GOVERNMENT AND INDUSTRY PROGRESS WITH THE BARKER AGENDA

John Stewart, Director of Economic Affairs, HBF
This paper considers the Government’s and the industry’s response to the Barker agenda in the 12 months since the final report was published.

1. Government Progress with the Barker Recommendations

The following extract from the March 2005 Budget Red Book summarises current Government thinking:

“Kate Barker’s independent review of housing supply, published alongside Budget 2004, set out the long-term lack of supply and responsiveness of housing in the UK. It identified problems of affordability for new households, wealth redistribution from those outside the housing market to those inside the market, and significant regional price differentials and expectations, reducing labour mobility and constraining productivity. It recommended a step change in housing supply and a programme of wide-ranging reform to deliver better balanced housing markets, including a proposal for a Planning-gain Supplement to help fund additional investment in infrastructure and social housing and to give local authorities stronger incentives to deliver housing growth.

The Government is making significant progress in implementing the Barker Review’s recommendations on investment planning reform and affordability. The 2004 Spending Review announced a 50 per cent increase in new social house building by 2007-08 compared with 2004-05 – an additional 10,000 homes a year. It also established a new Community Infrastructure Fund (CIF) of £150 million by 2007-08 to support the transport infrastructure costs required to enable faster housing development in the four growth areas.”
While much Government work is going on behind the scenes, progress has been made in a number of areas.

Research

The ODPM has let two major Barker research projects: one developing a methodology for translating affordability targets into housing figures at national and regional level; the other developing a guide on the impact of different levels of the affordability target on sustainable communities at both regional and national levels, including economic performance, and the implications for transport, environment and amenities. HBF is represented on the advisory group for both projects.

Planning-gain Supplement (PGS)

The Treasury and ODPM have a joint working party looking at the PGS. It is understood the PGS and S106 agreements are being considered together. HBF made a detailed submission on the proposed PGS to Treasury and Inland Revenue in May 2004.

Planning Policy Guidance for Housing (PPG3)

In the November Pre-Budget Report, the Treasury announced a consultation on reforming PPG3, as recommended by Barker, in Summer 2005 aimed at “increasing the planning system’s responsiveness to housing market signals”. Budget 2005 repeated this commitment, saying the review would include “introducing a long-term national goal for affordability in the housing market and on increasing the planning system’s responsiveness to housing market signals by reforming Planning Policy Guidance on Housing (PPG3).” HBF has submitted an early paper to the Government setting out key issues the industry wishes to see considered in this review (see item 3 below).

Real Estate Investment Trusts (REITs)

The Treasury published a discussion paper on REITs with Budget 2005. “Subject to finding a workable solution that meets the stated objectives… the Government aims to legislate for a UK-REIT in Finance Bill 2006.”

Merging Regional Planning and Housing Boards

“Following recent consultation, the Government is considering how best to merge Regional Housing Boards (RHBs) and Regional Planning Bodies (RPBs) to create integrated bodies responsible for managing regional housing markets. It will also establish an independent advice unit to strengthen the evidence and analysis on improving housing market affordability available to regional bodies throughout the regional planning process.” (Budget 2005)

Contaminated Land Tax Credit (CTLC)

In response to one of the Barker Review recommendations, the Government is carrying out research into the effectiveness of the CTLC with a view to extending the credit to land that has lain derelict for a period of time. The Government will consult in 2005 on possible extension.

2. Industry Progress with the Barker Recommendations

HBF has been leading house builders’ response to the Barker recommendations directed at the industry. In Budget 2005, to reinforce the Government’s expectations of the industry, the Treasury said: “The Government will consider by the summer progress made by the house building industry to improve service quality and customer satisfaction ratings and to increase investment in skills and innovation.”

Recommendation 32: Customer Satisfaction

Most house builders, particularly the larger companies, fully support the objective of Barker Recommendation 32, namely a significant increase in new home buyer satisfaction. The recommendation charges HBF with developing a Strategy to achieve this objective. Discussions are ongoing with NHBC, Homes for Scotland, the ODPM and OFT, and HBF has a specialist Working Group developing both short-term measures and a comprehensive longer-term strategy. Key issues include establishing a suitable industry-wide Customer Satisfaction Survey which does not duplicate or cut across existing surveys; a model customer charter, drawing on the existing NHBC voluntary charter and OFT code of conduct; and the implications of house builders’ purchaser contracts complying with the Unfair Terms in Consumer Contracts Regulations 1999, as required by Barker.

The industry is already doing a great deal to raise customer satisfaction, and has made significant progress over the last two or three years. In a survey of larger HBF members, 38 companies out of 42 regularly monitor customer satisfaction and 31 have a customer charter. The CML initiative in 2004 has helped improve satisfaction levels.

In its Annual Plan 2005-06, the OFT identified “construction and housing markets” as one of five “priority themes, where we propose focusing particular attention”. In February 2005, the Law Commission and Scottish Law Commission published final recommendations on unfair terms in contracts: “We recommend that consumer contracts of insurance and contracts for the transfer of an interest in land…should not be exempt from the new regime”.

Recommendation 33: Modern Methods of Construction (MMC)

The MMC Cross-industry Group, set up by HBF, produced a provisional interim report in late 2004 identifying major barriers to wider adoption of MMC and suggesting possible solutions. Six specialist Working Groups have now presented their findings to the Cross-industry Group and a draft second report is in preparation. A final MMC report will be ready by Summer 2005.

Recommendation 34: Skills

A path-breaking HBF/CITB industry skills survey, examining the skills implications of a substantial increase in house building and wider adoption of MMC, is nearing completion, and will be published soon.

In November 2004, HBF announced three major new skills initiatives. Under these, the larger house builders are working with ConstructionSkills:

· to develop an effective new initiative with the subcontractor supply chain that would significantly increase the number of training places for skilled trades within the house building industry;

· to promote the Construction Skills Certification Scheme (CSCS) with the aim of having a fully carded workforce by the end of 2007;

· to develop a new flexible qualifications structure for the management of house building developments that is both appropriate and relevant to the skills sets required and which recognises existing commitments to site management training within larger companies.

HBF is also working to extend involvement in these initiatives beyond the larger members.

Recommendation 35: Design

HBF made a good start by setting up a special member working group. However  work was put on hold following ODPM concerns about the proliferation of design initiatives from various bodies (CABE, ODPM, EP, HBF). HBF is awaiting the outcome of the ODPM’s review of current initiatives.

3. THE Summer ‘Barker’ Review of PPG3: Industry Expectations

HBF very much welcomes the forthcoming review, and supports the key elements of Recommendation 12 – a rigorous approach, grounded in evidence base, panel scrutiny, weighing up costs and benefits. In March 2005, HBF submitted a paper to the Government offering some ideas to help with framing the review agenda. The following is a summary of the key suggestions:

· The vast majority (90%+) of the new homes required over the next 20 years will be provided by private developers, operating in the highly competitive land and housing markets, for private buyers or through S106 affordable housing agreements. To achieve the Government’s objectives, including a significant and sustained increase in house building, PPG3 policies must be designed to work with the grain of markets. 

· Market responsiveness and flexibility, which lie at the heart of the Barker Review, must become integral to PPG3. 

· To ensure PPG3 policies achieve their objectives, each policy should be carefully scrutinised as to: its objectives and the assumptions that lie behind it; its likely wider consequences (positive and negative); the likely impact on the behaviour of key players (land owners, developers, local planning authorities); how it will be implemented and operate in practice; what evidence exists to support the policy assumptions and anticipated outcome; and whether the “identifiable and evidenced benefits” outweigh the likely costs.

· PPG3 policies should be tested for their relevance to, and impact upon, the multitude of small schemes, as well as the few very large developments.

· The review of PPG3 should assess the measures needed to increase the flow of residential permissions to achieve a significant and sustained increase in house building. 
· Policies restricting the location of new housing, and the consequences of concentration policies (e.g. the North West, West Midlands), should be examined. As Kate Barker recommended: “Restrictions on development should have an identifiable and evidenced benefit that outweighs their costs.”

· The proposed stakeholder panel should give sensible weightings to the different interests, especially housing providers.

· The distinction the ODPM has suggested recently between demand and supply policies is artificial – all planning policies operate on supply - and should not exclude important issues from the PPG3 review.

In addition, HBF highlighted several detailed policy issues as particularly important:

· The impact of brownfield, density and affordable housing policies on the mix of new housing and the house building industry’s ability to contribute towards achieving mixed and balanced communities;

· The impact of PPG3 parking policies on home occupiers and the sustainability of individual housing developments;

· The impact of Urban Capacity or Potential Studies which can use highly theoretical assumptions to show there is an almost endless ‘potential’ supply of brownfield land;

· How the sequential test is working in practice, and whether in some cases it is excessively restricting the supply of land which can realistically be developed;

· Because Regional Spatial Strategies (RSS) will be the foundations of the new planning system, they must set sensible total numbers for housing and adopt a realistic sub-regional distribution. If they fail to do either adequately, local authority plans will not produce the right numbers of new homes, of the right types, in the right locations to meet demand and need.

4. Research Points to FAMILY HOME Shortages

The links between household formation and dwelling requirements are poorly understood. To help inform the policy debate, HBF commissioned Professor Dave King to examine the implications of demographic trends over the next 20 years for the types of dwellings we will need. 

A short version of Professor King’s report, Room to Move? Household Formation, Tenure and Housing Consumption, is available at www.hbf.co.uk. A paper exploring the implications of his findings, Room to Move? Reconciling Housing Consumption Aspirations and Land-use Planning, is available in conference delegates’ packs, and also at www.hbf.co.uk.

John Stewart, 8 April 2005
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