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Summary	  
 
This report examines the nature of the 
housing crisis in the UK, which has 
left a large part of the population (in 
particular the younger generation) 
unable to afford to buy a home, many 
people in poor-quality or overcrowded 
accommodation, and many spending a 
large proportion of their income on 
private sector rents.  
 
The context of this report is the Green 
House ‘Post-Growth’ project, which 
argues that significant further 
economic growth in the UK is 
unlikely, is undesirable in the context 
of the need to cut both carbon 
emissions and the consumption of 
natural resources, and unnecessary for 
people in the UK to live happy, 
fulfilling lives.   
 
The report examines the causes of the 
huge rise in house prices since the mid-
1990s.  We argue that the primary 
reason for that rise was the increase in 
the amount of money people were able 
and willing to spend on housing; this in 
turn was a result of an increase in the 
attractiveness of investment in housing 
relative to other investments, and the 
increased supply of credit for  
 
 
 
 

 
mortgages.  Although the population of 
England increased between the mid-
90s and 2011, the number of 
households did not increase as much as 
had been expected and more than 
enough new housing was built across 
England to accommodate that increase.  
The crisis in London and the south-east 
has arisen in part from the growing 
regional imbalance in our economy: 
housebuilding in London in particular 
did not keep up with the growth in 
household numbers while 
housebuilding significantly exceeded 
population growth in other parts of the 
country. The housing crisis is also one 
of inequality of access to housing, with 
some having many more bedrooms 
than they need, and in some cases 
several houses, and others unable to 
afford a decent, secure home. 
 
In this context, simply increasing the 
rate of building is unlikely to provide 
homes for those that need them, has 
substantial environmental costs, and 
risks over-supply and a future crash in 
prices.  Instead, we suggest a range of 
measures designed to: ensure that the 
existing housing stock is better used; 
control rents and increase security in 
the private rented sector; discourage 
the purchase of housing primarily as an 
investment; reduce regional 
inequalities; and provide affordable 
homes.
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1.	  Introduction	  
 
We have a housing crisis in this 
country which is now universally 
acknowledged, but we lack a 
comprehensive solution that takes into 
account wider social and economic 
considerations, including disparities in 
wealth and environmental impacts.  
The usual policy remedy of build, 
build and build1 is, we contend, not the 
right one, as it does not address the 
root cause of the crisis.   
 
Unlike most other approaches to this 
issue, this report is set in the context of 
Green House’s ‘Post-Growth Project’.2  
This argues that significant further 
economic growth in the UK is 
unlikely, but that with the right 
policies, human wellbeing can be 
increased and our contribution to 
climate change and use of natural 
resources significantly reduced.  We 
therefore do not see new housebuilding 
as a way to boost economic growth.  
We accept that new housing does 
increase economic growth, but do not 
consider this to be a desirable aim.  
Rather, the aim is to ensure that 
everyone is adequately and securely 
housed, in decent, easy to heat, healthy 
homes.   
 
In his seminal work on famine,3 
Amartya Sen showed that lack of 
supply was a minor factor in 
comparison with the ability to buy. 
Similarly, in situations of great wealth 
inequality, leaving housing to the 
market, means a large segment of the 
population not being able to afford 
housing, no matter how much is built.   
 
We first set out the parameters of the 
crisis: how house prices have risen 
relative to earnings so that most first 
time buyers now need help from their 
family to buy a home.  We outline the 

changes to tenure, in particular the rise 
of the private rented sector that has 
taken place over the past two decades.  
And we consider the impact of the 
housing crisis on people’s lives, on 
public spending and on geographical 
and generational inequality in the UK.   
 
We then look at what has caused this 
crisis and argue that the primary cause 
has been changes in the investment 
market around 2000 which increased 
the relative attractiveness of 
investment in housing and the amount 
of money that banks were able and 
willing to lend for mortgages.  
 
We then look at the costs and risks of 
the ‘build more’ solution: the costs in 
carbon emissions and other 
environmental impacts, and the risks 
associated with building more homes 
than are needed by the population. 
 
Finally, we suggest a package of 
solutions which includes changes to 
taxation and benefits, regulation of the 
private rented sector, credit controls, 
regional development, and building 
more affordable homes. 
 
We would like to apologize to those in 
other parts of the UK for the fact that 
much of the information and data used 
in this report is for England only.  This 
is because housing is a devolved policy 
area, and we have not had the time or 
resources to do a thorough study 
looking at all the four nations of the 
UK.  However, many of the issues will 
no doubt be the same, with great 
disparities in house prices in different 
locations, and the same basic tax, 
benefits and investment frameworks 
(though we point out instances where 
Scotland and Wales have taken steps 
that England has not).  So we believe 
that our recommendations are relevant 
for the whole of the UK.   
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2.	  The	  housing	  crisis	  in	  
perspective:	  the	  facts	  and	  
figures	  

Affordability	  
The crisis is one of the affordability of 
homes for a sizeable section of the  
 

 
 
 
population.  In the ten years to 2007, 
house prices in the UK more than 
doubled in real terms, creating a 
bubble that dwarfed the previous peak 
in the late 1980s (see Figure 1). 
 

 

 
 
Figure 1 Real House Prices in the UK Adjusted for inflation 4 
 
 
A key measure of affordability is the 
cost of a home relative to income.  In 
the 1960s the cost of the average UK 
home was three times the average 
salary.  That ratio has now risen to 
seven for the UK as a whole but 
sixteen for London.5  This disparity 
between London and the rest of the UK 
is illustrated in Figure 2, which shows 
the ratio between house prices and the 
earnings of borrowers (not average 
earnings, which are a lot lower) 
between 1985 and 2013.  It suggests 
that recent rises in prices have been 
very much a London phenomenon 
(though one that is shared across the 
south- east more generally, and by 
certain prosperous towns and cities 
elsewhere): relative prices in the north 

of England in comparison have rose 
little between 2009 and 2013. 
 
As house prices have risen, so have 
rents for those who cannot afford to 
buy.  Rents in London increased 15% 
over the two years to 2013, and now 
many there will pay half their gross 
salary as rent, while in the rest of the 
country rents are more likely to 
represent a quarter to a third of average 
salaries.6 
 
The pressure of housing costs on low 
and average incomes is increased by 
the poor condition of our housing.  
Although the energy efficiency of the 
housing stock is steadily improving, 
only a quarter of homes in England are 
in the top three bands (A – C), as is 
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required to eradicate fuel poverty.  
About 5% of homes in England are in 
the lowest two bands, F and G, which 
are very expensive to heat; but this 
proportion is almost double in the 
private rented sector.  A full 30% of 

homes in the private rented sector in 
England failed to meet the decent 
homes standard in 2013, with excess 
cold, damp and disrepair being among 
the causes.7 

 

 
 
 
Figure 2   Ratio of house prices to earnings of borrowers in the UK, in London 
and in the North of England.8   
 

Owner	  occupation,	  renting	  and	  social	  housing	  
Figure 3 shows the changes over the past century in the levels of owner occupation 
and renting.  The twentieth century saw a gradual increase in owner occupation, from 
23% in 1918, to a peak of 69% in 2001.  However, the first decade of this century has 
seen home ownership decline to 64% of the housing stock.  Within the rented sector 
there was a gradual increase in social renting (renting from a council or housing 
association at below market rents) to a peak of 31% in 1981.  Since then the right to 
buy has taken out a substantial proportion of the social housing stock, and little has 
been built to replace it.  The sector that has grown in the last two decades is the 
private rented sector, which now accounts for 19% of the stock, overtaking the 17% 
who rent in the social housing sector.9  
This picture, as with other aspects of housing, is different in London.  There, just 48% 
of households were owner occupiers in 2011, with 26% renting in the private sector 
and 24% in the social rented sector.10   
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Figure 311 
 
 

The	  regional	  dimension	  
There is a regional dynamic to this 
crisis. House prices and affordability 
vary greatly across the country, and 
these disparities have been increasing.  
At one extreme is London, where 
average prices almost doubled in a 
decade and were close to £500,000 in 
2013.  The average first-time buyer in 
London is now in the top 20% of 

London’s household income 
distribution.12  At the other extreme 
are areas of the north-east, such as 
Middlesbrough and Hull, where the 
average price in 2013 was £140,000, 
having gone up in the previous decade 
by around 55%.13  However, on a 
much more local scale prices will vary 
from one neighbourhood to another.  In 
London, for example, average prices in 
different London boroughs in 
December 2013 varied from £1.19 
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million in Kensington and Chelsea to 
£228,000 in Barking and Dagenham.  
And those disparities are increasing, 
with the biggest percentage increases 
in recent years seen where prices are 
already highest: the differential 
between the highest and lowest 
average prices in London, for example, 
rose from 2.5 times in 2003 to 5.2 
times in 201314 and between 2008 and 
2012 house prices fell by just 4.2% in 
London but by 24% in the north-east of 
England and 19% in north-west 
England.15   
 

Impact	  
 
The immediate human costs of this 
crisis are well-known: families left 
living in bed and breakfast 
accommodation for months because 
their council is unable or unwilling to 
find them a proper home quickly 
enough; private renters being forced to 
move home every six or twelve months 
because tenancy protections are so 
weak and rent increases substantial; 
young people who can never see 
themselves being able to afford to buy 
a home.   
 
In London, a combination of soaring 
rents, cuts to housing benefit and the 
benefit cap have resulted in London 
boroughs not being able to find 
accommodation for homeless families 
in their home borough.  Around 500 
families a week are being moved out of 
their home borough, away from their 
schools, extended families and support 
networks, adding up to over 50,000 
families in the past three years.  Over 
the past two years about 2,700 have 
been moved out of Greater London 
entirely, to places as far afield as 
Pembrokeshire, Manchester and 
Bradford.16  The result is greater social 
segregation and further separation of 
poor and rich communities. The 

situation is not quite the same as in the 
US, with its sharp divisions between 
town and trailer park communities and 
resultant social stigma.17 However, the 
issue we face is whether we are headed 
in that direction. 
 
The high cost of buying a house 
perpetuates housing-related 
inequalities across society. Those 
who have a sizeable deposit or the 
income to buy a house spend on 
average 20% of their income paying 
their mortgage, while private renters, 
on average, spend 40% of their income 
on rent, or 47% if housing benefit is 
excluded.18  While one group has 
benefited from the rise in prices, 
another is unable to save to buy a 
house and their disposable income is 
severely limited by high housing costs.  
  
As Thomas Piketty’s recent book 
Capital in the twenty-first century19 
shows, without appropriate policy 
measures, wealth inequalities grow, 
and they have indeed grown 
substantially in the post-war years. 
Property is a key component of wealth, 
and tax policy over recent years has 
not dampened the growing inequality 
in this respect. With a Capital Gains 
Tax exemption on primary residences 
and an inheritance tax system that is 
avoided by many, the distribution of 
property perpetuates inequality 
across generations.  If your parents, 
and even more so your grandparents, 
owned property, the chances are that 
they will have the resources to help 
you buy yours.  If they did not, you 
will struggle to save the deposit you 
need.  Two thirds of first-time buyers 
in 2011 received financial assistance 
from their family, compared with one 
third in 2005.20  
 
The regional disparities in house prices 
and house price increases entrench 
regional wealth inequality within the 
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UK.  Those who own property in the 
south of England will have seen their 
level of wealth soar to a far greater 
extent than those in the north, and 
average property wealth in London is 
now twice that in the north of 
England.21  This makes it easy for 
those in high house price areas, such as 
the south, to move to cheaper areas of 
the country, but difficult for people to 
move the other way.  It also 
exacerbates the inequality perpetuated 
across the generations: where your 
grandparents or parents owned a house 
will have a big effect on the amount of 
money you inherit from them and thus 
on whether you are able to buy one.   

 
High rents are a growing drain on 
the public purse, as even those in 
work are increasingly unable to afford 
them without assistance.  The 
proportion of working households on 
housing benefit doubled from 1 in 10 
in 2009 to 1 in 5 in 2014.22  Housing 
benefit payments have risen 150% in 
real terms (adjusted for inflation) to 
£21.5 billion in the last 21 years.23  
Although it may seem that this money 
goes to help house the poor, it actually 
goes to their landlords, many of whom 
have become rich through buy-to-let 
property.  
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3.	  The	  Causes	  of	  the	  Crisis	  

Before	  the	  crisis	  
In the mid-1990s, houses in many parts 
of the UK were reasonably affordable 
(perhaps with the exception of parts of 
London and the south-east).  Indeed, in 
less prosperous areas there were signs 
of housing markets collapsing: 
localized areas of ‘low demand’ where 
houses that had previously fetched 
£40,000 were by the early 2000s being 
sold for £10,000 or less.24  These 
falling prices triggered a spiral of 
neglect and then abandonment, 
because housing markets do not 
behave as markets are supposed to, 
with demand increasing as prices fall: 
property is an investment good, bought 
in the expectation that its value will 
rise in the future.  If prices start falling 
in an area this does not increase 
demand, but curtails it.  Prices can fall 
so low that houses become 
‘consumption’ goods, perhaps bought 
by landlords for cash (mortgages could 
not be obtained on such low-price 
housing), and lived in by those who 
have no other options.  Such property 
is not maintained, as the expenditure 
on maintenance will not be recouped 
by an increase in value, so the quality 
of the stock and the area generally 
declines, prices fall even further and 
properties are eventually abandoned.  
While low-demand areas were located 
predominantly in the big northern 
cities where populations were 
declining, they could be found as 
localized pockets in all parts of the 
UK.   
 
In the north-west of England it became 
apparent that a likely cause of low 
demand areas was the over-supply of 
new housing on peripheral sites.  At 
the Examination in Public into the 
draft Regional Planning Guidance in 
2001, it became clear that in many 

local authorities more housing had 
been built or given planning 
permission than the 1996-based 
household projections suggested was 
needed.25  The abandonment of areas 
of housing perhaps helped to maintain 
prices in other areas, by effectively 
removing housing from the market, but 
at great social cost.  Subsequently, the 
final Regional Planning Guidance for 
the north-west required local 
authorities to review existing housing 
allocations and to introduce restraint 
policies to reduce the level of 
building.26  These policies restricted 
housebuilding to sites where 
development would bring regeneration 
or other benefits, or provide particular 
types of housing that were in short 
supply.  These were very successful in 
restricting peripheral development and 
encouraging development of derelict 
sites.   
 
The key question is what has happened 
in the intervening 15 years to take us 
from a situation of over-supply in 
many locations to today’s crisis of 
affordability.  At the most basic level, 
demand must have grown much faster 
than supply, pushing up prices.  But is 
that demand a matter of the numbers of 
households seeking housing or the 
amount of money available to be spent 
on housing?   
 

Household	  numbers	  and	  
housebuilding	  
 
Has the number of new dwellings built 
kept up with the number of new 
households?  The number of 
households depends on the population 
and the average number of people per 
household. Household size declined 
steadily over the last 40 or 50 years 
primarily due to increasing numbers of 
single-person households (older people 
whose spouses have died living on 
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longer, as well as younger single 
people and divorcees), from 3.1 
persons in 1961 to 2.4 persons in 
2011.27  However, that decline is not 
necessarily going to continue. The 
2011 census showed a break with past 
trends: there were fewer single-person 
households and more multi-adult 
households than had been expected.28  
Some of these multi-adult households 
will be adult children living with their 
parents because they cannot afford to 
live independently, but there were 
fewer single-person households and 
more couple and other multi-person 
households than had been predicted on 
the basis of past trends in each age 
range.  The fewer than expected single-
person households, as well as perhaps 
an increase in the percentage of the 
population that does not live in 
households (such as immigrant 
students living in student halls of 
residents), meant that despite the 
population in 2011 being bigger than 
expected, due to in-migration, the 
number of households was smaller 
than projections based on the past 
trends up to the 2001 census had 
predicted.29   
 
The key numbers are these: the 
average annual increase in households 
between 2001 and 2011 in England is 
estimated to have been 158,000, 
whereas an average of 161,000 new 
dwellings per year is thought to have 
been built.30  According to Positive 
Money, in the ten years up to the 
financial crisis in 2007/8 we built three 
new homes for every four new 
people31 – more than enough for all the 
new people to live in.   
But not only have we been building 
new homes, we have been adding to 
the ones we already have, with loft 
conversions, extensions etc.  So now 
there are more rooms per person than 
ever before, with more than enough to 

allow everyone to have a spare 
bedroom.32   
 
Thus, while there may be some 
suppression of the number of 
households (young people, for 
example, who cannot afford to live 
independently), the major issue is not 
the overall amount of housing relative 
to the number of households but its 
distribution.  Some people are ‘house 
rich’, with far more space than they 
need, while others struggle to find a 
decent home that they can afford.  The 
English Housing Survey for 2013-1433 
shows that half of all owner occupiers 
were under-occupying their home, 
defined as having two or more rooms 
above the bedroom standard,34 
compared with just 15% of private 
renters and 10% of social renters 
(10%). The same survey shows 3% of 
households as overcrowded: 1% of 
owner occupiers, 5% of private renters 
and 6% of social renters.  
Approximately 29% of fuel poor 
households were under-occupying by 
two or more bedrooms, indicating that 
their under-occupation has a cost to 
them.   
 
Not only do some people have a great 
deal of space in their home, but they 
have a second property as well that is 
not being lived in by someone else.  In 
2012/13 the English Housing Survey 
found 752,000 second homes, around 
3% of the 22.6 million homes in 
England.35  While this may not seem 
like a large figure, in some 
communities the impact of second 
homes is significant.  Second-home 
buyers raise the price of homes above 
the reach of those on local wages.  And 
when a significant percentage of the 
properties in a settlement is not 
permanently occupied, it hollows the 
life out of a place: there are no longer 
enough children to keep the local 
school open, or enough people to make 
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up a local cricket team.  London 
overall has about half the rate of 
second homes of the rest of the 
country, but they are concentrated in 
just four inner London boroughs: 
Kensington and Chelsea, Westminster, 
Tower Hamlets and Camden, where 
prices are most expensive.36 
 
Other homes are not being used at all, 
with just over 635,000 homes empty in 
England, 216,000 of those for more 
than 6 months.37  This number of 
empty homes is over ten times the 
number of homeless households placed 
in temporary accommodation.38  
Burnley and Pendle in East Lancashire 
top the list of local authorities for 
numbers of long-term empty homes, 
with 3% of their housing stock empty.  
However, Kensington and Chelsea is 
11th, with 2% of homes in this very 
expensive part of London standing 
empty. 39  Presumably the properties 
are regarded simply as investments, 
and not as somewhere to live.  
 
Other homes are empty for shorter 
periods of time, most significantly in 
the private rented sector, where short 
term tenancies encourage and often 
require people to move frequently.  In 
the final quarter of 2014, privately-
rented homes were typically empty for 
2.6 weeks per year – 5% of the time.40  
With around 4.4 million private rented 
dwellings41 in England, this is 
equivalent to 220,000 empty 
properties. 
 

Housing	  as	  an	  investment	  
 
Effective demand in the housing 
market is not a function of the number 
of households seeking homes, but of 
the amount of money available to 
purchase housing.  Prices have risen 
since the mid-1990s because that 
amount rose substantially.  Two factors 

contributed to this: an increase in the 
attractiveness of investment in housing 
compared to alternative investments, 
and a growth in the availability of 
credit resulting from securitization of 
mortgage debt. 
 
The stage was set by the deregulation 
of the private rental sector through the 
Housing Act in 1988.  Under this Act, 
by 1997 all new private tenancies 
were, by default, assured shorthold 
tenancies, which – when the tenancy 
expires, or with the appropriate notice 
period – provide landlords with the 
power to repossess without needing to 
provide a reason.  Coupled with the 
introduction of buy-to-let mortgages in 
1996, these legal changes enabled the 
explosion of buy-to-let in the following 
decade.   
 
However, the amount of money that 
has flowed into buying rental 
properties has been fuelled by people’s 
declining faith in other more 
conventional forms of investment.  The 
stock market has only just (in February 
2015) recovered to its peak of the end 
of 1999, just before the dot.com bubble 
burst.  One commentator has 
concluded that - taking into account 15 
years of reinvested dividends, 
inflation, tax and transaction costs - 
“the total real return of the FTSE 100 
over this period is only negligibly 
different from zero.”42  People’s trust 
in pensions was shaken by the collapse 
of Equitable Life in 200043 and earlier 
scandals, such as Robert Maxwell’s 
theft of hundreds of millions of pounds 
from the Mirror Group pension 
funds.44  During the dot.com bubble 
many companies took pension 
contribution holidays, but the crash 
wiped £250 billion off the value of 
occupational pension schemes, and 
companies were unable or unwilling to 
subsequently make up that loss through 
increased contributions.45  Since 2000 
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a stagnant stock market and low 
interest rates have reduced returns to 
pension funds, with the result that 
many are now in deficit and many final 
salary schemes have been 
withdrawn.46  Low annuity rates with 
money purchase schemes have meant 
that people are getting little for what 
they have saved.47  Low interest rates 
to savers, particularly since 2008, 
mean that many people’s savings have 
failed to maintain their value in the 
face of inflation.  All these factors 
have resulted in the UK population 
regarding housing as their preferred 
secure, long-term investment. 
 
The buy-to-let mortgage was 
introduced in 1996.  By the first 
quarter of 2015 buy-to-let lending 
accounted for 18% of total gross 
mortgage lending.48  Unlike those 
buying a property to occupy it 
themselves, buy-to-let landlords can 
offset their mortgage interest for tax 
purposes against the income they 
receive, and most take out interest-only 
mortgages on the expectation of paying 
off the capital when they sell the 
property.49  A study published in April 
2015 suggests that investors in buy-to-
let properties have reaped massive 
returns, gaining on average 1,400% 
since 1996, four times more than 
equivalent investments in commercial 
property, government bonds or 
shares.50   
 
But not only have the savings of the 
UK population been poured into 
housing: UK property, particularly in 
central London, has in recent years 
become attractive to rich investors 
from around the world. A 2012 study 
estimated that around 75% of off-plan 
sales of new homes in ‘prime London’ 
were to buyers from overseas.51  In 
2013/14, foreign investment in 
London’s property market reached 
almost £30 billion, and foreign 

investors bought one in five homes in 
Westminster, Kensington and Chelsea, 
and the City of London.52  While this 
flood of money is highly concentrated, 
mostly flowing into prime central 
London, it has a ripple effect on 
neighbouring housing markets that 
contributes to wider price inflation. 
 
A further reason why the money going 
into housing has grown is the 
willingness of the banks to lend for 
house buying.  In the UK, 97% of the 
money in circulation is created by 
banks when they lend money.  
Between 1997 and 2007, 87% of that 
newly-created money went into 
mortgages and finance, with only 13% 
going to productive activities which 
are captured by GDP.53  Over the last 
40 years banks have increased the 
amount of money in the economy by 
an average of 11.5% a year.54  In 
contrast average inflation over that 
period has been 5.9%55 and growth in 
GDP 2.5%56, giving an increase in the 
money supply of 3.1% per year over 
what is required. 
     
In the 1980s banks starting packaging 
up mortgage debt in complex financial 
products: bond-like securities which 
were sold on to other banks, enabling 
the bank giving the mortgage to make 
further loans.  This greatly expanded 
the credit the banks felt able to extend, 
increasing the size of loans and driving 
up house prices.  This really took off in 
the early 2000s, with the funding of 
residential mortgages through such 
securities growing from £13 billion in 
2000 to £257 billion in 2007.57  That 
this increase in mortgage lending has 
driven rising house prices is illustrated 
in Figure 4. This shows that mortgage 
lending went up much faster than 
population growth, which rose slower 
than the increase in housing stock.  As 
house prices rose banks felt even more 
confident about making loans – if the 
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borrower defaulted they could always 
repossess a property worth more than 
they had lent, fuelling the rise in prices 
still further - until, that is, the bubble 
burst with the credit crunch of 2007/8.  
The sharp falls in house prices that 
followed (see Figures 1 and 2 and 

Section 2) indicate that house prices 
are driven by the amount of money 
people can and want to invest in 
housing, rather than being a function of 
the number of households relative to 
the numbers of homes.  

 

 
 
Figure 458  
 
 
 
Since the credit crunch, interest rates 
have been kept low, with savers rarely 
able to obtain rates that exceed 
inflation.   Low interest rates reduce 
the attractiveness of alternative 
investments, and bolster house 
prices.59  Quantitative easing has 
funnelled new money to investors in 
the bond market, and it is likely that 
much of that money has been invested 
in housing, no doubt helping to drive 
the sky-rocketing prices seen in 
London.    

Conclusions	  
To conclude: taking England as a 
whole, the issue is not one of 
insufficient housing stock for the 

number of people.  This is not to say 
that in some locations there may be a 
shortfall, with more households 
wanting to live in an area than there is 
housing to accommodate them.  This is 
particularly true of London, where the 
number of new jobs created since 2010 
has been much greater than in the rest 
of the country.60  However, looking at 
the period 2001 to 2011, it is clear that 
the main issue has been the increasing 
popularity of investment in housing as 
opposed to other forms of investment, 
and, up to 2008, an expansion in the 
supply of credit available for house-
buying.  
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4.	  The	  Costs	  of	  
Construction-‐based	  
Solutions	  

	  

Why	  not	  just	  build	  more	  homes?	  
It might be argued that - even though 
the main cause of the crisis is the 
amount of money being put into 
housing rather than the numbers of 
households seeking homes compared 
to the numbers of those homes - adding 
to the supply by increasing the rate of 
housebuilding will surely help, and in 
the end will bring prices down to an 
affordable level.  In this section we 
look at reasons why this is not a good 
idea.  

The	  environmental	  costs	  
Housebuilding uses natural resources 
and generates carbon emissions.  
Berners-Lee has calculated the carbon 
footprint of constructing of a new, two-
bedroom house at 80 tonnes.61  
However, this direct carbon cost of 
building new homes is only the tip of 
the iceberg.  The expansion of our built 
environment helps to ratchet up, and 
then lock us into, ever higher levels of 
consumption.62  The new homes need 
maintaining, as does the infrastructure 
associated with them: streets, lighting, 
electricity, water, sewers, gas and 
telecommunications.  They need to be 
kept warm or cool, and lit when 
required.  And every new house 
requires carpets, curtains, furniture, 
fridges, cookers, washing machines, 
microwaves, and endless other items to 
turn it into a home, all of which come 
with a cost in carbon emissions and 
natural resources.  Even very energy-
efficient new housing, which is not 
replacing older, inefficient stock, 
increases carbon emissions.63   
 

Then there is the issue of where new 
housing is located.  New housing that 
is not a short walk from shops, schools 
and other facilities, is, unless public 
transport is particularly good, likely to 
increase the amount of car transport, 
and hence the environmental impacts 
associated with transport.  New 
housing can also destroy valuable 
countryside or wildlife-rich brownfield 
land, can be threatened by flooding if 
built in high flood risk areas, and, if 
poorly designed, can cause flooding 
elsewhere by increasing run-off or 
reducing flood storage capacity.  
 
The multiplier effect that building new 
homes has on other goods and services 
is, of course, why those who want to 
increase economic growth want to 
build more.  Every £1 spent on 
housebuilding generates £1.40 across 
the economy as a whole.64  However, 
at Green House we think that further 
economic growth is neither desirable 
nor necessary for a prosperous United 
Kingdom.  It is not desirable because 
of the need to transition to a zero-
carbon society if we are to prevent 
catastrophic climate change.  It is not 
necessary because we can meet our 
needs and improve wellbeing without 
further economic growth.65  In this 
light, possible solutions to the housing 
crisis look very different. Building lots 
of new homes cannot be the main way 
we address the issue; rather, we need 
to look more to sharing out what we 
have more fairly.  If we do build new 
homes, we need to take compensatory 
measures elsewhere in the economy to 
reduce carbon emissions. 
 

The	  risks	  of	  market	  collapse	  
 
The recent history of low-demand 
areas in this country, and the spectre of 
abandoned, newly-constructed housing 
in Ireland66 and Spain after the crash of 
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2008, should be borne in mind by 
those who think that the solution to 
current problems of affordability is 
housebuilding.  These examples show 
the consequences of construction 
responding to inflated prices and 
overshooting need.  House prices in 
Ireland started to fall before the 
banking crises, and indeed it is likely 
that those falls contributed to that crisis 
in Ireland.  By 2010 prices had fallen 
by 35%, with prices in Dublin at one 
point down by 56% for houses and 
62% for apartments.67  There was also 
a glut of empty and unsold property – 
‘ghost estates’ of newly-built houses 
lying empty.  In 2009, one 
commentator considered there was 
likely to be zero construction for the 
foreseeable future.68  By 2012 the 
whole Irish construction industry had 
contracted by 76% compared with its 
peak in 2007.69 
 

Does	  new	  housing	  go	  into	  the	  
right	  hands?	  
Are the new homes that are being built 
helping to house those in need?  Are 
they helping resolve the housing 

problem?  Building new houses 
doesn’t always mean homes for those 
who need them. It may mean second 
homes for some UK residents or 
foreign investment opportunities for 
people looking for a safe haven for 
their money.   
 
Our view is that, with huge inequality 
in wealth,70 the market won’t put new 
homes into the hands of those who 
need them.  Rather it builds for the 
wealthy.  A substantial proportion of 
new homes built in London, for 
example, are priced way above the 
means of ordinary people.  
For building new homes to help solve 
the crisis and make housing more 
affordable, new housing developments 
would have to reduce house prices in 
their local area.  But a recent study by 
the London School of Economics has 
suggested that that is not the case.  The 
study looked at eight developments 
built in the last 5 years in the midlands 
and the south of England.  It found that 
prices in the local area did not fall once 
construction of the developments was 
complete, and in some cases went up.71 

	  
Why	  won’t	  housing	  go	  into	  the	  right	  hands?	  

	  

Ø Some	  sectors	  of	  society	  flush	  with	  capital	  from	  bonuses,	  benefits	  of	  quantitative	  
easing	  to	  those	  holding	  bonds,	  and	  house	  price	  rises	  

Ø Ease	  of	  access	  to	  credit	  for	  those	  who	  have	  capital;	  more	  expensive	  for	  others	  

Ø Tax	  benefits	  to	  the	  buy-‐to-‐let	  investor	  

Ø Deregulated	  rental	  market,	  encouraging	  buy-‐to-‐let.	  
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5.	  	  Solutions	  
 

Overarching	  principles	  
In developing a set of solutions our 
aims are to:  

a) ensure everyone has secure, 
good quality, genuinely 
affordable housing; 

b) reduce current inequality in 
wealth, as this in turn 
contributes to the housing crisis 
because some are able to live in 
vast spaces while others cannot 
afford a decent home;   

c) reduce volatility and risk, for 
example through addressing 
speculation in housing and 
controlling the supply of credit;  

d) minimise environmental 
impacts; 

e) create strong communities 
throughout the country through 
measures such as a regional 
economic policy of innovation, 
investment and job creation. 

 
Just as the looming crisis in the health 
service requires changes in other 
policy areas, such as transport and 
food, solving the housing crisis 
requires more than just addressing the 
areas normally covered by housing 
policy.  Housing needs to be seen in 
the context of investment policies, the 
creation and distribution of money, and 
regional and generational inequalities.  
Probably the most important key to 
achieving a long-term solution is to 
somehow re-direct the flow of money 
currently going into private housing 
(mainly with the effect of pushing up 
prices) and channel it into more 
productive investments, in particular 
those needed to address the impacts of 
climate change and to transform our 
economy into one which is not based 
on fossil fuels.72  This will require a 
combination of policy measures to 

increase the attractiveness of other 
forms of saving and investment and to 
reduce the returns from investment in 
housing.  We need to ensure that the 
money, particularly public money, that 
does go into housing actually improves 
the housing of those in need, to 
provide everyone with a decent, easy 
to heat, and non-damp dwelling 
adequate for their needs in the place 
they want to live.  This is an 
investment that will reduce future 
spending on health, crime and other 
social issues.  Money that simply 
drives up prices is not.   
 
A key principle is that housing 
problems are local and require local 
solutions: the right policy for central 
London will be completely 
inappropriate for Morecambe or for 
rural Shropshire.  For example, in 
Camden, central London, there is a 
policy restricting the extent to which 
houses that have been split into flats 
can be turned back into single 
homes.73 In the West End of 
Morecambe the local authority has 
been trying for the past decade to get 
rid of one bedroom flats in former 
guest houses and to turn divided 
properties into single family homes.74  
Local authorities should have the 
freedom to address the housing issues 
in their area, using as wide a range of 
tools as possible.  There are no one-
size-fits-all solutions to our housing 
crisis. 
 
So we explore below a range of 
solutions that includes taxation, 
planning and rent controls, but also 
regional policy and reform of the 
banking system and the City of 
London.   
 
In line with the above principles, we 
make 8 main recommendations. 

1. Make better use of the existing 
housing stock.  
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2. Increase regulation of the 
private rental sector to reduce 
rents and improve quality. 

3. Increase the relative 
attractiveness of alternative 
forms of investment.  

4. Reform property and wealth 
taxes. 

5. Decrease the attractiveness of 
London to foreign investors. 

6. Rebalance regional economies. 
7. Control the amount of credit 

available for mortgages. 
8. Provide more affordable 

homes.  

Make	  better	  use	  of	  the	  existing	  
housing	  stock	  	  
Ensuring our existing housing stock is 
better used, to house more people in 
better conditions, is the best way to 
house more people with least 
environmental impact.  Much of that 
stock of course needs investment to 
make it energy-efficient and fit for 21st 
century living.  But refurbishment has 
been shown to be much better in terms 
of carbon emissions than demolition 
and rebuild.75  There are three strands 
to making better use of the existing 
housing stock. 
 

1. Bringing empty homes into use. 
2. Reducing second home 

ownership. 
3. Decreasing under-occupation. 

 
Local councils can currently charge up 
to 50% extra council tax on property 
that has been unoccupied and 
unfurnished for 2 years or more,76 and 
can use empty dwelling management 
orders (EDMOs) to take possession of 
residential property which has been 
empty for at least two years and which 
is causing a nuisance to the local 
community.77  EDMOs allow local 
authorities to rent out properties they 
have taken possession of, while 
ownership remains unchanged.  

However, EDMOs are little used, with 
just 17 issued in the whole of England 
and Wales in 2014.78 The process for 
EDMOs needs to be made much easier, 
in particular by removing the 
requirement that the property is 
causing a nuisance, and reducing the 
time a property needs to have been 
empty from two years to 6 months – 
reversing the changes to EDMOs made 
in 2012.79 It also needs to be made 
easier to bring properties back into use 
using EDMOs even where the owners 
cannot be traced, as in some areas the 
inability to trace owners is a block to 
tackling empty property.  Additionally, 
the ability to charge extra council tax 
should not rely on the property being 
unfurnished, but simply unoccupied, 
and councils should be able charge 
more than 50% extra if they wish.  
EDMOs should not be seen just as a 
means of dealing with problem 
properties, but of ensuring that the 
housing stock is used as housing and 
not left vacant.  Methods to discourage 
property being left empty will be 
particularly important in a better 
regulated private rented sector, as we 
recommend below.   
 
Second homes are a particular problem 
in some places.  Local councils should 
therefore have the power to decide if 
they want to charge additional rather 
than reduced council tax on them.80  
They should also have the power to 
make non-primary residence homes a 
separate use-class under planning law, 
so that planning permission is required 
to convert a home from a primary 
residence to a secondary one.  They 
may also need powers to be able to 
make conversion the other way (from a 
second home to a primary residence) a 
permitted development right.  
  
Most under-occupied housing is in the 
owner-occupied sector and it is here 
that efforts to reduce under-occupation 
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should be concentrated.  The ‘bedroom 
tax’, which reduces housing benefit 
payments to people living in social 
housing (where there is least under-
occupation) who have more bedrooms 
than they are thought to need, should 
be removed.  Encouraging older people 
still living in family accommodation to 
downsize to smaller properties could 
make a big contribution to reducing 
under-occupation.  Provision of 
suitable property in all 
neighbourhoods, including sheltered 
housing and homes with ‘extra-care’ 
facilities, will be critical to this.81  
Specialist ‘downsizing support 
services’, to help older people with all 
the hassle involved in moving and 
getting rid of possessions, would also 
help.  There is currently a tax 
exemption for income received from 
renting out a room in a house that you 
occupy, and consideration could be 
given to whether the current allowance 
of £4250 should be increased.  Other 
measures include ending the single 
person’s council tax discount, as part 
of a wider reform of property taxes, 
discussed later. 
 
We also need to reform the welfare 
system so that it does not act as a 
disincentive to people living together, 
as it does at present.  Benefits are 
currently assessed on the basis of 
households, or ‘benefit units’, defined 
as “an adult plus their spouse (if 
applicable) plus any dependent 
children they are living with”.82  The 
key here is the definition of a spouse, 
as it not only includes couples who are 
married or in civil partnerships, but 
those living together ‘as if they are 
married’.  This acts as a disincentive 
for lone parents to co-habit.  With 
working lone parent families now 
receiving tax credits, to which similar 
rules apply, this affects many people.  
The current system has an outdated 
view of families: essentially that a 

family is formed by a married couple 
where the man (generally) has 
financial responsibility for his wife and 
children.  This is simply not the 
situation now: people’s relationships, 
and the degree to which they share 
finances and responsibilities, vary 
greatly.83  Benefits rules also 
discourage people receiving certain 
disability benefits from moving in with 
others.84  In two previous reports, on 
welfare and on public services,85 
Green House has argued that benefits 
should be assessed on an individual, 
not household basis.  We repeat this 
again here, as a way to remove 
disincentives to people living together 
and thus to make better use of the 
housing stock.  
 
The squatting of empty property is 
another way in which the existing 
housing stock, and other empty 
property, is actually used for housing.  
In recent years the law on squatting has 
been changed to make it a criminal 
offence.  This tends to support keeping 
homes unoccupied and does not 
encourage disposals because of the risk 
of squatting. Taking a different 
approach to squatting would help 
communicate the principle that 
housing is a basic need and not an 
investment.  Removal of squatters 
from private property should revert to 
being a civil matter.   
 
Increasingly, local authority empty 
homes awaiting redevelopment and 
other empty buildings are being made 
available as temporary housing, where 
the occupants are ‘guardians’ rather 
than tenants.86  This is to be welcomed 
as a way of providing affordable 
housing in empty buildings while 
options for their future use are being 
decided, but should not be used to 
facilitate or justify buildings not being 
used to provide secure housing or put 
to some other beneficial long-term use, 
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and may need better regulation to 
protect ‘guardians’.    

Regulation	  of	  the	  private	  rental	  
sector	  
The UK private sector provides some 
of the most expensive, poorest quality 
and least secure accommodation in the 
country.  Given that the sector now 
houses 18% of the people in England – 
the same proportion as the social 
rented sector – it urgently needs more 
and better regulation.   
 
Rent controls had largely been 
removed in the UK by the late 1980s. 
It was claimed that controls led to 
many private sector homes not being 
repaired and landlords being reluctant 
to rent out their property.  These 
possible consequences of controlling 
rents mean that it is important at the 
same time to greatly increase the 
powers of local authorities to deal with 
empty properties, as outlined above. 
 
Some countries, such as Germany, 
have large private rental sectors with 
higher levels of regulation than in the 
UK. Restrictions include maximum 
rent increases for an existing tenant, 
and limited powers for the eviction of 
sitting tenants. The system essentially 
prevents above-inflation increases and 
gives tenants sufficient time to find a 
new flat, reducing the pressure to 
accept above market rate increases. It 
does not protect renters moving into a 
property for the first time.  Other 
countries, such as the Netherlands and 
(to some extent) France, have more 
extensive controls which also affect 
new contracts.87  
 
Research on the comparative impacts 
of rent regulation suggests that it is 
possible to strike the right balance 
between landlords and tenants, so as to 
offer tenants protection against rising 
rents whilst also ensuring a sufficient 

supply of private sector housing.88 The 
massive profits that have been made by 
buy-to-let landlords in recent years and 
the increase in rents indicate that there 
is an urgent need for the current 
balance in the UK to be moved in 
favour of tenants.  We need to reduce 
the attractiveness of buying properties 
as an investment to rent out in order to 
reduce the amount of money flowing 
into the housing market, which is 
pushing up the prices, and to 
encourage investment in other things. 
 
The Green Party have proposed 
capping annual rent increases to the 
consumer prices index, and 
establishing a Living Rent 
Commission “to explore whether 
controls could bring rents more in line 
with local average incomes.” 89 Danny 
Dorling suggests using Local Housing 
Allowances to set the maximum fair 
rent in an area.90  Generation Rent, an 
organization set up to campaign with 
private renters for secure, decent, 
affordable and well-managed private 
rented homes, proposes a local 
maximum monthly rent set at half the 
annual council tax charge for the 
home.  If landlords wanted to charge 
above this the additional amount would 
be subject to a 50% surcharge, to go 
into a ring-fenced fund for building 
social housing.91   
 
Controls over rents should only be part 
of the regulatory mix; there also need 
to be stronger rights for tenants, 
improved energy efficiency standards, 
and longer, more secure tenancies.  In 
Germany, tenants’ rights are enforced 
with the help of strong tenants’ 
associations, which provide legal aid to 
tenants.92  Such an organization is 
desperately needed in the UK, a role 
which perhaps could be taken on by 
Generation Rent. 
 



Green House 

21 

There is a danger that regulation of the 
private rented sector will mean more 
properties left empty by landlords 
rather than rented out.  To counter this 
it is important to bring in the measures 
discussed above to provide local 
authorities with more powers to take 
over empty properties and ensure they 
are used.   
 

Increase	  the	  attractiveness	  of	  
alternative	  investment	  options	  
 
At the same time as reducing the 
attractiveness of investment in buy-to-
let property by better regulation of the 
private rented sector, it is important to 
increase the attractiveness of other 
forms of investment.   
 
There is a clear need for investments 
that will help us make the transition 
from our current reliance on fossil 
fuels to a zero-carbon future powered 
by renewable energy.  This includes 
not just renewable energy generation, 
but renewal of the grid to 
accommodate that generation, energy 
storage solutions, electrification of the 
railways, charging infrastructure for 
electric cars, and improving the energy 
efficiency of buildings and equipment.  
Where money does flow into housing, 
it is important that it improves the 
quality of that housing and helps to 
make housing more affordable, not 
merely driving up the price.   
 
The challenge is how to make 
investment in the things that we need 
secure and attractive to the people in 
the UK with spare money.  
Government could raise money for its 
Green Investment Bank93 by issuing 
bonds paying a decent rate of return to 
the general public.  Communities are 
getting together to raise funds for local 
assets, including pubs, shops, land and 
renewable energy, through community 

shares.94  Government needs to support 
such efforts and enable ways in which 
people can invest for the long term and 
receive a reasonable return while also 
supporting things that they value.   
 

Property	  and	  wealth	  taxes	  
The only widespread wealth tax in 
Britain is the council tax.  This was 
introduced in 1993 after the disaster of 
the community charge (dubbed the poll 
tax by its opponents).  In fact it retains 
elements of the poll tax, in that it is the 
responsibility of the occupier (where 
there is one) and depends not only on 
the property but on who is living in it: 
no council tax has to be paid on a 
house full of students, and there is a 
discount of 25% for households where 
only one person is liable.  The main 
problem with the tax is that it is highly 
regressive: the higher the value of the 
property, the less the rate (as a 
percentage of the value of the 
property) of tax paid on it.  So 
occupiers of Band G properties 
(£160,000 to £320,000 in 1991) pay 
only 2.5 times the amount paid by 
occupiers of Band A properties, (less 
than £40,000 in 1991) though they are 
worth at least 4 times more.  The next 
band, Band H, is the top band, so the 
council tax for anything up to a multi-
million pound house is only three 
times the amount paid by the 
occupants of the smallest bedsit.95   
 
The council tax urgently needs to be 
reformed so that: 
 

• it is a property tax, paid by the 
owner of the property rather 
than the occupant, irrespective 
of who is in it (though local 
authorities should be able to 
surcharge empty property).  
Renters will then only be liable 
for their rent, on which they 
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will be able to claim housing 
benefit if they need this; 

• it is charged as a percentage of 
the value of the property, rather 
than the complex current 
system of the charge for other 
bands being calculated from the 
charge set for Band D 
properties.  There is an 
argument for properties still to 
be in bands, to reduce the 
challenges made to 
valuations,96 with the charge 
being a percentage of the value 
at the middle of the band; but 
bands should not be so broad 
that going from one to the other 
makes a big difference to the 
amount paid.  Re-valuation, or 
re-banding, needs to be carried 
out on a regular basis.  This 
should not be a big deal, given 
the information on sold prices 
now collected by the Land 
Registry and freely available on 
the internet.  

 
These changes should reduce the 
amount that is charged on lower value 
properties, and increase it on higher 
value ones, so that those able to pay 
more make a fairer contribution to 
local government finances.  They 
would also increase the amount local 
authorities can raise though this tax, 
and thus make them less dependent on 
central government grants.  A further 
reform would be to make the tax 
payable on the value of land, rather 
than on the buildings built on it.  Such 
a land value tax would be applied to all 
land, not just residential property, 
replacing both the council tax and non-
domestic rates.97   
 
The other key tax on property in the 
UK is stamp duty, paid by the 
purchaser of any residential property 
over £125,000.  This discourages 
changes of ownership of property, and 

consideration should be given to 
abolishing it.  What is not taxed at 
present is the capital gains people 
make on their main residence.  
Removing this exemption and 
abolishing stamp duty would shift the 
tax burden onto those who have gained 
from the property market rather than 
those struggling to get into it.   
 
Inheritance tax is perhaps the only 
other tax on wealth in Britain.  
However, it has been dubbed the 
‘voluntary tax’ because it is so easily 
avoided by those able to afford tax 
advice, and according to some is only 
paid by around 3% of those to whom it 
should apply.98  The Green Party 
proposes reforming inheritance tax so 
that it applies not to the estate of the 
deceased but to those receiving an 
inheritance (or gifts during the donor’s 
lifetime).  The rate would depend on 
the income and wealth of the 
recipient.99  This would encourage 
people to distribute their wealth more 
widely, and - as gifts from private 
trusts would be included – the tax 
should be less easy to avoid.  Income 
from this tax could be used to set up a 
fund to give every person a lump sum, 
say at the age of 25.  This could be 
used to fund a deposit for buying or 
renting a home, evening up the 
difference between those with families 
who can provide them with money for 
deposits and those without.   
 
A more general tax on wealth, paid by 
the top 1% or 10%, would help to 
make us a more equal society, as 
would increasing the top rate of tax 
and taking steps to reduce the top rates 
of pay.100  Reducing inequality would 
in itself go a long way to help solve the 
housing crisis.   
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London	  and	  foreign	  investors	  
 
The housing crisis in London is unique 
in the extent to which foreign investors 
are driving up prices in central 
London.  This has a knock-on effect on 
other parts of London and the south-
east more generally.  London, and the 
City of London in particular, has 
become a tax haven, and is sucking in 
money from the global elite.  Making 
London less attractive for these foreign 
investors will be an essential part of 
tackling the housing crisis there.  At 
least two things are needed: 
 

• the ending of non-dom tax 
status, under which tax does 
not have to be paid on income 
received from abroad;101  

• reform of the City of London to 
increase its transparency and 
curtail its capacity to shelter 
foreign money.102 

 
A ban on the ownership of residential 
property in London, and perhaps in 
other parts of the UK, by foreign 
nationals not resident in the UK could 
also be considered.   
 

Regional	  economies	  
 
Alongside a reduction in the flow of 
money going into the London property 
market there needs to be a wider re-
balancing of the country to reduce the 
dominance of London and the south-
east.   
 
The government could take a lead from 
the BBC’s recent move to Salford and 
consider what functions and offices it 
could move out of London.  For a start, 
it could move military bases so that 
more personnel were stationed in the 

north of England: at present over half 
are based in the south-east and south-
west.103   
 
Central government should review its 
spending across the board to make sure 
that wherever possible it goes to less 
economically prosperous areas.  At 
present, for example, London and the 
south-east receive more than their fair 
share of funding on transport 
infrastructure, culture and science.  In 
2012-13 central government spent £69 
per resident on arts and culture in 
London, and just £4.60 per person 
elsewhere in England.104  A report 
published by IPPR in 2011 showed 
that London and the south-east 
accounted for 84% of planned 
spending on major transport projects, 
and the whole of the north of England 
just 6%.105  London and the south-east 
also receive more than their fair share 
of funding from the Research 
Councils, but interestingly the 
spending of Councils based outside 
London is more evenly distributed.106   
 
With the abolition of regional 
government there is no spatial planning 
in England above the level of district 
or borough councils.  In their pre-
election statement in 2015, the 
‘Highbury Group’ drew attention to the 
fact that England is the only major 
country in western Europe which has 
no national spatial plan.  They consider 
this to be grossly irresponsible: 
 

There is ... now no national 
assessment of the spatial 
distribution of the employment, 
housing or infrastructure 
requirements arising from 
population growth and 
migration and, consequently, 
no ability to plan funding to 
support this assessment. 
Instead, Government seeks to 
react to the uncontrolled 
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growth which may take place. 
The consequence is that in 
some locations there is a 
surplus of resources and 
capacity, and in others a 
deficit.107  

 
The coalition government supported 
winners rather than areas in decline, 
with the result that economic 
differentials between the south-east 
and the rest of the country have 
increased.   
 
A national spatial plan, and regional 
planning within that, is needed to 
rebalance the economy.  Together with 
appropriate funding, this will facilitate 
regeneration of areas in decline and 
refurbishment of their housing stock.  
This should reduce the need for more 
housing in London and the south-east, 
where it cannot easily be 
accommodated.   
 
As a submission by Sefton Borough 
Council to a House of Commons 
Select Committee put it in 2006, 
responding to a question about the then 
Government’s plans to boost housing 
supply:  
 

...in many parts of the north-
west and in Sefton, in 
particular, a lack of supply of 
private sector houses is not the 
problem. Rather, it is the 
quality and location of that 
housing, and the unbalanced 
nature of the market. There is a 
very strong case for the 
Government to look at 
rebalancing the employment 
markets to take account of 
housing supply and demand, 
rather than vice versa.108 

 

	  

Control	  of	  credit	  	  
 
As shown in Figure 4, mortgage 
lending seems to have been the main 
driver of the rise in house prices.  The 
amount of credit that can be extended 
to fund mortgages needs to be 
controlled to prevent another boom 
then bust.109  Even better would be the 
removal of the ability of private banks 
to create money by lending.  Instead 
the amount of money released into the 
economy should be controlled by the 
Bank of England.  That money could 
then be used for democratically-
determined purposes, which could 
include the construction of affordable 
housing.110 But this is an issue that 
requires much more space than this 
report allows.   
 

Provide	  more	  affordable	  homes	  	  
 
Providing more affordable homes – 
ones where rents are affordable relative 
to local incomes – is the obvious 
solution to a crisis in which housing 
has become unaffordable.  A big 
increase in the number of homes with 
affordable rents and secure tenancies 
will act as competition for the private 
rented sector, and along with better 
regulation of that sector will help to 
reduce rents there.  This in turn will 
make house-buying more affordable, 
as buying-to-let becomes less 
attractive. 
 
The decline in the stock of social 
housing needs to be reversed.  Funding 
for affordable housing has been overly 
reliant on ‘section 106’ agreements, 
the legal agreements between planning 
authorities and developers made as a 
condition of planning permission.  
These often require those developers to 
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provide affordable housing as part of 
their developments, or to provide 
funding for it to be built elsewhere.  In 
addition, councils should be allowed to 
borrow sufficient money to build 
affordable homes, or housing 
associations should be provided with 
the necessary funding as grants, to 
replace the homes that have been sold 
off.  The ‘right-to-buy’ – probably the 
greatest privatization of public assets 
introduced by Margaret Thatcher – 
should be ended, as is happening in 
Scotland and Wales.111  The current 
government’s commitment to extend 
the right-to-buy to housing association 
properties will be a disaster for 
everyone – except for the investors 
who will no doubt end up owning 
many of those homes, renting them out 
at much increased rents and receiving 
vast sums from the public purse in 
housing benefit payments.112   
 
There also need to be measures to 
enable people who have got into 
arrears with their mortgage to stay in 
their homes: a right to stay.  In 
Scotland, there is a Mortgage to Rent 
Scheme, under which a social landlord 
will buy the home of someone in 
mortgage arrears, enabling them to 
stay in their home and pay rent, and a 
Mortgage to Shared Equity Scheme, 
under which the Scottish Government 
takes a financial stake of up to 30% in 
a property, reducing the mortgage debt 
that needs to be serviced by the 
occupier.113  The previous Labour 
government introduced a Mortgage 
Rescue scheme in England, which 
similarly enabled people to stay in 
their own home and pay rent, though it 
was only available to vulnerable 
households such as those with 
children.114  It was discontinued in 
March 2014.  
 
Some people of course take matters 
into their own hands and do what they 

can to house themselves affordably.  
One way is squatting, discussed above, 
which should be decriminalized.  
Rather than sending in the police, local 
authorities should support people who 
are making use of empty property.   
 
In rural areas one way to house oneself 
affordably is to live in a ‘low-impact’ 
dwelling, such as a caravan or yurt.  
These are often illegal, as gaining 
planning permission is notoriously 
difficult.  Someone living in a yurt in a 
wood or a field should not be treated 
by the planning system as equivalent to 
someone who wants to build a 
conventional house in the open 
countryside.  In particular the planning 
system should make it easier for those 
who want to do land-based activities, 
such as smallholding and coppicing, to 
live on that land.115  The organization 
that has become an advocate for such 
people, Chapter 7 (named after 
Planning Policy Guidance 7, on 
planning in rural areas) stated: 
 

If we want a living and working 
countryside then we will have 
to find ways of providing more 
opportunities for low-income 
people to live and work in the 
countryside, particularly in the 
land-based occupations, which 
are what make the rural 
economy distinct from the 
urban one.116 

 
Planners are rightly sceptical of people 
who want exceptions to the normal 
restrictions on homes being built in the 
open countryside.  This is because too 
many homes that have been given 
permission as agricultural workers’ 
dwellings have, after a few years, 
managed to have the restriction that 
they must be occupied by an 
agricultural worker removed.  The 
argument used is generally that the 
dwelling is no longer required by a 
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worker on the farm that owns the 
property and attempts to sell the 
property with the restriction have not 
been successful.  This is no doubt 
because of the decline in employment 
in agriculture, and the fact that 
agricultural workers’ wages are 
generally too low to enable them to 
buy a house in the countryside, even at 
a discounted rate.  Rather than 
allowing these dwellings to become 
open-market housing they should have 
to be sold to a registered social 
landlord for the cost of their 
construction, with the land given for 
free, so that they become affordable 
rural housing.   
 

New	  private	  sector	  housing	  
 
While we do not see building new 
private sector homes as a major part of 
the solution to the housing crisis, this 
does not mean that no such homes 
should be built.  However, it is 
important that this housing provides 
other benefits to the community, such 
as regenerating derelict land, bringing 
empty buildings back into use, or 
providing particular types of housing 
such as sheltered or ‘extra-care’ homes 
for older people or co-housing. Co-
housing is a form of residential 
development designed to maximize 
social interaction (rather than to 
preserve privacy, which is usually the 
concern of planners).  Households 
have their own home, but there are 
shared facilities including a Common 
House, laundry, guest bedrooms, 
workshop, children’s play facilities 
etc., which mean that people’s 
individual houses can be smaller .117  
Planners should avoid the creation of 
estates of new housing without public 
transport infrastructure or community 
facilities.   
 

What can be achieved in terms of 
directing private housing to the right 
locations was demonstrated in the 
north-west of England by the restraint 
policies introduced in 2003,118 as 
discussed in section 3 of this report.  
The 2003 Regional Planning Guidance 
for the north-west restricted housing on 
greenfield sites and directed it to urban 
regeneration areas, including the 
centres of Liverpool and Manchester, 
which for decades had been losing 
population, and to brownfield sites 
elsewhere.  Developments had to show 
some community benefit, not merely 
that they were adding to the housing 
numbers.  The result was not a 
cessation of home building; instead, 
after years of decline, developers 
began building on derelict sites in 
places they had previously shunned.119  
Liverpool’s population actually 
increased by 6.1 % between 2001 and 
2011, with the greatest increases in the 
city centre and waterfront areas.120  
This followed falls in population in 
every decade since the 1930s.121  
Manchester has seen a similar decline 
since the 1970s turned into an increase 
in the first decade of this century.122  
However, the Localism Act in 2011, 
the National Planning Policy 
Framework and the abolition of the 
Regional Planning Guidance have 
removed the policy framework above 
the local level which directed 
development to brownfield land.  
Changes to viability assessments have 
meant that such land is now often 
considered non-developable and has 
been removed from the housing land 
supply,123 increasing pressure for 
greenfield development.   
 
The new houses that are built should 
be built to the highest environmental 
standards.  Homes built to Passivhaus 
standards, for example, require very 
little heating or cooling.124  
Developments should also be provided 
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with district heating systems and 
designed to maximize unshaded, south 
facing roofs for solar photovoltaic 
systems, which should be fitted during 
construction.   
Other measures to ensure that private 
sector housing meets the needs of local 
communities could include: 
 

• a far stronger, more proactive 
role for local authorities in 
identifying suitable sites for 
construction, and in ensuring 
high environmental and energy 
efficiency standards, public 
transport links, walking and 
cycling routes and community 
facilities, not just dormitory 
estates;   

• bringing transparency to the 
land and property market, by, 

for example, requiring all as yet 
unregistered land to be 
registered at the Land Registry 
and requiring the Land Registry 
to provide free access to its 
data;     

• public landowners disposing of 
surplus land into small parcels 
that smaller builders can 
purchase, rather than the 
current practice of selling to an 
increasingly small cartel of big 
builders; 

• indicators used to measure new 
housing should focus on 
whether actual need is being 
met, rather than simply the 
numbers of new homes.
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6.	  	  Conclusions	  
The UK currently faces a major 
housing crisis: fewer people can afford 
to buy; social housing has been sold 
off and little built to replace it; and the 
growing private rented sector is 
characterized by poor quality, high 
rents and insecurity.  The current 
situation has arisen because of the 
dramatic rise in house prices between 
the late 1990s and 2007.  At that point 
the ‘credit crunch’ intervened and 
prices fell.  Since then prices in many 
parts of the UK have been stagnant, 
but they have risen substantially in 
London and parts of the south-east.   
 
People’s lives are blighted by their 
inability to afford a decent home to 
live in.  The housing market in the UK 
at present also entrenches regional 
inequalities, perpetuates inequalities 
across generations, and helps to make 
us an increasingly divided society.  
There is a high cost to the public purse 
in housing benefit claims and the 
health and social problems caused by 
poor housing.   
 
Most commentators argue that the 
crisis is caused by insufficient housing 
having been built over past decades, 
and that the remedy is to increase 
housebuilding.  
 
We argue instead that the cause of the 
big rise in house prices was changes to 
the relative attractiveness of 
investment in housing as opposed to 
alternative investments, and, up to 
2008, the increasing supply of credit 
for mortgages.  It was the increase in 
the amount of money available for the 
purchase of housing, not the number of 
people seeking homes relative to the 
supply of housing, which caused prices 
to rise.  
 

The disproportionate rise in house 
prices in London and the south-east 
was also a feature of our increasingly 
unbalanced nation. We point to the fact 
that by 2000 there were in contrast 
‘low-demand areas’ in many parts of 
the UK: local areas where house prices 
were falling, leading to a spiral of 
neglect and decay, caused by 
overbuilding of new homes in adjacent 
areas.  Since then more than enough 
homes have been built for the increase 
in population, and existing homes have 
been extended and enlarged, so that we 
have more bedrooms per person than 
ever before.  The problem is the 
distribution of that housing, both 
spatially and by income and wealth. 
Some are ‘house-rich’, with many 
spare bedrooms and second homes, 
while others are unable to find decent 
accommodation.     
 
We argue that simply increasing the 
rate of housebuilding will not, in our 
very unequal society, mean that those 
homes go to the people who need 
them.  There are also costs and risks 
association with this solution.  
Building homes generates carbon 
emissions, both from the construction 
process and from the creation of all the 
things needed to go in them.  Building 
homes also uses land, perhaps 
increasing urban sprawl and the 
distances people have to travel to 
access services, or destroying valued 
countryside or urban green spaces, or 
potentially increasing flood risks.  
Plus, the experience of low demand 
areas here, and collapses in the housing 
market in Ireland and Spain following 
the banking crisis, demonstrate the 
risks of over-building: a crash in 
property prices, abandoned homes and 
dereliction.   
 
Instead, we have recommended eight 
measures to tackle the crisis of 
affordability and its underlying causes, 
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covering not just the policy areas 
normally considered under housing 
policy, but the benefits system, tax and 
investment policies, credit controls and 
regional planning.  
 

1. Make better use of the 
existing housing stock – by 
bringing empty homes into use, 
reducing second home 
ownership where this is an 
issue, decreasing under-
occupation in the owner-
occupied sector, and reforming 
the benefits system so that it no 
longer acts as a disincentive to 
people living together.  

2. Regulate the private rental 
sector – to control rents, 
improve quality and give more 
security to tenants, and to make 
investment in ‘buy-to-let’ 
properties less attractive. 

3. Increase the relative 
attractiveness of alternative 
forms of investment – to 
encourage investment in the 
low carbon future we need if 
we are to avoid runaway 
climate change. 

4. Reform property and wealth 
taxes – to, at a minimum, 
transform council tax into a tax 
on property, paid by the owner, 
as a percentage (set locally) of 
the value of the property. 

5. Reduce the attractiveness of 
London to foreign investors – 
by abolishing ‘non-dom’ status, 
ending the ability of the City of 
London to act as a tax haven, 
and perhaps by restricting the 
right of non-resident foreign 
nationals to buy residential 
property there. 

6. Rebalance regional 
economies – by moving public 
sector jobs out of London and 
the south of England, balancing 
public spending across all the 

regions of England, and having 
a spatial plan for England 
which directs economic growth 
to areas where house prices are 
low.  

7. Control the amount of credit 
available for mortgages – 
through regulation of the 
banking sector and/or reform of 
the way money is created.  

8. Provide more affordable 
homes - by allowing local 
authorities to borrow, providing 
grant funding to housing 
associations, ending the right-
to-buy, and by allowing people 
to house themselves affordably. 

 
New private sector housing should 
provide some benefit to the wider 
community, such as providing a 
particularly needed form of housing or 
regenerating derelict land, and should 
be built to high standards of energy 
efficiency and where possible 
incorporate on-site generation of 
energy. 
 
Some measures need to be taken at the 
national level, but housing problems 
are local, and require local solutions.  
Measures that are appropriate in 
central London will not be right for 
Newcastle, let alone for rural 
Northumberland.  Much national level 
action should be about enabling and 
facilitating local control: over rent 
levels, rates of property tax, dealing 
with empty homes, controls over 
second homes.  But local action, at the 
district or borough council level, needs 
to take place within a context set by 
regional planning, a level now entirely 
absent in England. 
 
The aims of these measures should be 
to:  
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a) ensure all have secure, good 
quality, genuinely affordable 
housing; 

b) reduce current inequality in 
wealth;  

c) achieve stable house prices; 
d) minimise environmental 

impacts; 
e) create strong communities 

throughout the country.
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