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NEW HOUSEHOLD PROJECTIONS, 14 MARCH 2006

On Tuesday 14th March (9.30am) the ODPM will published the new 2003-based household projections for England, the first official projections since the 1996-based published in 1999. There was an interim 2002-based set, but these were not given any great weight by planning authorities. 

The new projections are likely to generate considerable publicity. The CPRE has already published a three page pre-emptive attack.

PAST PROJECTIONS

The table shows evidence from past projections. Figures from the new 2003-based projections can be dropped in tomorrow.

The 1996-based projections put growth at 150,000 household per year for the 25 years 1996-2021, with numbers rising from 20.2 million to 24.0 million, an extra 3.8 million (19%) households.

The 2002-based interim projections raised growth to 188,600 per year for the 20 years 2001-2021. Although the interim projections took account of 2001 Census population totals (which required a large downward revision in the population in 2001 compared with pre-Census population estimates), they continued to apply the same household formation rates as the 1996-based projections. In other words, they took no account of household formation evidence from the second half of the 1990s. The ODPM was also at pains to emphasise that the interim projections were “unconstrained” by supply.

NEW 2003-BASED PROJECTIONS

The new 2003-based projections will include updated marital status projections and patterns of household formation using data from the 2001 Census, as well as the official 2003-based population projections.

It seems likely the new projections will put household growth at least as high as 190,000 per year (the 2002-based interim projections), and possibly higher. It may be significant that the Government has chosen a target of 200,000 per year as the target for net housing stock additions per year by 2016.

It the new projected annual growth rate was 200,000 per year for the 23 years 2003-2026, then total growth over this 23-year period would be 4.6 million households – even higher than the infamous “4.4 million” 25-year projected growth (1991-2016) of the 1992-based projections. This figure caused an enormous political storm which raged for years.

The interim projections showed accelerated growth (compared with the 1996-based projections) in every region except the NE, with a massive increase in London (from 25,800 per year in the 1996-based to 46,400 per year in the 2002-based).

The Appendix to this note shows recent ministerial quotes which are probably a good indicator of the line the ODPM will take on Tuesday.

The CPRE, as always, has attacked the projections themselves, saying they are unreliable, that housing supply drives demand, and that projections are no basis for forward planning. They effectively say environmental factors should determine housing provision, not household growth, and talk about the threat of “the cycle of urban decline and countryside sprawl, with potentially grave social and environmental consequences”. They attack a return to “Predict and Provide”, and say the Government’s approach should remain “Plan, Monitor and Manage”.

Possible HBF reactions are:

The CPRE presents a false alternative – either building meeting household growth (i.e. demand), or taking account of environmental constraints. As recent ODPM research showed, apart from land use, the environmental impact of growth comes from people, not housing. It is people who use water, drive cars, etc, whether or not houses are built to accommodate them.

The key questions are: Are the household projections reasonably accurate? If we don’t build houses will household growth be lower? What is the land-use impact of new housing?

To have any form of planning for housing, including Plan, Monitor and Manage, government needs to take a view about the future. So what should be the basis of this view? Household projections are not perfect, but they provide a better approach than simply saying that environmental concerns should dictate how many homes we can build. We allowed environmentalists and anti-development pressures to dominate in the 1990s, and ended up with serious housing undersupply and a housing affordability crisis. Also, it is worth noting that past household projections have usually underestimated household growth, requiring upward revision in subsequent projections.

Household growth in aggregate is not heavily influenced by housing supply, based on Alan Holmans’ (quoted by CPRE) examination of very long-term trends. So building fewer homes than implied by the household projections will not result in significantly fewer households, just overcrowding, homelessness, families unable to move up to large enough homes, escalating house prices and declining affordability – as in the 1990s and early 2000s.

It is wrong to put environmental/capacity constraints ahead of meeting housing need and demand, regardless of social and economic (which the CPRE does not even mention) requirements. The planning system, as Kate Barker argued, should be about achieving the right balance between social, economic and environmental requirements. 

Meeting housing demand will not result in loss of large tracts of the countryside. New housing adds only a tiny amount to urban England, even over the long term – see Policy Exchange reports and Kate Barker.

Britain is already one of the most heavily urbanised countries in the world – i.e. 89% of the population lives in urban areas, the sixth highest (excluding a number of city states) in the world.

There are already clear signs of the pressures created by long-term under-supply and high levels of urbanisation – among the smallest average dwelling size in the developed world, and getting smaller. The CPRE “solution” is to intensify urbanization even more. Building too few homes, and limiting these to high-density urban locations, will only worsen these dwelling space pressures. And we know from Dave King’s research (Room to Move?) that we should in fact be building more larger dwellings.

One possible line of attack against the projections might be that population growth is driven by immigration, so that we are concreting over the countryside to meet the needs of outsiders. Yvette Cooper and David Miliband have pre-empted this by stating that people living longer, later marriage and divorce are the key drivers of household growth. (Of course this does not negate the importance of net inward migration as a major driver of population growth.)

The CPRE often refers to the circular argument – that the supply of housing drives demand, which would imply that by restricting supply you restrict demand. At the local level, there can be no doubt that the location of housing has some influence on where people live – provide a lot of housing in one area, and very little in another adjoining area, will influence where people live. But the circular argument does not apply at the national level. Building too few houses does not limited the number of households, beyond some impact on the age at which young people leave home for form new households. Rather it leads to adverse economic and social consequences (the reason for the Barker Review).

John Stewart
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APPENDIX

HOUSEHOLD GROWTH

EXTRACTS FROM SPEECHES BY MILIBAND AND COOPER

(underlining added for key points)
There are 30 per cent more households than thirty years ago. A quarter of this growth is due to people living longer, creating four generation families rather than two to three. Around 45% of new households are being created through people marrying later and divorcing more often. 

But, over the past thirty years, as the number of households has risen by 30 per cent, there has been a 55 per cent fall in new housebuilding. In the four Southern regions in the last five years, 350,000 houses have been built but 500,000 households have formed. (David Miliband, 16 September 2005)

Over the next twenty years household growth will continue.  Our ageing growing population creates challenges not only for our pensions system but for the future of British housing too.  Just as many families now need to ensure they have financial support for four generations rather than three, they need homes for four generations rather than three as well.  By 2012 the numbers of single households will have increased from 3.4 million in 1971 to 8.5 million. (Yvette Cooper, 1 December 2005)

I think that analysis simply doesn't stand up to scrutiny. The fact is that in the wider South East, 700,000 new households were expected to be formed over the last five years. Yet only 500,000 new homes were built. 

The population is growing, the economy is growing, the demand for new workers is growing, and household formation is changing with an ageing society and family break up. The demand for housing is increasing.

(Yvette Cooper, 13 July 2005)
