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OVERVIEW OF NHPAU RESPONSE TO HOUSING GREEN PAPER

1. The Green Paper sets out a new role for NHPAU

‘We propose to strengthen the evidence base for those early reviews by issuing formal guidance at the beginning of the RSS preparations (and subsequently where appropriate) on the ranges of housing provision required over a 15 to 20 year period. This guidance will be based on the independent advice of the NHPAU. We will expect Regional Planning Bodies and Examination in Public Panels to test these options so that the Secretary of State can be fully informed when taking the final decisions about appropriate levels of housing provision in approving the RSS’.

‘It is Government’s role to set the overall housing ambition for the country and for the regions, acting upon the advice of the independent NHPAU and considering the national interest in the round’.
2. The purpose of our response to the Green Paper is therefore twofold:

· To outline our assessment of the potential impact of the Government’s housing supply target for housing affordability prospects; and

· To initiate a dialogue with key regional partners about a supply range consistent with the Government’s national target, as well as the aim of stabilising affordability over the long-term, for the earliest possible consideration and adoption in the planning process.

Response Key Points

3. England has an aspiring, growing and prosperous population.

4. Around 90% of people want to own their own homes.

5. Up until 2016, government statistics indicate that there will be an average of 234,000 newly forming households a year.

6. Statistics released by ONS in October indicate that there is further demographic pressure in the pipeline.  

7. We also know that existing home owners want bigger and better homes, and that there are a growing number of people with second homes.
8. The average net addition to housing stock over the last 3 years was 170,000. 

9. Demand for housing is growing. And there is a big shortfall in supply.

10. By any measure, the affordability of housing is getting worse. 

11. In 2000 the ratio of LQ house price to earnings was 4, it is now over 7. Under current Regional Spatial Strategy plans, all things being equal, our best estimate is that this is could rise to over 10 by 2026. 

12. If pressures are not met there will be a number of social and economic consequences. All things being equal these could include:

· A worsening of affordability prospects, with more people locked out of ownership, an erosion of the percentage of households in owner occupation.

· A delay in the formation of households, an indicator would be an increase in the average age of first time buyers, currently 29, and a reduction in the rate of mortgages taken out by this group.

· An increase in over-crowding. In 2006 overcrowding stood at 2.5 percent of all households. The position in London being worse, with over 6 percent living in overcrowded conditions.

· An increase in the demand for housing support from the state. In 2006 there were 1.6 million households on the social housing register. And the most recent data indicates that 85,000 households are in temporary accommodation.

· Further concentration of wealth amongst owner occupiers, with the younger age groups losing out relative to older age groups.

13. In our response to the Green Paper we model the effect of various housing supply scenarios on market affordability across England and at regional level.

14. NHPAU welcomes the Government’s new target for the delivery of 240,000 net additional homes a year by 2016. If met, it will represent important movement towards stabilising affordability over next decade.

15. Improving affordability prospects is about delivering the right number of new homes of the right type, in the right place and at the right time.

16. The choices about where homes are built can determine the scale of any improvement in affordability prospects. As a general rule the more homes that are delivered in the least affordable housing markets the more significant the improvement in overall affordability prospects.

17. The type of homes built is also important. As people become more prosperous they demand bigger and better homes. An undersupply of these properties means higher prices at this level and increased competition for homes at lower levels in the chain from those unable to move up.

18. The earlier that planning authorities can facilitate increased housing numbers then the better the impact on affordability prospects. 

19. The country will need to deliver more homes if we are to stabilise housing affordability. NHPAU estimates that about 270,000 new homes a year by 2016 will be required to achieve this.

20. A cooling housing market in the short-term will not be a solution to our long-term affordability problem. 

Next Steps

21. The housing supply scenarios and the illustrative supply range that we have set out in our publication provide a starting point for the dialogue we will now enter into with the key regional partners – the Regional Assemblies, Government Offices and the Regional Development Agencies.

22. The scenarios highlight some issues specific to particular regions and some broader questions. The intention has been to raise some of the key issues that we need to consider in developing our advice to Government. The purpose at this stage has not been to identify all issues particular to individual regions.

23. Engagement with the regional partners will take place over the remainder of the year. This will include working meetings in the regions between the partners and members of NHPAU. This will provide an important opportunity to test and iterate analysis on both sides.

24. New information from the centre will also lead to the refinement of this initial work, including: 

· An update of the 2004-based household projections, which is likely to reflect some significant distributional changes for some regions;

· Confirmation of the funding streams for social and low cost housing covering the Comprehensive Spending Review period; and

· Decisions about the scale and location of Eco-Towns and the new Growth Points.

25. There is a need to establish a target range that has the best potential to be responsive to ongoing policy development and new information about demographic trends and housing market signals. 

26. We will deliver to Government by the spring our first advice about a range of supply to be tested by each region as it moves forward in existing or future reviews of its planned housing provision.

Enquiries

If you have any questions about the NHPAU response to the housing Green Paper in the first instance you should talk to Gail Hendy, Head of the Board Secretariat on   023 9295 8060. Alternatively, regional partners can talk to their linked team leader.
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