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To judge from TV programmes the housing problem is about how best to increase the value of your property or to buy overseas in some area likely to show future value increase. To judge from Government pronouncements it is about yet more owner-occupancy and solving the house price spiral and the shortage of ‘social’ and ‘affordable’ housing with massively increased output. To judge from regeneration managers it is about how to achieve higher house prices as an indicator of the ‘health’ of their area. 
But in the real world the situation worsens for millions. A recent HBOS survey shows that nurses cannot afford to buy in 97% of the towns surveyed. This had been true in only 43% of the towns in 2001. The asking price for a house in 339 of the 519 towns surveyed was unaffordable for police officers, ambulance staff, firefighters, nurses and teachers. In 2001 this applied in only 124 of the towns. Such workers are crucial to the economy and the welfare of the population. If they cannot buy what do they do? Leave the area and/or the job? Is this not more important than knowing in which part of Slovenia to buy a holiday home?
We must broaden the debate and redefine terms. An adequate supply of decent, affordable homes, for rent and to buy, is not some social ‘add-on’. It is a crucial element in the country’s infrastructure – as vital to the workings of the economy as the transport and energy supply systems. ‘Social housing’ is meaningless as a term. It is taken loosely to mean ‘subsidised housing’ but for decades owner-occupiers have been more heavily subsidised than tenants. So we almost all live in ‘social housing’. The Government’s use of ‘affordable’ is an affront to the English language. To the ODPM Enquiry into Affordability and the Supply of Housing the term simply means ‘housing below market price or rent’ (how much below? 1%, 30%, 80%?). The definition of ‘affordable’ advanced by the Zacchaeus 2000 Trust (see Memorandum to the Prime Minster on Unaffordable Housing 2005 on www.z2k.org) spells out a definition people can relate to – ‘affordable’ means that once all your housing costs and taxes have been paid you have enough left to live a healthy, safe and socially participative life and to make some meaningful pension provision. Z2K’s attempts to have this definition adopted by the Enquiry were met by the Chair’s response that the difference between the two definitions was ‘merely semantic’.
Escalating house prices are an inescapable part of the general affordability problem. House values impact on rents for local authority housing by means of rent-setting formulae and on private sector rents in terms of expected yields on capital values. They make life much more difficult for councils and RSLs with a building programme by inflating the price of development land. If house prices had risen since 1975 with general price inflation the average house price in 2005 would have been £60k (with a regional range of £39k to £93k). Instead it is almost three times as much. 
Why is this? There are several drivers but the most obvious appears to be the massive and disproportionate flow of mortgage lending since the Thatcherite deregulations of the finance sector in the 1980s. The 1980 house purchase debt outstanding was £53bn. If one updates using the Retail Price Index the 2003 figure would be £144bn. If one allows for the expanded owner-occupancy stock it would be £181bn. The actual 2003 figure was £774bn and it is now much higher (see again the Z2K Memorandum). The figure has moved from the equivalent of 23% of GDP to 72% - way out of line with other EU comparators. In a situation of historically low housing output the price effect of this massive flow of credit is obvious. This is not just a housing issue. There are much more productive uses for this ‘extra’ £600bn of investment than stimulating house prices – building hospitals and schools, investing in R and D for UK industry and repairing Victorian water mains spring to mind. But of course we live in a market economy dominated by a powerful and international finance sector. Short term returns for shareholders rule.
And what are the social, economic and health costs of sharply declining housing affordability? We are just beginning to make serious attempts to assess the costs to the NHS of poor and unaffordable housing. We can begin to see how high and rising housing costs have a range of adverse consequences because housing is a non-substitutable item of household expenditure. There are direct costs to health from damp, cold and overcrowded housing, indirect health costs because people cannot afford holidays and social life and rely more on junk processed food, costs to the economy because they do less voluntary activity and because they are working longer hours with more reliance on paid childcare which is entailing a reduction of parent/child contact, other costs to the economy in terms of reduced labour mobility and recruitment and retention problems for employers, reduction in capability to make personal pension provision – the list goes on. The housing problem is not primarily about a small number of ‘homeless’ people, in itself indefensible in a rich economy. It is deeply systemic in the range of ‘exported costs’ generated to non-housing budgets.
What must be done? The central terms of the debate, and the identification of the central issues, must be re-addressed. The lemming-like stampede for more owner-occupancy must be re-thought. There must be a re-examination of the simplistic belief that a massive increase in housing output, without regard to the flow of purchasing credit, will somehow stabilise prices. And of course we must rapidly increase the stock of decent rented housing at affordable rents. 
In our particular housing history the most cost-effective way to do this has been with a sizeable stock of local authority rented housing using the pooled historic cost principle for rent-setting. This system, for many years a success story, became subverted by a combination of factors - commercial producers with an untested high-rise technology to sell, Treasury tight-fistedness on maintenance budgets, ideologically driven ‘right to buy’ campaigns, ham-fisted and paternalistic management practices and ghettoisation because the stock was build in large mono-tenure spreads. So the baby was thrown out with the bathwater.
The obvious step is to retrieve the baby. We need an end to transfers and ill-concealed privatisation, we need massively increased direct investment in local authority housing – the ‘fourth option’ - we need better maintenance and management regimes for this stock and better standards for its construction. Time is running out. The vast majority of us live in the 97% of towns where nurses cannot afford to house themselves. And when you need a nurse you need a nurse.     
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