BUILDING A CRISIS

HOUSING UNDER-SUPPLY IN ENGLAND

This briefing note examines the housing supply crisis in England, drawing on Building a Crisis; Housing Under-supply in England, an HBF report written by economic advisor John Stewart. 

Long-term housing under-supply
Total annual investment in housing in the UK represents 2.3% of gross domestic product (GDP), consistently the lowest share in the developed world, and 17% of gross fixed capital formation. Total housing expenditure accounts for around 14% of GDP. Newly built private housing contributes around 1.2% of GDP.

180,000 people are employed directly in private house building in Great Britain. There are around 130,000 new home sales annually, valued at around £19 billion. 

There is now very clear evidence that far too few new homes are being built in England.

In 2001, total new housing completions in Great Britain fell to 162,000, the lowest for 54 years. Excluding the war years and their immediate aftermath (1940-47), completions were the lowest since 1924. Private completions in 2001 were the lowest since 1982. 
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	Housing stock
	Households
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	Households
	

	
	1981
	2000
	1981
	2000
	
	
	

	
	(000)
	(000)
	(000)
	(000)
	(000)
	(000)
	(000)
	(%)

	North East
	1020
	1127
	978
	1094
	107
	116
	33
	3.1

	North West
	2660
	2956
	2551
	2874
	296
	323
	82
	2.8

	Yorkshire & the Humber
	1901
	2144
	1827
	2121
	243
	294
	23
	1.0

	East Midlands
	1484
	1776
	1410
	1749
	292
	339
	27
	1.5

	West Midlands
	1941
	2206
	1860
	2178
	265
	318
	28
	1.3

	East
	1859
	2285
	1764
	2284
	426
	520
	1
	0.0

	Greater London
	2682
	3054
	2635
	3186
	372
	551
	-132
	-4.2

	South East
	2750
	3333
	2644
	3382
	583
	738
	-49
	-1.4

	South West
	1728
	2128
	1638
	2103
	400
	465
	25
	1.1

	England
	18025
	21008
	17307
	20972
	2983
	3664
	36
	0.2

	Wales
	1099
	1267
	1017
	1200
	168
	183
	67
	5.6

	Scotland
	1970
	2325
	1850
	2205
	355
	355
	120
	5.4

	GREAT BRITAIN
	21094
	24600
	20174
	24376
	3506
	4202
	224
	0.9


Source: Building a Crisis; Housing Under-supply in England. HBF, June 2002

The English housing stock expanded by 137,400 dwellings per year in the last five years, yet household growth averaged 196,500 per year in the four years 1996-2000. So another 59,000 homes per year were needed merely to keep pace with rising need, a 41% increase.

England’s housing shortfall extends back two decades. From 1981-2000, household growth in England averaged just under 193,000 per year, whereas the housing stock expanded by around 162,000 per year, a gap of 31,000 homes per year. 

In 1981, there were 4.1% more dwellings than households in England. This crude surplus had shrunk to 0.2% by 2000 and slipped into deficit during 2001. The housing crisis is most acute in London and the South East. Both regions now have substantially fewer dwellings than households, even before taking account of vacancies.

How many new homes should we build?

Future national new homes requirements will depend on population and household growth, demolitions, conversions, vacancies and housing stock conditions.

Alan Holmans, using the 1998-based population projections, estimated that 225-230,000 additional homes per year were required in England from 1996-2016.

Adjusting for the more recent 2000-based population projections, and assuming every household has a separate home, plus an additional 3% for vacancies, England will need approximately 215,000 new homes per year from 2001-2021.

Actual housing completions in England fell to 130,019 in 2001 and averaged 139,600 per year in the five years 1997-2001. If maintained, this rate of completions would meet only 60-65% of likely need over the next 20 years, an annual shortfall of between 76,000 and 85,000 homes per year, and a cumulative shortfall in excess of 1.5 million dwellings by 2021.

So England faces a growing housing crisis unless there is a dramatic increase in new house building. Past experience suggests the planning system’s response to this emerging crisis will be slow and inadequate. 

A decade from now, and probably much sooner, Britain will see a mirror image of the current rail and health service crises. Repairing the housing crisis, built up over more than two decades, will take many years, and probably several decades. The longer it is ignored, the greater the economic and social damage, and the longer it will take to repair. But unlike health, education or public transport, an increase in private house building would not require additional public expenditure. Indeed, it would generate a substantial increase in public revenue.
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