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The problem: Inadequate housing supply
Commentators have been concerned about the lack of housing supply since the 1970s when land availability
issues were first raised in policy documents.1These concerns about unresponsive housing supply in England
came to a head with the Treasury-sponsored Barker Review in the early 2000s. The two Barker reports
stressed the lack of economic indicators which local authorities had to take into account when determining
land supply through the planning system but also noted many other factors adversely affecting new supply.2

The final report argued it would take around 205,000 market dwellings and between 20,000 and 25,000
social dwellings to help to stabilise house prices and provide for 180,000 additional households per annum.
In actuality, while not keeping pace with demand, until the turn of the century the annual increase in

the housing stock was generally greater than the increase in the number of households. As a result, housing
conditions generally continued to improve—although house prices rose fairly consistently.

Figure 1: Median price to median earnings ratios (England and three differing regions)

1H. Neuberger and B. M. Nichol, The Recent Course of Land and Property Prices and the Factors underlying it (London: Department of the
Environment, 1976).

2K. Barker, Delivering Stability: Securing our Future Housing Needs, Review of Housing Supply—Interim Report (London: HM Treasury, 2003)
and K. Barker, Delivering Stability: Securing our Future Housing Needs, Review of Housing Supply—Final Report (London: HM Treasury, 2004).
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In this century, the situation has markedly changed with household numbers growing more rapidly than
the number of dwellings but less rapidly than projected—tightening the market, reducing vacancies,
increasing sharing and leading to many more concealed households. Most importantly, affordability
declined across the country in the early 2000s and continued to worsen particularly in London and the
South East after the financial crisis (figure 1). This is the background to the latest government White
Paper, “Fixing our broken housing market”.3

TheWhite Paper quotes commentators who suggest we need somewhere between 225,000 and 275,000
additional units per annum if we are to keep up with household growth and start to address the backlog
of housing need. It also notes that since the 1970s, on average we have only been building around 160,000
new homes each year. Importantly—and although it puts a lot of stress on house price increases—the
emphasis is on the household numbers rather than affordability.
The White Paper states that:

“The problem is threefold: not enough local authorities planning for the homes they need; house
building that is simply too slow; and a construction industry that is too reliant on a small number of
big players.”

No mention is made of whether there will be the demand for these homes and therefore the incentive
actually to expand output levels to the levels identified as required.

The numbers

Housing output
Figure 2 shows how net additions to the housing stock have varied over the last decade and the main
elements that determine that total. The top line is net additions to the housing stock; the one below the
largest component of these net additions: new completions. Just before the financial crisis, even though
new completions remained below 200,000 per annum, net additions rose to over 220,000—not far short
of minimum assessed need. However, during and after the crisis numbers fell to little more than half of
identified requirements and have recovered only slowly, still not reaching 200,000 in 2015/2016.
Importantly, new completions are still considerably below the levels seen before the crisis, even though
there has been considerable Government support for new building notably through Help to Buy introduced
in 2013.4 One of the biggest changes in the overall total has come from Permitted Development which
was introduced only in 2015 and enables the transfer of vacant office and other units to residential without
individual planning permission. This ‘non- planning’ approach has generated 14,000 additional units in
its first year.

3DCLG, “Fixing our broken housing market” Cm.9352, 2017, London.
4 S. Finlay, P. Williams and C. Whitehead, Evaluation of the Help to Buy Equity Loan Scheme (London: DCLG, 2016).
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Figure 2: Net new additions in the housing stock, England5

Household projections
Throughout the four decades up to the 2006-based estimates, most updates of household projections
showed earlier estimates to have underestimated actual household numbers. But since then the numbers
of households actually forming has fallen well below the projected numbers. So the housing market is
tightening reducing pressure on future household projections. These two indicators are clearly
related—reflecting economic, social and policy pressures as well as demographic factors.
The latest 2014-based projections suggest that the number of households in England will increase from

22.7 million in 2014 to 28.0 million in 2039. This implies that there will then be not far short of one
additional household for every four that existed in 2014.
Within this total some 43% are projected to live in London and the South East (compared to just over

30% in 2014) and some 65% in the South (compared to not much over 50% in 2014). The result of this
is that the number of households in London is projected to grow by about one third over a quarter of a
century (Figure 3). This of itself must put the projections in question as they imply a massive concentration
of output over the next 25 years in the areas where it is most difficult to expand output.

5 Source: DCLG Live Table 120.
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Figure 3: Household projections—regional increases 2014–20396

On the basis of these figures, household growth will on average run at 214,000 per annum. Allowing
for vacancies and second homes these projections imply a housing requirement of well over 220,000 per
annum at the national level and around 55,000 dwellings per annum in London—and these numbers
exclude both replacement and any attempt to address the backlog of housing need.

How requirements are measured
Given that household projections lie at the core of estimates of housing requirements, it is important to
understand how they are measured and how robust these estimates are. Projections are just what they say
they are. In other words, they are not what anyone actually expects to happen but rather what might happen
if past trends were carried forward. The estimates of demographic change take account of the evidence
of 30 years but that for international migration only takes account of five or so years. Importantly past
economic trends are implicitly included so the projections made in 2008 suggested very many more
households would form into the future while those for 2012 in part reflected the impact of the financial
crisis and were very much lower. The 2014-based projections show some increase but still fall far below
those made in the early years of the century.
Household projections at the local level are even less robust particularly because they depend on

estimates of inter-area migration based on ONS population flows which in turn depend on a range of quite
poor data sources. Moreover, household projections are not the only drivers of housing requirements. The
local authority must take account of how the existing stock is being used and what levels of replacement
might be necessary. Most importantly to determine the five-year land supply development densities must
be estimated. Densities are measured in many different ways, however, and actual densities are often quite
different from estimated levels. Finally, viability must be assessed at the plan level—which clearly depends
on local economic circumstances particularly in terms of what land will come forward and when.

6 Source: DCLG, “2014-based Household Projections, England, 2014–2039” Housing Statistical Release, 12 July 2016; London: DCLG.
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Economists argue that Objectively Assessed Need is simply unfit for purpose not only because of all
the uncertainties listed above but because demand pressure would be better measured by evidence about
house prices and rents together with incomes, employment and other aspects of the local economy. They
also argue that administrative areas are not the right spatial measure for estimating either demand or need
but that these should be based on local housing market areas. The current system addressed these issues
through a general requirement that affordability be taken into account and that authorities have a duty to
co-operate—but these are specified in very general terms and interpreted differently between authorities
resulting in a lack of coherence across local plans.
All these factors taken together imply that measurement is more an art than a science generating a robust

measure. In addition, it will always be subject to shorter term variations on economic conditions and
behavioural change. But equally what is required is a measure which looks longer term (because planners
have to plan for decades ahead) and which can stand up within the existing legal framework—which
brings us to issues around the principles of planning.

Planning principles
The starting point for the modern system of planning is the nationalisation of development rights in the
1947 Town and Country Planning Act which generating a system of individual planning permissions
within a national framework. This approach has survived almost intact for 70 years and was last codified
in the National Planning Policy Framework implemented in 2012.
Local authority-wide plans, brought in in the Town and Country Planning Act 1990, were intended to

generate greater certainty by clarifying individual local authority policies and identifying needs and
potential land supply. However, each identified site was still subject to individual planning permission
and there was no responsibility placed on the local authority to follow what was stated in the plan. Many
commentators have argued that all it did therefore was add another time consuming and expensive stage
to the already uncertain permission process. To some extent, this is reflected in the continuing low numbers
of authorities with fully compliant adopted plans even in the face of growing government pressure to
ensure that up to date plans are in place.
One of the problems is that in an attempt to generate both adequate land for projected numbers and to

provide greater certainty to all parties the government has continually introduced modifications which at
least initially do the opposite by adding to complexity, and cost.

Who benefits?
A core issue in regulation is that there are always gainers and losers with the costs and benefits lying
where they fall. So if a particular piece of land is included in the local plan—and evenmore when planning
permission is given—the price of that land increases and the tighter the overall supply the greater the price
rise. So the owner gains but the community may suffer if congestion is increased or amenities are lost. In
many contexts, communities may also benefit if there is good overall planning in place but again the effect
is to increase the value of the land and so landowners gain much of the benefit as they do when infrastructure
is put in place.
Attempts to tax these unearned gains to allow society to benefit have been totally intertwined with the

development of the planning regime. Taxation to capture development value at 100% was put in place at
the same time as the planning permission system in 1947 and had a strong negative effect on development.
Tax rates were quickly reduced and since then there have been many variations—with perhaps the most
important changes being the introduction of s.106 in 1990 and of the Community Infrastructure Levy
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(“CIL”) Regulations in 2010.7 The first of these allowed local communities to benefit from additional
amenities, especially affordable housing. The second can help to pay for local infrastructure.
These types of planning obligations/taxation only address benefits to the new development. There are

also pressures for change because of the complications around implementing s.106; problems about
whether and how CIL is charged and whether the revenue is used as proposed; shortages of funds for both
local and regional/national infrastructure—and no effective way of directly compensating those who suffer
as a result of development. So not surprisingly such development is often unpopular.

So are land and planning THE issues?

Land
Land is non-replicable and all activities require land. So as demand and national income rises the value
of all usable land will rise.
First year economics shows that, at the limit, if land supply cannot adjust then the value of improvements

in construction and reductions in costs of development increase land prices as do the effects of any increases
in demand. This has two implications: there are relatively few incentives to improve the development
process if the returns go elsewhere but equally the incentive to tax unearned gains is increased. This
simplistic approach informs many of the discussions about land and its uses and about the benefits of land
taxation—suggesting that it is costless in efficiency terms and provides “free” money to support
infrastructure or indeed the general tax base.
But the reality is very different. Land is heterogeneous because of inherent attributes, location, past

investment in infrastructure, earlier uses, relationship to neighbouring uses and many other factors—so
potential uses and market values for particular pieces of land vary in complex ways—both at a point in
time and over time. So land supply to particular uses—or indeed whether the land is used at all—will vary
in response to market and policy changes. Inefficient taxation and planning decisions will therefore not
only change the distribution of benefits but have costs to economic development and the productive use
of land. But there is also great uncertainty about the exact nature of these impacts. It is in this environment
that well-evidenced planning decisions become increasingly important.
Figure 4 provides a simplified picture of how planning might operate. Planning restricts the uses of

land—for good reasons if, for example, there are negative locational externalities such as congestion and
costs to neighbouring activities. Addressing these negative externalities therefore both shifts and steepens
the supply curve, increasing land prices to take account of these costs. Good planning, taking account of
locational synergies increases the demand for land at all prices and should lead to more land being made
available. In this diagram the good offsets the bad and both prices AND land supply increase.
Planning may also constrain land supply more than implied by robust measurement of social costs and

benefits. At the limit it may allow no increases in response to market signals—in which case we are back
to the first-year economics example where the only impact is on price. In the more usual situation depicted
in the diagram it makes supply less responsive than would be desirable and so both increases prices and
reduces supply. If this is the case, it restricts the range of uses, limits adjustments and reduces productivity.
It is this picture which is often thought to be reality in high demand areas—and even in lower demand
areas there may be significant costs because the mix of uses allowed does not reflect demand.

7Community Infrastructure Levy Regulations 2010 (SI 2010/948).
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Figure 4: Good and bad planning outcomes

Planning
The planning process must operate within the legislative framework in place. Yet most of the issues as to
why it does not always achieve the desired ends are around behaviour and how prices/uses respond to
incentives and constraints—which it is extremely difficult to address in this framework. Traditionally,
planners have seen their job as providing certainty as well as adding value to the area. However, each
decision involves weighing a range of partial evidence so it is hardly surprising that developers and
economists often see the process as inconsistent and adding to risks and costs. This adversarial environment
is made worse by the fact that planning tools are often negative—stopping things happening rather than
enabling change.
Planning is also a political process with decisions made by elected representatives. In this context, the

incentives that local authorities have are mainly to keep their existing voters happy rather than to help
outsiders who may be the main beneficiaries of decisions to build. It is rational for local voters to be
“nimbies” if the results of development worsen their immediate environment and access to services. The
result is that the incentive for authorities is to choose lower value, less accessible sites even if they have
lower potential than high profile, high value sites which impact on more local households. Equally, it is
easier to go for brownfield sites which are not close to established residential areas and indeed to identify
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a small number of large sites than a larger number of smaller sites—again impacting on more local voters.
National policy which prioritises brownfield and regeneration sites reinforces these local incentives.8

Finally, the planning process requires adequate resources to ensure that it is carried out in a timely
manner and in a way that can be defended and enforced effectively. Particular elements such as whether
the five-year land supply is in place and whether specific planning obligations adversely impact on viability
inherently generate costly and often suboptimal outcomes.

Other constraints
While land supply and planning decisions clearly impact on every new development this is not to say they
are the only issues. Many reports point to a vast range of problems.9

Four main issues emerge as of particular importance.
The first is whether the land will actually be brought forward. Among private owners this tends to

depend on whether they feel they can get a better deal in the future (e.g. when infrastructure is put in place
or the rules about affordable housing change). This may well also be true of public owners, especially in
a period of austerity when, as now, they are looking for additional revenues. But public sector owners
also face a range of political and bureaucratic constraints which appears to slow the process even more.
Moreover, as the Government introduces more and more policies to try to bring the land forward, processes
appear to become even slower (as shown in the difficulties of achieving an adopted plan).
Second is the major problem of infrastructure—who is to pay for it; when will it actually become

available; will utilities actually be made available when required; and how costly will the developers’
necessary finance be, given all these uncertainties and upfront costs?
Third, is the structure of the house building industry. Nowadays fewer than 10major developers dominate

the speculative housing market and their basic model is demand-led. They have very little incentive to
increase build out rates if this means that prices fall and so generally work on a “one in, one out” model
or aim for pre-sales to reduce risk. The alternative approach is for builders to act as contractors to build
what the purchaser specifies when the purchaser normally bears the major risks. This is how public sector
provision worked in the days when it made up half of all output. Nowadays it is mainly limited to housing
associations; some build to rent projects for the private rented sector; and joint ventures between the public
and private sectors. It is clearly of increasing importance but still very small as compared to speculative
building.
Finally, there are issues of skills availability; the use of modern methods of construction to reduce costs

and speed up construction; and more generally the capacity to increase productivity in an industry which
has fallen behind other industries. Improvements in these areas can potentially decrease costs but only for
one stage in the development process.
All of these are important issues—but even if they were all improved there might be few benefits

UNLESS additional planning permissions are granted.

The current policy agenda
Arguably, any government is always trying to catch up with the realities on the ground—even when they
make what they see as fundamental change—as for instance when the Coalition Government introduced

8A. Crook, P. Bibby, E. Ferrari, S. Monk, C. Tang and C.Whitehead, “New housing association development and its potential to reduce concentrations
of deprivation: an English case study” [2016] Urban Studie, Vol.53(16).

9 e.g. House of Commons, Communities and Local Government Committee, Capacity in the Home Building Industry, 10th Report, HC46, London:
Parliament, 2017; House of Lords Select Committee on Economic Affairs, Building more homes, July 2016; M. Lyons, The Lyons Housing Review
and Update (London: the Review, 2014 and 2016); C. Whitehead, “Using Projections of household numbers” [October 2016] Town and Country
Planning Review 415–421.
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the NPPF.10 The White Paper is an example addressing many of the issues with a very wide range of
suggested initiatives but the results will be incremental as best. Indeed, it would need to be “steady as you
go” for a decade to see the real benefits.
In the immediate future the most important areas where Government is looking to make change are:

• the introduction of a standard method for calculating local authorities’ housing need together
with changes to make the use of viability assessments simpler, quicker and more transparent;
and enabling increases in planning application fees in those areas where authorities are
delivering the homes their communities need. A consultation paper on these proposals was
published on 14 September 2017;11 and

• modifications to S106 and CIL, with perhaps some more fundamental changes to property
taxation which are due to be announced as part of the Autumn Budget.

Local needs assessments
Most economists see even the current term “Objectively Assessed Need” as nonsense, let alone the actual
process. Nevertheless, there is a need for legally-based rules which can be easily implemented and which
can help ensure compliance in areas where there is resistance to development.
What we have at the present time is a system where there is a great deal of local freedom resulting in

very different ways of measuring need plus a process of linking that need to the legally required five year
land supply on which the required dwellings are expected to be built. The result is that the legal approach
is inherently adversarial—and repetitious in that many of the arguments are endlessly repeated both at
local plan making stage and for each individual planning permission.
One issue which causes particular problems is the fact that it is the local authority which is legally

responsible for determining need and ensuring the land supply—but the relevant area to which planning
should apply ought really to be the local market area. Importantly, there is little incentive to cooperate
because if one authority takes on meeting demands from other areas these needs may become
self-reinforcing as the number of households increases in line with the decision to build more and thus
increases the next requirement based on past trends.
The approach suggested in the consultation document is one in which all local authorities must use the

same government specified approach which is made up of two main elements: the local household
projections provided by ONS (with some minor modifications) and an adjustment based on a clearly
defined local measure of affordability measured in terms of the local the price/income ratio. In this context,
a cap will be introduced to limit the extent of change as compared to current estimates. In the consultation
paper, the Department suggests that if the model is applied as specified their proposed approach to
calculating the need for additional housing local authority by local authority would generate a figure for
England of 266,000 per annum—at the higher end of most estimates of national requirements. It would
also require 72,000 units per annum in London which is now producing less than a third of these numbers.
The idea of simplification sounds good but there are three obvious causes of concern:

• that what is being suggested is “one wrong model rather than hundreds”—which may not
matter in principle if it is no more wrong than the current average;

• politically, it may look too like a return to the old “predict and provide” model where central
government was seen as taking away any local power over what are formally local decisions;
and

10DCLG, The National Planning Policy Framework (London: DCLG, 2012).
11DCLG, Planning for the Right Homes in the Right Places (London: DCLG, 2017).
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• the calculations of needmay not be robust enough to ensure that local authorities are prepared
to accept the estimates when developing their local plans.

The first can be seen as an issue of practicality rather than principle—which indeed appears to be the
approach taken throughout the consultation paper. At its simplest, the document is saying:

“The system is in place and cannot readily be changed so let us take the best data available and
provide these with a clearly definedmethodology—chosen to generate the sorts of numbers required.”

But this is a technician’s approach which gives an apparently easy way forward. Although formally
authorities have the right to say their local area is different and should be assessed differently, the emphasis
is on this as THE right number.
Yet the formulae as currently specified result in some very large changes in requirements—both up and

down—even with the caps and other adjustments in place. Some authorities will find it hard to accept the
scale or indeed the trajectory of change. The politics of what will be seen as a top down imposition on a
local issue will be a major problem and could result in large numbers of authorities challenging the stated
requirements. Within the model a particularly important issue is whether local conditions will be such as
to ensure viability on identified sites in areas where far more will be required. The suggestion is that this
can be addressed at plan stage, but given economic changes this seems unlikely. More fundamentally
some lawyers might argue that the numbers themselves hardly matter—it is the process that has to be
implemented. But if there is too much objection the result may be to slow rather than simplify the process.

Figure 5: Actual and projected headship rates for younger couples: England12

Looking at the question of robustness, Figure 5 gives an example of the headship rates13 for younger
couples in England. The trajectories seem very odd and include kinks which are difficult to explain except
as part of the methodology rather than reality. Taken forward the results of the kinks is to reduce the
headship rates of 30–34 year olds in 2039 almost to the levels for 20–24 year olds. Planning for this type

12 Source: DCLG, “2014-based Household Projections, England, 2014–2039”, Housing Statistical Release, 12 July 2016; London: DCLG.
13The headship rate is defined as the proportion of people in each age group and household type who are the “head” of a household.
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of adjustment would basically imply little or no economic growth for the next 20 years. Is this a reasonable
basis for planning?

Figure 6: The changing mix of household types14

Figure 6 points to something even more fundamental to planning for housing. It shows how the mix of
household types has been changing and is expected to change in London through to 2039. It reflects the
massive decline seen since the turn of the century in the proportions of traditional family households
together with the growth of multi-adult “other” households which in turn is reflected in a shift towards
private renting. These are changes that we have observed over the last decade as a result of the financial
crisis and slow economic growth but to assume that these trends will continue into the longer-term future
is highly pessimistic and perhaps not exactly what we should be planning for. Rather we should analyse
and monitor these changes and ensure that the system can adjust positively to changing demands.

Value capture
We noted earlier that planning decisions generate changes in value which are seen as “unearned” and may
be unnecessary to achieve the efficient allocation of land resources. If this is the case, that increase in
value can be taxed without generating inefficiencies. However, as we have already noted, and is reflected
in the upwardly sloping supply curve (S) in Figure 7, the usual situation is that supply is responsive to
changes in planning constraints (Sp replaces S). The result is that there will be a reduction in the quantity
of land employed (Qmarket to Qplanned) which in turn will lead to an increase in price (from Pmarket to
Pplanned). The difference in price is what is called “planning gain” which can itself be taxed as long as
that tax is less than the increase in price (i.e. the total tax remains within the planning gain rectangle.15 But
there is still a significant deadweight loss arising from the fact that supply has adjusted to planning decisions
and indeed to inefficient taxation. As a result, planning and value capture may affect total investment and

14 Source: DCLG, “2014-based Household Projections, England, 2014–2039”, Housing Statistical Release, 12 July 2016; London: DCLG.
15A. Crook, J. Henneberry and C. Whitehead, Planning Gain: Providing Infrastructure and Affordable Housing (Oxford: Wiley Blackwell, 2016),

Ch.2.
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negatively impact on prices and productivity. Under the current system of s.106 and CIL uncertainty
worsens this effect, especially if stakeholders predict changes in major determinants of price and profit,
e.g. a change in densities or indeed policy). There are also perverse incentives to authorities to constrain
land supply to increase the take from s.106 (while CIL has the problem that there is no legal recourse if
the infrastructure is not provided).

Figure 7: The costs of implementing planning gain

It is likely that there will be some modifications to s.106 and CIL announced in November—once again
changing the goalposts. One possibility is that CIL will be imposed across the country and the revenues
returned to local authorities. This is a further top down approach which is likely to generate local opposition.
More fundamentally, however low the rate is set some investment will no longer be viable—and this will
be in the areas struggling to change for the better. Most importantly, while there are undoubtedly continuing
problems—notably with how viability is addressed in high demand areas—the core issue is that a local
system has consistently worked better than any national system that has been put in place.16

What is clear is that neither s.106 nor CIL raise anything like the amount of revenue that would reflect
the extent of development gains.More fundamental approaches to taxing gains are always under discussion,
for example Barker’s proposal for a Planning Gain Supplement (“PGS”) in her 2004 report to be based
on the increase in the value of land or a tax on the final property value (“GVA”) at time of completion.
These types of tax can have the benefit of impacting on all development. However, as yet valuation and
other practical and political issues have ruled them out. The main reason for introducing such a tax is that
Treasury sees it as an opportunity to increase revenues. Against this there really may be very little to
capture in many areas or on regeneration brownfield sites so investment will be discouraged in areas where
it is particularly desirable. Even were the money to come to the locality, the lack of local involvement is
also likely to makes it unpopular.
A particular argument against such approaches is that they disadvantage new development and therefore

investment and productivity as against the much larger potential benefits from taxing property in general.17

However the argument against this is that actually property is already heavily taxed in the UK as can be
seen from the OECD data in Figure 8 below. The problem is that the taxes now in place which notably
affect transactions rather than value are highly distortionary.

16A. Crook, J. Henneberry and C. Whitehead, Planning Gain: Providing Infrastructure and Affordable Housing (Oxford: Wiley Blackwell, 2016).
17 J. Mirrlees, The Mirrlees Review (Oxford: Oxford University Press, Institute of Fiscal Studies, 2011).
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Figure 8: Property Taxation: OECD countries, the UK and Sweden compared18

Can output increase?
Perhaps the most fundamental question is whether any of these changes will actually increase output. One
core issue here is the levels of actual demand backed by the ability to pay, as opposed to requirements
without financial underpinning.
There are reasons to think demand may be running at lower levels than projected requirements:

• potential new entrants to owner-occupation have less secure incomes than in the past and
find it harder to meet credit conditions;

• established households face higher transactions costs when moving so activity levels are
low and the overall market is unhealthy;

• the Buy to Let market, which is currently providing for those excluded from owner-occupation
and for younger households in particular, is being hit with additional tax burdens and
institutional investors are still only dipping their feet into the market;

• significant proportions of current output would not have occurred without government
support (Help to Buy Equity loans; shared ownership etc) or, especially in central London,
pre-sales to international buyers; and

• government support is based more on financial instruments than traditional subsidy so prices
and rents even of government supported housing are higher.

It is not surprising therefore that risk-averse developers, who suffered very considerably from the
financial crisis and are only just rebuilding their capital base are not prepared to expand rapidly. Indeed,
if for Brexit or other reasons, prices and confidence were to fall the industry would look very fragile. The
fundamental volatility of the UK housing market thus has an inherent dampening effect on supply which
in turn means prices rise more rapidly than necessary during economic upturns. Improved
macro-stabilisation policies which took account of these costs could probably add more to supply than
any changes in planning mechanisms.

18 Source: OECD Data, Tax on Property.
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Conclusions: Lifting the barriers
Planning is not the only issue—BUT land is involved in all development and indeed all activities, so it
impacts directly or indirectly on everything.
Land supply is definitely less elastic than demand—so the impact of changing demand and changing

planning rules is always more on price than output unless it can be seen that land supply will be
“structurally” more responsive into the future.
Even so, a lot can be done to improve the current system by simplifying and streamlining processes

and ensuring a flow of land future supply is always in place.
There remain real issues around demand and need with two main potential scenarios: an improved

economy where identified need will be inadequate and both house prices and particularly land prices will
rise; and a stagnant or declining and uncertain economy when planning permissions will not be built
out—bringing the planning system further into disrepute.
Government and local authorities must work on all constraints together and ensure that they respond

effectively to changing economic circumstances—but this is easy to say and hard to do so do not expect
miracles.
At the same time, the Government must work towards a coherent tax/subsidy system which takes

account of economic and social consequences—but politics dominates here and there seems little chance
of positive change.
Overall, the policy emphasis on household numbers is understandable—but there is little reason to think

that simplification can be achieved without loss of local acceptance. In the short run, at least, the numbers
might well go down rather than up. Indeed, this is now a certainty as a result of the latest 2016-based
population projections published on 26 October 2017. Using current ONSmethodology this would reduce
housing projections by between 25,000 and 30,000 per annum, changing the 226,000 figure included in
the consultation paper to around 233,000 per annum.
Finally, the ideal: greater certainty for all sides but with in-built dynamic adjustment.19

19 For further information see:
• Department of Environment, “Housing Policy: A Consultative Document” Cmnd.6581, London: HMSO, 1977.
• KPMG and Shelter, Building the Homes We Need (London: KPMG, 2015).
• N. McDonald and C. Whitehead, “New estimates of housing requirements in England, 2012–20317” [2015] Town and Country Planning

Tomorrow Series, Paper 17, TCPA.
• S. Monk, International review of land supply and planning systems (York: Joseph Rowntree Foundation, 2013).
• L. Smith, Planning for Housing, House of Commons Briefing Note 03741, London: Parliament, 2017.
• C. M. E. Whitehead, K. Scanlon and N. Holman, Rising to the Challenge: London’s Housing Crisis (London: LSE, 2015).
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