LOCAL DECISIONS: A FAIRER FUTURE FOR SOCIAL HOUSING. Response to
DCLG consultation by A Social Democratic Future, January 2011.

1 Introduction and summary

A Social Democratic Future has been set up to provide a forum for those, regardless
of party affiliation or of none, who wish to contribute to a new politics marked by
social democratic values shaping strategic policy development, not tactical
interventions geared to the short-term control of news agenda.

It aims to progress a social democratic political methodology that requires future
public policy choices and development to be assessed against the primary
benchmark of their relative impact on the lifetime opportunities available to low and
middle-income households, particularly the poor and disadvantaged, but without
sacrificing economic efficiency and sustainable growth.

A current focus of A Social Democratic Future is the development of income
maintenance and housing policy. This consultation is therefore of particular interest
and relevance to it.

Since the seventies the UK housing system, particularly in England, has contributed
to systemic economic and social failure across three crucial areas, all of which are
quite inimical to the achievement of a pattern of economically efficient, balanced,
and sustainable growth that can underpin social cohesion and fairness.

First, to the loss of economic efficiency that has resulted from the operation of boom-
bust in the speculative housing market. Second, rising house prices have increased
class and generational inequality, and skewed housing opportunities away from less
established and low- and moderate income households. And, third, social housing
has become increasingly a residualised and stigmatized sector occupied by the
economically inactive: membership of the tenure itself has become an indicator of
social exclusion and disadvantage within an increasingly fractured society that lacks
cohesion.

A sustainable future housing policy framework needs to expand access to affordable
housing, to blur tenure divisions, to stabilise house prices intra-cycle by flattening
both peak and trough, and to shift resources towards housing production rather than
consumption. And, even more crucially, housing reform must contribute to a similar
shift of resources from consumption to production across the wider economy
generally. The design and implementation of housing policies that are designed and
implemented in support of such a framework therefore must mesh, and be
appropriately sequenced, with the wider macro-economic and income maintenance
strategies and policies that also need to be pursued in order to secure the ends of
sustainable and balanced growth, reduced inequality and poverty, and the
maximisation of opportunities to secure a sustainable income from work, net of tax
and housing costs. Taken together, these housing, macro-economic, and income
maintenance first order ends are defined in this response (and in other A Social
Democratic Future documents) as wider housing objectives.

As was noted above, the hard experience of the past three decades did demonstrate
that these objectives are inter-linked, if not inseparable. Their future sustainable
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attainment thus requires cross-party political support, notwithstanding the periodic
changes in electoral complexion that are inevitable in a healthy polity. Up to a point,
wider housing objectives, to varying degrees and in different ways, are already
supported, albeit sometimes ostensibly, across the present formal UK political
spectrum. Indeed it does not really matter the precise party political label, or
multiple labels, that may be attached to policy reform(s) as long as two conditions
are both met: first, that such reforms are consistent with and can contribute to the
achievement of wider housing objectives; and, second, that they can attract the
support of policy makers and politicians in such a way that overlaps formal political
allegiances with a critical mass sufficiently strong to ensure policy continuity is
maintained both within and across the electoral cycle. That overlapping consensus
might sometimes need to be covert, but often not.

Party-based competition and polemics can provide the foam to lubricate public
political argument, but the underlying swell of policy direction needs to be consistent
with the attainment of wider housing objectives, that is if economic and social
progress is to be sustained®.

In that light, the Coalition government has demonstrated hitherto a refreshing
willingness to initiate and design bold strategic reforms involving the review of first
order principles with reference to ends that can be shared across formal political
divides, and which are not necessarily inconsistent or counter to the attainment of
wider housing objectives, in preference to indulging in either cosmetic tinkering or
ideological grandstanding. Most notably, its stated intention to introduce a universal
credit attached with a unified withdrawal taper so designed to make work better pay
for those currently economically inactive or currently in low paid employment, and to
eliminate confusing and wasteful separate multiple benefit taper withdrawal rates, is
to be applauded. Educational Pupil Premiums provide another social policy example.
Both have been, or are likely to be, embraced in some key part at least by the
Opposition.

But, as always, the achievement of actual desired policy outcomes relies upon their
effective implementation, which is subject to a range of pre-requisites linked to the
avoidance of government failure. They first require sufficient resourcing. In that
context, the prevailing public expenditure environment that the October 2010
Comprehensive Spending Review (CSR) set out and confirmed, risks undermining
the declared policy intentions of the Coalition, right across a number of key social
policy areas.

A Social Democratic Future fully appreciates the paramount importance of defining a
public and expenditure and tax framework that is demonstrably fit for purpose with
respect to the first order objective of reducing the budget deficit to a sustainable
level over the medium term.

Yet, as this response will later demonstrate, cutting the capital resources available
for the provision of affordable housing will almost certain prove counter-productive
both economically and socially over that same medium-term time frame, particularly
in connection with efforts to flatten both boom and bust across the wider economy
alongside the related cyclical peaks and trough in new housing supply construction
output. It is necessary to spend now in order to save later.

! See http://www.asocialdemocraticfuture.org/Making_housing_a_social democratic_opportunity.doc. ,
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The separation by the previous government of the public accounts into separate
capital and current budgets was long overdue. Its setting of related fiscal rules in
1998, most particularly the first ‘golden’ rule that required current spending to
balance with receipts over the economic cycle was also a sensible and important
reform. It should now be progressed, but now more effectively and transparently
through applying the lessons learnt from the rule’s application over the past decade,
most importantly the basic condition that sustainable current budgets must be
aligned with a sustainable taxation base. The steady undermining of the golden rule
in the middle of the last decade, as planned and actual current expenditures were
allowed to outstrip realisable taxation revenues, was at source an implementation
more than a design problem. The remit of the Office of Budgetary Responsibility
(OBR) could be expanded to address the political risk that the government will shy
away from ensuring that alignment, whether driven by electoral or other reasons, by
manipulation of forecasting or definitional data, such as the length of the economic
cycle.

The second fiscal rule that required public debt to be maintained at less than 40per
cent of GDP, however, proved to be too rigid to cope with the 2008 global financial
crisis. It assumed that boom-bust, and thus the need for large scale fiscal stimulus,
would be a thing of the past. Public Investment in productive infrastructure, backed
with robust and audited business cases, should be safeguarded from cuts; otherwise
future growth will be retarded. Investment in affordable housing falls into that
protective definition, where it is provided of the right type, location, and price
(productive affordable housing).

Certainly the failure of both public and private sectors to invest in new housing
supply to a level that is consistent with achievement of stable house prices is sure to
undermine the attainment of future sustainable and balanced growth. The overall
policy mix that is developed and adopted therefore needs to address that investment
requirement.

The provision of productive housing assets also generate an income over their
lifetime, whether rental, or capitalised into receipts, that in quantum exceed the costs
of the provision and management of such assets (assuming that management
services are appropriately and efficiently provided), even when the expenditure and
income streams linked to those assets are time discounted.

Innovative policy instruments that are complemented by customised private sector
designed financial derivatives can and should be developed to capture and reflect
that in a way that benefits the public purse. It follows that the focus of public
accounting attention should not be on the short term capital costs of providing
productive housing investment (assuming, of course, competitive and efficient
market-led construction provision), but rather on the lifetime income and expenditure
profiles of productive housing assets, and their actual claim on current resources
financed by taxation revenues.

The Housing Minister’s recent observation that it was desirable for housing prices to
fall in real terms over the medium-term in order to improve their affordability for first
time buyers, with house purchase again becoming primarily a chosen means to
secure desired accommodation of the right type and location, consistent with the
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needs of individual households, instead of it being driven by the prospect of realising
future capital gains, is to be warmly welcomed.

Certainly a pattern of future economic growth that remains dependent on spending
financed by housing and consumer debt to drive it, a pattern, in turn, reliant on by
rising housing prices, will inevitably result in a reversion back to the boom-bust
trajectories that were experienced during the Chancellorships of Lawson and Brown:
in other words, back to the future, with 2018, give or take a year or so, reverting
back to 2008 and 1988/89, with any differences in future outcome less marked than
the similarities with the last two boom-bust cycles.

That is because UK economic growth has become structurally dependent on rising
housing house prices and consumer debt, and this has spawned a double bind,
where on one hand, the economy relies on an unsustainably buoyant housing
market based on, in effect, asset speculation to provide growth, that if corrected,
risks recession and even slump, while on the other, its protection serves to further
embed the structural dependence of the economy on a continuing rising housing
market, with both hands of the bind undermining the achievement of wider housing
objectives.

Essentially, the unravelling of that double bind requires the structural relationship
between the housing system and the wider economy to be recast. That recasting
needs to include reforms to the mortgage market: a key driver of housing prices in
the short-term is the availability and price of housing credit, as mediated by the
market.

The entry of the wholesale funding markets into the mortgage market following the
enactment of the1986 Building Societies Act subsequently contributed to conditions
of excess credit and consequent monetary demand, and introduced new and under-
regulated risks and unforeseen consequences into the UK housing market, such as
ballooning housing equity withdrawal and buy-to-let lending levels. The Northern
Rock story provided a salutary example. These impacted in 2008, and materially and
demonstrably contributed to the longest and deepest recession experienced in the
UK since 1945. Parallel phenomena in the US, perhaps provided the precipitating
cause of the latest global crash, the ramifications of which continue to shake the
world economy.

Buy-to-let purchasers, who generally finance their purchase through an interest-
only mortgage, benefit from the existence of tax relief on their total repayments at
their highest marginal rate (so that many receive 40 per cent relief on their interest
payments), compared to first time buyers, who since the abolition of mortgage
interest subsidy (MIS), have received no such help. Buy-to-let purchasers also
have benefited from the relatively low interest rates that continue to be a key
feature of the post-1997 macro-economic environment. Most first time buyers also
finance their purchase by a repayment rather than an interest-only mortgage. Low
interest rates mean that they are required to pay back a higher portion of the
principal outstanding on their mortgage loan earlier on during their repayment
term; this is precisely when their budget constraint is most likely to be tightest.
Their expected short-term repayment liability is consequently higher relative to
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competitor buy-to-let buyers purchasing with an interest-only loan attached with no
need to repay principal, and benefiting from tax relief on the interest payments.
The effect has been for buy-to-let purchasers to ‘crowd or price out’ first time
buyers.

The fiscal relief available to buy-to-let investors on their interest payments is
currently estimated to be worth around £2.2bn annually in 2008%. A phased but
progressive removal of that relief should help to ease the affordability problem that
first time buyers face, and over the longer-term should help to flatten the real house
price trajectory. In addition, the consequent savings in fiscal resources could be
used to reinvest in affordable housing. The removal of the relief could be phased, in
the same way that the abolition of MIS was an incremental and progressive process
that was spread over more than a ten year period, from 1988 onwards. This could
allow it be withdrawn in tune with wider macro-economic and housing market
circumstances, with relief at the higher rate abolished first, say, in 2012.

Other ameliorative policy responses that could help to recast the relationship
between the housing system and wider economy in a way that is accordant with
wider housing objectives, including stable house prices and a shift of resources
towards production away from consumption, include the introduction of a capital
gains charge on property transfer. Problems linked to the political presentation and
the acceptability of such a charge could be relieved by ring fencing its proceeds to
the affordable housing programme. Likewise proceeds from inheritance tax levied
on the housing element of estates should be ring-fenced as a receipt to the
Affordable Housing budget.

Thus it is disappointing, and in the final analysis, self defeating for the Housing
Minister to also castigate the distracting, even ‘obsessional’ attention allegedly paid
by housing policy makers to the relative share of total new supply that is taken by
affordable and speculative housing, when, to paraphrase, ‘all that matters is total
new housing supply’: a statement that is patently not the case. As highlighted above,
house prices, in the short-to medium- term at least, are not primarily driven by total
new supply levels at any particular time, but to the wider economic environment and
the availability of mortgage finance and its relative price. That said, the
responsiveness of the supply system and its capacity to accommodate rising volume
demand related to underlying demographic trends and pressures is significant over
the medium-to-long term, as is the lagged response of supply to changing demand
due to the particular characteristics of housing as a durable good and the
institutional environment in which it is provided.

Due to the double bind outlined above, the Minister’s policy aim to secure stable
housing prices is clearly not matched to the appropriate means and policy
instruments that are being offered to secure it. Without strategic reform the future
provision of new housing in sufficient scale, location, and type, will wait upon and
rely upon a return to conditions that are amenable to resurgent boom and then bust,
rather than balanced and sustainable growth. Most commentators and stakeholders
consider that the proposed ‘New Homes Bonus’, involving the government matching

2 Guardian Money research based on CML figures assuming borrowing was by an interest-only loan, with a rate between 5.5% and 5.75%
and that landlords are higher rate taxpayers.



council tax receipts on new homes for six years, will be quite insufficient to induce a
significant supply response.

Indeed, while it would be nice if the level of investment in productive housing assets
that is compatible with sustainable and balanced growth could be met in a timely
manner by the private sector, sadly, such optimism is misplaced: doomed to
disappointment, not only by the particular market failures that mark speculative
housing provision, but also, again, by that same double bind that marks the
institutional relationship of the UK housing system, and the English one in particular,
to the wider economy.

In short, a reasonably steady-state annual level of new housing supply in England of
€200,000 dwellings will only be achieved if the affordable housing sector is greatly
expanded to become the predominant tenure: in the present unreformed housing
and economic system that level will only reached transiently as the cusp of a new
boom is reached.

More specifically, in the absence of such a level of affordable housing provision,
speculative housing supply can only be driven by resurgent buy-to-let demand. The
October 2010 CSR settlement will mean that combined social and affordable
housing annual completions, at very best, will not exceed 35,000 dwellings. It is
inconceivable, certainly, that private sector speculative provision will double from
present levels of activity to reach 165,000 per annum without the current restricted
availability of mortgage finance for first time buyers loosening, with that occurring in
parallel with a sustained improvement in overall employment and household income
levels: that is unless buy-to-let demand fills the void. Such improvements over the
three year CSR period, appear most unlikely given the that conjuncture of the
impact of public expenditure cuts biting in tandem with that of rising inflation driven
by rising food and energy costs.

The most likely scenario is that private sector annual starts in England will slowly
recover from their current post war low of ¢80,000 to over the next three years to
reach ¢100,000, resulting in a total supply level of c130,000. If there is any sustained
or significant second house price dip event that figure could prove optimistic. Any
increase in housing monetary demand linked to a future economic up-turn occurring
within an unreformed mortgage market will then meet a structural supply gap, and so
risk putting house prices on a renewed boom-bust trajectory.

Policy objectives that are competing and confused also tend to invariably either
subvert or nullify the achievement of their stated intentions, while often inducing
adverse unforeseen consequences. The somewhat hybrid complexion of Coalition
policy development, which while consistent to a degree with the sustainable strategic
overlapping consensus that was earlier highlighted as a requisite of the achievement
of wider housing objectives, appears muddled, contradictory even.

For instance, the combined impact of the tax and benefit changes that were
announced in the June 2010 emergency budget were regressive in distributional
outcome terms, as was reported and evidenced by the Institute of Fiscal Studies
(IFS). It is difficult to discern how redistributing resources away from the lower
income deciles will help to make work pay better for those who are currently
economically inactive or engaged in low paid work in the formal economy. That is
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unless the intention is to compel people possessing low labour market pricing power
to accept and keep ‘Macjobs’, rather than to reward them for making informed
choices to either enter or progress within the formal labour market in a way
consistent with their own aspirations in a way that conforms to wider societal
cohesive notions of fairness and equity.

The specific subject and topic coverage of this consultation also, regretfully, contains
at its heart, some potential and significant examples of muddled and confused
objectives. First, notwithstanding that the proposed introduction of time-limited social
housing or flexible’ tenancies will be limited to new tenancies, and made subject to
exercisable local discretion where the proposed two year minimum fixed term could
extend to ten or twenty years or longer, it will make little sense to make the
continuation of such tenancies conditional, in effect, on household income and
employment circumstances not changing for the better.

By definition almost, new entrants to social housing ‘qualify’ on grounds of need and
disadvantage, which generally is linked or associated with to non-participation in the
labour market and/or personal characteristics. Any new delineation of status or entry
route between ‘social’ and ‘affordable’ housing is more likely to compound rather
than dissipate that tendency.

Penalising a social tenant because of an improvement in their income circumstances
surely will simply provide a perverse incentive for them not to enter, or to secure
enhanced, employment. The essential problem is that such events occur only too
rarely at present and that the real challenge is to get to that situation. Moreover,
while encouraging economically active tenants to change tenure could free up lets
for those in acute need and with less advantaged circumstances, it will do little to
encourage more mixed and secure communities and risks perpetuating the
residualisation process®.

Indeed if the policy intention is to remedy the current empirical reality that most
social tenants and their household members are recorded as economically inactive,
a more logical response, but one not recommended, would be to make continuing
social housing status instead time-conditional on employment being secured.

The Department of Works and Pensions (DWP) — applying the methodology of
structured interviews with social housing tenant respondents — found that the
specific characteristics of the sector, such as sub-economic rents and security of
tenure, were perceived by tenants as providing ‘a position of stability and confidence
from which people could think about entering work’ and, as such, ‘did not act as a
tenure-specific barrier to employment™*. It also reported that the respondents within
the research sample tended to face multiple disadvantages that were often severe in
nature and sometimes hidden from view (for example, problems with drug or alcohol
or a criminal record that people kept hidden from service providers or an

® This has always been an issue in social or municipal housing where it is targeted to those most in objective
need: Margaret Wood, who led Chicago’s Housing Board from 1937 to 1953 pointed out that forcing out higher
income households from, and restricting their access to, municipal housing had the effect of screening out
potential community leaders and role models. She was eventually forced out herself from her position due to her
efforts to gradually racially integrate Chicago’s developments/estates.

* Social housing and worklessness: key policy messages, DWP Research Report 482, 2008.
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undiagnosed physical or mental health problem that was reported to be impacting on
functional well-being). That rather suggests that economic inactivity is linked to the
characteristics of tenants themselves, albeit, influenced by societal influences to a
greater or lesser extent. It may also partly explain why social housing tenants are
disproportionately prone to economic inactivity.

The fact that available jobs are likely to be low paid and/or do not compensate
sufficiently for other work-related costs, such as child care and travel, would appear
to provide a stronger reason for labour market inactivity. But that by itself does not
explain, however, the greater tendency of social sector tenants to be inactive
economically compared to private tenants, unless location and neighbourhood
effects, are significant, alongside the tendency noted above for social housing
tenants to suffer multiple rather than particular elements of disadvantage. The
processes are certainly far from clear, however.

Although more evidence on the relative importance of the different factors
contributing to economic inactivity of social housing tenants is undoubtedly needed
to underpin long-term sustainable and effective policy development, the urgency and
seriousness of action requires action sooner rather than later. And, a degree of
overlap exists between different policy proposals consistent with the achievement of
wider housing objectives, even where they are driven or underpinned by different
explanatory assumptions.

Providing positive incentives, such as equity shares, meshed with upward revisions
towards a market rent for those whose circumstances have improved, would
constitute a far more sensible response than the introduction of time limited
tenancies, as would the development of more tailored packages to support to
tenants whom are workless”.

The opportunity offered to converge conditions in the new affordable and existing
private rented sector by, say, increasing the minimum private shorthold tenancy
period to two years from the present six months, save for individuals letting their
primary residence properties, should be taken.

Likewise there needs to a public policy shift away from buying-to-let and to build-to-
let financed by private institutional investment. In that light, the government’s
lukewarm attitude to such a shift evidenced in its response to the April 2010 HM
Treasury consultation on the Private Rented Sector (PRS), disappointed.

Crucially in terms of the prospect of the initiative actually contributing to the
achievement of wider housing objectives, the purpose of the new Affordable Rent
programme or model, involving the letting of dwellings at rents up to 80per cent of
local market levels, and its place within broader housing and income maintenance
reform strategies, and its expected overall impact, currently lacks clarity®.

® http://www.asocialdemocraticfuture.org/The_Future_of the_social_rented_sector.doc. provides a more
detailed and comprehensive discussion of these issues.

® The consultation states that the new “flexible’ tenancy will be “in addition to, rather than replacing secure and
introductory tenancies’ while para 2.4 advises that ‘ Affordable Rent is intended to help those who would not
otherwise been able to afford adequate housing in the market. Combined with (the introduction of flexible
tenancies) this will provide an offer which is more diverse for the range of customers accessing social housing,
providing alternatives to traditional social rent’. That begs the question as to whether and to the extent that the
access routs to social and affordable housing will differ.
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That programme, beginning in April 2011, is reportedly expected to comprise 90,000
dwellings of the total 150,000 dwelling social and affordable programme that are
scheduled to be completed by 2015, although the consultation itself states that
Affordable Rent, ‘will be offered on a proportion of providers’ empty properties
initially and new stock in ‘due course’’ . The remaining 60,000 dwellings, already
approved within the development pipeline, will apparently be let on existing social
tenancy terms and rents. That total programme of 150,000 dwellings equates to an
annual completion average of 35,000 affordable and social dwellings.

The stated objective of the new Programme is to increase the income streams
available to finance additional affordable provision, so reducing unit grant
requirement®. But in the absence of co-ordinated reform to the income maintenance
system, the resulting hike in rents will sharpen and extend work disincentives and
increase the housing benefit bill. It thus will undermine the stated objective of time-
limited tenancies, certainly, if the target beneficiary group of the new affordable
programme remains predominately households statutorily defined as homeless and
in priority need. In other words, in future social housing will simply be let at closer to
market rents. The consultation does indicate that the government intends to offer
local housing authorities the option to discharge their statutory homelessness
obligations by an offer of private rented accommodation, but such offers will
invariably be let at a market rent.

Instructively, the antecedent of the new quasi 80 per cent market rent regime was,
the previous government’s rent-to-buy initiative, which actually was an intermediate
tenure product that was designed to widen access to affordable home ownership.
The new quasi-market ‘affordable’ programme’s future positioning relative to and
relationship with the existing social and intermediate ownership programmes and
tenures is thus hazy.

The total quantum and type of public subsidy needed to make programme dwellings
‘affordable’ varies according to the income and other circumstances of particular
beneficiary target groups, as well as how affordability is defined. The inherent
conflict between the level of rents, resource availability, and work incentives must be
thought and worked though The extent to which policy attention and resources
should be spread towards moderate income households generally on the margin of
full home ownership, or instead should be targeted to households most of need of
independent housing, who generally are unable to maintain any tenancy without
housing benefit support, or what mixture of both, is clearly both crucial and moot.

That reflects wider social policy issues and dilemmas as to whether public resources
and/or services should be targeted to the poorest, or spread more widely, or be
universally provided. It also is relevant to whether housing subsidy should be
predominately dwelling-or income-based, to the impact of subsidies on work
incentives, to avoiding stigmatising beneficiary groups, and to blurring rather than
polarising tenure divisions.

A future social rented sector further residualised by separation from any emerging
new ‘affordable’ rented and/or a publicly regulated Private Rented Sector (PRS) is
unlikely to be successful even on its terms. On the other hand, a more variegated
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affordable housing sector characterised by widened access and greater diversity in
an environment of increasingly constrained public resources risks depriving the most
vulnerable households of the housing services and opportunities that they need to
escape welfare dependency.

The landmark 2004 Barker Report on the housing supply system concluded that new
annual social housing completions should rise to 70,000 in order to accommodate
demographic-related increases in household numbers; the change in economic and
housing market conditions that has occurred post-2008 , all other things being equal,
can only be expected increase the need and demand for social housing, or to be
associated with worsening housing conditions for those who are unable to access
market housing.

Reforms involving multiple complex objectives invariably fail, if for no other reason
that governments possess neither the capacity, nor incentives sufficient in strength
to overcome or to offset short term electoral or other imperatives, to co-ordinate
effectively the implementation actions that such objectives require.

Given that, some pragmatists take the position that setting such multiple complex
objectives should be avoided, particularly where they need to be co-ordinated and
sequenced by agents who are motivated by different imperatives and interests;
instead policy focus and attention should be concentrated on one or two headline
core objectives: in the case of housing, say, on increasing total supply, and on
reducing worklessness in the social rented sector.

But sustained increased total supply compatible with balanced growth requires an
expanded affordable sector, while reducing worklessness in the social sector, in
turn, requires income maintenance reform that makes work pay. The housing
system as a whole and its interfaces with the wider economic and the income
maintenance system needs, therefore, to be considered in the round, referenced to,
and driven by, the attainment of wider housing objectives.

Grant Shapps is absolutely right when he says that housing purchased or rented
should move back as a means of obtaining somewhere to live in line with household
circumstance and preference, and away from being a speculative asset holding; one
that can offer paper wealth for the established owner but also negative equity for
those timing their purchase wrongly, and one that comes with an attached cost of
insecurity and a skewed work/family balance. As identified earlier, the policy mix
proposed in this consultation and related Coalition policy documents will not,
however, achieve that.

At the same time, set objectives must be realistic and achievable and capable of
implementation in the real institutional and political environment that will be place in
the short-to-medium term, most especially the constrained public expenditure
framework.

A Social Democratic Future recognises that an element of ‘dammed if you do, and
dammed if you don’t’ is discernible in its analysis insofar that in the absence of co-
coordinated and comprehensive reform consistent with wider housing objectives, the
Coalition’s purported key housing objectives will not be achieved, whilst concurrently
cautioning against the setting and pursuit of multiple complex objectives that
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realistically are difficult for government to co-ordinate and sequence effectively, even
when it possesses the concerted will to do so, and when considered in public
expenditure context.

Essentially the position of ASocialDemocraticFuture is that the two strategic
objectives should be as follows. First, new housing supply should be increased and
maintained at a sustainable level that is consistent with both greater stability in
house price and affordability levels as part of a wider strategic social democratic
strategy to flatten the credit, economic, housing and construction cycles. Within that
strategy it is not only necessary for planned non-market production to rise and
exceed 70,000 dwellings year in order to achieve a sustainable 200,000-220,000
long term dwelling supply target, but for those units to be also provided through
tenure forms and mechanisms that diversify and blur the class and tenure
composition of neighbourhoods. The achievement of that requires, in turn, the
provision of affordable housing to be mainstreamed across both public and private
sectors provision and business models, and to be become the primary tenure of the
future.

In that light, a paper Affordable Housing Partnership Planning that is accessible on
its website http://www.asocialdemocraticfuture.org/ describes a model of housing
supply partnership planning (HSPP) that is focused directly on wider housing
objectives: achieving a housing supply target at a sustainable national, regional,
and local level that is consistent with medium term demand requirements; securing
greater social sustainability in terms of terms of an improved tenure balance; and of
securing greater stability in house prices with attendant macro-economic benefits, as
private sector business plans refocus towards construction rather than speculation.

Under HSPP, the Town and Country planning framework would require (certainly in
areas of excess housing demand) at least 50 per cent of all dwellings provided in
developments over a defined size threshold to be affordable. The land for the
affordable housing portion of each such development would be provided in effect at
nil cost: the cost of the affordable units would be limited to construction cost plus
agreed constructor profit and overheads. That requirement in itself would tend to
deflate directly the land cost component of supplying new housing. By deflating land
prices directly HSPP could provide a means where institutional landlords could
assemble land for build for let on affordable terms and meet HSPP planning
requirements. Developer profit would in future derive from construction, not
landhoarding or speculation — activities that can also lead to large losses and even
bankruptcy.

Relatively low land values make now a good time for the Homes and Communities
Agency (HCA) to either assemble sites for redevelopment and regeneration itself or
support other public bodies to do so. Regeneration schemes stalled by the
infeasibility of the cross subsidy model can also be rejuvenated by the holding of
focused delivery competitions to build that combine high standard design
specifications with tight price and time requirements.

Second, the income maintenance system should be recast to make work pay after in
terms of providing an income net of taxation and benefit adjustments, appreciably
above that which is obtainable on benefit, after housing costs have been taken in
account: in effect: a minimum income guarantee for those in work.
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A key related drive must be to facilitate and assist existing and new tenants to
secure gainful employment. It would also be foolish to pretend that an element of
carrot and stick may not be required to increase economic participation rates within
the sector: limiting housing benefit eligibility according to job search and time-limit
criteria is a logical adjunct to supporting and facilitating social housing tenants to
access employment opportunities. The carrot would be provided by making work pay
through concerted and integrated reforms to the income maintenance system. The
emphasis and bias should, however, be towards choice based on positive
incentives, and not coercion based on benefit withdrawal related to limited actual
work opportunities paying a living wage or return in the labour market. There is a
danger that the sticks will be sharpened before the needed incentives linked to the
introduction of a properly resourced and fit for purpose universal credit is put in
place.

Public expenditure availability will provide a continuing constraint to policy
development. But HSPP by deflating land costs will reduce the cost of housing
development; and through its contribution to the flattening of boom and bust in the
wider economy and related peak and trough in cyclical housing production should
generate wider and invaluable external economic benefits. The public accounting
reforms advocated in this response in relation to the protection of capital
expenditures and the development of innovative funding mechanism is relevant to
the public expenditure context, as is the withdrawal of reliefs that buy-to-let
purchasers currently expend. Income maintenance reform that succeeds in helping
and encouraging people to secure gainful employment will also improve over the
time the structural public finance position.

These changes in the policy framework together can help to rebase the economy
towards investment and production, and thus further economic efficiency as well as
more open and fairer access to housing opportunities. Like all structural changes,
they will not occur overnight but will take years and even decades to bring to full
fruition, but they need the right strategic political framework to be set, if they are to
be managed and sustained. The co-ordination problem could be eased by ensuring
that the interface between the two strategic housing new supply and income
maintenance objectives defined in this response are made subject to a dedicated
Cabinet sub-committee.

Enquiries or comments about this response or ASocialDemocraticFuture
generally should be e-mailed to enquiries@asocialdemocraticfuture.org or
newtjoh@aol.com.

More detailed background papers can be downloaded from:
http://www.asocialdemocraticfuture.org/
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