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I
Introduction
Whenever there is a property boom in this country attention turns to the
shortcomings of the town and country planning system. If people want
homes, the cry goes up: ‘why can we not build enough to meet the demand
at reasonable prices?’ It is a good question, and it badly needs an answer.
Along with the NHS, the planning system is one of the few survivors of
the post-war Attlee Government’s project to create a planned economy.
In those years of austerity, the new system was supposed to ensure that we
built the homes we needed, just as the NHS was to provide everyone with
adequate healthcare.
Not since the 1960s, however, have the planners been allowed to redevelop
city centres or build new towns. In the 1980s, after the Tories took responsibility for most social housing away from councils and gave it to independent
housing associations, the planners’ involvement in homebuilding dwindled
still further.
But the system itself, with its ten-year plans and byzantine bureaucracy,
remains anchored in the era of nationalisation and state control. Even more
than the NHS, the bureaucracy of planning has changed remarkably little
since it was first introduced in 1947. Hence the complaints that the planners
cannot keep up when the market booms, and are too slow in dealing with
the private sector as it tries to meet public demand.
Why can we not build enough homes? It hardly requires rocket science to
put up a house. There are no technical or financial constraints. The
Government has recently complained loudly about the supposed inefficiencies of the building industry, and it is true that many of its methods are
outdated. The industry is hampered at the moment by shortages of both
labour and skills. As an explanation for the housing shortage, however,
these are a complete red herring.
The real shortage which bedevils the housing market is one of land with
planning permission, and it is most acute in the places people most want
to live.
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This is not the same as saying that there is a shortage of land that could be
built on. Even in London and the South East there are acknowledged to be
plenty of brownfield sites, ripe for redevelopment. More controversially,
there is plenty of underused farm land, much of it lying idle at public
expense, which cash-strapped farmers would be only too happy to release
for building if the planners would allow it.
This is a political problem, and it will require political will to overcome it.
Yet, for all the system’s faults, would-be-reformers need to beware.
For one thing, it would be quite wrong to lay all the blame for high house
prices at the door of the planning system. During the recent boom, the
unusual combination (for Britain) of a strong economy and low borrowing
costs has contributed at least as much to housing inflation as any shortage of
available accommodation. In regions like Wales, Scotland and the North, the
pressure for new building is subdued, yet prices have still risen sharply over
the last five years.
Abroad, too, property prices have increased rapidly in most major countries,
largely irrespective of their planning systems. The United States, Australia,
France and Spain all have building controls which are more lax than ours,
but the cost of housing has risen strongly in all of them. The only significant
exceptions to the trend have been Japan, Germany and Hong Kong.
Nor is it true that the planners never allow enough housing to be built.
The housing shortage is worst in London and the Thames Valley, but there
is no great shortage of commercial property in these areas. The property
shortage is largely confined to one sector, housing – and to one region, the
South East of England.
The other reason to tread warily is that, for all its failings, the planning system
continues to enjoy strong popular support across the political spectrum. As
any politician knows, the key factor here is that the system not only protects
people’s views; it protects their wealth as well. 69% of households are
owner-occupiers, and they perceive it as being very much in their interest
that prices should continue to rise – and certainly not fall.
Such is the English passion for investing in bricks and mortar that even those
who have yet to get on to the housing ladder tend to think of property
inflation as beneficial. After thirty years during which the cost of most
2
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homes has doubled or more in real terms, a planning free-for-all could
wreak financial havoc.
Business, too, has a huge vested interest in the present system. Supermarkets
and housebuilders often complain about the delays and bureaucracy of
planning. But their investment in sites and landbanks is such that both
would be nervous of a significant relaxation of the rules.
These vested interests are, in turn, buttressed by environmental considerations. Politically, this combination of vested and public interest is
unbeatable. As governments of both parties have discovered whenever they
have broached the subject, there simply is no significant constituency for
radical change to the planning system. Yet when even doctors find it too
expensive to live in many areas, and lower paid workers are forced to
commute for hours every day, the system clearly is not working. And the
impact of this extends far beyond first-time buyers and the low paid in the
South East.
With so many people’s finances dependent on the value of their home, the
boom and bust cycle that has come to characterise the housing market is
highly destabilising for the entire economy. When property booms, interest
rates have to be held above those in other major economies for no other
reason than to keep house prices under control. But if prices then slide,
confidence plummets and we usually have a recession.
If it were not for pressure in the housing market, there is little doubt that
interest rates would be well below current levels. The burden this imposes
on sectors such as manufacturing and farming, which are exposed to international competition, is considerable. High house prices also impede labour
mobility. In prosperous areas, this hits not just the public services but also
private employers looking to take people on.
None of this, though, ever seems to make much difference to the planners.
They continue, as they always have, to run on plans, not demand. It is their
inability to respond when the two get out of kilter that causes much of
the trouble.
Given the overwhelming political consensus behind the planning system, it
would clearly be unrealistic to expect any party just to let the market rip.
This leaves two possible approaches to reform.
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One is for the government to step in occasionally from on high, when the
system threatens to grind to a halt, and demand emergency action. Essentially this is the approach adopted by John Prescott in his recent policy
document, Sustainable Communities. In this he decreed that, to tackle the
acute housing problems in the South East, an extra 200,000 new homes, over
and above those already proposed, should be built over the next ten to
fifteen years in four designated zones across the region. This is to go hand in
hand with a reweighting of the planning system giving more power to
Whitehall. The Prescott plan will be discussed in Chapter V.
But will such a top-down approach work? The alternative, for which this
pamphlet will argue, would be to free up the system with a series of incremental reforms, to try to make it more responsive to local pressures before
they become acute. The aim would be to make planning more flexible, while
still retaining many of the protections and controls that all sides value. Some
steps to end this are outlined in Chapter VI.
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The system
It was opposition to ribbon development in the 1930s that first led to calls for
comprehensive controls on building. However, the Town and Country
Planning Act 1947 went a lot further than anyone had envisaged before the
war. It provided not just for the control of development, but also for its
nationalisation.
Nationalisation was first seriously mooted in the Uthwatt Report of 1942,
which called for planning controls as part of a wider scheme for the state to
take over all development. After the war, this, broadly, was adopted by
Labour as part of its grand plan for national reconstruction. The 1947 Act
vested all development rights in a Central Land Board, and levied a 100%
tax on private development gains. At the same time it introduced controls
not just on development, but on the use of all land and on existing buildings
as well. Agriculture, alone, was exempted from the new regime.
But whereas the planning system introduced in 1947 has endured broadly
unchanged to the present day, the nationalisation of development never got
off the ground. The provisions of the Act which allowed for it were repealed
by the Tories in 1953.
There then followed a prolonged game of political ping-pong over the issue,
lasting the best part of thirty years. In 1967 Harold Wilson introduced a
Land Commission to undertake publicly-funded development, which the
Tories abolished in 1971. This was followed, when Wilson returned to office,
by the Community Land Act of 1975 and the Development Land Tax Act of
1976. These, in turn, were both effectively reversed by Mrs Thatcher, after
which the subject finally dropped off the political agenda.
As the historical record shows, when planning was first introduced it was
never envisaged that it would function in isolation from the development
process. Because of the failure of nationalisation, however, that is how it has
evolved. In Britain planners make detailed plans but, by and large, they do
not carry them out.
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The current system
Planning applications are made to the local council and decided by its
planning committee. A threefold set of rules governs the decision – the law,
the council’s own development plan (which differs for each locality), and
government planning guidance. If an application is refused, and the rules
and plans have not been followed, the decision may be overturned on
appeal to a planning inspector.
The fundamental purpose of planning is to control development. Naturally,
this tends to reflect contemporary political priorities, national and local.
(These can range from the neighbour’s concerns to the need for a new
national airport.) British plans go into great detail on a whole range of issues.
Planners here regularly specify precisely what sort of shops, offices and
factories are required and where, and even how large or small new houses
and flats should be. Other countries’ systems tend to be simpler. Typically,
the rules will say what can be built and where, and sometimes what cannot.
British planners also frequently stray into areas that, elsewhere, would have
nothing to do with development control. For example, local authorities often
use their planning powers to try to influence the mix between blue and
white collar jobs in their areas. They also can - and do - use the system to
discriminate between private and state educational facilities, and between
private and public housing.
The vehicle for all this is the local development plan, which all local authorities are meant to prepare every decade. These weighty documents typically the size of a small telephone directory - are supposed to reconcile
local policies and requirements with national planning guidance, a large
amount of which issues from Whitehall.
Presiding over the system are the planning inspectors. These luminaries
hold public hearings into local plans and also hear individual planning
appeals. As part of the Whitehall system, the Planning Inspectorate is
answerable to, and can be overruled by, ministers. But that rarely happens.
In practice, as quasi-judicial officers, the inspectors enjoy considerable
independence.
The system should be clear-cut, but over the years it has become complicated and slow. Local authorities do not keep their plans up to date, and
6
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frequently ignore national policy if it is not to their liking. When they
consider local plans and decide appeals, inspectors often find themselves
having to adjudicate between local and national policies that flatly
contradict each other.
This, in turn, has opened the way for the courts to become ever more
involved in planning cases, through recourse by aggrieved parties to judicial
review. The trend, led by pressure groups like the Council for the Preservation of Rural England (CPRE), is increasingly to question the ‘sustainability’ of all development, even on brownfield sites.
The Government now proposes to rebalance the system, and this is
discussed in Chapter V. Its new regional assemblies will take much of the
planning role of the counties and their writ will be enforced on the districts
and boroughs. Since the English regional assemblies are currently appointed
bodies, the overall effect will be to weight the system in Whitehall’s favour.
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III
How bad is the housing problem?
Put at its simplest, the British housing problem is that there is not enough
of it where it is needed. Especially in the South East, scarcity has pushed up
prices to the point where those on low incomes, including many so-called
‘key’ public service workers, cannot afford to buy a home.
Yet hostility to building ‘in my backyard’ is as strong as ever. Those who
already have a foot on the housing ladder can afford to take this view, and
enjoy the view. Even many who do not own property share the widespread
fear that any more housebuilding would result in the countryside being
concreted over.
To try to get an idea of the extent of the problem, one has to consider, not
just the statistics, which are often confused and contradictory, but also a
range of other factors such as prosperity, affordability, quality and the
imbalances between the regions.
The statistics
It does not help that the statistics on population growth and future housing
need are so confusing. Officially, the debate revolves around the number of
extra households the Government expects over the next twenty years – the
so-called household projections. These in turn are based on a further set of
projections for the overall population.
In both 1998 and 2000, the official population projections were revised
upwards. Then, last year, the results of the 2001 census indicated that, in
England alone, there were one million fewer people than previously thought.
This was put down to higher than expected emigration. To add to the
confusion, however, the census also found that more people than expected
had arrived! Net migration was revised upwards to 97,000 a year, 50%
higher than previously thought. And, since arrivals and departures are not
individually recorded, even this may not be the whole story. Using Home
Office figures, the independent monitoring group MigrationwatchUK
recently calculated that net immigration, legal and illegal, is now running
as high as a quarter of a million a year.
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All of this means that the figures can best be described as up in the air. When
projections are so long term, any change in the assumptions on which they
are based (and these are big changes) could have a significant impact,
twenty years hence. So, too, could changes in social trends. One of the most
important of these is the upward shift in life expectancy, which is most
unlikely to change. But others, such as the divorce rate, the age at which
young people leave home, or family composition, are far harder to predict.
Yet the basic assumption, from which all policy flows, is that the planners
are supposed to be able to forecast future housing need, and provide accordingly. If the authorities do not know, quite literally, who is coming, who is
going and who is staying put, any such exercise is obviously liable to be
subject to significant error.
Government planners are prey to such muddle. In the recently published
policy document Sustainable Communities, Mr Prescott produced the
Government’s latest thinking on household growth, albeit without
explaining how it had been arrived at. For the foreseeable future, the official
expectation is that the number of households in Britain will rise at the rate of
155,000 annually, whereas net housing completions (i.e. new houses) are
currently running at some 120,000 a year.
Non-demographic factors
Even if Whitehall has got its demography right for a change, however, these
figures are still likely to underestimate the future pressure on housing.
When the planning system was established, rationing was commonplace:
need rather than demand was the basis of much of the economy. Today we
have a housing market in which not just demography, but all sorts of other
factors play a part. Much of the demand for housing today arises from
increasing wealth, and from regional disparities in growth. But these crucial
factors are given little weight in the planning system.
The system’s failure to respond to recent economic conditions has been
particularly striking. As mortgages became cheaper and prosperity
increased in the 1990s, the demand for new and existing housing soared. Yet
not only did builders fail to respond, but supply actually fell.
This was not because the builders did not want to supply a booming market,
or were hoarding expensive land, as has sometimes been alleged. In fact,
9
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they have been using up land suitable for building faster than they can
replace it. The latest research from FPD Savills shows that developers’
holdings of land with planning permission have fallen by 32% since 1999.
Unsurprisingly, the number of planning permissions available has a direct
bearing on the number of homes built. Between 1994 and 2000 housing
completions were almost static, before falling to their lowest levels for 54
years in 2001.
Social housing
In the 1980s, council house building dwindled virtually to nothing as the
Government transferred responsibility for new social housing to
independent, non-profit making housing associations. These housing
associations build and run low-cost housing. They get their funds from the
Government-funded Housing Corporation and by raising loans from the
private sector.
Rapidly rising prices and the shortage of planning permissions have hit the
social housing sector especially badly. In the period 1946-1981, between
100,000-200,000 new council homes a year were built, sometimes more (see
Appendix 1). The comparable figure for housing associations and other
social landlords today is about 20,000 a year. The recent boom has
highlighted just how inadequate the supply of affordable housing now is.
This is partly because of a shortage of resources. But it is also because
housing associations have to compete for land in a market driven by
scarcity. We return to this in Chapter VI.
Housing quality
Scarcity also has an impact on the quality, as well as the quantity, of housing.
In 1996, 7.5% of the English housing stock was officially judged as unfit, and
14.2% as in poor condition.
Yet although our homes cost us dear, we actually spend a lower proportion of
our GDP on investment in housing than any other major Western country.
In fact, the standard of British housing is among the worst in the developed
world. After Belgium, the UK has the highest percentage of pre-war stock in
Europe. We also have the fourth smallest area of floorspace per dwelling in
10
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Europe (80 sq. metres) and the highest number of rooms. Far from being his
castle, the average Englishman’s home is a series of very small rooms. With
just under 15,000 unfit houses a year being demolished out of a total stock of
over 22 million, it will be a long time before things improve: at the current rate
a house built today will have to last nearly 1500 years!
Regional imbalances
Although house prices have risen sharply in popular areas in the North and
South, there is no doubt that the shortage of planning permissions is most
acute in the South. As the UK’s most buoyant region, the South East in
particular continues to attract population . Yet its share of private housebuilding actually fell during the 1990s. Land registry figures show its share
of national home sales declined from over 25% in 1996 to under 22% in 2002
– and this at a time when housebuilding overall was either static or falling.
Other figures from the recent past show how growth in the South has been
consistently underestimated by the planners. Between 1996-2000 the number
of households in Greater London grew at an annual rate of 46,000 a year,
compared to a projected 25,000 a year. Growth also exceeded the projections
in the rest of the South East, the South West and East Anglia, though not by
so much.
As the graphic in Appendix 2, which is taken from Sustainable Communities,
shows, the shortage of new homes identified in the Government document
is, in fact, concentrated almost entirely in the South East. Unsurprisingly, it
is worst in London. The capital is said to have an outstanding ‘unmet need’
for 112,000 homes, with future household growth expected at the rate of
20,700 a year. Again this seem likely to prove an underestimate, given that
in London household growth has recently been running at twice that level.
By contrast, in the Midlands and South West the provision of new homes has
been roughly in line with household growth. And in the North housebuilding has run ahead of household growth; hence the problem of houses
being abandoned in run-down areas of Northern cities.
Yet many still claim that problems with housebuilding do not really matter.
They argue that the impact is marginal because new homes add less than
one per cent to the total housing stock each year, and account for only
around 10% of house purchases.
11
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As any estate agent knows, however, if eleven people are chasing ten
properties, prices across the board will be bid up by more than 10%. In
housing, more even than most other markets, the margin between supply
and demand is crucial. In maintaining this balance the supply of new
housing is pivotal, and nowhere more so than the South East.
The people who suffer when the market becomes badly unbalanced are not
the rich, or the prosperous middle classes. Nor is the pinch felt at the very
bottom of the economic ladder, the so-called underclass, who usually have
social housing. It is the low paid, in the public and private sectors, who, to
use a favourite Blairite term, are excluded by the planning system.
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IV
Tackling the misconceptions
Two points are always raised when the question of housebuilding is
discussed: why can we not spread growth around more, instead of allowing
it to be concentrated in the South East; and why can we not ensure that new
development is built in existing towns or on so-called brownfield sites, such
as redundant buildings and derelict land.
Spreading growth around
Huge sums have recently been spent on regenerating cities such as
Birmingham, Manchester, Liverpool and Leeds, all of which now have
greatly improved housing and other amenities. But while this investment
may have reduced the numbers leaving the Northern cities, most are still
losing population.
The bulk of the outflow is to surrounding areas, but a significant proportion
of those leaving go South. 12% of the increase in the population of London
between 1991-98 was accounted for by migration from the North and
Midlands. Just as heavy industry once powered the North, so the rise of
services such as tourism and the City has drawn people to the South.
These activities thrive on agglomeration, and are not easily redirected by
planners. No investment bank, for instance, wants to be more than a few
miles from the City, just as major airlines want to be at Heathrow, and international technology companies favour the M4 corridor.
Back offices are easier to relocate, but nowadays those that move are as likely
to go to India or South Africa, as to Glasgow or Liverpool. Attempting to
redirect growth by discouraging development in dynamic areas is like
attempting to force traffic on to the railways by stopping new roadbuilding.
It can only work to a limited extent, and at a substantial cost in terms of
congestion, high prices and lost economic growth.
Greenfield versus brownfield
Britain has the second highest proportion of people living in urban areas
(89%) in Europe, and the sixth highest in the world. But our cities are big
13

Richard Ehrman and Crispin Kelly
rather than dense. London, for instance, has under half the number of people
per square kilometre of Paris.
A study by the Department of the Environment in 1995 reckoned that
England’s urban area would increase from 10.6% of the total in 1991 to 11.9%
in 2016. That sounds innocuous, but would still be an increase of an eighth
in the size of our towns and cities, over a period of 25 years.
Since then, the official emphasis has switched much more to the reuse of
brownfield sites, and increasing the density of new development. In the
period 1996-2000, 54% of new homes in England and Wales were built on
brownfield sites. In 2001 the Government met its target of raising that to 60%
several years early – but only because housebuilding overall was falling,
with greenfield sites down by 20% in five years.
Meanwhile, more land is being designated for one form of protection or
another. Areas of outstanding natural beauty now make up 16% of the
countryside, a further 12% is green belt, and 8% is covered by national parks.
Of England’s 1.65 million hectares of green belt, just 0.02% is lost each year
to residential development and half of that had previously been in some
form of urban use.
With the aid of higher densities and the faster development of brownfield
sites, would it be possible to increase the pace of housebuilding while
minimising the impact on the countryside?
A quick look at the economics of housebuilding might help at this point.
Statistics from the Nationwide show that in 1973 the average price of a new
home in the Outer South East (i.e. excluding London and its suburbs) was
£12,448. By 2002, this had risen to £147,770.
Meanwhile, the price of agricultural land is currently £2,500 an acre, which
equates to £6,000 a hectare. If, for the sake of argument, a volume builder
could obtain land at that price, and build at the Government’s recommended
density of 30 units a hectare, he could probably produce each house for
around £60,000. Add a profit margin of 15%, and the selling price would be
around £70,000 – i.e. half the current going rate in the South East.
This is a hypothetical example, since builders cannot obtain land with
planning permission at agricultural prices. But it does show how affordable
14
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housing could be, if it were not for the shortage of planning consents. It also
serves to put the argument about brownfield versus greenfield building into
perspective.
In economic terms, greenfield building is cheap because it is quick and lends
itself to volume. The so-called externalities involved, principally extra roads,
are easy to quantify and a substantial contribution can be extracted from the
developer. If the aim is purely to provide more housing quickly at affordable
prices, then greenfield development wins every time.
Brownfield development spares the countryside, but is slower and more
expensive. Even if they do not have to be decontaminated first, brownfield
sites will almost always be more complicated than virgin land. The externalities involved also tend to be harder to compute, because upgrading
infrastructure in crowded areas is often more difficult than starting anew.
Land reclamation is a laborious and costly business. To sort a site out might
cost £20,000 per acre, or hundreds of thousands of pounds per acre.
To provide the resources to upgrade expensive facilities like railways and
tubes, brownfield development would have to be permitted at far higher
densities than public opinion is currently prepared to contemplate. The
recent rows over a series of tall City office blocks in London suggest that,
even in the largest cities, we remain suspicious of high buildings.
Builders, planners and conservationists argue furiously over what the ratio
between greenfield and brownfield should be. There seems to be tacit
agreement, however, that the Government is unlikely to beat its 60% target
for new housing on brownfield sites, unless housebuilding overall continues
to stagnate or even fall.
Sometimes lost in the argument between brownfield and greenfield is the
‘in-between field’, usually known as infill. Many villages, particularly those
with good transport links, can absorb well-designed new housing which
meets local needs and maintains the community.
If the Government is to have any hope of providing enough housing,
acceptable ways must be found to increase not just brownfield development,
but also the greenfield and ‘in-between field’ varieties, especially in the
South East.
15

V
The Prescott plan
John Prescott’s proposal for 200,000 more homes than previously planned
for the South East made the headlines when he produced his recent
proposals for regional plans, Sustainable Communities. Before his ten-year
transport plan hit the buffers with such a bump, Mr Prescott used to be
reckoned something of a darling among the environmental lobby. It is to his
credit that the Prescott plan for homes will surely have put paid to that.
Sustainable Communities is excessively bureaucratic and suspicious of the
private sector, but it is not environmentally correct. It has little time for
either of the two fallacies discussed in the last chapter. Nor – and this is its
greatest strength – does it dodge the scale of the problem it is trying to
tackle: 200,000 new homes in the South East (if they get built) would
undoubtedly make a significant impact on the region’s housing shortage.
So will they ever get built? Sustainable Communities calls for all the extra
development to be concentrated in just four locations: Thames Gateway on
the Kent and Essex banks of the Thames estuary; Ashford, also in Kent; the
M11 corridor between Stansted and Cambridge; and the South Midlands
around Milton Keynes.
These plans, though, are only one side of the Prescott coin, the other being
the Planning Bill currently going through Parliament. Under this, local
authorities’ ability to frustrate Whitehall’s housebuilding plans will be
drastically curtailed, thus in theory allowing Mr Prescott to impose his plans
whatever the councils concerned may say.
The Planning Bill
That, of course, is not how the Bill is presented. Instead its aim is said to be
to ‘speed up the planning system while improving the involvement of local
communities’. To this end it provides for:
• faster handling by Whitehall of major infrastructure projects;
• the removal of the county councils from most aspects of the planning
system, including – crucially – housebuilding. Their place will be
taken by Labour’s new regional assemblies. With the exception of the
GLA in London, these assemblies are all appointed quangos;
16
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• the replacement of local development plans with new, supposedly
simpler, local development frameworks. Whether these really will be
simpler remains to be seen. It is, though, already clear that they will
be subject to overarching control by Whitehall;
• the introduction of business development zones to fast track development in areas where employment is weak; and
• the introduction of a statutory purpose for planning to promote
sustainable development.
The net effect of these changes will be to increase greatly Whitehall’s control
over the local planning system.
Some problems with the Prescott plan
Political risk
The obvious objection to Mr Prescott’s Bill is that, whatever else it may be
about, it patently is not going to increase the involvement of local communities in the planning process. By removing the counties from the equation,
and greatly reducing the power of the districts and boroughs to resist
Whitehall on planning matters, the idea seems to be that ministers and their
client regional assemblies will find it easier to impose centrally set housing
targets on local communities.
This might seem bureaucratically attractive, but it could easily prove
counterproductive. If local interests and objectors feel they have been denied
a fair hearing and respond by going to court, then delay and confusion will
get worse, and the whole object of the Bill will be defeated. With the courts
now so involved in planning issues, bypassing local opinion is a risky
option. The effect of the Bill, overall, will be to make the planning system
even more dirigiste or top-down.
Lack of provision for infrastructure
The idea of concentrating development on one or more new towns is hardly
new. But the Prescott plan calls for growth areas, not new towns, and the
distinction is important.
17
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Unlike ad hoc development on the edge of existing settlements, a large new
town would provide the economies of scale to pay not just for the schools
and other public facilities it would require, but also for the transport infrastructure. A new town could be a genuine public/private partnership,
financed by a levy on either land sales or the finished homes.
One would have thought that this would appeal to Labour. But, with the
possible exception of Thames Gateway, which will have two development
agencies, Mr Prescott seems to be talking about ad hoc expansion, not new
towns on the traditional model, masterminded by a corporation and paying
for their own infrastructure. Instead the road, railways and other facilities
for these new developments will have to be financed largely out of existing
programmes.
If Mr Prescott had announced new railways to go with the 200,000 extra
homes, it would have bolstered his claim that his new communities will be
genuinely sustainable. In his statement he talked of providing ‘seed corn
investment’ of £466 million for Thames Gateway, and a total of £164 million
over the next three years for the other three areas. Given the scale of what is
envisaged, these sums are not so much seed corn as chicken feed. If the
growth areas, three of which are some way from London, have to rely on
allocations from the budgets of Network Rail and the Highway Agency, they
will be very badly served.
Considering the rise in land values that will occur if the Prescott plan
becomes reality, it is ridiculous to have no clear mechanism for recycling at
least some of the profit into the services these new homes will require.
Whereas the new towns of the 1960s made money out of housing and
ploughed that into infrastructure, there appears to be no such framework for
the new growth areas.
No fundamental reform
Strip away the verbiage which permeates the document, and it is hard to
avoid the conclusion that the Prescott plan is attempting a quick fix for a
system that has fundamental flaws. Faced with any obstacle or difficulty, it
invariably opts for the Whitehall mandarins cure-all, greater centralisation.
Yet on the most central question of all, what the role of planning should be
in a modern market economy, it is virtually silent.
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One repeatedly gets the impression that the Government is not really
concerned with making the planning system more flexible or development
more acceptable. It seems to start from the assumption that, except perhaps
in Thames Gateway, any extra housebuilding will have to be forced down
the throats of those designated to receive it.
True, it talks a lot about partners, and even local partners. But most of the
important partners turn out to be quangos. The proposed South East
Regional Housing Board, which will mastermind the growth areas, will be
chaired by the Government Office Regional Director and ‘will include representatives from the Housing Corporation, the Regional Assembly, English
Partnerships and SEEDA’, the South East England Development Agency.
None of these are elected bodies.
In a highly centralised country like ours, it is inevitable that the Government
will be involved in planning matters. Major roads and all railways are a
central responsibility, and so are many aspects of health and education. But
Whitehall’s interfering instincts have not done any of them much good, and
it is deeply alarming that the Prescott plan will make the planning system
even more centralised.
The man from Whitehall does not always know best, and when it comes to
local issues he often has very little idea what he is talking about. The
question of flooding at Thames Gateway is a case in point: this is meant to
be the largest of the four growth points. Yet it seems to have come as news
to Whitehall that it is particularly susceptible to flooding.

19

VI
An alternative approach
If the Government really wants to speed up the planning system it should be
trying to make it more flexible and responsive, not less. It has to be made more
worthwhile for local communities and councils to allow new housing. And
that, in turn, will only be possible if ways can be found to make development
acceptable, and even attractive, rather than always forcing it through.
Encouraging more brownfield development: mixed uses
Although the Government constantly says that it wants more brownfield
development, it has done little to encourage it. In the South, at least, obtaining
planning permission is not noticeably easier for brownfield sites.
Nor are there any meaningful tax advantages to offset the extra cost of
developing them.
As far as planning permission is concerned, far too much time tends to be
spent arguing about the precise use of new development; how much social
housing it should contain as compared with private, how much employment
space, what sort and size of shops and so on. Years can be taken up in these
discussions. One of the simplest ways to speed the process up, and boost
housebuilding on brownfield sites, would be to relax the strict distinctions
between commercial and residential uses. That would mean adopting a much
more flexible approach to mixed development.
In the period 1994-8, when the office market last slumped, 10 million square
feet of London offices were switched to residential use. According to Savills,
as of January 2003 19.7 million square feet of office space were vacant in the
area covered by its Central London Property Report. In addition another 12
million square feet were planned but not yet started.
Yet most local authorities continue to treat suggestions that offices should be
converted into homes, or that mixed uses should be allowed in so-called
‘employment zones’, with huge suspicion. A substantial amount of space
could be quickly brought into residential use if these archaic restrictions were
abolished.
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We have been slow to learn from the failure of zoning in this country. A
lively, well- integrated town is best achieved by the traditional mix of urban
terraces, not government funded regeneration; by mixed uses and tenures,
rich and poor living cheek by jowl, owners and renters, social housing and
private, all muddled in together.

Within the M25
The Prescott plan says very little about development within the M25. There
is a vague reference to increasing densities in Central London, but that is
about all.
Suburbia is supposed to be precisely the sort of development that is now
considered ‘unsustainable’, and, indeed, much is made of how the proposed
growth areas will be free-standing and self-contained. But believing that
requires a leap of faith; Mr Prescott’s growth areas sound remarkably like
traditional dormitory suburbs, and far-flung ones at that.
Yet the M25, which is London’s effective outer limit, contains within it large
areas of undeveloped land. Much of this is of minimal scenic value and
could easily be developed. Doing so could also produce a windfall for
London’s hard-pressed transport system, and especially the Underground,
if the right mechanism was put in place.
According to DEFRA figures from June 2001, there is a total of 58,900 acres
of agricultural land within a radius of 16 miles from Trafalgar Square. Under
the Government’s density guidelines this land could, in theory, accommodate at least 700,000 new homes. At the moment it supports a grand total
of 25,000 farm animals, and some arable crops. 11 per cent of it is on set
aside, producing nothing at all (see Appendix 5).
Infilling within the M25 would obviously be sensitive politically, but the
Prescott plan has surely missed a trick by not even considering it. And by
also failing to consider what could be done to provide more homes in
London itself, it has handed the environmentalists an obvious stick with
which to beat it.
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Planning gain
Another brake on brownfield development, and indeed any large-scale
proposal, is the time it takes to agree the so-called planning gain a developer
should provide. Planning gain started out as a contribution to the connected
costs of a development, for instance to any road changes required. Over the
years it has developed into a form of ad hoc tax, effectively levied by councils
on developers in return for planning permission. Sometimes it is paid
in cash, sometimes in kind. The ‘rate’ at which it is demanded varies
enormously from place to place, and even year to year.
One reason planning gain is now so complicated is that it has become bound
up with the issue of social housing. Many authorities now demand that a set
proportion, which can be as high as 70%, of all new housing be designated
affordable. Some also demand contributions to the cost of schooling the
children who may (or may not) occupy the affordable housing!
More social housing is certainly needed (see Chapter IV). It is clear, too, that
if local authorities are to accept new development there must be something
in it for them. But the way planning gain has evolved is both bureaucratic
and unpredictable. For many brownfield projects, the quid pro quo demanded
can be crucial to deciding whether or not they go ahead. If too much is
demanded, less new housing will be built or the land will be used for
commercial development. Lord Falconer, when he was planning minister,
proposed codifying planning gain. That has now been abandoned by John
Prescott, but if the Government is serious about encouraging more urban
development it needs to look again at this whole area of tax and incentives.
One obvious, but contentious, move would be to levy VAT (perhaps at 5%)
on greenfield development, and exempt brownfield. This would immediately shift the odds in the latter’s favour. But the muddle over planning gain
also needs to be sorted out. Builders need to know what will be demanded
of them before they work up expensive proposals.
Affordability
Even the flintiest hearted nimbies usually accept that we need more low-cost
housing. As we discussed in Chapter III, over the last 20 years social housebuilding has suffered a double whammy. The amount of Government cash
going to housing associations in the 1990s fell by over a half, just as land
prices doubled or more.
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Housing associations are now getting more money, but not much more. In
2003-4, they are due to receive just two thirds of the amount in cash they got
ten years earlier. Some of the gap has been made up by commercial
borrowing. The planners, too, have stepped into the breach by requiring that
development be earmarked for social housing – and increasingly for socalled ‘key’ public sector workers.
In towns, where the amount of land on which building can take place is
obviously limited, these demands have to be met at the expense of owners
of land and ordinary homebuyers. In this respect, ‘key worker’ housing is
really just a way of subsidising low-paid public sector workers, at the
expense of their even lower-paid counterparts in the private sector.
In villages, housing associations are able to take advantage of a dispensation
whereby planning permission can be granted for land on which building
would not normally be permitted, provided it is for social housing. The
owner of land receives perhaps a little more than the agricultural value of his
property, and all sides are happy. It is a painless subsidy and provides a
much needed boost for affordable housing in rural areas.
In general, though, social housing remains the Cinderella of the property
sector. The Government has signalled that it does not want to pay for low-cost
homes. But trying to force the private sector to make up the shortfall, which is
its current approach, will simply deter housebuilding in general. Undoubtedly,
the best way to provide more affordable accommodation would be to build
more homes overall, thus relieving the pressure on all sectors.
One of the most depressing aspects of the current approach is its unimaginative attitude to social housing, always requiring the same set quota to be
built in the same way by much the same providers.
It would be better to find new ways to encourage greater investment in
social housing, and also a wider mix of providers. The Conservatives have
suggested that one million housing association tenants should be granted a
right to buy their homes, similar to that which Mrs Thatcher gave council
tenants in the 1980s. This would certainly free up a great deal of capital for
reinvestment in new projects, but only provided the land was made
available - and the Tories show no sign of wanting to do that. The housing
associations can also be expected to resist the idea because it would reduce
their role as landlords, which on the whole they have performed well.
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There is, though, no reason why the landlord’s role could not be taken on by
private institutions. There is no particular need for affordable housing to be
owned and run by housing associations. Well-run social housing, despite the
restrictions on rent and tenure involved, should appeal to investors such as
unit trust and pension funds, particularly if the tax treatment is favourable.
Private investors, too, have shown themselves to be keen landlords. A tax
break on the income from affordable rents would have small investors
queuing up to participate in social housing. In exchange for such a concession,
they would have to accept a lower than market rent. After a certain number of
years, they could raise the rent to market levels, or sell the property.
An adequate supply of reasonably priced rental housing is crucial to the
mobility of labour. At present, 40% of household moves every year occur in
the private rented sector, at market prices. But those who have affordable
rental accommodation rarely move, for fear of losing their subsidised rent.
More affordable rentals, especially for key workers, would mean that
someone in social housing would not have to hang on to it forever. The
market, appropriately incentivised, would provide a choice.
Together with a right to buy for housing association tenants, more private
ownership of social housing would also help to break down the ‘underclass
monoculture’ that blights so many estates. And, even if more building land
were not released, it would provide the housing associations with greatly
increased resources to take on new projects, and house more people.
Design
One of the main reasons why modern development is unpopular is
that so much of it is ugly. Nor is it a coincidence that many of the worst
buildings in Britain were put up at a time, the 1950s to the 1970s, when
planning was at its zenith. The restrictions and bureaucratic nitpicking of the
planning system are not conducive to originality and good design. The
Government’s own dismal architectural record goes to show what a poor
patron officialdom is.
Since the 1970s architecture has greatly improved. But ever tighter restrictions on the release of land have meant that housebuilders, in particular,
have been able to sell anything they put up. Only at the very top end of the
market have they had to bother about design or materials.
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To make building more acceptable we urgently need to find ways to
improve its quality. We should encourage appreciation of good design and
craftsmanship, from school onwards. Understanding why some places work
well should be something we have all been taught to appreciate. Places rely
on variety and activity – they are made by people and the relationships they
form there. We need to promote mixed uses and densities as well as mixed
tenures. We need design that uses light and materials to improve the quality
of development.
Good design must respect the achievements of the past, while being open to
the innovations of the future. When designers achieve this, we should do
more to recognise it. Currently, the only significant recognition of a
building’s quality is for it to be listed. That brings with it an avalanche of
restrictions and expensive impositions most owners could do without.
In towns and cities, the replacement of detailed land use plans with building
codes based on matters like height and materials, would give architects
more scope, and switch the emphasis more to design.
As far as greenfield sites are concerned, rather than simply ‘redlining’ as
small an area as possible in the worst location for new development, local
authorities should be encouraged to hold design competitions, with
planning permission as the prize for the best designed entry. We need
urgently to improve the contribution planning authorities make to development. Their current low level of resources and esteem reflects a more
general unwillingness to pay for improving our surroundings.
There are plenty of good British architects, but many choose to work abroad
because they, and their clients, find the system here so restrictive. If they
were given more leeway and more recognition, development might at last
begin to win a better name for itself. We should cultivate a pride in how our
neighbourhoods look, and a passion to promote good ordinary buildings to
enhance them. We need far more local, open architectural competitions to
bring on new talent – and encourage people themselves to think about
design – using the best architects’ designs, rather than relying on housebuilders’ standard range of house ‘types’.
Something for Councils
If councils are to look more constructively on development proposals there
must be an incentive for them. But the Prescott plan reduces their influence
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drastically and gives them nothing in return. In education, transport, social
services and many other fields, the diktat of Whitehall has reduced local
autonomy to a hollow shell.
Up to now, planning has been the exception, with good and bad effects. On
the plus side local interest and participation in planning is high. On the
minus side, there are very few incentives for local authorities, especially in
prosperous areas, to welcome new projects, let alone seek them out.
In most countries local government relies far more on local taxation than in
this country. Here, business rates are run by Whitehall, and even the council
tax is subject to central guidelines and limits. The end result is that local
authorities only raise around 25% of their spending locally. The rest effectively comes from the Exchequer.
The perverse consequence of this lack of a link between local taxes and local
spending is that councils can afford to neglect their tax base. Financially,
they are unlikely to receive much long-term benefit from development
because they will not keep the tax it produces to spend as they wish.
Naturally, this acts as a disincentive for them to accept it.
At the moment councils need to get everything they can out of developers,
right at the start of the planning process. Whether it is cash, new facilities,
infrastructure improvements or affordable housing that they want, they
know they will only get one bite at the cherry. As we pointed out (see p.22),
this complicates and delays the whole planning process.
Rebalancing local government finance would be a major reform in itself. But
it would be a first step in the right direction if councils were allowed to keep,
say, all the rates from new development and spend their council tax receipts
on their own priorities. This would provide them with additional long-term
resources, independent of Whitehall. It would also be far more of an
incentive for them to accept good development than the odd, one-off
planning gain.
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Conclusion
The British hate housebuilding but love housebuying. This may sound
paradoxical, but, with our planning system, it is certainly not illogical. The
combination of tight restrictions on supply and buoyant demand has
delivered unprecedented profits to those fortunate enough to own property
over the last three decades.
How long this can continue in an era of low inflation is now the subject of
much worried discussion. Those who do not own a place of their own are
the obvious losers. But the strains in the housing market have become a
danger to the entire economy, threatening a return to the boom and bust
which Gordon Brown promised us that he had abolished.
To relieve these pressures we need to build more homes, especially in the
South East, and the Prescott plan (if it works) should help in this regard.
But while it presents itself as a grand strategy, the plan is really more of a
quick fix. By reducing local involvement in planning it risks badly undermining the democratic credibility of the entire process. It is top-down and
prescriptive, and it will not sort out the fundamental problems of the
planning and social housing systems, both of which have shown themselves
incapable of matching supply to demand.
No one wants a planning free-for-all, but there is widespread agreement that
we do desperately need a more flexible and responsive system. What might
such a system look like?
• The planning system itself should be much less prescriptive. It should
be based more on building codes and design criteria, and less on
detailed, quasi-economic plans. It should be much less concerned with
zoning and detailed control over the use of existing buildings. The
strict demarcation between commercial and residential development
is outdated. Mixed uses and higher densities are the key to providing
more development where it is needed. The system has to rid itself of
its rationing mentality and switch the emphasis to quality and design.
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• There should be more tax breaks to encourage brownfield development, and less complicated and onerous planning gain obligations
which currently discourage building.
• Councils should instead be incentivised by being allowed to keep the
rates and council tax from new development to spend as they wish.
This would bolster their independence from Whitehall, and be a first
step to reconnecting them with their local tax base.
• To relieve the immediate pressure on the South East, one or two large
scale new developments should be built in the region. But there
should be clear arrangements for part of the profit to be ploughed
back into better roads and railways for the areas involved. Much
more development could also be accommodated within the M25, and
part of the profit dedicated to improving London’s terrible transport,
especially the Tube.
• The way to encourage more affordable housing is not for the
Government to earmark it for its own employees, which is the current
trend, but to encourage more low-cost homes overall. Affordable
housing does not necessarily have to be publicly funded; with suitable
incentives private investors would be keen to take up the burden.
• As a nation we need to learn to appreciate the difference between
good and bad buildings, and then we might get more of the latter.
After 50 years of intrusive state planning, the ‘predict and provide’ model
has clearly failed. We have some of the worst inner city and transport
problems in Europe. We also have the most expensive housing and the
highest interest rates. It is not a happy combination. With so many vested
interests at stake, reform will have to avoid scaring the horses. But without
reform, many people will continue to be unnecessarily denied decent
housing at an affordable cost.
If sustainable development signifies anything at all, people on modest
means must be able to find a decent place to live within a reasonable
distance of their work.
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Appendix I

Housebuilding completion by Private, Registered and Councils
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Appendix II
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Appendix III

Right to buy sales/Large Scale voluntary
transfers - in thosand
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Appendix IV
2001: Housing Tenure
(Office of the Deputy Prime Minister, Housing Statistic Summary No. 12)
Survey Findings

Table 1:

Home owners
Rent from Council and Housing Association
Rent from Private Landlords

%

In million

70
20
10

14.4
4.2
2.1

2.2 million households (11%) had moved in the year prior to interview. 41% of private
renters had moved in the previous year, compared to 11% of the social renters and
6% of the owners.
37% of households contained a couple with no dependent children living with them,
28% consisted of one person living alone, 22% contained a couple with dependent
Children and 7% a lone parent with dependent children.
40% of the social renters and 37% of private renters lived in flats, compared with 7%
of the owners. 29% of the owners lived in detached houses, compared with 1% of
social renters and 8% of private renters.
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Appendix V
Agricultural and Horticultural Land
data for selected farms within a 25-kilometre radius of Trafalger Square

Land use

No. of holdings

hectares *

Land rented
Land owned

242
556

11960
11983

Total crops and fallow (tillage)
Recent and temporary grassland (< 5 years)
Permanent grassland (> 5 years)
Rough grazing (sole rights)
Woodland
Set-Aside
All other Land

283
73
439
115
135
112
237

8848
1029
7747
1606
967
2667
968

(Source: Agricultural and Horticultural Census June 2001).
* One hectare equals 2.46 acres

Appendix VI
Government Grants to the Housing Corporation

(Source: Investment Bulletins published by the Housing Corporation).
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In the words of the authors, ‘the British hate housebuilding but love housebuying’. This paradox, they
explain, is unsurprising – because of our unduly rigid
planning system which has survived broadly unchanged
since the days of post-war nationalisation and control.
The authors emphasise that ‘the real shortage which
bedevils the housing market is one of land with planning
permission, and it is most acute in the places people most
want to live’. Without a new approach the homes,
including low-cost social housing, which the country
needs will not be built on the scale that is required.
Richard Ehrman and Crispin Kelly assess John Prescott’s
recent proposal for 200,000 extra homes in the South East.
His plan reflects the bureaucratic, top-down attitudes that
characterise this Government. The pamphlet argues that,
while avoiding a planning free-for-all, a policy must be
fashioned which gives planners proper scope to make
provision for high quality housing that is in tune with
local sentiment, introduces more tax breaks for brownfield
development, gives real incentives to councils by enabling
them to keep the rates and council tax from new development, and boosts low-cost housing.
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