THE SCOTTISH COUNCIL FOR DEVELOPMENT AND INDUSTRY

RESPONSE TO FIRM FOUNDATIONS: THE FUTURE OF HOUSING IN SCOTLAND
Introduction
1.
The Scottish Council for Development and Industry (SCDI) is an independent membership network that strengthens Scotland’s competitiveness by influencing Government policies to encourage sustainable economic prosperity.  Its membership includes businesses, trades unions, local authorities, housing associations, educational institutions and the voluntary sector.  SCDI welcomes the opportunity to comment on this discussion paper on the future of housing in Scotland.

2.
Difficulty in sourcing appropriately priced housing causes problems in recruitment and retention of key workers in both the private and public services.  This is placing a strain on many companies and can also undermine the ability of an area to maintain high quality public services.
3.
The final report of the Barker Committee on Review of Housing Supply showed the extent of the housing problem throughout the UK.  Many of these issues are relevant to Scotland and, in regard to less well populated rural areas, a further dimension is added.  A history of depopulation and relatively lower income levels increases the severity of the affordable housing issue and adds to the problems of the sustainability of fragile communities.
The Housing Problem

4.
There are various reasons why a housing problem has arisen.  The Barker Review identified a number of demand side drivers that have helped to fuel house price rises.  These are: cultural preference for home ownership; right to buy; past generous tax treatment for ownership; increased ease of access to finance for housing and; housing used as an investment given increasing price trends.

5.
Economic theory would suggest that such increases in demand and resulting price signals should lead to increases in supply.  However, one of the main factors that the Barker Review highlights as driving price levels up is in regard to the supply side.  In particular, the constrained supply of housing.  The report states that, “Wider affordability can only be sustainable over the longer term by increasing the supply of housing”.

6.
The constraint in supply has resulted in significant house price rises.  Scottish house prices have been rising at a substantial rate, although the rate of growth in Scotland is lower than elsewhere in the UK as set out in Chart 2 of the consultation document.
7.
Since incomes have not been rising at the same rate as house prices, particularly in rural areas, certain sections of the population, such as first time buyers, are finding it difficult, and in an increasing amount of cases, impossible to afford to buy a house.
8.
Such is the problem that, in some areas of Scotland such as Edinburgh, even those on relatively high salaries find it difficult to obtain adequate housing.  This is true for both the local population looking to enter the housing market and those migrating to the area from outside to take up employment.  This is particularly worrying as potential in-migration of skilled workers in the private sector or key public service workers may be discouraged or barred from coming to Scotland at a time when the continuing attraction of skilled workers is necessary.  Furthermore, on a more localised basis in areas such as the Highlands and Islands, currently labour markets are extremely tight and incomers are vital for the continued efficient functioning of the economy.

9.
There are many effects caused by a lack of affordable housing.  It causes problems within the labour market constraining labour supply and mobility.  Not only are people unable to move into an area of high cost to take up employment opportunities, it can lead to increased commuting times and travel to work problems.  It affects competitiveness and the sustainability of communities is compromised.  The Barker Review highlights the potential risk to macroeconomic instability.  There is increased exclusion of those outwith the housing market and other exclusion issues, such as a lack of access to services within the community, if people are forced to live further away from service centres within towns and cities.  The housing problem is an economic problem which requires to be addressed within the context of the Scottish Government’s Economic Strategy and across Government Secretariats. 
10.
The introduction to the consultation correctly identifies the principal challenge to be improving supply and the “focus of the paper to be increasing the supply of good quality housing at prices which people can afford.”  However, it goes on to state that “there is a pressing need for measures in the short term to increase the supply of housing land and accelerate the delivery of new homes”.  While this is correct, it is not apparent within the consultation that the measures proposed will bring short term results.  Changes to the planning system will take longer to come to fruition.  For example, given the new policy direction within the Planning Etc. (Scotland) Act 2006 some local authorities are abandoning work on current plans and starting again.  This will add further delay in providing a modern planning framework with which developers and communities can engage.  In many cases the relevant plans will be at least a decade old.  Added to the concerns about the amount of resource, both financial and people, within the planning system, it is difficult to envisage that Firm Foundations with produce the fundamental change required within an appropriate timeframe and an opportunity will be missed.
11.
SCDI has not provided a response to every question in the consultation document.  Those to which an opinion has been given precede each response.
Question 1: Do you agree that aiming to increase the rate of new housing supply in Scotland to at least 35,000 a year by the middle of the next decade is a sensible and realistic ambition, and that this will help set a necessary political context for acceleration in housing supply?
12.
The aim to increase to at least 35,000 a year by the middle of the next decade the rate of new housing supply is welcomed by SCDI.  It represents a significant increase from the circa 25,000 a year trend since the late 1990s and represents a level not seen since the public sector was the major player in housing provision in Scotland.
13.
As to whether the target is sensible and realistic, time will tell, but SCDI is not aware of any reason as to why it cannot be achieved given the support of the house building and construction sectors in Scotland, their ability to provide the houses required and the effective implementation of many of the policies set out in the consultation document.  The evidence regarding whether it is a sensible target number or whether it will be sufficient to impact on the affordability issue is less clear and the comments in paragraph 10 above should be noted in this context.  Presumably the forthcoming economic model mentioned on page 13 of the consultation paper will provide a more robust analysis of the appropriateness of the target number.
Question 2: Do you agree that, to give practical effect to the ambition, local authorities should co-operate regionally in setting realistic housing targets for housing market areas, and in enabling the delivery of these targets? If so, what arrangements should be put in place to support and provide incentives for such co-operation between relevant local authorities?
14.
An increase in the aggregate number of houses built is only part of the solution.  It is important that housing is built in the right locations.  This can best be done at a sub-national level and a combination of a local and regional approach is recommended by SCDI.  Local authorities will be most effective in identifying the numbers of houses that should be built in its area through setting locally relevant targets and supporting the achievement of those targets.  Local authorities should be planning for growth and should be seeking to supply the housing that meets the demands in its own area.  In this way it will be much easier to measure progress.  However, having agreed each local target, SCDI sees some merit in regional co-operation, which SCDI understands already happens, if “market areas” cross local authority boundaries.  However, this co-operation should not be allowed to dilute local targets and commuting distances and travel-to-work areas must be considered in defining “market areas”.  To support this it will be necessary for the Strategic Development Plans and Local Development Plans of the planning authorities to complement each other and be integrated with associated local housing strategies.  The revision of SPP3 that is currently being undertaken will be crucial in helping drive this alignment of plans and strategies.  The City Region approach should also help to achieve this.  SCDI welcomes the references to this sort of approach in paragraphs 170 and 171 of the National Planning Framework 2.
15.
As well as the quantity and location of new housing, the mix of that housing will also be important to ensure supply of affordable housing.  A range of homes will be required and should be reflected in the targets, plans and strategies of the local authorities.
Question 3: Is there a role for a specialist national function to provide expert support for local authorities in strategic planning for housing? What expertise do you think this function would require?
16.
SCDI would support a specialist national function to provide complementary expert support for local authorities.  Planning resources are extremely stretched, and will become more so as the initiatives in the new Planning Etc. (Scotland) Act 2006 start to be implemented.  It will be helpful if local authorities are able to draw on support from central Government. The provision of national data that can be analysed in a local context would be an example of what could be provided.
17.
New analytical tools are required to assist planning authorities match their plans to market forces.  There is a need for new methods of analysis to be applied in gauging the level of housing provision required for Development Plans.
Question 4: Even when land has planning permission there are still blockages that prevent new housing being built. What additional arrangements would, or could, accelerate development on land with planning permissions to help ensure that future housing supply targets are met?

18.
The Planning Etc. (Scotland) Act 2006 is designed to reduce delay and uncertainty in the planning process.  Effective implementation of the Act should provide the up-front consultation and decision making that allows development to progress without blockages.  Effective implementation will require a change in culture and attitude towards improved engagement and support for development by planning authorities, business and communities as well as increased resources for the system.  Promoting economic growth must be the foremost purpose of the planning system.  However, the problem does not just lie within the planning system.  There needs to be a delivery mechanism for related infrastructure.
19.
It has been the case that development constraints have resulted from an inability of utilities providers to connect new developments.  The proposals laid out in Development Plans must be supported by utilities.  Essential infrastructure, such as water, waste facilities, gas, electricity and other public service investment programmes have become disjointed and disconnected from the planning process.
20.
Arrangements that could accelerate development would include a willingness by national utilities to work with the planning authorities at national, regional and local levels in presenting investment programmes which fit with Development Plans and facilitate constructive public debate.  Scottish Water supported by the Scottish Government has made a commitment to introduce new infrastructure where required for new developments and SCDI welcomes the substantial progress that has been achieved under Q& S III in removing development constraints due to water and sewerage capacity.
21.
Planning authorities need assistance in developing new mechanisms to secure investment in infrastructure.  Changes in Section 75 agreement arrangements could be the basis for new mechanisms that would improve the system for both developers and planning authorities.  Proposals are being developed in England to allow authorities to pool contributions for multiple developments to fund key infrastructure projects such as new sewerage facilities, or new public transport facilities.  To be effective close co-operation will be needed with the national infrastructure agencies such as Scottish Water and Transport Scotland.  There may also be a need for funds to be advanced, underwritten by the government or national development agencies, to enable facilities to be constructed ahead of development with the funds subsequently recovered from future developments.  This could be achieved through ‘public infrastructure investment fund’ as has been proposed for England.  There is a case for introducing a body in Scotland with functions similar to English Partnerships which would bring together and supersede the regeneration work of Scottish Enterprise and Communities Scotland.
22.
National agencies charged with delivering social policies also need to find ways to work with planning authorities in drawing in private investment funding to their programmes.  Communities Scotland, or its replacement, should be actively engaged in developing programmes for affordable housing which can be built in as specific targets within Development Plans and funded through Section 75 levies thereby replacing arbitrary proportions of housing schemes which are required to be reserved for affordable housing.  However, Section 75 agreements need to be realistic and properly set out as early as possible within the planning process.  They must not become a blockage to new development due to disagreements between those involved.
Question 5: We have proposed that much expanded or new, stand-alone settlements may be a valid solution. How should we best encourage the development of new, sustainable communities that are sympathetic to Scotland's landscape and environment?

23.
SCDI supports the proposal that expanded, or new stand-alone, settlements should be considered.  However, these need to be properly planned and co-ordinated.  A specific example of a new settlement that is being supported by SCDI is the planned new town at Tornagrain between Inverness and Nairn.  This is a development that SCDI regards as showing best practice in terms of community involvement through undertaking “Charrettes” (workshops involving the public, designers and consultants working on a shared vision for a development), design, sustainability and ensuring that the development is sympathetic to its surroundings.

24.
It is important that new settlements are properly connected to supporting infrastructure.   Transport links, utility connections and public services all need to be considered as part of the development.  Without such infrastructure, the settlements will be unable to provide the required benefits in terms of establishing new, high quality communities that enhance the built environment and create the homes that people demand.
Question 6: How should different types of assistance within LIFT be targeted?

25.
Increased low cost owner occupation could be delivered through greater use of shared equity models where occupiers purchase part of a freehold, say 80%, and the remaining 20% is owned by the housebuilder or a Registered Social Landlord or other approved landlord.  In this way those that have an aspiration to own their own home, but currently find prices out of reach, are provided with a limited amount of support with a transparent mechanism for achieving full ownership. 
Question 8: Should the Government provide direct cash grants to first-time buyers?
26.
SCDI does not believe that cash grants are an appropriate way to address affordability due to the inflationary consequences of such an approach.
Question 16: Do you agree that we should exempt new build social housing from the Right to Buy?
Question 17: Do you agree that we should subsidise local authorities in areas of need to use their prudential borrowing capacity to build new council houses?

27.
SCDI would support subsidies to local authorities as an incentive to building more council houses.  If this is linked to an exemption from the Right to Buy these new houses, then this would ensure a continuing stock of public sector housing.  This would be utilised as appropriate and should encourage provision as the asset is retained by the authorities or, indeed, the Registered Social Landlord (RSL).
28.
However, SCDI has some concerns that these subsidies will be awarded on a competitive basis.  This risks authorities being involved in a wasteful process that puts minimising cost as the driving goal.  Instead, the Scottish Government should set social and quality thresholds and provide the finance to those RSLs and local authorities that come forward with budgeted plans that meet those thresholds.  Progress should be monitored according to those thresholds and the plans provided.
Question 20: Do you agree that we should subsidise the development of houses for mid-market rent?
29.
Encouragement for the provision of more housing for mid-market rent is supported by SCDI to help supply affordable housing.  Mid-market rent housing should not just be included in new social housing developments, but also in private developments.
Question 24: Do you think that subsidies for development should be provided to bodies other than registered social landlords?
30.
SCDI sees no reason why other bodies other than RSLs, for example private developers, could not be provided with subsidies to encourage a wider range of providers to supply affordable housing.
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