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How can housing boost productivity
growth?

Anna Clarke, Director of Policy and Public Affairs, The Housing Forum
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About The Housing Forum NS e

o

 The Housing Forum is the only cross-sector, industry-wide organisation that
represents the entire housing supply chain.

o Members include housing associations, councils, housebuilders, construction
companies, architects and professional services.

* Focus is on collaboration and partnership to increase:
* Housing supply
« Affordable housing
« Quality and decarbonisation
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The Housing Forum'’s work on policy

* Engaging across the housing sector to understand the issues we face

* Highlighting issues and solutions to government via reports, letters, the press and consultation responses

* Keeping members up to date on policy issues via webinars, round tables and briefings.

Reforming the Right to Buy

Reform or abolish?

The Housing Forum's members from across the housing sactor
~including h t I

work together towards a mission of a quality home for all
We are acutely aware of the impact of the overall housing
shortage and the vital role that council homes can playin
meeting housing needs.
Ending the Right to Buy altogether would be the best way of
safeguarding the social housing stock o be allocated to those
who need it most. Nevertheless, we are conscious that all the
main political parties want to help peaple own a home of their

owm, 50 may wish to keep the Right 1o Buy in some form.

Recommendations for reform

Introducing a ‘Buyers Charter’ to ensure fairness
and safeguard council homes for those who
need them most

Covenants should be placed on sales to either prevent the
property from being let out, or alternatively to require them
to be offered to the council to let, if they are not being used

for owner-occupation.

2. Discounts on a home should be reduced to no more than
20% of ts value.

The length of residency required to purchase should be
increased to at lesst 5 years.

The exemption criteria should be modernised.

The details of the ‘Buyers Charter” should be devalved to

local couns
Giving councils the confidence to build new
council homes
6. The Right ta Buy should be removed for newbuild homes.

7. The cost flcor rules should be reformed.

Making the most from the Right to Buy receipts

8. Councils need fiexibility over how to spend their Right to
Buy receipts.

9. The cap on acquisitions should be removed or made more
flexible.

10. Councits shoud receive the full value ofthe Rightto Buy
sale toreinvest n social housing

11. The £2,000 that councils can keep from the sales proceeds
10 cover the administrative costs needs to ba incrassed sa
running the Right to Buy is cost-neutral for councils.

The Housing Forum | April 2024

1

Linking social rents to energy
efficiency — how might it work?

Our manifessto advocates updating the social rent formula,
5o that rents reflect the energy efficiency of the property.
How would this Work in practios? And are there other ways
we consd link rent levels and energy eficiency?

The Housing Forum's Manifesto for Housing 2024 calls for
the social rent formula to be updated and adjusted 1o reflect
the energy efficiency of a property. There ara twe key benefiis
from linking rents o energy eficiency

Social landlords will have a stronger financial incer
to upgrate their homes, potentially bringing in capacit
for privat finance to help them.

How does social housing perform
in terms of energy efficiency?

Energy efficiency is currently measured by their ‘nergy
performance certificate’ (EPC) rating, which goes from Ao G
Maost UK h have an EPC O (as%

or D rating (44%). The EPC system is to ba updated soon with
the government intraducing the Home Energy Model to messure
energy usage in a more sophisticated manner.

-

Currently. sacial housing is on average more.enargy eflicient
than other tarures of housing. Mare than half (60%) of social
housing in England has sn EPC rating of C or abowe, comparedt

Tenants will pay a fairer price for their home,
the cost of blls.

But how is the sacil rent formula set, how energy efficient
are social rent homes, and how would linking rents to energy
efficiancy help?

How is social rent set?

Back in 2001, 2 standardised formula for setting social rents was
set. This formula sets the rents for some four million households
iving in social housing in England, based an the property size

i locati 50 important to logal authorit
housing associations, whose finances are particularly challenging
in 2024. Rents fram residents pay for crucial repairs, planned
maintenance and help fund upgrades, including decarbonisation.

10 40% of privataly d 33
housing.

This isin part because the govermment has allocated funding to
decarbonising sacial housing, most notably the Social Housing
Decarbonisation Fund, with £38bn sarmarked to be spent over
ten years.

However, mora needs to ba dane, particulariy for the 42% of sacial
hausing not yet with the EPC Band C rating. Seme older social
hausing stock is very difficult to imprave - particulariy homes with
solid walls or heritage stock with listed building status. Newbuild
hausing is much mora energy efficiant, maaning tenants of
newbuild homes pay much lower bills,

TABLE 1: Average weekly cost of bills by EPC rating

Notall rents are .
some properties, particularly newly built units, can be let autat
‘affordable rent, defined as up 1o 80% of market rent, However,
soial rent remains the dominant tenura within social housing,
and it is social rents that we have focused on in this paper.
Masimum annualincreases for social rants are set by central
government and have in recent years tended to allow rents to
be sed paint than

EPC Rating 1-bed flat 2-badflat _ 3-badtemace
A £658 £860 £1418
B £1240 £1825 £2683
c £1808 £o482 £2808
o £2012 £3579 £3012
E £4417 £5188 £5654

the Gonsumer Price Index (CP) - known as 'GP plus ane

From 2016 - 2020 rents were instaad cut by one percent a year.

In 2023, the median monthly secial rent for a two-bedroom home
stood at £400 in England
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November 2023

The Housing Forum Wrking Group n Plaing: G s
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Streamlining planning
to build more homes

September 2024
A Housing Forum Report

The cost of building a house

How has the thing we need most
become unaffordable?
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How can housing boost productivity and growth?

* Housebuiding

« Direct impact on employment in construction, including
infrastructure cross-subsidised by development

* Indirect boost via expenditure related to house moves
and expenditure on the home

v
k.

* Reduction of costs that arise as a result of under-supply
of housing — expenditure on homelessness, health&
educational impacts of overcrowding

« Lack of labour mobility (including higher wages) in areas
of shortage.

* Improving quality and decarbonisation — a growing business
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So how i_s(?_overnment going to increase
housebuilding?

« High aspiration, with cross-party agreement - 1.5m new homes over the
parliament.

* Long term thinking - A new generation of new towns alongside urban
extensions - Taskforce set up in September to decide on locations and
approach within 12 months.

« A willingness to prioritise housing above other concerns - compromises
around greenbelt, ‘beauty’ in design, etc.
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Planning reform

* New National Policy Planning Framework - published in December sets
new formula for targets, which are higher overall, and no longer skewed so
heavily towards urban areas (more realistic). Makes the ‘standard method’
mandatory and gives fewer reasons to avoid meeting the targets.

* New Planning and Infrastructure Bill — published this month:

* Reforms to planning committees (compulsory training for councillors,
maximum size and national scheme of delegation, meaning many
applications have to be determined by officers).

* Nature Recovery Fund - which developers pay into, and councils (or
other public body) manages to the benefit of nature, and to mitigate the
impact of the development. Should direct the funding where it's most
useful, and speed up development.

* Big changes on strategic planning - Spatial development strategies to
force LAs to work together. Produced by mayors, Combined Authorities
or LAs (upper tier).

* Councils to set own planning fees — some concerns here, but should
help channel funding into planning departments, which is badly
needed.

* Minor changes to CPO powers and processes, and to the powers that
Development Corporations have, to help with new towns.

® < Reducing the number of statutory consultees, and greater oversight of

consultees’ input on planning applications — so they don’t cause so many
delays.
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Is 1.5m new homes achievable over 5 years? (300,000/year) A few graphs:

Graph 1. Post-war housebuilding

Figure 3: Permanent new build dwellings completed, by tenure, England, 1946 to 2015
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However....

Graph 2: Going back a bit further

Figure 1: The English and Welsh housebuilding

rate decreased after 1947 and before 1980
Used to argue the Town and

Gross Housebuilding in England and Wales from 1856 Country P|anning Act stifled
o Fubkc delivery.

& Pricate

(=]

TCPA Right to Buy
[1947) (10RO

housing stock (%)

Mew homes as a share of existing

1860 1BED 1800 1920 1540 1950 1980 2000 20k20

Source: Centre for Cities
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\I/ Average annual net increase in housing stock
(England and Wales)

Reality a bit more complex: 200,000

Prior to 1948: 150,000
* No planning. No greenbelt.
100,000
« Limited building regulations.
- Housebuilding was much cheaper (annual council rents ~o0e I I I
were 9% of the construction cost in 1914, today they’re 0

250,000 237,800

214,667
204,012

| ‘164 349

=
2%). Land also a lot more expensive today. 5 o S P E S 6
) P Y SIS S 5
Quite a lot of the new housing was simply replacing older Source: Holmans 2005, plus MHCLG

housing.

Gross Housebuilding in England and Wales from 1856

® Public

® Pricate

TCPA Right to Buy
[1947] (1RO}

Mew homes as a share of existing
housing stock (%)

1860 1EED 1900 1920 1540 1980 1980 2100 2020

Graph 3: Looking at net increase in housing over the same period:
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And in more recent years:
The boom of the 1960s & 1970s was at a time when:
» Greenbelts had been drawn up to allow for a few decades' worth of

development within them.
. . . . . w 400
* More enthusiasm for thinking big in terms of new towns, growth, less 2 150

focus on conservation or the environment. 3 300
250 -

« Avery large amount of capital subsidy was used from both central and £ 200 |
local government. Tax was higher, expenditure on other areas (eg health) :gg |
was a lot lower. No political party today has proposed the level of funding o0
that would be required (even those who have proposed the outputs!)

o - T
O D D VAV AR D YO DD
FFFFEF S S FFEEE SIS

s (t

Number of dwel

Year

So reality is that the large majority of new homes will have to be delivered P Entemriss DHousing Assaciatons  BLocal Authoriies
by the private sector (or in partnerships)

Source: Munstry of Housing, Communifies & Local Government
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Can the private sector deliver?
* In high priced areas, there’s no inherent reason why not.

» Other countries deliver higher rates of housebuilding — there’s
not some fixed limit on private sector capacity.

* There is plenty land — urban areas only 7% of UK (11% in
England)

* No industry-wide conspiracy to constrain supply to hold prices
up (wouldn’t be in the interests of any one housebuilder to do
that).

+ Challenges:

 Builders will only build at a certain rate of any one product on
any one site — to avoid market-saturation.

» Finance constrains their ability to buy and work on many sites
at once.

» Each site goes slowly and unpredictably, mainly because of
planning (but also workforce & infrastructure provision)

* We are increasingly reliant on large builders and therefore on
large sites, which tend to build out more slowly.

+ The companies we work with are all keen to expand, to build more
homes.




/THE\ INTERACT

HOUSING inForm

@w IMFLUEMCE

What else needs to happen to help deliver?
Biggest challenge right now is finance and viability

The Housing Forum’s report last year on The Cost of Building a
House showed the costs of an average house are around
£252,000 — excluding land.

This is more than the average newbuild house sells for in some
areas.

Total costs of building a house

Table 5: Total costs of building a house including future costs (excluding land values)

Cost of the most straightforward house Estimate (2024 rates)
Costs of planning application £1,000
Total construction costs £133,000
External works £22.000
Professional fees (architect, legal, etc) £4,000
Contingency (to cover unforeseen circumstances) £8,000
Sales and marketing, including conveyancing £6,000
Finance costs £8,000
Services and utilities £20,000
Total £202,000
Additional costs, incurred on most developments Estimate (2024 rates)
Abnormal costs, lower estimate (houses) £13,000
Abnormal costs, upper estimate (houses) £68,000
Abnormal costs, typical estimate (houses) £40,000
Total cost including typical abnormal costs £242,000
Future costs

Biodiversity net gain £1,000
Future Homes Standard £6,200
Electric vehicle charging £1,200
Building Safety Levy £1,000
Water saving incentives surcharge £300
Total future costs £9,700

—

Total current, typical abnormal and future costs £251,700

Source: The Housing Forum: The Cost of Building a House, 2024
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What’s caused the financial difficulties?

Big rise in construction costs: Rose by 50% in 2 years.

1AL

Stable since then but still affecting viability of sites
purchased prior to that, or in low value cost areas (where
land prices were already low) /—/_A—- New Housing
. . — T NEWw WO

Increased labour costs — Labour shortages, especially in

. . . l ——He .
locations where housing costs are high (so where Masamanss
housebuilding is most needed...). Particular shortages of e
building safety experts, planners and heat pump engineers. TaE N S S o B BT SE B B ae e s
Interest rates have ended their long run of <1%. A new Source: Monthly Statistics of Building Materials and Components, Table 1

normal? But has caused house market growth to stall. . .
g Average house prices in the UK

Increased policy costs — New building safety Average UK house price, Halifax and Natiohwid¢g
requirements, biodiversity net gain, payments to pay to
upgrade water system or offset pollution or water usage,

new building standards (2021 regs, then Future Homes %,\‘/—’5555,252

Nov 2024
£300k £298,083

coming in soon). A long-term trend of putting costs on £250k
development, hoping it will come off land prices or profits,
but current environment makes this hard. £200k

£150k

£100k T T T T T
2008 2012 2016 2020 2024

Note: Axis does not start at zero
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What would help?

Direct funding for the affordable housing sector — would help deliver on manifesto commitment of “the biggest
increase in social and affordable housebuilding in a generation” but also keep the whole of the housebuilding sector
going while markets adjust, house prices start to rise again, and private sector can accelerate.

Rhetoric around this continues, but no significant cash as yet. Sector is hopeful for the Spring Spending Review.

Urgent action to address the blockages around building safety — The new Gateways process is causing a
hiatus in getting started on sites —Building Safety Regulator does not want to offer advice or engage in dialogue,
but nor are the requirements clear and unambiguous enough that applicants know what to do to get approval.

Allow social landlords to put rents back to “target rent” level where they were heading towards before the
2016-20 rent cuts. (Around half of this cost would be picked up by DWP via higher benefit claims.) A longer-term
rent settlement (eg 10 years) would help too, though unless it's contractual, the sector (and its investors) may
struggle to trust that it won’t be changed by a future government.

First time buyer support — can help to keep housebuilding rates up, especially if targeted at newbuild.

Focus on mixed tenure in larger scale developments — including Build-to-Rent housing and mix of affordable
tenures — helps build-out rate as a wider range of occupants. And realism on build-out rates for larger sites when
allocating 5 year land supply.

Investment in skills and training, especially at the FE level — apprenticeships and on-site learning for 16+,
careers advice to help people into the right role for them. Also mid-career switchers.

Build cross-party support - not just for the aspirations but for the policies needed to get there. Is Labour-Tory
agreement sufficient? Increasingly fractured political system.

The Government’s long term plan for housing — expected out in June, alongside Spending Review
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‘ " Local Government reorganisation - should be helpful for housing
). (more strategic, bigger scale, more efficient), but the transition is likely
i | to be a distraction from other agendas.

e e

A couple of potential curveballs:

Immigration — the elephant in the room with housing requirements — if
we continue with net migration of 1m a year, then 300,000 new homes
- a year will only lesson the rate at which the shortage gets worse.

Need higher aspirations. (Average UK household size = 2.4 people, so
1m people need (417,000 houses.)

But much reason for optimism —

Need patience, and a long-term view: A lot of the planning reform really
positive, but will take time to yield results. Market should pick up gradually too
as interest rates come down a little and wages grow.

Not likely to meet 1.5m target over 2024-29 period but should be able
to ramp up to 300,000+ a year by 2029.

Government needs to keep listening — People across the housing sector
are reporting really positive stories of engaging with ministers and civil
servants, period of paralysis appears over. This should help unblock future
issues and find ways forward to unlock higher rates of housebuilding and
economic growth.




Thank you for /ﬂ_IE\ INTERACT

stening HOUSING INFORM

F\(:)Rlp INFLUENCE




	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16

