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Northern Housing Consortium 
	Summary

The Callcutt Review of Housebuilding Delivery proposes changes in the housebuilding industry in order to achieve 240,000 new homes a year by 2016, at an affordable price, which is commercially viable and, contributes to meeting the Government’s ambitious zero carbon targets.

In its recommendations, the Review set out five propositions to meet the challenge of aligning government targets on building more housing to low carbon standards, with the industry’s commercial objectives of providing returns to their shareholders.

The five propositions are:

· The public and private sectors are incentivised to work in new ‘mature’ partnerships to bring low value sites for providing new, refurbished, affordable and energy efficient homes.

· Government commitment to infrastructure and services such as roads, schools, health services, public spaces and leisure facilities to build investor confidence in areas earmarked for regeneration.

· The regulatory framework is turned around so as to incentivise good quality and standards and to create opportunities for smaller firms.

· Government gives sustained leadership to its zero carbon objectives to underpin their delivery by the industry.
· Community management is given renewed priority as a key component of permanent regeneration and also to build confidence among financial investors in long-term asset growth in regeneration areas.

The recommendations are positive and we feel the sector should welcome them as complimentary to our work on sustainable communities. They represent an opportunity for the housing sector to build more effective partnerships with private developers and to drive higher standards in the housebuilding industry. 


Purpose of paper

This briefing paper is intended to highlight and provide commentary on some of the key findings and recommendations set out in the Callcutt Review of Housebuilding Delivery. It also considers the implications and concerns of the Review for housing in the North of England, to assist Consortium members to understand, prepare for and respond to these findings and recommendations. The Callcutt Report is linked to a number of recent consultation papers and reviews including the Housing Green Paper, the Office of Fair Trading’s (OFT’s) market study into housebuilding in the UK and, the Barker Review of Land Use Planning.
Background

The Callcutt Review of Housebuilding Delivery, commissioned in December 2006, was tasked with:

· Examining how the supply of new homes is influenced by the nature and structure of the housebuilding industry, its business models and its supply chain, including land, materials and skills;

· It also considered how these factors influence the delivery of new homes to achieve the Government’s target of now 240,000 new homes per annum by 2016, while meeting homebuyers’ requirements and aspirations, achieving high standards of energy efficiency and sustainability as set out in the Code for Sustainable Homes, and progressing to a zero carbon standard; and

· To make recommendations.

The key findings and 37 recommendations of this Review were published by Communities and Local Government (CLG) on the 22nd November 2007 in the Callcutt Review of Housebuilding Delivery report. The report concludes that England’s housebuilding industry can deliver 240,000 new homes a year by 2016, and three million more homes by 2020, provided that the industry and local authorities adopt new ways of working including sharing the financial benefits of investing in our towns and cities. The NHC welcomes the majority of these recommendations especially those which have particular relevance for housing in the North:
	Key Recommendations

· Government explores with the appropriate parties, ways in which the reporting of developers’ land holding in all companies’ financial statements can be made more transparent in the short and longer term.
· Government or other public agencies should stipulate faster build-out rates when disposing of land for housebuilding or within partnering agreements, as long as they can justify any loss of value this may incur.
· The private and public sectors are incentivised to work in new ‘mature’ partnerships to release low value development sites for housing.
· Community management is given renewed priority as a key component of permanent regeneration.
· The Homes and Community Agency should commission work on how community management can act as a stimulus for regeneration of wider areas and communities and provide expertise and support to local authorities to identify development opportunities and help set up development partnerships.
· Recognition of the value of small and medium sized housebuilders. To help them continue to grow, the PPS3 Guidance should be amended to stipulate that at least 10% of the five year supply of deliverable housing land should consist of sites for no more than 10-15 homes. When large public sites are sold a proportion of the area should be broken into small sites for separate development.
· More previously developed land, including redundant inner city sites, to be used to meet the demand for more housing. 
· A new integrated strong national regime of housebuilding inspection should be created and measures for more robust & consistent data introduced.
· The establishment of an independent body to lead and co-ordinate delivery and to incorporate existing projects into a combined programme of exemplar developments. 

· New arrangements for a single design review process for housebuilding to be set up nationwide and for construction which incentivise good quality and impose real penalties for poor quality.
· An annual and independent customer satisfaction survey.
· Sustained leadership from government to its zero carbon objectives.


Challenges

With demand for both home ownership and renting outstripping supply; with house prices growing faster than wages, there is an affordability issue in all regions. The need for an adequate supply of good quality new homes that minimises the impact on the environment has been a recurring theme of Government policy (e.g. Sustainable Communities Plan, February 2003 and the recent Housing Green Paper). The key challenge outlined in the Callcutt review is how the housebuilding industry can deliver 240,000 new homes a year by 2016 where they are needed, at an affordable price, which is commercially viable and meets the Government’s ambitious zero carbon targets.
To deliver the Government’s ambitions for housing growth, the report indicates that developers will need to adopt alternative business models, the private and public sectors will need to engage in new ‘mature’ partnerships, more land will be needed that the planning system has been delivering. Moreover, more previously developed land will need to be used to meet the demand for more housing and continued recognition given to the value of small housebuilders. There is also the need for enough skilled workers to cater for future homebuilding needs. However, recruitment and retention difficulties in key areas, as well as skills gaps, present significant challenges. These key issues and challenges will be explored in this paper.
Consortium viewpoint
The Callcutt Review of Housebuilding Delivery report is complimentary to the work of members and provides a clear policy lead which supports our approach to developing sustainable communities in the North. The report concludes that England’s housebuilding industry is in shape to deliver the 240,000 new homes we need a year by 2016. The Consortium welcomes the vision and objectives in the review paper; however, it is important for members to consider the implications of some of the key recommendations to meet the Government’s targets strategically and operationally, as they will affect current ways of working.
· Business Models

The supply of new homes is influenced by the housebuilding industry’s business models of which there are two vital elements: land (a relatively long term asset) and cash (very short term asset). Housebuilding is a business in which significant sums of cash are invested with no absolute certainty as to how much will come back, or when. It is not until homes are sold that cash can finally be extracted. 

Most housebuilders follow a “current trader” business model which consists of a cycle of land acquisition, development and outright sale. Profit is the margin between sale price and acquisition and development costs; the developer retains no long term interest in the property. Housebuilders following this business model have to manage three distinct areas of risk: project risk, market risk and planning risk. They also face economic risk which can exacerbate project and market risks. Callcutt states that the current trader business model is increasingly under pressure: at one end of the production chain, (land prices and land supply); at the other, from a market that is likely to slow over the months ahead. As margins tighten and gross returns for traditional housebuilders are squeezed, he believes opportunities may open up for alternative business models which offer longer-term returns for their investors. The NHC welcomes the new business models either being followed or under consideration by home builders to increase outputs including, the investor model, the self-build model and the RSL build-for-sale model.
The investor model

The investor model, in which developers retain (or sell to a third party) a long term interest in a developed site (housing for rent or the retained portion of shared ownership sales) is A key alternative approach to the current trader model. In addition to development profits, there is the potential to participate in future capital growth of the development, and also to deliver a range of management and other services to households which yield a continuing revenue stream. Under this model, the developer trades a proportion of the up-front development profit for the opportunity of long-term revenues plus future capital growth. Whilst yields are likely to be smaller than under the current trader model, they are more secure. 

The NHC recognises the advantages of this model. First of all, it opens up the opportunity to deliver a supply of affordable homes (rented or shared ownership) and bridge the affordability gap as described in the Housing Green Paper. In addition, it has the particular advantage that the developer has a strong business interest in delivering a good quality sustainable product. Moreover, this model is most suited for brownfield sites where land values are currently low but have the potential for recovery and therefore provides the opportunity to use more brownfield sites in the North, large numbers of which are currently underdeveloped. 
However, the NHC has some concerns that the long-term involvement of developers in affordable housing provision is largely untested, and raises a number of issues for both developers and Government. Long-term investors need assurance that their business model will not be undermined by shared owners “staircasing” up to full owner-occupation who then withdraw from participating in any long-term management scheme. Public authorities need assurance that developers (or their property managers) will act responsibly in the interests of tenants and that adequate safety nets are in place in case of financial or service failure.

The self-build model

In the UK, self-build has a lower share of new housing supply than in other northern European countries; but it is growing in popularity. Self-build developments generally achieve higher quality of specification and are more likely to be innovative in sustainability. They also exploit small sites particularly well, and are more likely to provide opportunities for smaller local builders. 

The drawbacks of self-build are as follows: it is a disparate sub-sector; spread very thin and not easy to reach. Furthermore, basic skills and guidance specifically aimed at the self-build industry are limited and may be insensitive to their location and surroundings. Although the NHC recognises that self-build on its own cannot deliver the increased volumes of housebuilding required, we feel it does have a contribution to make. The NHC therefore supports the recommendation that Government and its agencies disposing of land should consider the opportunity for self-build and aim to offer a proportion of the land in the form of small plots, where possible with ready access to services and infrastructure, for sale to self-builders. We also support the view that local planning authorities drawing up their strategic housing land assessments under PPS3 should aim to identify a supply of small plots suitable for self-build and other smaller housebuilders.

The RSL build-for-sale model

Traditionally, registered social landlords (RSLs) have focused on providing homes for rent, not for sale. However, modern social policy holds that single-tenure communities are undesirable, and seeks to create mixed communities in which the social and market sale homes are indistinguishable. This can be achieved by RSLs developing homes for sale (including shared ownership) and many of the larger RSLs are now doing this. Even if RSLs are under no obligation to deliver a return for investors they must take care to allow an adequate margin for risk and ensure the risk does not flow back to tenants, or indirectly to public funds. This model offers some merit in helping to create mixed communities which we favour.
· Partnerships
Local authorities currently have available to them a range of ways of working together, and with other local stakeholders, in order to improve the prospects and pace of housing delivery. The ways of working together are called Local Delivery Vehicles (LDVs), the main forms of which include Urban Regeneration Companies (partnerships of local/regional/national stakeholders), Special Venture Vehicles (focused on social rented or shared ownership), Urban Development Corporations (statutory bodies with special powers and funding) and City Development Companies (city or city region wide economic development). 
However, to help meet the Government’s ambitious targets the report also recommends that new ways of working will be needed, and calls for new ‘mature’ partnerships to be developed in the private and public sectors to bring forward low value sites to provide new, refurbished, affordable and energy efficient homes and realise mutual financial benefits. The report recommends specific roles for the new Homes and Communities Agency in facilitating partnership working between the public and private sectors. 

This new way of working may cause concern for some of our members because at times there have been feelings of mistrust between the public and private sectors. However, there are many examples of positive partnerships between RSLs, local authorities and housebuilders in the North. In particular, experience of the housing market renewal partnerships has shown the potential of such partnerships. Moreover, change in working can come about if the basis of the commercial relationship is agreed and fixed at the very beginning of the site identification process. 
The challenge for housing in the North is for housing associations and local authorities to build on existing partnerships and work much more closely with developers to negate feelings of mutual suspicion and mistrust and maximise use of brownfield sites. The NHC has recently been commissioned by the Housing Corporation to carry out a project which explores the means by which affordable housing delivery can be improved across the North through better management of our land resources. This project will hopefully help shed further light on developing new partnership working. The project involves six demonstrator sites, all of which are, (alongside other key issues), exploring how effective partnerships can help speed up the development process. For instance, Bradford Community Housing Trust (BCHT) is exploring the merits of creating a public private partnership vehicle to regenerate the city and provide affordable housing. Similarly, Gentoo is investigating how the Group can improve the position in the land market through innovative relationships with the institutional private finance sector.
· Regeneration

The Callcutt Review concluded that a renewed focus on regenerating our towns and cities will meet much of our future housing needs. The report focuses on how to get homes built in inner city and deprived areas and stresses the need for new settlements and edge-of-town development if the target is to be met, but cautions against urban sprawl. 
The task is not easy as resources are stretched and as Tamar Wilner states, “the market currently directs most investment into wealthier areas and depresses the quality of development in deprived zones” (Regeneration and Renewal, 23 November 2007 pg 15). Continued government commitment and funding is needed to transform areas such as HMR Pathfinders into places to live that have a strong economic foundation and are desirable places to live.

Callcutt acknowledges growth in housing values from a redevelopment scheme can quickly go into reverse unless integrated within a settled and well managed community, requiring organisation, long-term resources and fully funded proposals for community management. Community management can act as a stimulus for regeneration of wider areas and communities and also to build confidence among financial investors in long-term asset growth in regeneration areas; it is an essential part of a local authority’s brief to its preferred partner. The NHC is therefore pleased to see that community management is given a renewed priority as a key component of permanent regeneration in the report and supports the recommendation that housebuilders look for partners with the necessary expertise in community management and the expectation of many of the local authority’s “preferred partners” will consist of a consortia of deliverers like housing associations, management companies and financiers. 
Infrastructure

Infrastructure is the key to meeting out future housing needs. As previously stated, one of the five propositions set out in the Review recommendations is government commitment to infrastructure and services including roads, schools, health services, public spaces and leisure facilities to build investor confidence in areas earmarked for regeneration. In addition, the Housing Green Paper recognises that infrastructure is essential to creating places and homes that people want to live in. 
The NHC, alongside the Northern Way, acknowledges that more investment in infrastructure is needed in the North to help bridge the £30b output gap between the North and the South. We are therefore pleased to see that Communities and Local Government is already investing over £1 billion in the Growth Areas and £40 million in the New Growth Points between 2003 and 2008 including support for local delivery vehicles to co-ordinate investment and infrastructure. This funding supports capacity building, site infrastructure projects, town centre facilities and wider community facilities including 10% of Growth Area funding being dedicated to the provision of green infrastructure such as parks since 2006. We feel that the expansion of the New Growth Points programme into the North is a significant and positive step towards increasing housing supply, addressing affordability and increasing rates of growth. It is encouraging to see that there have already been expressions of interest from northern authorities regarding bidding for funding.
Nevertheless, the New Growth Points programme has caused apprehension about the future of funding for the Housing Market Renewal (HMR) pathfinders. The HMR programme has made much progress in tackling issues of low demand and housing market collapse in towns and cities across the North and Midlands. While it is true that the pathfinder areas have begun to experience house price increases, vacancy rate reductions, and reductions in rates of population change, these are still well behind regional averages and it is fair to say that their job is not yet complete. The New Growth Points programme has been touted as the next step for the pathfinder areas; however, this agenda is not necessarily the correct progression for all. Those pathfinder areas with high levels of vacancies will not benefit from an increase in new housing supply. It is only through the continued work of the HMR programme in revitalising housing markets that the underlying issues can be resolved and these areas can reach a point where they will need an increase in housing supply.

Attribution model 

The NHC welcomes the attribution model outlined in the review which allows infrastructure to be provided at the start of development but requires no public funding. Under this model, the whole or part of the cost of new infrastructure which is needed for new development across an area is met by proportionate contributions by the developers of sites in that area; and funding for the infrastructure is available even if not all the sites are developed at the same time.

· The local planning authority identifies the area including development sites which will benefit from the new infrastructure as the attribution area.

· A proportionate share of the cost of the new infrastructure is attributed to the development sites on an appropriate basis (e.g. pro rata to square metres).

· A company is established, or an existing company is selected, to construct the infrastructure.

· Where not all sites receive planning permission at the same time, the infrastructure company is then able to borrow against its expectations of future income. If the company is a private company, then this borrowing will not count against the public borrowing requirement.

The attribution model has several advantages. Namely, it can be used for a variety of types of infrastructure, and attribution areas can overlap or be overlaid on one another, so long as this does not render individual sites unviable. In addition, the model can be used even where the whole attribution area is owned by a single developer. Moreover, it does not require the whole site to be built out at the same time and prevents people from taking advantage of infrastructure paid for by others. Key to the model is the formal designation of the attribution area, which underpins the ability of the infrastructure company to borrow at favourable commercial rates against its expectation of future income. 

· Land issues

Land is the key to housing delivery and realising the 2016 vision. The Review concludes that given sufficient land, and subject to their recommendations, the industry and its supply chain has the capacity to meet the Government’s objectives on volume, quality, environmental performance and affordability. Regularly housebuilders have been criticised for holding land longer than they need to but Callcutt states that land banking is not the real land issue. The review calls for much more previously developed land (brownfield), including redundant inner cities, to be used to meet the demand for more housing and the proportion of Greenfield development to be kept to a minimum. Whilst we agree in principle with this key recommendation, we have some concerns that maximising use of brownfield sites poses a real challenge to the North to deliver sufficient affordable housing. 
Land banking
Callcutt concludes that housebuilders holding land for longer than they need is not widespread and even if stocks of land were built out quickly, there would be no impact on the long-term supply of housing, except to add to the housebuilder’s risk and discourage some marginal developments from taking place. Research by Savill indicates that only 8% of land suitable for housing development is owned by housebuilders, whereas 25% is owned by commercial and mixed developers and 61% is owned by non-property companies, e.g. the public sector. As Callcutt states, “Measures aimed at releasing the housebuilders’ land may be aimed at the wrong target”. We welcome the fact the report sets the record straight on the myth of landbanking because this will enable the Government to concentrate on addressing the real problems with new housing delivery.
Brownfield sites

The national target is for over 60% of homes to be built on previously developed land (brownfield sites) to provide more homes to meet growing demand. The North has a great deal of brownfield land resource and therefore the NHC broadly welcomes this target. The three northern regions combined, contain 38% of all of England’s previously-developed land that is unused or may be available for development. As a proportion of all their developed land, the three northern regions also have the highest percentages of brownfield land in England. 

Previously-developed land as a proportion of all developed land, 2006

	North East
	6.6%

	North West
	6.9%

	Yorkshire and the Humber
	7.1%

	East Midlands
	6.2%

	West Midlands
	4.7%

	East of England
	5.3%

	London
	2.8%

	South East
	4.8%

	South West
	5.2%

	England
	5.4%


Source: Communities and Local Government

Nevertheless, there are distinct differences in brownfield land quantities between the three northern regions. The North West region has the most previously-developed land in England and notably, the most vacant and derelict land. Yorkshire and the Humber has the third most previously-developed land and second most vacant and derelict land; in contrast, the North East region has the second least available, brownfield land in England except for London, raising questions as to the long-term ability of the North East region to bring forward and utilise brownfield land. 

Moreover, while the North may have high levels of brownfield land, not all brownfield land is suitable for housing. In actuality, (as the graph overleaf shows) the northern regions have the lowest amounts of available brownfield land that is suitable for housing in England and considerably higher amounts of land allocated for employment use or with no allocated use. This means that while the North West and Yorkshire and the Humber, in particular, have high levels of brownfield land available, the majority of this land will not play a part in meeting the targets for affordable housing. 
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Furthermore, of the brownfield land in the North that is suitable for housing around a third in each region has no planning allocation or permission attached to it.

Previously-developed land that is suitable for housing by planning allocation or permission, 2006

	
	No planning permission
	Housing
	Mixed Use
	Other

	North East
	31%
	34%
	29%
	6%

	North West
	33%
	35%
	21%
	10%

	Yorkshire & the Humber
	35%
	29%
	19%
	18%


Source: Communities and Local Government
As well as the shortage of brownfield land available for housing in the North and questions as to how we can increase this figure, there are also additional concerns with the use of brownfield sites that need consideration and these issues tend to affect all regions. Namely, many brownfield sites require regeneration in addition to redevelopment leading to delays in development and therefore substantial costs compared with building on Greenfield sites. These include:

· Site assembly urban sites can frequently be in multiple ownership and having to progress several site acquisitions simultaneously can make the whole process much more expensive;

· Reclamation and remediation: previously used land exists in a wide variety of forms. Our long industrial history in the North has resulted in a substantial legacy of land contamination. The exact amount of contaminated brownfield land is unknown because sites are often not identified as contaminated until planning permission is sought. However, there were 890 determinations of contaminated land between 2000/01 and 2006/07 (Defra). The long-term liabilities associated with contaminated land can greatly impact the financial risks of such developments.

· Many difficulties or unusual situations can occur on brownfield sites, like:

· making safe or refurbishing existing buildings;

· demolishing structures;

· assessing and then dealing with actual or potential contamination from previous obnoxious site uses, including asbestos in the buildings;

· commissioning archaeological surveys and incorporating significant finds within the development; 

· surveying for and looking after protected wildlife; and

· The requirement to decant existing occupiers. 

There is an urgent need for more affordable housing across parts of the North. The affordability crisis is no longer just a South or South East issue. The golden triangle area of Leeds, Harrogate and York, rural commuter areas of Northumberland and the South Lakes area of Cumbria are recognised as the hotspots of affordability in the North. Moreover, affordability is not just an issue in these high value areas but also in our city regions and former coal mining areas where house prices are out of the reach of average incomes. To help our members make best use of the available brownfield land across the North and help maximise the delivery of affordable homes to ensure the North makes a significant contribution to the governments target for new homes, as previously stated, the NHC is undertaking a project exploring the means by which affordable housing delivery can be improved across the North through better management of our land resources and by addressing the land obstacles currently hindering progress. 
Strategic Housing Land Availability Asessments
The use of Strategic Housing Land Availability Assessments (SHLAAs), to be undertaken by local planning authorities, will help to ensure that sites suitable for housing are brought forward. SHLAAs will provide the evidence base to support the delivery of sufficient land for housing to meet the need for more homes. However, the Review acknowledges that local authorities are likely to need more reliable information across a broad front in order to compile their strategic housing land availability assessments including information on land holding, housebuilding production and build out rates, and on changes of use, conversions and demolitions in the existing housing stock. At present information on all these key measures is unreliable or non-existent. We feel that if authorities’ efforts are not co-ordinated, a valuable opportunity to build a comprehensive national database will be missed. We therefore recommend that our members work across authority and with the help of the regional government offices, develop standard definitions and methodologies to improve the quality of house building data. We understand that the North East Assembly is working with One NorthEast, Government Office North East, the Home Builders Federation and local authorities to develop a common regional approach to undertaking SHLAAs. This aims to provide regional consistency of approach and in terms of the data used for the Assessment. It also proposes a universal approach to the involvement of key stakeholders, such as developers and estate agents. 

The assessment requires planning authorities to identify specific, deliverable sites over a 15 year period; with sites that are ready for development to be identified for the first 5 years and potentially developable sites to be identified for years 6 to 10 and ideally also for years 11 to 15. If local planning authorities succeed in identifying enough sites through their assessments they can benefit from the new Housing and Planning Delivery Grant (HPDG) as established in the housing green paper. The HPDG is intended to reward those authorities that meet their agreed development timetables for new housing as set out in Planning Policy Statement 3 (PPS3) and who identify at least 5 years worth of sites ready for development with a further 10 years worth in plans as required from the SHLAAs.
For the North West and Yorkshire and the Humber, identifying enough land should not prove too challenging as has already been seen they have plenty of brownfield land available. It will be more difficult for the North East however, because this region has less brownfield land and the new HPDG could prove detrimental to this region as it does not have the land availability from the outset. 
· Encouraging Investment in low value areas
Low demand areas with declining property values, including areas of existing deprivation, but also areas on the cusp of economic decline, where early action may avert the need for stronger intervention later offer a huge potential for housing development and renewal and represent a key opportunity for potential investors. We therefore support the recommendation to amend the Government’s guidance in relation to PPS3 and Sustainable Community Strategies so as to strongly encourage local authorities to consider the scope for drawing new private investment for housing and other development into areas where property values are currently low. 

However, housebuilders or developers and their shareholders consider many of these previously developed urban sites as not being immediately attractive to build on. They are concerned that both housing and commercial value growth will not be delivered, or sustained in the longer term. They are generally slower and more expensive to redevelop and they may not deliver the returns which investors in housebuilding expect. Such sites are also much more sensitive to cost increases, whether through build inflation or increased regulatory standards and costs. 
The findings of the review advocates that it is strongly in the interests of central government and local authorities alike to address these risks, since that is the key to unlocking urban land which is low in commercial viability. The NHC therefore supports the recommendations advocated in the paper which provide developers and their shareholders with the confidence that they require. 

Furthermore, we feel that to also help attract private investors, local authorities need to offer potential investors other assurances including:

· Offering their partners the opportunity to shape the priorities for their area through Local Area Agreements (LAAs) in which they commit to deliver specific outcomes as measured against selected national performance benchmarks.

· Through convening and often chairing Local Strategic Partnerships (LSPs) in which authorities engage with public, private and third sector partners to determine local priorities. LSPs play a central role in developing Sustainable Community Strategies and in determining the priorities for LAAs. Callcutt recommends that preferred housebuilding partners be invited to join, or at the very least to engage with the LSP. The challenge for the North and other regions is how to ensure housebuilding partners are fully engaged through the LSPs. 
· Planning

It has been seen that to achieve the Government’s target for new housing supply, more land will be needed than the planning system has been delivering. It is recognised that the planning system is one of the most important public policy instruments to influence the performance of the housebuilding industry and ensure it works in the public interest, especially in the pursuit of sustainable development. A sound policy framework is vital to ensure an adequate supply of development land is available. 
Like Callcutt, we are therefore pleased to see that Planning Policy Statement 3 (PPS3) and the Housing Green Paper have set out a new range of measures to release a greater supply of land for housing.
In particular, PPS3 sets out new requirements on local planning authorities:

· To identify sufficient land to meet demand for housing over at least a 15 year period;

· To maintain a rolling five-year supply of deliverable land for housing;

· To use Annual Monitoring Reports to monitor the supply of deliverable sites on an annual basis; and
· As part of that process, to prepare and keep up to date a Strategic Housing Land Availability Assessment.

In a market where margins are already under pressure, new statutory requirements to build out quickly run the risk of depressing the rate of production or increasing the rate of business failure. However, like Callcutt, we feel it is reasonable for Government to take more targeted measures to deter the potential for abuse, by adding to the cost to a developer of lengthy delay on a site with an implementable planning permission. We support the recommendation that the Act be amended so that the permission is not considered to have been exercised until a substantial start on the site has been made. By requiring the developer to invest significant capital in initial works, we accept this would create a much stronger incentive to complete the development promptly.

Section 106 Agreements
Local Planning Authorities (LPAs) aware of the value of strategic land and, as a condition of the planning consent, look for as substantial a contribution as possible from developers towards the provision of infrastructure, affordable housing and other essential educational, sports or community facilities (known as “Section 106 agreements”). Once the agreements have been signed, the housebuilder has a full consent to proceed with the development. Being able to negotiate down the planning contributions sought by the planning authority can make a significant difference to profitability. The amount and location of affordable housing is a major factor. Developers will generally seek to provide the minimum by way of affordable housing since it yields either a zero or low land value. Given a free choice, they will also seek to locate the affordable housing in a position where it will have the least adverse impact on market values, resulting in layouts in which affordable housing is concentrated in the most remote and often undesirable section of the site, often separately accessed. With a chronic shortage of affordable housing in parts of the north we feel it is imperative that planners negotiate a good deal of affordable housing and seek to counter-balance this by a better distribution of affordable housing, like “pepperpotting”.

We support the recommendation that government should review the advice on local planning authorities’ flexibility for negotiating lower levels of developer contribution on marginal sites than set out in their plan, and should consider the scope for specifying clawback in the event that the housebuilder, thus freed of obligations, makes additional profits. We agree that CLG should work with the Homes and Communities Agency, local government and the development industry, either to develop a new standard methodology, or to adopt an existing methodology, as a basis for determining the level of mitigation. 
We also feel that affordable homes provided under Section 106 agreements (S.106) could be delivered faster, better and with more certainty if, serious consideration is given to the findings of new research published by the national regeneration agency, English Partnerships, the Housing Corporation and the Advisory Team for Large Applications (ATLAS) in their report Cascades. The report indicates that negotiations, especially on large planning applications often stall and hold up progress because there is an unacceptable risk that funding will not be available for S.106 affordable homes, especially if a scheme stretches over several Housing Corporation investment programmes. The report proposes that a robust cascade agreement - one that includes options for varying the quantity, tenure and mix of affordable homes over the lifetime of a large scheme - should be explored as part of the overall planning negotiation.”

Small housebuilders

We feel that local planning authorities seeking to identify specific, deliverable sites for housing development will naturally focus on larger sites, especially where one or two large sites are sufficient to meet the full requirements for the next five years. This poses a risk that the authority will not look further, and consequently smaller companies are effectively excluded from the market. This is undesirable because small and medium sized housebuilders are essential for the health and growth of the housebuilding sector and should continue to grow. In particular, smaller housebuilders are vital in the rural areas of North to develop much needed affordable housing.
Moreover, for smaller firms, it is not just about build out rates but also delivering good quality housing. Smaller firms, operating wholly in local markets, are more likely to be motivated by reputational risk; their business depends on their good name in the market which they serve and so quality as well as build out rates is important. Furthermore, they are well placed to take advantage of small sites, which do not command the majors’ attention including “windfall” sites. 

To ensure that small and medium housebuilders continue to have sufficient opportunities to prosper and grow we support the recommendation that the Guidance accompanying PPS3 be amended to stipulate that at least 10% of the 5-year supply of deliverable housing land should consist of small sites (for 10-15 units or smaller), and to give more prominence to the requirement to consider planning applications for windfall sites and that when large public sites are sold a proportion of the area should be broken into small sites for separate development. 
· Skills

Housebuilding requires a wide variety of skills including planners, valuers, surveyors, architects, designers, labourers, site managers, marketing professionals and lawyers. 
The long-term concern across all sectors of the industry and in every region of the UK is to ensure there are sufficient numbers in the construction industry and planning to meet the increased demand for housing. Although total construction employment in the three Northern regions are forecast to increase by 2011, to meet the demands of construction outputs for the North, there needs to be on average 18,210 extra construction workers employed per year (CSN, Experian). 

Many organisations have identified a skills gap; a shortage of skilled labour in the building industry could become an acute constraint or achieving greater output. We therefore welcomes the emphasis on skills provision to cater for future homebuilding needs and favour the recommendations outlined in the Review paper to address the skills issue including: the promotion of common definitions for skills and shortages on which all future research can be based, that local authorities invest in multi-disciplinary strategic teams in their planning department and that ConstructionSkills be asked to prepare a specific sub sector skills agreement for housebuilding.

· Sustainable communities

The key findings and recommendations in the Review paper are ones which compliment the work of the housing sector. Research published by the Joseph Rowntree Foundation highlighted the important role of mixed housing in providing sustainable communities. The NHC and its members agree that mixed tenure is vital for sustainable communities; we therefore welcome the recommendation for the building of sustainable mixed use communities. 
Moreover, we believe that quality in housebuilding is closely linked to considerations of sustainability. However, as has been seen, in a market which does not offer a cost-effective return for higher quality and because few home buyers demand higher quality standards; with demand exceeding supply and mortgages at 40% of take home pay, house buyers tend only to consider price, size and location, many housebuilders just build to meet regulatory and warranty standards. As Callcutt states “there is little incentive for them to go further and as the latest CABE audit shows many do not.”
Housebuilders striving for high quality design in housing and place is vital for the success of the North. An attractive and affordable housing offer will not only improve people’s quality of life but as previously stated, attract much needed new businesses and investment to the region. The NHC is therefore encouraged to see that the Review has focussed on both quality and volume of house building and acknowledges that the ‘quality’ of housebuilding must be central to both government policy and the culture of the industry.
We very much welcome Callcutt’s recommendations for construction which incentivise good quality and impose real penalties for poor quality. There will be bonuses for developers who meet certain targets. We favour the call on the Government to establish a regulatory body to approve the design of new housing development and believe that sustained leadership from government to the building sector on meeting zero-carbon targets for housing is crucial. 
CABE currently operates a design review service for significant development schemes including housebuilding. However, as the scheme is voluntary and as housebuilders are mindful to secure good value for investors they tend not to see any great commercial benefit from design review. Similar to Callcutt’s view we believe that design review is a valuable process, but to incentivise more active take up, we agree with Callcutt, that it needs to offer more tangible rewards to housebuilders, and to be more transparently consistent. We therefore favour his recommendation that there should be a single design review process for housebuilding, arranged and available nationwide. We feel that some phasing-in arrangements must be made available and preferential rates applied for small developments to ensure the continued growth of much needed small to medium sized developers.

However, we also believe that the report should have made tougher measures to ensure all house-builders meet the Government’s target. We feel that private developers should be compelled to meet the same tough environmental standards and timetable already being met by the nation’s housing associations to stand any chance of meeting the Government’s target for all new homes to be zero carbon by 2016. From April 2008, housing associations will be required to reduce the carbon emissions of the vast majority of their new homes by 25%. However, the same standard will not apply to private developers until 2010 – and by that time housing associations will have moved on to even further reductions.

Whilst we favour the implementation of the above recommendations to incentivising good quality design, we feel they also pose key challenges for housing providers in the north. The latest CABE audit (February 2007) stated that 82 per cent of homes built over the past five years were “failing to measure up on design quality” and CABE’s northern audit shows that new build houses of the highest quality are still in too short supply in the north. Furthermore, our report ‘Accommodating a Greener Future’ highlights that much more needs to be done by housing providers in the North to meet the Government’s green targets and ensure good quality design. However, it also provides some useful best practice examples of housing design and green issues which our members may find useful. 
· Customer satisfaction

We feel that there are still issues around levels of customer satisfaction with service quality as recognised by Kate Barker, in 2004, who recommended that the housebuilding industry must demonstrate increased levels of customer satisfaction and recommended that the Housebuilders Federation develop a strategy to increase the proportion of house buyers who would recommend their housebuilder from 46% to 75% by 2007 and levels of customer satisfaction with service quality should rise from 65% to at least 85%. 

Callcutt advocates that government strengthen the hand of house buyers to underpin the housing growth agenda and reduce the longer term risks experienced with some of the post-war and 1960s housing developments. He recommends that an annual and independent customer satisfaction survey of house buyers be commissioned and funded by government. We favour the move to monitor customer satisfaction for buyers of new homes. Furthermore, we support his recommendation that government announce that after two years it will cease dealings (including, land sales and the payment of housing grants) with any housebuilding firm which fails to achieve a predetermined standard of customer satisfaction. We feel this timescale will allow housebuilders time to rethink and reshape their business practices and by also providing special arrangements to new entrants to housebuilding and small firms, for whom information on customer satisfaction is not available, we feel that small housebuilders will not be disadvantaged. 

Action points for members
· Work with the government office regions and across authority to develop your evidence base using the Strategic Housing Land Assessment model and update your local and sub-regional housing markets with secondary data sources

· Further partnerships with the private sector in new ‘mature’ partnerships and engage with local communities through LSPs, LAAs to ensure the active representation of communities 

· Develop positive approaches to the training and employment of local labour and adopt effective measures to retain key skilled workers including planners 
· Strive for higher quality design such as the 2006 Housing Corporation excellence in design study and the House Building Federations Building for Life initiative 
· Continue to expand the innovative models of delivery already well developed in the North through further community ownership work - the NHC’s recent report “Building Strength through Community Ownership” highlights the benefits of community empowerment in revitalising local areas and illustrates what can be achieved when assets are transferred to local communities including learning new skills, improving the local environments and economy
· More local authorities to move towards setting higher affordable housing expectations from their Section 106 agreements.
Next steps

The Government is currently considering the key findings and recommendations specified in the report. The Government has said it will:
· Introduce a new legal definition on what constitutes a 'substantial start' by a developer to avoid major sites being held up by long delays. The Government will consult on options for tougher planning rules on when a development has officially commenced.

· Introduce new 'fast track contracts' to help speed up the development of new homes on public sector land. 
· Give increased support to sustain the Government's drive to make all new homes zero carbon by 2016, through a new body to monitor and co-ordinate work on delivering the target. 
· Closely examine proposals for an annual independent customer satisfaction survey on new housing, working with the Office of Fair Trading, and considering whether housebuilders' results should be linked to future allocations of public funding or bids for public sector land. 
· Agree a 'new industry standard' to increase transparency of developers' land holders held for future housing. 
The NHC will consider some of the key recommendations around land supply and planning outlined in the Review report as part of its Innovation and Good Practice project which is due for completion in March 2009 with the publication of a Land Assembly Manual. The Consortium will also be lobbying government to ensure sustained and adequate funding for the northern pathfinder areas and to ensure the Government gives a clear message that it is committed to achieve zero carbon homes by 2016.
The NHC responded to the OFT’s market study into the Home Building industry which was launched on 22 June 2007. The OFT will publish the responses to this study in the summer 2008. The NHC will take up any issues for the North emerging from this paper to support members and help ensure the delivery of sufficient quantities of cost-effective high quality new houses.

The Prime Minister recently asked Matthew Taylor, MP for Truro and St Austell, to conduct a review on how land use and planning can better support rural business and deliver affordable housing. Many rural communities including those in the North are faced by a combination of higher than average house prices and lower than average local wages creating challenges for individual families, the local economy and the wider sustainability of the community. The Consortium is acting as a central point for Members to feed their invaluable evidence to CLG.

The Consortium also intends to respond to the Government’s consultation paper “Creating Strong, Safe and Prosperous Communities Statutory Guidance”, which provides guidance to local authorities and their partners on creating strong, safe and prosperous communities and covers, Local Strategic Partnerships, Sustainable Community Strategies and the new duty to involve, Local Area Agreements. 
The findings and recommendations outlined in the Callcutt Review of Housebuilding Delivery report can be accessed via the CLG website at www.communities.gov.uk.
Briefing prepared by:

Helen Kerridge, Senior Policy and Research Officer

helen.kerridge@northern-consortium.org.uk
0191 5661026 (direct dial) 
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