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1. INTRODUCTION

At the September meeting between HBF and the joint Treasury/ODPM Barker Steering Committee, HBF agreed to provide a further paper outlining the policy measures it regarded as necessary to achieve a substantial and sustained increase in house building (presenting solutions rather than problems), an initial view on prospects for delivering an increase in private house building, and an update of progress with the Barker recommendations relating specifically to the industry.

Following the Executive Summary, Section 3 of this paper considers the general policy environment required to produce new housing in a market economy. Section 4 lists HBF’s policy recommendations for increasing private housing and making supply more responsive to demand. Section 5 considers possible future paths for private house building. Section 6 updates progress with the Barker industry recommendations.

The house building industry, its shareholders and most other stakeholders fully support the Government’s and Kate Barker’s objectives: a significant and sustained long-term increase in house building, building sustainable communities, more demand-responsive land and housing supply, a more efficient planning system and an expansion of the capacities of the house building and supply industries. Achieving these objectives is the only sustainable, long-term solution to the current affordability crisis and is essential if everyone is to have the opportunity of a decent home. 

House builders have the expertise to raise output, they can raise the finance and they understand the needs of home buyers. The Government’s reforms to the planning system, and the additional reforms likely to flow from the Barker recommendations, will help remove some of the process blockages and inefficiencies which have held back sustainable private house building. However we believe further measures are required. After consultation with a wide range of members, this paper offers a series of positive and constructive recommendations, almost all of which could be implemented within the current planning system and without the need for further legislation.

2. EXECUTIVE SUMMARY

2.1 Setting the Scene

The industry fully supports the Government’s and Kate Barker’s objectives: a significant and sustained long-term increase in house building, sustainable communities, more demand-responsive land and housing supply, a more efficient planning system, expansion of the capacities of the house building and supply industries.

Because most new housing is provided by the private sector for private buyers, policies to increase house building, and to improve the market responsiveness of housing supply as recommended by Barker, must work with, not against market influences. The greater the control exercised by the planning system over house building, the less the likelihood of delivering a step change in house building numbers.

House builders believe there is no shortage of land in England, only a shortage of implementable planning permissions. Adequate housing supply, across all markets, is essential for meeting housing demand, solving the affordability crisis and building mixed and balanced sustainable communities.

House builders welcome the Government’s commitment to planning reform and increased house building. But to date there has been no improvement in planning performance and no rise in residential land with planning permission.

2.2 Policy Measures to Allow Housing Numbers to Rise

One very strong message emerges from all HBF’s consultations with members: planning and land supply are regarded as by far the most important long-term constraint on private housing output; by contrast, industry constraints (skills, MMC, design) can be overcome by the industry itself, with assistance from Government and other stakeholders, given sufficient time to adapt and as long as house builders and suppliers are convinced there will be a substantial and sustained increase in the supply of planning permissions.

The following recommendations are directed at lifting the most important external barriers to raising substantially private house building numbers in the longer term, making supply more responsive to demand and achieving a more efficient and proactive planning system. 

2.2.1 The Broad Policy Framework

· Incentivising LPAs to meet their housing targets

· Implement Barker Recommendation 12: PPG3 revision

· Reassess whether regional planning  strategies in the SE, WM and NW will deliver sufficient housing to meet demand and more demand-responsive housing supply

· ODPM to assess the cumulative burden and costs of regulation

· Treasury to consult on the Planning-gain Supplement (PGS)

2.2.2 Increasing Supply and Making Supply More Demand Responsive

· Presumption in favour of residential for all urban brownfield land

· Re-introduce Five-year Land Availability Studies

· Presumption in favour of residential for land allocated in local plans

· Remove prematurity as grounds for refusal

· ODPM to ensure sufficient housing is delivered to meet demand through regional & local plans

2.2.3 Improving Planning Efficiency

· Delegation of detailed consent to planning officers

· Fast-track planning

· Speed up the appeals system; encourage it to have a more positive impact on planning performance; a system of graded appeals decisions

· Stop the policy clock for applications and appeals

· Stop Supplementary Planning Guidance (SPG) abuse

· Ensure adequate local planning resources

2.3 Prospects for Increasing Private House Building

The industry achieved 8% per year compound growth from 1981-88. The major home builders have publicly stated they could achieve 10% per year compound growth for five years, given an adequate increase in implementable planning permissions and favourable market conditions. Private housing output increased 6-7% per year over the last two years.

2.4 Update of HBF Progress with Industry Recommendations

Recommendations 32: Customer Satisfaction

After widespread consultation with the industry and outside bodies, HBF’s strategy involves a Customer Charter for release in Spring 2005, development of an appropriate industry-wide measure of customer satisfaction to help raise standards, and assessment of any changes required to meet the Unfair Terms in Consumer Contracts Regulations 1999.

Recommendation 34: Barriers to MMC
The Barker MMC Steering Committee, established by HBF across a wide range of stakeholders, will shortly provide an interim report describing some key barriers to wider adoption of MMC already identified and preliminary thoughts on how these might be overcome. A report on the six MMC working group programmes will be produced before the end of the year. The final report deadline has been brought forward to Summer 2005.

Recommendation 34: Skills and Training

HBF is undertaking with CITB a special survey of house building skills requirements in the light of the Barker Review agenda (increased house building, MMC, design). Preliminary results are expected before the end of the year. The results will inform the CITB sector skills agreement.

The Major Home Builders Group (MHBG) and CITB are exploring new ways of increasing the flow of apprentices. The MHBG has agreed to join the Qualifying the Workforce Initiative with the aim of having a fully CSCS carded workforce by the end of 2007, and to develop with CITB a new flexible qualifications structure for site management.

Recommendations 35: Design

Following discussions with CABE and ODPM, it has been agreed that further
work is required to clarify the relationships between relevant "codes",
standards and other design initiatives being undertaken by the ODPM, CABE,
EP and HBF before considering the form and content of any new code of best
practice in response to Barker. A meeting between CABE, ODPM and HBF is  due to be held during November to try to advance strategic decisions on how best to proceed. For its part HBF believes it will be important for the success
of future activity in this field that there is appropriate industry ownership of the outcome.

Recommendation 36: Voluntary Compensation Scheme

The Customer Charter will cover some of the issues as they relate to residents on new housing developments.

3. SETTING THE SCENE: HOUSING SUPPLY IN A MARKET ECONOMY

3.1 Delivering through the Private Sector

Well over 80% of the new homes required over the next 20 years are likely to be built by private house builders, either for private buyers in the open market, or as “affordable housing” on private housing developments. Most of the land will be bought from private owners, or from public-sector agencies in open competition.

Therefore to be successful, policies to increase house building, and to improve the market responsiveness of housing supply as recommended by the Barker Review, will have to work with, not against market influences.

Private house builders will work within whatever regulatory environment the Government imposes, but companies are ultimately answerable to their shareholders, and therefore must take account of shareholders’ views about how companies can best meet customer demand. House building companies exist to build and sell homes and most seek to grow. Almost all the major quoted house builders are publicly committed to increasing output. Therefore the industry and Government share common objectives: a significant and sustained long-term increase in house building, building mixed and balanced sustainable communities, more demand-responsive land and housing supply, a more efficient planning system and an expansion of the capacities of the house building and supply industries.

The private house building industry has approximately 5,500 active companies. The top 25 or 30 account for a large share of output. Persuading ‘the industry’ to change in some way – e.g. increase output, increase adoption of MMC – in practice means persuading 5,500 companies, and especially the top 25-30, that it is in their commercial interest to change. 

House builders believe there is no shortage of land in England, only a shortage of implementable planning permissions. It is sometimes claimed that there is a large stock of outstanding permissions, and that lack of implementation is the problem, not lack of permissions. The industry disagrees. It does not hold large stocks of unimplemented detailed planning permissions, as the Barker Review found. Because this is such an important issue, HBF would be pleased to support ODPM with detailed, permission-by-permission research to determine whether there are large numbers of outstanding permissions and, if so, why they are not being implemented.

If residential land is made available by the planning system, in quantities sufficient to meet local demand in all markets, the industry will commit the financial and other resources, undertake the necessary training and make the production and design changes needed to increase output, market conditions allowing. However if sufficient permissioned land is not made available, the industry’s ability to raise output will remain severely constrained.

3.2 Balancing Regulation with Allowing the Market to Operate

A key feature of the market environment in which the house building industry operates is that the quantity and location of its most important raw material, permissioned land, is heavily controlled and rationed by local planning authorities, whereas house builders sell their products in a competitive market to private buyers. House builders therefore face significant commercial risks in terms of both inputs and outputs.

The failure to provide sufficient housing over the last two decades is sometimes attributed to “market failure”. This is a misleading description which can lead to the wrong policy conclusions. It suggests the market operated and failed, thereby implying that a more desirable outcome could be achieved through greater regulation of the market. 

From a historical perspective, the market for residential land has not operated properly, especially since the early 1990s and the introduction of the plan-led system. The supply of permissioned land, both brownfield and greenfield, has been inadequate to meet housing requirements. Low and inelastic housing supply can be best described as “regulatory failure”. The tight regulation of land supply – quantity and location – by the planning system resulted in insufficient housing in relation to demand, and highly unresponsive land and housing supply. Far from implying more regulation, this view suggests less intervention and less regulation is required. This is the context for Barker’s recommendations.

The greater the control exercised by the planning system over house building – location, quantity of land, mix, density, parking provision, price, tenure, who house builders can sell to, profitability, land prices, etc. – the less the likelihood of delivering a step change in house building.

The industry wants a cooperative partnership between house builders and LPAs, supported and encouraged by the right central Government policies and guidance, to increase the supply of housing and make supply more responsive to demand.

3.3 Meeting Demand and Improving Affordability

Adequate housing supply, across all markets, is an essential requirement for meeting housing demand, solving the affordability crisis and building mixed and balanced sustainable communities.

The affordability crisis will only be solved by building sufficient homes to ensure housing becomes affordable across all markets. The focus on “affordability housing”, however desirable in the short term, is not an adequate long-term solution. Unless the supply of land with residential permission is increased, allocating an increasing share of an inadequate supply to “affordable housing” for special categories of buyers will simply exacerbate shortages of open-market housing and drive up house prices even further. 

Similarly, the country’s additional housing needs cannot be met in a limited number of growth and regeneration areas. Supply needs to be adequate to meet demand across all housing markets.

If the industry is currently not building homes across a broad enough range of types and sizes, the only sustainable solution is to allow the industry to increase output significantly. Restrictions on total supply inevitably mean not all segments of demand can be met. Similarly, restricting the types of homes the industry can produce will not allow the industry to meet demand, nor will it make supply more responsive to demand or solve the affordability crisis.

3.4 House Builders’ Current Experience

The industry has welcomed the Government’s commitment to planning reform and its recognition that house building needs to be increased substantially. House builders and Government share common objectives. We also recognise that it will take time before the full benefits of current reforms are felt by the industry.

Unfortunately, to date the industry has seen no overall improvement in planning performance and no increase in the supply of residential land. 

Official planning performance statistics show a significant rise in 13-week “decisions”, in line with the Government’s target. However this has been accompanied by a fall in 13-week approvals and a corresponding rise in refusals. In the September 2004 HBF Survey, 90% of house builders regarded planning delays as a “major constraint” on production, the highest figure since this question was introduced in 1996 when planning delays first emerged as a major issue. In addition, house builders have reported a sharp increase recently in the time taken to process appeals. This reflects a rise in appeals against 13-week refusals, as well as a response to the cut in the appeal submission deadline from six to three months.

The decline in appeal performance worsens the tension between planning objectives and political influence. A planning committee is more likely to refuse a scheme against officer recommendation if it knows the house builder faces at least a year before an appeal can be heard.

Official figures are incomplete, but they show that the overall quantity of residential land being developed has fallen, with residential greenfield land down sharply. According to the latest Land-use Change Statistics (ODPM, 2003), residential land developed in 2001 was down 16% compared with 1997, with a 5% rise in brownfield land alongside a 32% decline in greenfield land.

3/5 The Barker Challenge

The Barker Review addressed two fundamental issues: low levels of housing supply, and low supply elasticity. It concluded:

· England needs a substantial rise in house building;

· Private housing supply, and therefore the planning system, must become more responsive to market influences. 

One important finding was that not only is supply exceptionally unresponsive by international standards, but the supply elasticity worsened in the second half of the 1990s. HBF believes this reflects the increasing constraints on permissioned land arising from the operation of the plan-led system (see Appendix).

The industry has undertaken considerable work prior to and in response to the Barker Review recommendations. New methods and products are being adopted, a number of house builders have set up MMC facilities, either alone or in partnership with suppliers, many have apprenticeship and other skills training programmes and HBF has set up an extensive programme of research and consultation on skills and MMC. But expanding a whole industry’s capacity takes time. And the pace of response will be heavily influenced by the industry’s view of the future land and planning environment and workload prospects.

4. POLICY Measures TO allow Housing Numbers to Rise

Having expressed the view at our last meeting that the planning system is still not delivering the conditions necessary for a step change in housing supply and more demand-responsive supply, HBF was challenged to recommend further policy measures.

Most planning policies and guidance, including recent reforms, pre-dated the Barker Review. As a result, they do not take adequate account of the findings and recommendations of the Review, particularly its recommendation that there should be a substantial increase in private house building and that land and housing supply should become more responsive to market influences.

The following recommendations are directed at lifting the most important external barriers to raising substantially private house building numbers in the longer term, making supply more responsive to demand and achieving a more efficient and proactive planning system. We believe they are almost all possible without primary legislation and are fully consistent with the conclusions and recommendations of the Barker Review. Some of the recommendations would also encourage more partnership between developers and LPAs and would help ease the conflict between planning objectives and political pressures.

The recommendations are based on extensive consultation with members, in particular through preparation of HBF’s two submissions to the Barker Review as well as a special consultation with the top 30 HBF members following HBF’s 13 September meeting with the Treasury/ODPM Barker Steering Committee.

One very strong message emerges from all HBF’s consultations with members: planning and land supply constraints are regarded as by far the most important long-term constraints on private housing output; by contrast, industry constraints (skills, MMC, design) can be overcome by the industry itself, with assistance from Government and other stakeholders, given sufficient time to adapt and as long as house builders and suppliers are convinced there will be a substantial and sustained increase in the supply of residential planning permissions.

4.1 THE BROAD POLICY FRAMEWORK

4.1.1 Implement Barker Recommendation 12: PPG3 Revision

Issue

We do not believe PPG3 (March 2000) does enough to encourage a significant and sustained increase in private house building, nor does it pay sufficient attention to market needs, market influences and the central role of the private sector in housing supply.

Policy Proposal

“Government should take a rigorous approach to revising PPG3. Future revisions should be grounded in an evidence base and should be subject to scrutiny from a panel of housing and planning stakeholders, including the development industry. Restrictions on development should have an identifiable and evidenced benefit that outweighs their costs.” (Barker Review)

The current version of PPG3 was published in March 2000 and therefore pre-dates Barker and the Government’s recognition that England has a serious under-supply of new housing. This “rigorous approach to revising PPG3” should consider how to increase the supply of housing and how to make supply more demand-responsive within the context of largely market-based delivery.

4.1.2 Incentivising LPAs to Meet Their Housing Obligations

Issue

Many LPAs have failed to provide sufficient land to meet housing need. Rather than relying on ODPM intervention, we believe built-in incentives are needed to encourage LPAs to meet their housing obligations.

Policy Recommendation

Government funding should be directly linked to housing supply performance, whether funding for infrastructure or planning delivery grant money.

4.1.3 Reassess the Market Realism of Current Growth and Restraint Strategies in the Light of Barker

Issue

We believe the consequences for the housing market (house prices, affordability, the balance between supply and demand) of regional growth policies in the South East, and restraint policies in the North West and West Midlands, have not been adequately examined, particularly in the context of the Barker Review findings and recommendations.

Regional strategies in the South East, West Midlands and North West assume housing demand can be largely met in a limited number of growth or regeneration areas. Such strategies restrict market flexibility and supply responsiveness and run a serious risk that regional housing targets will not be met. The Barker Review did not rule out intervention in the housing market, but it argued intervention had to be adequately justified and the consequences properly assessed.

The four southern growth areas, determined before Barker, may make sense from an infrastructure efficiency perspective, and from a brownfield land recycling perspective in the Thames Gateway. However the strategy has the disadvantages that it does not address demand beyond the growth areas and it takes the pressure off LPAs outside these areas. (A similar growth strategy is one of several alternatives proposed for the forthcoming South West regional spatial strategy.) Housing demand arises in all markets, although the scale of demand varies from market to market. And, as Kate Barker argued in her interim report, there is limited substitution between housing markets. Therefore restricting all the additional growth over and above current RPG provision into four growth areas in the South East will have limited benefits for housing markets outside these areas – the south western quadrant of the greater south east, the South West, the Midlands. 

In addition, severe restrictions on residential development outside designated regeneration areas in the north and Midlands, many of which are defined as failing markets, will not allow house builders to meet the full housing needs of these regions, even if all the regeneration initiatives are successful. A limited number of regeneration areas will not provide adequate substitutes for all the other constrained markets across these regions. This approach may be justified in purely land-use terms, but it ignores market realities and we do not believe the consequences of policies in the North West and West Midlands have been adequately assessed. It is also notable that since the ODPM substantially cut regional housing requirements in the North West, the ODPM’s interim 2002-based household projections have shown substantially faster projected household growth than the 1996-based projections. This suggests the rationale for the cuts no longer applies.

A closely related issue is the need to assess realistically the likely future provision of infrastructure. Will funding be sufficient to support housing provision, particularly in the major growth and regeneration areas? If not, LPAs will not be able to meet their targets and house builders will not be able to deliver the required increase in house building, as demonstrated by the recent East of England Regional Assembly decision. There is a need to build significantly on the very welcome initial release of funds for the Community Infrastructure Fund announced in the recent Spending Review.

Policy Recommendation

The regional growth and restraint strategies of the South East, West Midlands and North West should be fully reassessed (a) for their likely overall regional impact on house prices and affordability and the regional balance between housing supply and demand; (b) in the light of the interim household projections, and (c) taking account of likely funding for infrastructure.

4.1.4 Assessing the Cumulative Burden and Costs of Regulation

Issue

The HBF recognises the Government’s role as regulator of the externalities caused by house building, e.g. on the local environment. However we believe there is inadequate analysis of the cumulative impact of regulation on housing delivery. This was highlighted recently when the Deputy Prime Minister strongly criticised the industry and RSLs for the cost of building homes, but he failed to recognise that a substantial proportion of the above-inflation increase in house building costs in recent years reflects the direct and indirect impact of Government policies.

Policy Recommendation

The HBF recommends that the ODPM, in association with the Cabinet Office Business Regulation Unit or some other appropriate organisation, should regularly (e.g. annually) review the cumulative impact (costs and benefits) of all policies and regulations on private house building, including building regulations, planning, S106 and affordable housing, highways, design, taxes and charges, demand for higher environmental standards by bodies such as EP and the Housing Corporation, the higher costs of MMC, etc., and make recommendations to Government on how the overall costs and impact of these could be reduced and streamlined.

4.1.5 Planning-gain Supplement (PGS)

At the Treasury’s request, HBF submitted a paper on the PGS to the Treasury and Inland Revenue in May and we understood we would be involved in further discussions. The PGS, planning obligations (S106) and funding of infrastructure are major issues for the industry and we are very keen to be involved in ongoing discussions to ensure successful policies are developed.

4.2 INCREASING SUPPLY AND MAKING SUPPLY MORE DEMAND RESPONSIVE

4.2.1 Urban Brownfield Presumption in Favour of Residential

Issue

The Government wishes to see a high proportion of residential development on urban brownfield land, an objective shared by many house builders. Yet house builders maintain it is just as difficult to obtain a brownfield permission as it is to obtain a greenfield permission.

According to ODPM statistics, some 29,000 hectares of brownfield land is potentially available in England for around 950,000 dwellings. In our submission to the Barker Review, one of our priority recommendations was for the planning system to be based on a presumption in favour of residential development for all urban brownfield land. Instead of house builders having to establish the principle of residential development for every urban brownfield site, a presumption would instead require LPAs to put forward strong reasons why residential development should not take place. This would create a more positive, proactive planning system with more certainty for developers. It would provide a stronger incentive for house builders to bring forward brownfield land for development and encourage LPAs to adopt a more positive attitude towards residential development.

Policy Recommendation

There should be a presumption in favour of residential development for all urban brownfield land. The very welcome proposed revisions to PPG3 on commercial and industrial land, which go some way towards meeting this recommendation, should be introduced without further delay.

4.2.2 Re-introduce Five-year Land Availability Studies

Issue

Five-year land availability studies worked well. Their re-introduction would have a number of important benefits: 

· They are prepared in consultation with stakeholders and so promote a spirit of cooperation between house builders and LPAs. By contrast, urban capacity studies, which are often prepared by consultants, require fall less developer involvement;

· They are realistic and robust because they must take account of practical constraints on development such as ownership, exceptional costs, lack of infrastructure, etc;

· They ensure LPAs maintain an implementable supply of residential land with planning permission, rather than the much more theoretical supply identified in urban capacity studies;

· They oblige LPAs to identify additional land if the five-year supply is judged inadequate to meet housing requirements, and thus would increase the pressure on LPAs to meet their local plan targets without the need for direct ODPM intervention;

· Current disputes about how much land is realistically available for development – e.g. in the North West – would be avoided, as would claims that larger house builders are land banking. If a company was holding a large stock of land with permission, it would be immediately obvious;

· Regional planning bodies could monitor regional land availability from these studies as part of their overall monitoring function, thus improving the evidence base;

· The studies would stop LPAs using the sequential approach as a device to block land release by claiming, without adequate justification, that there is sufficient brownfield land forthcoming to avoid releasing new land. The five-year land availability study would make it quite clear whether sufficient land was or was not realistically available;

· At a very practical level, there is a strong incentive for house building companies to be involved in the preparation of five-year land availability studies, and so allocate staff time and resources.

Policy Recommendation

The ODPM should require all LPAs to maintain an annually updated Five-year Land Availability Study, produced in partnership with private developers and other key stakeholders.

4.2.3 Allocated Land Presumption

Issue

When land is allocated for residential development in a local plan, the principle of development is established through a public enquiry. Yet an application for residential development of such a site can be refused. This is illogical.

Policy Recommendation

When brownfield or greenfield land has been allocated for housing in a local plan, there should be a presumption in favour of residential development, as if there had been an outline consent. 

4.2.4 Remove Prematurity as Grounds for Refusal

Issue

At present, LPAs can refuse a planning application on the grounds that there is no adopted local plan (known as ‘prematurity’). This provides a perverse incentive to LPAs wishing to obstruct development not to have an up-to-date plan.

Policy Recommendation

LPAs should not be permitted to refuse permission because there is no adopted local plan. This should apply to the new system of local plans, and also to local housing assessments which some LPAs may try to use in the same way. The lack of an up-to-date plan should be a material consideration against an LPA, and not a major tool for resisting development.

4.2.5 Delivering Sufficient Housing to Meet Demand through Regional & Local Plans

Issue

The planning system failed to deliver sufficient housing numbers in the 1990s and made housing supply very unresponsive to housing demand, as Kate Barker highlighted. The ODPM’s predecessors did not intervene to ensure plans were kept up to date, nor that housing targets were adequate and achieved. It is therefore essential that the ODPM ensures the new system of regional and local plans works efficiently and produces a significant and sustained increase in house building and allows housing and land supply to be more responsive to housing demand.

Policy Recommendations

The ODPM’s attitude to overall regional housing numbers will be very important. Its response to the recent Eastern regional assembly decision to reject the additional 18,000 homes required by the ODPM will clearly be viewed by the industry as a litmus test of its resolve. Given past experience, house builders are understandably cautious about the likely success of the new planning system in delivering a large, sustained increase in residential planning permissions.

One of the most difficult unresolved issues in the new planning system is how regional planning bodies will allocate housing numbers across districts. This will be a critical ingredient in the success of the new planning system. 

LDFs must be of a high quality, covering a sufficiently long time period, prepared according to agreed timetables and reviewed regularly to an agreed timetable. The ODPM must take action against LPAs which fail to meet their planning responsibilities. Introduction of the new planning system should not provide an excuse for LPAs to delay plan preparation or hold up necessary development.

Plan monitor and manage should involve not just plan and monitor, but effective and realistic management, as recommended by the Barker Review (e.g. the use of affordability targets to trigger additional land release, the identification of buffer land).

It is essential that LPAs are obliged to meet their housing targets, a major failing of the previous system. Close ODPM monitoring of LPA performance will be important.

Barker recommended that LPAs should identify buffer sites which could be brought on stream if affordability indicators signalled that supply was not matching demand. These buffer sites should be identified in the normal plan preparation process so that there is no additional delay if their release is required. As well as affordability indicator triggers, ODPM should in due course issue guidance on the processes and timescales for releasing buffer land. The Hampshire situation suggests that mere identification of buffer land is not sufficient to ensure it is released for housing when required. The identification of additional buffer land, alongside land availability studies (recommended above), would help LPAs to adopt more realistic timescales for site development, which in turn would help them adopt a better informed sequential approach to a wider range of sites, rather than just identifying the minimum necessary to meet their plan target.

One way to achieve an early increase in housing completions in some areas would be to release reserve or buffer sites already identified in local plans.

4.3 IMPROVING PLANNING EFFICIENCY

4.3.1 Delegation of Detailed Consent to Planning Officers

Issue

Under the current system, the principle of residential development for individual sites is repeatedly reassessed: at structure plan, local plan, outline planning, detailed planning. Democratic control over the planning system is essential, but repeated questioning of the principle of development for individual sites creates a very slow, inefficient and unresponsive system.

Policy Recommendation

One of HBF’s priority recommendations to Barker was that once the principle of residential development has been established at outline permission, with a reasonable level of detail agreed, discussions and decisions about detailed matters should be delegated to a planning officer. This would preserve democratic control over planning, where most local concern is about the scale and type of development, but would overcome the long delays involved in effectively taking schemes twice through the system. This suggestion was proposed in Barker Recommendation 11.

4.3.2 Speed Up Planning Processing

Issue

Processing of individual planning applications is still extremely slow. 

Policy Recommendation

ODPM should consider designating certain situations where fast-track planning processing would be possible. E.g. specially designated development areas; urban brownfield sites (see above); sites already allocated in local plans (see above); allowing developers to pay a premium for fast-track processing; allowing fast-track processing if an LPA has not identified sufficient land to meet its local plan requirement (e.g. through its five-year land availability study if these were re-introduced).

4.3.3 Speed Up Appeals Processing

Issue

There has been a serious deterioration in the time taken to process appeals, largely because of an avoidable rise in the number of appeals. The appeal system puts pressure on LPAs to speed up decision making. It also  discourages them from refusing applications on purely political grounds.

Policy Recommendations

The six month appeal time should be restored. HBF opposed cutting the time in which appeals could be lodged from six to three months. Predictably, because three months is often not long enough to assemble the evidence and decide whether an appeal is appropriate, companies are believed to be lodging appeals to keep their options open. This, along with the higher refusal rate as a result of the 13-week decision target, has increased appeal volumes and processing times very significantly. 

Planning inspectors should be urged to be more critical of LPAs which refuse permission on inadequate planning grounds so as to discourage purely politically motivated refusals. Too often local councillors refuse permission against officer recommendation and without adequate planning grounds for the refusal, yet there are few if any effective sanctions against such unreasonable decisions, even when they are overturned at appeal. The appeals system is the only sanction or redress the industry has against unreasonable decisions. The industry would support a system of “loser pays” for appeals in the same way as the high court operates. This would discourage frivolous appeals as well as frivolous decisions.

An additional target for the planning delivery grant should be the proportion of refusals overturned at appeal, or refusals against officer recommendation overturned at appeal.

As in our submission to the Barker Review, we recommend a system of graded inspectors’ decisions, for example: granted; granted subject to some modifications; the principle of development accepted, but approval subject to major changes to the proposed scheme.

We recommend that submission of information for a written appeal or an appeal hearing should not be required until, say, eight weeks before the date of the appeal, bringing it more into line with formal hearing procedures. At present, the developer and LPA must provide all information within six weeks of the letter confirming receipt of the appeal. This can be as much as a year before the appeal hearing itself. The current procedure adds significantly to the workload of LPAs and developers.

4.3.4 Stopping the Policy Clock for Applications and Appeals

Issue

Because of the long periods taken to process applications or hear appeals, the policy rules can change while a proposal is being processed. 

Policy Recommendation

We recommend that the policy clock should be stopped when an application is registered or an appeal lodged.

4.3.5 Stop Supplementary Planning Guidance (SPG) Abuse

Issue

LPAs have increasingly used SPGs to get around having to put new policies through the rigorous testing requirements of policies adopted in local plans. This makes a mockery of the plan-led system by undermining the importance of local plans – why maintain an up-to-date adopted plan when it can be circumvented and controversial policies introduced without testing? 

Policy Recommendation

ODPM should severely restrict the permitted use of SPDs. This would assist developers, but it would also incentivise LPAs to produce their new LDFs according to timetable. Further guidance on the role of SPDs within the new planning system should be issued.

4.3.6 Local Planning Resources

The industry fully supports the Government’s efforts to increase LPA funding for planning, to reward delivery of housing targets, and to increase the competence of councillors serving on planning committees. A well motivated, well resourced, professional planning system, with an adequate supply of qualified planners, is of critical importance to the success of other reforms. The same requirements should apply to other bodies with a major influence over housing supply, such as regeneration bodies, regional planning bodies, RDAs, etc.

5. PROSPECTS FOR INCREASING PRIVATE HOUSE BUILDING

It is very difficult to predict with any accuracy the industry’s ability to raise output and the likely impact of the above recommendations on house building. Future levels of private house building will depend on market conditions, the speed with which additional land and planning permissions come forward, planning system efficiency improvements and the industry’s own efforts to increase capacity and efficiency.

The industry raised private housing completions 13% between 2001 and 2003, before any of the Barker recommendations or the Government’s planning reforms took effect. Although this was achieved solely through higher densities, rather than any increase in land supply, it nonetheless demonstrates that the industry can raise output.

As noted in the Appendix, the industry achieved over 8% per year compound growth from 1981-88 until the housing market recession. Apart from short-term market conditions, there is no obvious reason why the industry could not achieve the same rate of growth today, given sufficient planning permissions and time to increase capacity. 

The major home builders have publicly stated that they could achieve 10% per year compound growth for five years, given the right market conditions, a rate of growth that could perhaps be increased even further once some momentum had built up.

6. Update of HBF progress WITH industry recommendations

As already discussed, the most important requirements for the house building and supply industries to increase their capacity are:

· That companies are convinced there will be a substantial and sustained increase in house building, which in turn means a substantial and sustained increase in the supply of land with residential planning permission in all markets;

· And that the policy and regulatory environment allows house builders to respond to market demand – location, mix, price – and provides a period of policy stability after several years of unprecedented change.

If the land and planning permissions are available, if house builders are not hamstrung by policy and regulation, and given sufficient time to increase capacity, the industry will invest further in skills, MMC and design; shareholders and banks will invest in house building companies; and land owners will be willing to sell for residential development.

HBF progress with the industry-specific Barker recommendations was outlined in detail in a previous paper for the joint Treasury/ODPM Barker Steering Committee. The following comments update progress since the last meeting.

Recommendations 32: Customer Satisfaction

The support of a large proportion of the industry, especially the larger companies, is an absolutely essential condition for the success of this recommendation. Extensive consultation with members reveals a high level of commitment to raising customer satisfaction levels. However it has proved more difficult to find a workable strategy than first envisaged.

House builders are already doing a great deal to raise customer satisfaction levels, most of which was introduced before Barker reported. Many undertake their own surveys, either in-house or using outside consultants, and NHBC recently introduced an industry-wide customer satisfaction survey. In addition, many companies have some form of customer charter. The CML initiative, aimed at improving completion standards, will have helped raise standards.

If we were starting from a blank sheet, it would be relatively easy to introduce a strategy which could be applied immediately to all companies. However because there is such diverse practice across the industry, and because there are already a number of customer satisfaction surveys operated by different organisations, asking different questions at different periods after legal completion, any industry-wide strategy HBF introduces will have to compliment and fit in with, rather than conflict with current practice.

After consultation with HBF members and key outside bodies, especially NHBC, HBF has adopted the following as the most practical strategy:

· The Top 70 HBF members are being surveyed to assess current practice with regard to customer charters and satisfaction surveys;

· A Customer Charter will shortly go out for member consultation, based on the existing NHBC voluntary charter and the requirements of the OFT Code of Conduct. It is anticipated the agreed charter will be published in early 2005;

· Discussions are being held with NHBC, the Housing Forum and companies involved in customer surveys to establish the most appropriate form of industry-wide Customer Satisfaction Survey to achieve the Barker recommendation’s objectives;

· HBF has commissioned legal advice to help assess what changes might be required to member contracts to meet the Unfair Terms in Consumer Contracts Regulations 1999.

Industry support for this approach has been gained in a series of high-level meetings with HBF members, several of which have been attended by senior representatives of NHBC. The proposed strategy will go to the HBF Barker Review Steering Committee on 22nd November and the HBF Board on 3rd December.

Once the current strategy is fully implemented and has achieved widespread support, the intention is to raise standards steadily. Eventually, it is hoped HBF and/or NHBC will be able to make adoption of the Customer Charter a condition of membership/registration. The agreed strategy is also consistent with the requirements of an OFT Code of Conduct, so that this could be introduced at a later stage.

Recommendation 33: Barriers to MMC
House builders will adopt so-called “modern methods of construction” if it is in their commercial interest. Suppliers will invest to expand capacity if they believe there is going to be sufficient demand to bring the critical mass and economies of scale necessary for profitability.

As explained in our previous paper, HBF has established an extensive programme with a wide range of stakeholders in response to this recommendation. To meet the Government’s timetable requirements, but without pre-empting the work of the various MMC specialist working groups, the Barker MMC Steering Committee is preparing an interim report describing some of the key barriers to adoption of MMC already identified and some preliminary thoughts on solutions. Further details of the six working group programmes will be produced before the end of the year. The final Steering Committee report deadline has been brought forward to Summer 2005.

Recommendation 34: Skills and Training

In order to inform discussion on the content of a skills strategy, HBF has agreed with CITB a special survey of skills requirements, with particular emphasis on forward-looking issues taking account of the needs arising both from an increase in output and changes to the housing product – including those arising from other Barker recommendations. This survey is already under way and we hope to have some preliminary results by the end of 2004. 

In the meantime, the Major Home Builders Group (MHBG), made up of the top 12 companies, and CITB have agreed to explore new ways of increasing the flow of apprentice level recruits to the industry. The MHBG has also agreed to join the Qualifying the Workforce Initiative with the aim of having a fully CSCS carded workforce by the end of 2007, and to develop with CITB a new flexible qualifications structure for site management. These commitments are due to be announced publicly in the near future and will form part of the initial Sector Skills Agreement for Construction. The results of the new skills survey will in due course inform the evolution of the SSA. Full public funding for the agreed action programme will, however, be of key importance in delivering the strategy.

Recommendation 35: Design

Following discussions with CABE and ODPM, it has been agreed that further
work is required to clarify the relationships between relevant "codes",
standards and other design initiatives being undertaken by the ODPM, CABE,
EP and HBF before considering the form and content of any new code of best
practice in response to Barker. A meeting between CABE, ODPM and HBF is  due to be held during November to try to advance strategic decisions on how best to proceed. For its part HBF believes it will be important for the success
of future activity in this field that there is appropriate industry ownership of the outcome.

Recommendation 36: Voluntary Compensation Scheme

The Customer Charter (Recommendation 32) will cover some of the issues as they relate to residents on new housing developments.

7. CONCLUSION

The house building industry shares the Government’s and Kate Barker’s objectives: a significant and sustained long-term increase in house building, build mixed and balanced sustainable communities, more demand-responsive land and housing supply, a more efficient planning system and an expansion of the capacities of the house building and supply industries. Through HBF, the industry will continue to work with the Government to overcome the barriers to achieving these objectives.

John Stewart

12 November 2004

APPENDIX

A Brief History of Planning and Private House Building

During the 1980s, in response to favourable economic and demographic conditions, the house building industry raised GB private housing completions from 115,000 in 1981 to 200,000 in 1988, a 74% increase, or average growth of 8.2% per year. (Private completions in England rose from 99,000 to 176,000 over this same period.) The housing market slump cut GB completions to 141,000 in 1992 and 1993. The extraordinary feature of the 1990s was that after a modest rise to 148,000 in 1994, private completions then remained almost flat up until 2002, despite a decade of unbroken economic growth, rising living standards and rising population and household numbers.

The low elasticity of supply is especially notable in the South East (GOR). In 1992/93, the trough of the recession, there were 19,461 private housing completions. After a decade of buoyant economic and employment growth and considerable population pressures, completions totalled 19,949 in 2002/03. During the intervening ten years, completions varied between a low of 18,926 (2001/02) and a high of 22,024 (1994/95).

Although the house building industry’s output fell sharply in the slump of 1989-92, it is notable that the same group of companies dominated the industry in 1994 as in 1988. No major house builders went bankrupt, and there were no significant take-overs. It was the same industry, with the same skills and methods, only downsized.

Therefore it is reasonable to ask why the same industry that had managed more than 8% compound growth during the 1980s failed to raise output during the 1990s. Was it a failure within the industry – i.e. some new, internal reason which had not existed in the 1980s, which stopped it from expanding capacity – or was there some new external constraint?

A related question is why econometric studies have found that the supply elasticity worsened in the second half of the 1990s. Did some aspect of the industry change around 1996, or did external circumstances change?

The answer lies not in the industry’s own structure and capabilities, but in the planning system and its influence on land supply.

The plan-led system was introduced in 1991, with a requirement that all local authorities would have a development plan in place by 1995. Under the plan-led system, future housing requirements are estimated in the local plan preparation process, and the land required to meet these requirements is then identified in the plan. Once a plan is adopted, any flexibility is reliant on carrying out a complete plan review. 

In the search for certainty, a system was devised with some major, if unintended disadvantages: it was rigid and unresponsive, a situation that was made worse because many local authorities either did not produce a plan at all, or they failed to review their plan periodically. In addition, many authorities in the more buoyant market areas under-provided land for new housing. 

In retrospect, it is inevitable that the system under-provided housing. No authority can over-provide land because house builders will not build more than they can sell. Therefore authorities will fall into one of only two categories: those in which land supply is sufficient to meet housing demand (some may try to provide more than enough land, but some of it will not be developed), and those where land is insufficient. The net result is inevitably an overall under-provision in England as a whole. In effect, the plan-led system puts a ceiling on housing numbers at the national level, and this ceiling will be lower than potential national housing demand.

Given the long lead-in time required to prepare development plans, and the continuing weak state of the housing market until after the mild recession of 1995, the plan-led system did not begin to have a significant impact on house building numbers until the second half of the 1990s. But as the housing market finally began to lift off in 1996, house builders suddenly began complaining about planning delays. (In response to member concerns, a question on planning delays was first introduced into the HBF Monthly Survey in June 1996.) As companies tried to respond to rising housing demand, they were in effect trying to breach the under-provision ceiling imposed by the plan-led system.

The industry has become more consolidated, but this cannot explain the low responsiveness of supply. The major period of consolidation did not begin until 2001. By then, however, the low responsiveness of supply had already been evident for several years. Indeed, it could be argued consolidation was at least partly triggered by the plan-led system, and the revised PPG3 in March 2000, because organic expansion became increasingly difficult.

In the last two years, supply has responded modestly to demand. Private completions in England rose 6% in 2002/03 and another 7% in 2003/04. But this was entirely down to higher densities, not more land.

A density-driven rise in output is in line with Government policy, and higher densities are a valid mechanism for achieving growth if higher-density housing meets market demand. However the scale of house building increase envisaged by the Barker Review cannot be met entirely through higher densities. There must be an increase in the quantity of residential land coming through the planning system. Also, there is some doubt within the industry over the sustainability of the current level of new flat building, let alone the much higher numbers implied by PPG3 densities in combination with the large increase in house building suggested by the Barker Review. The dramatic shift to flats since 2000 was assisted by boom conditions in the housing market and by the boom in buy-to-let demand, both of which are likely to provide temporary. Also, forthcoming research for HBF will show that the projected growth in one-person households does mean the industry faces escalating demand for smaller dwellings. This will further support the industry’s concerns about an over-supply of flats in some markets.
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