England will
AN AN AN AN AN AN AN AN AN NN NN

be standing in 1,000 years’ time

Source: National House Building Concil (NHBC) Foundation, UK Government - net supply of housing table
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Slum clearances throughout the 20th Century eradicated unsuitable

housing

20th-Century slum clearances

« Between 1965 and 1985, 740,000 dwellings were demolished
as part of slum clearances in England and Wales

« Both private and public stock were demolished, and private
owners were compensated for their lost property

« 80,000 dwellings in Greater London were demolished; 55,000
in Manchester; and 40,000 in Birmingham

« These slum clearances enhanced the quality of the UK’s
housing stock

« The Housing Conditions Survey in 1967 recorded
1,830,000 unfit houses in England and Wales
« By 1986, 900,000 unfit houses were recorded in England

« 90,000 unfit dwellings were recorded in a separate
Welsh survey in 1981

Source: The incidence of slum clearance in England and Wales 1955-85, Jim Yelling (CUP 2000)

Demolitions in Brixton, south London, 1973
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Japan has achieved a high housebuilding rate by demolishing a large
number of houses

Housebuilding in Japan

« Japan has a strong preference for new builds, which make up 80% of
sales. In the UK they account for 10% of total housing sales

» According to brokerage firm Nomura, the value of the average Japanese
home will fall to zero within 22 years (but it will retain its land value)

* As a result, homes are more regularly demolished and rebuilt in Japan.
This increases the churn of buildings and the building rate because:

 more land is available to build on due to the high number of
demolitions

* new dwellings do not need to last as long, increasing the speed of
building, with entire neighbourhoods sometimes being built in the
same factory (eg Midorigaoka)

* In 2018, there were 942,000 housing starts across Japan, compared
with 194,000 in the UK

- However, Japanese new builds are largely replacing demolished Up to five times more new homes a year have been buittin
. L . okyo than in London since 2003
properties so the overall, or net, additions to the total housing stock
represent a smaller percentage increase than in the UK

Source: City Metric,The Economist
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Large-scale housing projects, both in the UK and overseas, have
historically led to rapid transformations in the housing stock

Ambitious transformations in the housing stock

Large developments have previously been used in the UK and
abroad to address housing shortages and overcrowding in cities:

 The new-towns programme, designed to relocate those
whose housing had been destroyed by bombing in World
War Two, led to the creation of 32 new towns in Britain

« Milton Keynes was established in 1967 to ease the housing
shortages in London

Factory-assembled housing was used to address the UK shortage
after World War Two, was used to build entire neighbourhoods in
Japan in the 1960s, and has recently been used to construct
skyscrapers in China in 57 days
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The post-war new-towns programme led to the creation and
expansion of 32 new towns in Britain

The new-towns programme

« The new-towns programme, introduced in 1946, was designed to
rehouse those who had lost their homes during World War Two

A new-town development corporation was created for each
town, which had powers to purchase land compulsorily at
agricultural prices and to create a comprehensive plan for the
town

« Crawley, Livingston, Newtown, Northampton and Ipswich were
all built or extended under the new-towns programme

 The development of the towns was funded through central
government and self-financing. As the land was bought at
agricultural prices, the development corporations were able to
benefit from the uplift in land values

The new town of Cumbernauld was built to solve chronic shortages of

« Today the post-war new towns are home to more than a million housing in post-war Glasgow
people

Source: Rethinking the economics of land and housing, Ryan-Collins/Lloyd/Macfarlane (2017),
"The Treasury as Developer-Capitalist? British New Town Building in the 1950s," Journal of Economic History 50, no. 4, December, pp. 903-24, Carol E Heim
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In 1967 Milton Keynes was founded to create a substantial increase in
UK housing

The "new town” of Milton Keynes

« Milton Keynes was born with an Act of Parliament in 1967
which approved the building of a new community of
250,000 people covering 22,000 acres (8,900 hectares) of
Buckinghamshire farmland and villages

« Built to ease the housing shortages in an overcrowded
London, its founding principles were for an "attractive"
town that enshrined "opportunity and freedom of choice”

« Milton Keynes is now the third-fastest-growing city in the
UK, with a population of 270,000, and is a thriving
community with its own football team and arts centres

« Milton Keynes was the last new town to be built. Changes in The Hub shopping and entertainment complex in Milton Keynes
the law meant landowners were entitled to much greater
compensation for compulsory purchase of their land,
making it financially unviable to build new towns

Source: BBC News - Milton Keynes: The middle-aged new town, 2017
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Miasteczko Wilanow in Poland was founded in 2004 and now houses
40,000 people

Urban planning in Poland

« Miasteczko Wilandw is one of the biggest residential projects
in Europe. Its population has grown by 225% in the last decade

« Built on what used to be empty fields on the outskirts of
Warsaw, the project began in 2002 and within two years the
first residents were moving in

« As well as apartments, Wilanéw offers its inhabitants a
developed local infrastructure, including shops, restaurants,
service points, schools, offices and entertainment facilities

 “’ve been living in Miasteczko Wilanéw since 2005. | was
seduced by the architectural and urban concept, which became
reality; modern, clean, safe and open area full of restaurants,
shops, schools. | like the social mix and diversity of the area.
It’s mostly occupied by young families and professionals,” says K SANDECKA
|.OC8.|. resident MaCiek SandeCki Maciek Sandecki is a resident of Miasteczko Wilanéw in Poland

Source: BBC Briefing
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Planning for the development of 14 new garden villages is under way
across England

The garden-villages programme

In 2017 Theresa May’s Conservative government announced plans
to support the development of 14 garden villages across England
which would provide up to 48,000 new homes

Local authorities would take the lead in laying out the development
plans but the majority of the construction would be put out to
private-sector tenders

The government pledged up to £6m to assist these new
developments

The government specified that the new garden villages should be
built to a high standard, be attractive and well-designed, and be
built as a response to meeting local housing needs - especially for
first-time buyers

The plans are currently going through an extensive planning
process, which gives local communities an opportunity to be
consulted and to ensure the villages meet local needs

They are less ambitious in scale than similar projects in the post-
war era

Source: BBC News - Garden villages

St Cuthberts, Cumbri

Bailrigg, Lancast

, Merseyside

ath, Lincolnshire

Long Marston, Stratford-

Oxfordshire Cots
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China has developed innovative techniques for rapid construction

China’s innovative building techniques

* In April 2015, a Chinese construction company built a 57-
storey skyscraper in just 19 working days

« Broad Sustainable Building, which specialises in
prefabricated construction, prepared 90% of the structure
in a factory before assembling the remaining 10% on site

 The owner, Zhang Yue, has ambitions to construct the
tallest building in the world, standing 838m tall, in just 90
days, using similar techniques

« There are questions about the longevity of China’s new
builds: Qiu Baoxing, the former vice-minister of China’s
Housing & Urban-Rural Development ministry, estimated
that new buildings going up in China today will stand for
only 25-to-30 years before being demolished

Changsha in Hunan Province, China

Source: CNBC, Financial Times, City Metric
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The planning process for building new homes in the UK is subject to
increasing delay

The planning process

* Broad planning policy is laid down by central government, or the devolved governments, but administration of the
planning process is mostly handled by local government

« If there are no delays and appeals, a planning application for building can be approved within 13 weeks

« For more complex applications, local authorities can agree to deadline extensions. In 2012-13, there were 107 time
extensions in England, which had increased to 5,500 in 2017-18 - making up more than two-thirds of all applications

« The planning process can require consultation with a number of different parties. For example:

« Public consultation: planning authorities are required to undertake a formal public consultation. Any individual
- as well as community groups or specific interest groups - can respond to a consultation

« Statutory consultation: planning law prescribes circumstances where local planning authorities are required to
consult specific bodies prior to application - eg Greater London Authority, local flood authority

 Cuts have limited local authority resources for planning. Between 2010 and 2018 there was a 38% drop, in real terms,
in planning expenditure

« More complex developments — involving a number of bodies and appeals - can take up to three years to win approval

« Appeals delay the process further: since 2013 the time for the Planning Inspectorate to rule on an appeal has risen
from 30 weeks to 38 weeks

Source: National Audit Office (NAQ)
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Over the last 40 years, there has been a steady decline in private
housebuilding by smaller firms

Percentage of new homes built by SMEs The decline of the small builder
(1-100 units), UK, 1977-2015 « In 1987, there were more than 11,000 firms registered with the NHBC that
60% built fewer than 1,000 homes a year. In 2017, there were fewer than 2,000
small builders
50% * In 1980 SMEs (in the construction industry this refers to companies that

build fewer than 1,000 dwellings per year) delivered half of all UK housing.
In 2015 they built fewer than one in eight new dwellings

« The National House Building Council found that the planning process and
limited availability of land were their biggest business challenges

« There are significant up-front costs in submitting planning applications
without any certainty of success. While larger firms can mitigate their risk

40%

30%

20% across numerous sites, small firms can be seriously hampered by delays or
rejections
10% « The Home Builders Federation estimated that returning to the same
number of SMEs as operated in 2007 would help boost the housing supply
0% by 25,000 homes a year
E § § § § § § § S ér 'é g g « Smaller builders are also more likely to offer options such as custom-build
FFFFFFFF NN A AN housing and to build on smaller plots that would be economically unviable

for larger builders

Source: Home Builders Federation (HBF)
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Since the financial crisis the largest developers have begun to

dominate the building sector

Market share by housebuilder size

2008

2015 29%

0% 20% 40% 60% 80% 100%
B Small builders (1-100 units)

B Medium-sized builders (101-2000 units)
B Volume builders (2000+ units)

Source: Home Builders Federation (HBF)

The emergence of the house-building giants

In 1960, the 10 biggest UK housebuilders built 9% of all
new homes

In 2015, the top 10 developers accounted for 47% of all
new-builds, while housebuilders developing more than
100 units per year accounted for 88% of the home-
building market

In 2019, the top 10 largest volume housebuilders
constructed more than 90,000 homes
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The growth of larger firms is in part attributable to changes in the size
of development sites

The size of development land plots

» Under the National Planning Policy Framework of 2012, local authorities, which draw up housing development plans for their areas, have
tended to issue development permits for larger sites than previously. The average permitted housing scheme has increased in size by
17% in less than a decade. It is often easier to deal with the impact of a single large site on the local population

» These larger sites are more expensive to build on and represent substantial risk, putting them out of reach of many smaller builders and
favouring the bigger developers

» The market for development land is also fiercely competitive, with larger firms more able to pay high prices for land and to recover costs
through economies of scale on larger developments or use option agreements to control land many years before it reaches planning

* Encouraging building on smaller sites would enable smaller housebuilders to develop land that is economically unviable for larger
housebuilders, thereby increasing the build rate and closing the housing gap

» There have also been suggestions that the big developers are guilty of “land-banking”: hoarding building land without actually
developing it in order to profit over time from rising prices. A 2018 government review rejected this, though, and concluded that
developers build only at a rate that will not undermine average prices. If they were to build too many homes too quickly, they would risk
undermining the market

* Housing charity Shelter draws attention to what it calls “strategic land-banking” - land that may not be owned by builders but is
controlled by them through legal options for potential development. Shelter is concerned that this practice may stifle competition but
the industry denies this

Source: Federation of Master Builders, UK Government (Gov.uk) Shelter - Land Banking: What’s the Story?
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Germany has been successful in retaining smaller builders

The German house-building model

« Developers can be prevented from “hoarding” land if they do not
intend to build on it

« Custom-built housing is more widespread, which represents less
risk for smaller firms as the home is, in effect, sold before it is
built

« Smaller builders tend to rely on finance from local or co-
operative banks rather than major institutions, and achieve credit
more easily

» Public authorities take a clear lead in shaping large-scale
development and infrastructure plans. This reduces uncertainty
and speculation, and builders have greater certainty about
whether a planning application will be accepted

« The planning process is also more streamlined, which lowers  NuremberginBavaria Germany
costs for smaller builders

Source: Institute for Public Policy Research (IPPR)
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A shortage of skilled labour is a significant constraint for
housebuilders

In 2018, what did housebuilders say Skilled labour and housing supply
g0 . constrained them most (% respondents)? * In 2018, 42% of housebuilders saw labour availability as a
major constraint to increasing housing completions
70 7 * In October 2015, recruitment firm Randstad said one million
60 | more construction workers would be required by 2020 if the
government were to meet its target of building 300,000
50 - homes a year
« Barratt Developments, which built 17,500 homes in 2017-
40 - 18, said in its annual report: “Skilled workers leaving the
30 | construction industry during the financial crisis, alongside an
ageing workforce, has led to a significant skills shortage”
20 - « Persimmon, one of the UK’s biggest housebuilders, points
out that increasing the supply of trade skills will be essential
10 1 if the industry is to increase the volume of new homes built
0 y y y y y .+ New methods of construction could improve productivity
Labour  Labour Planning Land prices Land Materials but the benefits have not yet materialised

availability  costs delays availability availability

Source: Randstad, Barrett, Persimmon, Home Builders Federation (HBF)
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Changing credit conditions have also reduced the incentive for
developers to build new housing

Monthly interest rate for a two-year (75% loan-to-value) The impact of credit conditions
fixed rate mortgage, 2000-2018

e Since the financial crisis in 2008, interest rates have
8.00 dropped, fuelling a boom in house prices

7:00 « At the same time there has been a tightening of credit

6.00 conditions by banks, and of mortgage regulation by
government — increasing the size of the initial deposit

>00 required from the buyer
#00 * Since 1990 the average real deposit needed for a first-
3.00 time buyer has increased from an average of £14,800
500 to £33,000 (2018 prices)
1.00 « Buyers without a large deposit or a strong credit
history now struggle to obtain a mortgage,
0 e e Do e o~ o constraining the level of demand for housing and
2283888888885 5555555-+5 reducing the incentive for developers to build -
com e e e e e s e e e e e e e e e o although this has been offset by an increase in
The loan-to-value (LTV) ratio is the difference between the value of the mortgage demand as a result Of gover—nment schemes “ke the

you take out and the value of the property as a whole, expressed as a percentage

Help to Buy equity loan scheme

Source: Halifax, Bank of England Database
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Supplying ‘affordable housing’ is a particular challenge for the private
sector

Affordable homes provided annually, Meeting the demand for ‘affordable housing’
England, 1990-2018 « Developers are less inclined to build affordable homes, such as social housing, as
they recoup lower profit margins than if they were to build a high-end home
80,000 » Local authorities can insist on affordable homes being built on their sites as a
precondition of granting planning permission: affordable homes quotas usually
70,000 require that between 30% and 50% of new developments are affordable for
60,000 lower-income groups
« These homes will usually be sold or given to a local council or housing association
50,000 to allocate and manage
40,000 « Some of these properties encourage first-time buyers on to the housing ladder by
allowing them to purchase the property at a discount, often at 20% of the market
30,000 value, or by offering affordable rents at least 20% cheaper than market rents
50.000 « However, many developers now use ”viability assessments” to negotiate down
’ this quota, arguing that the quotas would seriously impair their profit margins
10,000  |In 2017, Shelter showed that the use of these assessments in 11 local authorities
0 had contributed to 79% fewer affordable homes being built in England than if
M o e~ — s~ housebuilders had been obliged to meet the affordable-housing quotas
% % g % % § § § § § 5SS 955 * Asa result, the number of new affordable homes available in England has

fluctuated either side of 50,000 dwellings per year, and has not risen to meet
sustained demand

Source: UK Government (Gov.uk), Shelter
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Summary

Private Housebuilding

The scale of private housebuilding in the UK is not
compensating for the fall in social housebuilding,
nor is it keeping pace with overall demand. And
lower-priced affordable homes are being built at
the rate of only 50,000 a year.

There is an accumulation of causes: the supply of
land is limited and there are few demolitions to
free up land; planning processes are prolonged and
uncertain; skilled labour is in short supply; small
builders are in rapid decline, and no major new
towns have been created in recent decades.

26 February 2020

111



! =i _4-.3‘}1- :
== ROCHESTER #
R PLACE

020 7485 0400
www.parkheath.com,

ESIDENTIAL

020 7485 0400 LET
www.parkheath.

"' 1 ¥ 11 i b . . e ; ' LETTINGS | MANAGEMENT | SALES ‘ 4 020 7284 4747 8

| L . ! l : “ \‘A;,'< 2
% Parkheath (RS S o G I 020 7483 0685 i o
e o EecEE 8N ;% Parkbleathﬁ B = ¢

"v : ’.‘ \ ; i: . il = " . 2 ) x .. Established 1953 a
20 743 2551 FEEST IR (g & il U o :

SN - » i
{ ) - 1 / e
s | NEwHOMES ~ [EEEEES 3 =l X i) L ' P "
) o pe. | . h ) vt ! -
- S i po—
s TP

1 wi i ey

greene&co 58—

yw.greene.co. u!




B|B|CR:RE T B FTE

Part 7/10

Private Rental Sector How large is the private rental sector?
And what is fuelling its growth?
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“Ideally, the worst type of slum landlord is a fat wicked
man, preferably a bishop, who is drawing an immense
income from extortionate rents. Actually, it is a poor old
woman who has invested her life's savings in three slum
houses, inhabits one of them and tries to live on the rent
of the other two - never, in consequence, having any
money for repairs”

George Orwell, The Road to Wigan Pier, 1937
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7.1 Private Rental Sector ﬁ}

The proportion of households living in the private rented sector has

doubled in the past 20 years

Proportion of households in the private rental sector,

UK, 1995-2017

20% -
18% -
16% -
14% -
12% -
10% -
8% -
6% -
4% -
2%

00/0 T T T T T T T T T T T T T T T T T T T T T T

Source: UK Government (Gov.uk), Ofice for Budget Responsibility (OBR)

The growth of the private rented sector

The legal reforms of the 1980s, which improved the position of
landlords, paved the way for private rented sector growth

There were 2.8 million households in the private rental sector
in 2007; by 2017 the number had risen to 4.5 million

Fewer available social homes mean that people who would
have lived in a home provided by the council or a housing
association are now renting from a private landlord

Some people who bought their council houses rent them out

Housing benefit increased between 1982 and the 2011 Budget,
and helped fund growth in the private rented sector

Would-be homeowners without a sufficient deposit, or with an
impaired credit history, are also a significant component of the
private rented sector
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/803934/LT_102.xls
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The private rental sector has grown as the home-ownership rate has
fallen

UK private housing tenures, 2002-03 — 2017-18, (%) Home ownership and the private rental sector
20 - * The proportion of people who own their
e own home fell by six percentage points

60 - between 2002-03 and 2017-18
50 - — Owner-occupier . T.h.e rate of. UK home ownership had been
40 - rising steadily throughout the 20th Century
— Private rental and reached a peak of 69% in 2002-03,
30 - before falling back after the 2008 financial

crisis

20 -
o //_/_A . As the rate of home ownership fell, the

number of households in the private rental

0 T T T T T T T T T T T T T T T 1 Sector rose

00 0n. <0n <0 <0n <0n. <on. <0 <0, <0, <0, <0, <0, <0, <0, <
s 00&0 %q., 05, 6., 02 D Do %10 77 "o 15 0rg 075, 16 015,

O 0p 05 O 0> Q9 Q9 o 7, o 7y g s e 7> g

Source: Family Resources Survey 2017-18, Office for National Statistics (ONS)

26 February 2020 116
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Buy to Let mortgages have helped increase investment in the private
rental sector

Total outstanding Buy to Let mortgages Buy to Let Mortgages and Assured Shorthold Tenancies

2,500,000 « The Assured Shorthold Tenancy (AST) was introduced
in the Housing Act 1988, giving landlords more control
over their property by allowing them to terminate the
tenancy with reasonable notice

2,000,000

* This reform ushered in the era of Buy to Let
1,500,000 mortgages, which allowed investors to apply for
mortgages on residential properties specifically for the

purpose of letting them out

1
,000,000 * In recent years, the number of new Buy to Let

mortgages approved each year has being declining,
along with the proportion of homes that are bought by

500,000
landlords

* Buy to Let has enabled the private rental sector to

0 grow but it has also raised house prices and reduced
1999 2001 2003 20052007 2009 2011 201320152017 Q3 prospects for first-time buyers

2019

Source: UK Finance
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Rents were controlled in the past but now landlords are free to set
their level

History of rent controls

« The Increase of Rent and Mortgage Interest (War Restrictions) Act 1915 limited rents to their August 1914 levels

« This measure was introduced to prevent landlords from profiteering during the war years when housing was in
high demand

* Rent controls continued to apply in various forms until January 1989
« The Rent Act 1957 relaxed rent controls somewhat by basing them on gross property values
« The Rent Act 1965 introduced regulated tenancies with “fair rents” set by independent rent officers
« Housing Act 1988 deregulated rents on new private-sector lettings after 15 January 1989

« The introduction of rent controls coincided with a reduction in the private rental sector, which fell from 90% of the
housing stock in 1915 to 10% by 1991

« What caused the decline in the private rented sector after 1920 is disputed. Peter Kemp, housing policy professor
at the University of Oxford, maintains that rent control was seen as one factor that discouraged landlords from
renting out properties. Others say the rise of alternatives, such as social housing and easier access to home-
ownership, helped phase it out

Source: Kemp P, Private Renting in Transition, House of Commons Library
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Housing benefit grew rapidly in the 1980s and helped fund private-
sector rents

Housing benefit over time, UK, (£bn) The evolution of housing benefit
30 - , .  In the 1980s, Margaret Thatcher’s Conservative
W Working-Age M Pension-Age government reduced social housing stock by 1.9
25 million through the Right to Buy scheme
The housing needs of the less well-off were met
20 - through the granting of housing benefit and the
freedom to spend it as private tenants
15T Right to Buy led to growth in the private rental
sector:
0 - : :
1 * A shortage of social housing has pushed many
| people on lower incomes into private rental
I | ‘ accommodation
0 ”” « The Commons Communities and Local
© ® o Y © Qg © SR Government select committee says that around
R S = § S 'é g < o 40% of ex-council homes bought under Right to
e e - G U < I I I < Buy are rented out by private landlords
(0)}

Source: Office for Budget Responsibility (OBR) forecasts - Welfare spending housing benefit
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People most commonly become landlords to contribute to their
pension or because property is preferable to other investments

Reason for becoming a landlord (%)

50 ~ ¢
45 A
40 -
35 A
30 -
25 -
20 A
15 A
10 -

Full-time
business

0 - T
Preference As a pension To To provide Inherited
toinvestin contribution supplement home for a

property income family or
friend

Source: English Private Landlord Survey 2018

Property as an investment

Landlords earn on average £15,000
per year before tax

On average, landlords' income from
rent makes up 42% of their total
gross income

In a period of low interest rates,
landlords receive a higher return on
property than from some other
forms of investment
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Nearly half of all landlords let only one property

The distribution of landlords and properties, The concentration of landlords
England
. e There are an estimated 1.5 million
Landlords Properties

private landlords in England
Landlords owning 1 rental
« Almost half of all tenants have
459, landlords owning five or more
(0]

properties

« But nearly half of all landlords let
only one property

Landlords with 5+
properties 17%

Source: English Private Landlord Survey 2018
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The private rental sector has the highest proportion of ‘non-decent’
homes

Percentage of housing which is ‘non-decent’ by Housing conditions in the private rental sector
tenure (England), 2018
30 - « Around one quarter of private rental tenants
experience “non decent” - or poor - housing
25 conditions or facilities and services
20 - « The private rental sector has the highest incidence
of dampness and serious disrepair
15 -
* 14% of private rental dwellings contain some kind
10 - of hazard, such as electrical faults, lack of smoke
alarms or risk of falling
> * 6% of privately rented dwellings are overcrowded,
o - significantly higher than in the owner-occupier
Private rented Owner-occupier Local authority Housing sector, but fewer than in the social rented sector
association

Source: English Housing Survey 2018-19
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/859758/2018-19_Section_2_Housing_Stock_Annex_Tables.xlsx
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Most tenants leave private rentals because they want to

Main reasons why the last tenancy ended, 2017- The flexibility of renting
2018, England, (%)  The advantage of privately renting for many is that it
80 - allows you to relocate or change where or with whom
20 | you are living without being tied to a mortgage
* 11% of tenants who do not expect to buy favour the
60 - flexibility of renting, whilst 10% would not want the
50 | inflexibility of buying
40 - « However, renters report lower life satisfaction than
owner-occupiers and social renters
30 1 » The vast majority of tenancies end because the tenant
>0 wants to move out
10 « However, many tenants are at risk of homelessness if
given notice
0 - 4 Em N - : . :

Due to poor Due to rent Accommodation The tenancy was Mutual agreement Asked to leave by Wanted to move ¢ The.EnglISh Pr'Vate Landlord Survey eStlma’tes.that '_I'3
rlationshipwith  ncreased by was ted tojob and for a fsed period landlord million tenants in England would regard their notice
period as too short to enable them to find a new place

to live

Source: The English Private Landlord Survey 2018, English Housing Survey - Private rented sector 2017-18
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Landlords are less willing to let to those on benefits, to non-UK
passport holders and to families

Proportion of landlords/agents unwilling to let to Landlords’ letting preferences
certain groups, England

« The most commonly reported reason given by
m Agents landlords for not letting to those on benefits was
the risk of delayed payments, or the risk that the
benefits would not be enough to cover the rent

Families
W Landlords

Non-UK passport

holders « Most often landlords were not prepared to let to

families because their property was not suitable
or because of the greater risk of damage to the

property

Tenants on universal
credit

Tenants on housing
benefit

0 50 100

Source: English Private Landlord Survey 2018
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Sudden evictions and poor property maintenance are among regular
complaints about some landlords

Lack of security for tenants

« Alicia Powell, 24, complained about a damp patch on the
ceiling in the north London flat she rented with her boyfriend

« After nothing was done, she said she would report the matter
to the local council

« She was then served with a section 21 eviction notice

« Section 21 notices allow landlords to evict tenants at the end
of a tenancy with two months’ notice and without a reason.
They are already banned in Scotland

« A recent survey of students suggests almost a third have
gone without heating or running water in their rented
properties

* One student in Portsmouth reported that on the day she  AliciaPowelland her boyfriend
moved in, there was no front door on the property and there
was no heating for two months

Source: BBC News - No-fault eviction ban will hurt tenants, landlords say, July 2019, BBC News - Housing market, BBC News - Renting
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https://www.bbc.co.uk/news/business-49032915
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Some landlords face challenges in dealing with difficult tenants

Difficulties faced by landlords

« Una Walsh is a property owner, based in Leeds, and rents out 20
properties

« She has had to serve three section 21 notices in the last five years.
All were for rent arrears, and the notices were served after she
received professional and legal advice. She said they were used as
a "desperate last resort”

« Her properties are mostly three-bedroom family homes and she
says the evictions allow her to re-let the properties swiftly to
families who need them

« "My ethos [is] local houses for a local person. If they grow up in
the neighbourhood, they are settled here," the 57-year-old says

e David Smith, pollcy director at the Residential Landlords Leeds-based landlady Una Walsh says evictions have allowed her
Association, says: "While no landlords should ever abuse the tore-letpropertiesquicklytofamilies with greater needs
system, it is only right and fair that they can repossess properties
swiftly and with certainty in legitimate circumstances."

Source; BBC News - No-fault eviction ban will hurt tenants, landlords say, July 2019, BBC News - Housing market, BBC News - Renting
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There are incentives for private landlords to improve conditions in
rented properties

Incentives for landlords

« The Department for Work and Pensions can make rental payments directly to landlords on behalf of tenants who
are deemed to be at risk of being unable to meet payments (in Northern Ireland this happens by default). This
decreases the prevalence of evictions for those who have failed to pay their rent, and also encourages landlords
to let to tenants with poor payment histories. In Wales, councils are required to find housing for people who are
intentionally homeless.

« Landlords can also claim an amount tax relief on the cost of repairing and maintaining their properties

* Many local authorities now operate schemes to improve the standards of local rental by offering accreditation to
landlords. By joining an official scheme, landlords receive benefits, including discounts on licence fees and tenant
referrals from the council. Some councils also offer training and legal advice to accredited landlords. Landlords in
Wales and multi-occupancy landlords in Northern Ireland must be licenced

* The Smart Export Guarantee (SEG) scheme, which was introduced in January 2020, is a new way for landlords to

earn money from energy suppliers for putting power back into the National Grid from renewable-energy
technologies they install at their let properties

Source: Residential Landlords Association (RLA), Shelter, National Landlords Association
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Building to rent at scale is a recent development in the rental market

Number of build-to-rent homes (2019),

thousands, England

80 -
70 -
60 -
50 -
40 -
30
20
10 -

Completed build-to-
rent homes

Source: Savills

Build-to-rent homes Build-to-rent homes in

under construction

T

planning

The growth of build-to-rent properties

 Building properties for the rental market and not to

sell — known as “build to rent” - has increased sharply
over the last five years

The average size of a completed scheme is 133 units
(2019) but this is forecast to rise in the next few years
to an average of 240 units

Half of all completed build-to-rent homes have been
located in London; and in 2019, estate agents Savills
forecast that the number of units being built across
the regions will soon surpass those in the capital

Building to rent may increase the current housing
stock but so far there is little evidence it improves
affordability

Build-to-rent may also attract more professional
landlords, who are concerned about their reputations
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Summary

Private Rental Sector

The private rental sector has doubled over the last
20 years - to 4.5 million households - as levels of
social housing and home ownership have fallen, and
as housing benefit has helped fund private rents.

Private landlords have been drawn to the sector by
the end of rent controls and the Buy to Let
mortgage. Some invest to enhance their pensions
and others to capitalise on their investment
returns.

Private tenants can end up in poorly maintained
dwellings, while landlords may face rent arrears.
The private rental sector contains the highest
proportion of “non-decent” homes.
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Part 8/10

Closing the Housing Gap How large is the current housing gap - the difference

between the stock of dwellings we have and what would
be needed for everyone to have a decent home?

And how will that gap grow in the future?
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“The main thing | found when | came into
that job - and this is something Theresa
[May] felt very strongly about as well - is
that we had got into this weird argument
where some people were saying the answer
is private housing and some were saying
build more affordable housing. The answer
is both. Building more of every kind of
housing is what is needed”.

Gavin Barwell, Minister for Housing 2016-17,
Downing Street Chief of Staff 2017-19, speaking
in 2020
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Closing the housing gap depends on a number of factors

The UK’s housing gap

To close the housing gap for everyone to have a decent home, we would need:

+ to build enough dwellings that:
- are affordable for young people who want to take their first step on the housing ladder
- meet the needs of a growing population
- cater for new demographic trends eg people marrying later or living longer
« are in locations where people want to live and work

 to ensure the rental sector:
 provides decent well-maintained homes
* is not overcrowded

« sufficient social housing for:
* homeless people
« people who cannot afford to buy a home or pay a market rent

*Some housing experts point out there are about one million unoccupied homes in the UK but this is usually
because they are in the wrong place, derelict or sub-standard, belong to absentee owners, or are awaiting sale
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The latest studies suggest the UK has a housing supply gap of
approximately 1.2 million homes

Housing target estimates

Estimated
Recommendation existing housing
gap (millions)
2019  Heriot-Watt study Argues that closing the housing gap will require 69,000 more homes per year over 1.2
the next 15 years for England than current population growth and household (BBC Briefing
formation projections suggest (*). Scaling up for the UK, this produces an estimate estimate)
for the existing housing supply gap of around 1.2 million
2016  Redfern study Suggested the UK needed 1 million new homes 1.0
2014  KPMG/ Shelter Argued that 100,000 fewer homes than needed were being built every year. Over 1.5
study 15 years, this would have suggested a gap of around 1.5 million dwellings
2004  Barker review Saw the problem through the prism of house price inflation, a key issue at the 1.3-2.1
time. Recommended an increase in the rate of building of between 70,000 and (BBC Briefing
120,000 private homes and 17,000 to 23,000 social homes per year. In 2004, estimate)

assuming a 15-year time horizon, these estimates implied what would have been a
housing supply gap back then of around 1.3 to 2.1 million

Source: (*) Heriot-Watt Additional supressed household formation p.63, Redfern KPMG The Barker Review
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Estimating the size of the housing supply gap is complex

Methodology for estimating the housing supply gap

A meaningful measure of the number of extra homes needed to close the housing gap is important for
public policy-making

* This is complicated because many of the answers to the questions involved rely on judgement instead of
available facts

» Very few housing experts have provided a figure for the current gap

» Most studies suggest an annual building target. But nobody believes the gap can be filled in one year.
So the numbers need to be multiplied over a reasonable time horizon to extrapolate an idea of the total
supply backlog. In this way, they are a proxy measure of what people believe is the current backlog

« The most recent study takes 15 years as a reasonable time horizon, and we have used this as a broadly
accepted target

» This BBC Briefing suggests that there is a housing supply gap of around 1.2 million new homes at the
moment. This figure is based on averages of the three of the most recent studies

Source: (*) Heriot-Watt Additional supressed household formation” p.63), Redfern KPMG The Barker Review
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In 2018-19, 275,000 new dwellings were added to the housing stock

New dwellings created UK 2018-19

Dwellings built (both social and private) 249,000
Conversions and change of use 36,000
Minus demolitions -10,000
Net new dwellings 275,000

Source: UK Government (Gov.uk), Gov.scot, Stats Wales (Gov.wales), Northern Ireland Department of Finance (finance-ni.gov.uk)
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Demand for homes will continue to grow over the next 15 years

Indicative projection of future demand The forecasting method
(millions of dwellings) (2019-35)

* As the graph shows, there are currently

347 almost 30.5 million homes in the UK
« Household projections from the Office for
33 1 National Statistics (ONS), along with an
allowance for second homes, have been
32 - used to project future demand
« The latest projection is more conservative
31 | than previous government ones
* Household growth over the next 15 years
30 | is forecast to generate an additional
demand of around 2.9 million dwellings
by 2035
> e e e e « This means around four million extra
,,/o\q ,,/0"/0 ,,/0’7/\ ’b&%’é& ,Lo"y ,1/0"jo ,bo"/(o ,19":\ ,]/0"’% ,,/0"9 ,bo"’o ,Lo"’\ ,,/0"’%,,/0”’% ,bo"’b‘,bo"’% homes will be needed by 2035

Source: BBC Briefing Analysis based on ONS Household projections
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Creating 275,000 new dwellings a year may not, by itself, be enough
to close the housing supply gap by 2035

37

36

35

34

33

32

31

30

29

Indicative forecast of demand versus supply, in
millions of dwellings (2019-39)

Demand
(including the estimated
1.2m additional homes

Closing the housing supply gap by 2035

If the annual rate of new additions
remained at 275,000, in theory you
could plug the shortfall by 2035

But the BBC Briefing estimated
current housing supply gap can only
be an estimate because:

« projecting  future
growth is hard

» the private sector may not keep
building at its current rate, and

» there is no evidence that the
extra supply would meet every
housing need or substantially
improve house price affordability

population

Source: BBC Briefing Analysis based on ONS Household projections, UK Government (Gov.uk), Gov.scot, Stats Wales (Gov.wales), Northern Ireland Department of Finance (finance-ni.gov.uk)
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Will there be sufficient affordable homes?

Affordable housebuilding Housing benefit and universal credit
« The building rate is increasing, but only a small proportion + Current levels of housing benefit have been
of new dwellings are affordable (that is, housing frozen since 2016, while rents have continued to
subsidised by government or its agencies for people who rise

cannot afford market rates). Despite 240,000 net

e : : i « Shelter found that the average renting
ﬁg?rlmggr\;\felg bEuni?tland in 2018-13, only 37,800 affordable household on full benefits was £113-a-month

short of being able to meet its rent commitment
« Itis more profitable for private housebuilders to construct

higher-end properties than affordable homes « However, if the current building rate continues,

supply in the private rental sector may increase,
* Analysis by Shelter showed 79% fewer affordable homes and so help reduce rents in some areas

were being built in England, with developers able to

negotiate their way out of requirements under the

planning system to meet affordability housing quotas

« If current trends continue there may be insufficient
affordable homes

Source: UK Government (Gov.uk), Shelter, Guardian
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Will there be fewer homeless people?

Source: Crisis

Homelessness and rough sleeping

Social housing shortages mean councils are struggling to house people in need of temporary
accommodation

According to Crisis, 18,000 fewer social lets were made to homeless households in 2017-18 than in
2007-08, despite the substantial rise in statutory homelessness over that decade

Given the current building rate of social housing, some experts say homelessness will continue to be
a problem

Under the status quo in relation to private renting, homelessness may continue to be a significant
issue: Crisis argues the increase in annual homelessness between 2009-10 and 2017-18 was due to
the rising number made homeless from the private rental sector

Rough sleeping presents unique challenges, and it is as yet unclear whether the government’s new
programme will eradicate the problem
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Will there be a reduction in the extent of ‘non-decent’ housing?

‘Non-decent’ housing

« The government defines a home as “non-decent” when it is not in a reasonable state of repair, has no
reasonably modern facilities and services, or has ineffective insulation or heating

« There are 1.8 million “non-decent” dwellings built before 1919 in England compared with 88,000 built
after 1980, according to the English Housing Survey

« The current rate of building is therefore likely to reduce the proportion of housing that is “non-decent”,
provided building standards are maintained

« If demolition levels remain low, much of the “non-decent” housing stock is likely to remain

« As yet, measures to encourage renovation of these dwellings appear insufficient to eradicate the
problem

Source: UK Government (Gov.uk), English Housing Survey
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Will there be a reduction in overcrowding?

Overcrowding

» Overcrowding is primarily a problem in the private and social rental sectors

» Social housing is the smallest sector in England but has the highest number of overcrowded dwellings
(320,000)

« There are 280,000 overcrowded households in the private rental sector

« Many people on social housing waiting lists are living with family or friends in overcrowded rental accommodation:
at the current social-housing build rate, this problem may persist

« Overcrowding is also linked to unaffordability, with households living in accommodation that is too small due to
cost constraints. There are unlikely to be enough affordable homes if the current mix of new build persists. The
current housing benefit freeze has left many struggling to pay rents

» More than half of owner-occupied households are under-occupied. Overcrowding may be eased by encouraging
more efficient household distribution - for example, by using the tax system to incentivise older people in large
houses to move to smaller ones - although this may be impractical to achieve in sufficient volumes

Source: English Housing Survey
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Summary

Closing the Housing Gap

Recent estimates suggest that about 1.2 million
extra homes are needed for everyone in the UK to
be able to live in a decent home. However, if
current population and household growth trends
continue, we would need a further 2.9 million
dwellings - taking us to approximately four million
additional new homes required by 2035.

If we were to continue at the current rate of annual
new additions, we would get there - but only by
PAVELY

However, on current trends it is not clear that we
are on course to create a future mix of dwellings
that would meet every kind of housing need -
whether to  improve  affordability, end
overcrowding, eradicate “non-decent” housing, or
provide housing diversity.
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Part 9/10

How Can Government What levers does government have to
Deliver? close the housing gap?
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“Over the last 50 or 60 years, Western
governments have intervened to try to
improve the social and economic life of their
countries on a scale unimaginable to
previous generations. Yet social and
economic problems persist. Policies fail.”

Paul Ormerod, Why Most Things Fail: Evolution,
Extinction and Economics, 2005
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The post-war era saw the successful delivery of ambitious
housebuilding targets, mainly through new social housing

Housing completions by housebuilder tenure, Government promises from 1945-1969
UK (1950-1969) « The need to restore the housing stock after World War Two meant that
W Local authorities W Housing associations housing policy was, as the 1951 Conservative manifesto put it, “a priority
W Private enterprise second only to national defence”
450,000 - * In the 1950s and 1960s, the acceleration of slum clearance and higher
400.000 - home ownership rates were constantly promised and delivered
350.000 - e More than 800,000 houses were demolished or classed as unfit for
’ habitation, while owner-occupation rose from 33% in 1945 to 44% in
300,000 - 1961
250,000 -

« These years saw increasingly ambitious housebuilding targets:

200,000 -  "at least 350,000" under the Tories in 1955
122’822 : * 400,000 was considered a "reasonable target" by Labour in 1964
50’000 | * both parties promised 500,000 per year ahead of the 1966 election
’ o . « The latter target was not reached, but housebuilding still reached

record levels, peaking at more than 420,000 in 1968 (with social
____________________ housing contributing 47% of homes in that year)

Source: Cambridge Centre for Housing, Planning & Research, Conservative Manifesto 1951, 1955 and 1966, Labour Manifesto 1964, 1966
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The years following 1970 saw fewer explicit housebuilding targets,
and a decline in housebuilding

Housing completions by tenure, UK Government promises from 1970-1999

(1970-1999) » The 30 years leading up to the 21st Century saw a shift of focus
away from housebuilding towards other goals

W Local B Housing associations M Private
450,000 authorities enterprise « Government promises revolved around issues such as supporting
’ first-time buyers, fair deals for tenants and increasing ownership,
400,000 - the latter of which was ensured through Mrs Thatcher’s Right to
350,000 - Buy, introduced in 1979
300,000 - » Between 1979 and 1992, the number of homeowners rose by more
250,000 than four million, due in large part to Right to Buy
200,000 -
« The government also pledged to accelerate the transfer of local
150,000 7 authority homes to housing associations in the late 1980s, and
100,000 - more than 1.3 million homes were transferred in the following 20
50,000 - years
0 -

T, » Right to Buy, and a lack of clear housebuilding targets, coincided

DO DD NDE NSRS R O with a steady decline in housebuilding in the 1990s (1.9 million

FFFFFFFFFFFFFFF homes were added to the housing stock, fewer than half the number
in the 1960s)

Source: Joseph Rowntree Foundation, Conservative Manifesto 1987, 1992
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From the turn of this century, governments have found it harder to
meet their targets

Government delivery against housing policy in England

1950s and Social housebuilding Targets of up to 500,000 homes per Yes, generally the targets were
1960s programmes year met
1980 Right to Buy It allowed people who owned council Yes, the number of home owners
homes to buy them at reduced prices, increased by four million from
aiming substantially to increase the 1979 to 1992
number of people owning their own
home
2000 Decent Homes Programme Everybody should live in a decent home No, 750,000 people lived in “non-
by 2010 decent” accommodation in 2010
2005 - 2019 Various targets for 200,000-300,000 homes built peryear  Generally these targets were
housebuilding and net additions in England missed

Source: UK Government (Gov.uk) - social housebuilding table 244, UK Government (Gov.uk) - live table 120, English Housing Survey - stock tables,
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https://www.gov.uk/government/statistical-data-sets/live-tables-on-house-building
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A number of levers are available to government and public bodies to
address the housing gap

Potential Policy Levers

Increasing Supply Building more social Improving incentives Offering tax breaks  Relaxing planning Releasing Easing regulation
homes for local councils and  and subsidies for constraints publicly owned and enforcement,
housing associations private developers land and boosting
to build more homes to build more public investment
homes
(LId-ENL AT ELLIM Reducing interest rates ~ Relaxing conditions Continuing or Promoting shared Increasing
on mortgages extending the Help  ownership, part-buy housing benefit
to Buy scheme or other novel tenures
LI ETLIL AN ELL I Reducing interest rates ~ Restricting second Clamping downon  Some forms of
can also push up prices home ownership ownership by taxation may contain
overseas buyers demand (eg capital
gains tax)
Promoting market Decreasing stamp duty  Simplifying the
efficiency (replaced by Land buying process
Transaction Tax in
Wales)
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No one body controls all the levers necessary to address housing

issues

The powers of a housing minister

“Housing is a particularly difficult
issue because policy responsibility
is split between a number of
different  departments...MHCLG
doesn’t have all of the policy levers
within its area and it’s actually
very difficult to get all of the
people into one room to decide
something.”

Lord Barwell, Minister for Housing
2016-17, speaking in 2020

Division of responsibilities

Taxation, housing policy and funding - determined by Westminster or the
devolved governments

Building and managing homes - local government (or the Northern Ireland
Housing Executive) and housing associations

Planning process and administering of housing benefit - mostly local
government

Setting interest rate - Bank of England

Laying down conditions on mortgages - Financial Conduct Authority

 Building homes for public and private sectors for sale and rent - private

housebuilders

These bodies are democratically, statutorily or legally independent of one
another, with different aims and obligations, and cannot easily act in
concert to achieve housing goals
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One way for government to increase housing supply would be to fund
local authorities to build more social homes

A proposal for social housebuilding by Shelter,
England

W Private housebuilding  m Social housebuilding

400,000 -
350,000 -
300,000 -
250,000 -
200,000 -
150,000 -
100,000 -

50,000 -

O -

20
20
20
20
20
2020
2022
2024
2026
2028
2030
2032
2034
2036
2038

*Note that the figures 2006-2018 are actual social housebuilding completions, the
figures from 2019 onwards are Shelter’s proposals

Source: Shelter, A Labour Party Green Paper - 'Housing for the Many', 2018

Increasing social housing

Building affordable housing directly would reduce the
supply shortage for low-income households

This could be carried out by local government, housing
associations or central government

A 2019 review by housing charity Shelter estimates
that building an additional three million social homes
in the next 20 years would cost £214bn

Building social housing would be likely to reduce
demand for private rentals, which would provide a
housing benefit saving, but would present problems for
private landlords

The extent to which more public housing would lower
house prices is unclear since the connection between
the public and private housing sector is not direct or
automatic
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Social housebuilding could be increased by offering incentives to

housing associations and local authorities

Incentivising an increase in social housebuilding

Local authority borrowing caps have been identified as a constraint on social housebuilding.
The Office for Budget Responsibility estimated that lifting these caps could lead to the
completion of 20,000 new units by 2023-24

In 2017, the UK government announced that councils in areas in need of affordable housing
would be able to bid for increased borrowing from 2019-20. This came into force in England
and Wales in 2019

Government can also facilitate an increase in social housing by providing more finance for
local authorities and housing associations

Allowing councils to keep the receipts from sales through Right to Buy and relaxing rules
about how these are reinvested could also increase social housebuilding

The Chartered Institute of Housing argues that the government should also support
alternative social housebuilding models by redistributing existing housing funding towards
more affordable housing options and suspending Right to Buy

Right to Buy was abolished in Wales in 2019 and in Scotland in 2016. A separate scheme
currently exists in Northern Ireland, although planned legislation may alter this

Source: Housing Quality Network - Innovation in Council Housebuilding, 2018, Chartered Institute of Housing
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Subsidies and tax breaks could be used by government to incentivise

private developers to build more homes

Fiscal levers available to increase housing supply

By subsidising property developers, the government could indirectly increase the
housebuilding rate and help to address supply shortages and improve affordability

Government can also directly fund specific types of housebuilders to improve supply,
although not all schemes have been effective. For example, the Home Building Fund,
introduced in 2017, subsidises small and community builders and companies specialising in
property regeneration. The aim was to increase the building of new homes by allowing
small and medium-sized developers to compete more effectively with larger developers

In 2017, housing associations were reclassified as private organisations, which gives them
more freedom to borrow. Then Communities Secretary, Sajid Javid, stated that this would
create a “more stable investment environment”, “laying the foundations” for thousands of
new homes in the social housing sector

Tax breaks could be effective in providing incentives but are not commonly used in the UK

Source: Home Building Fund
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Relaxing planning constraints could also increase supply and improve
affordability

Reforming the planning process

« The Strategic Land Group, a body that assists land owners in navigating the planning process, argues that
the planning system is responsible for some 35% of the price of a UK house

* A 2016 study co-authored by Christian Hilber, Associate Professor of Economic Geography at the London
School of Economics, argued that regulatory constraints accounted for a significant part of the increase in
real house prices from 1974 and 2008. It made the case that tight planning constraints limit developable
land, especially in more populous areas, thus constraining housing supply

« The same study suggested that if the most regulated region of England (the South East) had the same
regime as the least regulated, (the North East), its house prices would have been between 25% lower in
2008 and 30% in 2015. This is because the planning constraints tend to be tightest in highly urbanised
areas where price effects are also amplified, particularly during boom times

* In England, there have been attempts to increase the number of builds, via financial incentives to local
authorities in return for their approval of housing development plans. The New Homes Bonus began in
2011, and promised to match the council tax raised on each new house for six years

Source: The Impact of Supply Constraints
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Regulating the development of private land could help increase
housing supply

Requlating the use of private land

« To ensure that property developers do not engage in “land-banking” and fail to convert planning
permissions into housing, there are a number of potential control measures. Barton Willmore, a leading
planning agency, has suggested that planning authorities should:

« examine an applicant’s track record in previous applications when considering a new one
« make ajudicious assessment of how likely a site is to be developed

» cancel a planning permission if it is not acted upon within a specified time period or shorten the time
period for developers to act on the permission

« impose higher council taxes for those engaging in “land-banking” to discourage the activity

» To be effective, developers should not be able to sell on land with planning permission, though this might
be difficult to enforce

« As established economic rules do not always apply to land, the government could also manage the land

market more pro-actively through compulsory-purchase powers and a system of tax and finance that
targets specific supply objectives

Source: Barton Willmore - Guidance note on 2017 Housing White Paper
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A more streamlined planning system in Germany has contributed to

high build rates

Housing completions as a proportion of
planning permissions
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Source: National Housing and Planning Advice Unit (NHPAU), Deloitte, Deutsche Bank

Housebuilding in Germany and the UK compared

Since 1951, 30 million new homes have been built across
Germany, compared with 16 million in the UK. This higher rate
partly reflects the need to rebuild after World War Two and
extensive rebuilding in East Germany after reunification

In Germany local authorities are active in acquiring land and
making it available for development, and they are able to provide
for increased housing supply by selling land cheaply

In 2018-19 German completions approached 300,000 a year (for
a population of 83 million), as against the UK’s 250,000 (for a
population of 66.4 million). The British system allows for
considerably more negotiation after plans have been made, which
increases uncertainty, causes delays and increases costs

Property developers in Germany are far more diversified and
varied than in the UK, with a greater proportion of small and
medium-sized builders. This encourages competition, which in
turn helps to control prices, and to meet housing demand
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The quality of UK homes could be raised by enhanced regulation,
enforcement and direct investment by government

Household improvement in the UK

« Better central funding can improve the standard of existing homes,
and better regulation can maintain decent standards in the first place

« Between 2011 and 2016, £12m was made available to local authorities
for rogue landlord enforcement, resulting in the inspection of more
than 70,000 properties and more