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Figure 2.2.1 Low levels of house building
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Source: Compendium Table 19.

Figure 2.2.2 Homes shortfall in the South
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New house building and household
formation

The publication of the final Barker report (Barker,
2004) has strengthened the government concerns to
ensure that there is an adequate supply of new
housing to correspond with recent and projections
for levels of household growth.

While new building levels have increased in recent
years, in response to the rapid increases in house
prices, Figure 2.2.1 clearly shows that new building
levels in England remain at very low levels compared
to those prevailing in recent decades. Total new
build completions in England in 2004 did rise to
just above the 150,000 mark, but this can be
compared to over 200,000 at the peak of the last
housing market boom in 1989, and over 250,000 in
the mid 1970s.

Figure 2.2.1 also shows that while most of that
reduction in new house building relates to the
decline in levels of investment in new social
housing, there has also been some decline in the
levels of private sector house building.

The concerns expressed in the Barker report are that
the low level of new house building has contributed
to the sharp rise in house prices over the last decade
(along with economic growth and falling interest
rates). While some critics have argued (rather
opportunistically) that new building represents only
a small proportion of the total housing stock, more
importantly it represents quite a significant
proportion of the housing on the market in any one



year, representing around one in eight of all
properties purchased in a year, and around one in
three of the houses purchased by first-time buyers in
a year.

Figure 2.2.2 shows the shortfall in new house
building levels compared to household formation in
England over the 15 years to 2003. From this it is
clear that the principal shortfalls relate to London
and the wider South East; and not to England as a
whole. Indeed there are some regions where new
house building has outstripped the growth of
households.

That said these figures need to be treated with some
minor caution, as the total supply of housing is also
affected by demolitions and conversions of existing
housing and non-housing buildings. These factors
do result in further net gains or losses in the
different regions, but they do not radically change
the overall picture. The annual shortfall of new
house building in London and the broader South
East of England is running at around 20,000

dwellings per annum. At most, net additions to the
stock from conversions etc. might account for
around a quarter of that shortfall.

If these figures provide broad support for the
government’s policies aimed at increasing housing
supply in London and the broader South East of
England, at the same time they also suggest that a
rigid application of the Barker prescription is not
necessarily required across the rest of England.

Second homes

The numbers of second homes owned by UK
residents rose sharply over the last decade - but the
greater part of that growth comprised second homes
abroad, rather than second homes within the UK.
This trend can be clearly seen in Table 2.2.1., which
is drawn from the Survey of English Housing, and
consequently only shows the numbers of English
households that have second homes.

The number of English households with second
homes within Great Britain rose 44 per cent to

Table 2.2.1 English households with a second home

Thousands

Location 1994/95 1995/96 1996/97 1997/98 1998/99 1999/00 2000/01 2001/02 2002/03 2003/04
England 215 185 201 224 248 229 244 205 256 298
Other GB 23 18 28 25 29 45 28 30 39 26
Outside GB 91 116 138 122 116 131 140 157 55 178
Total 329 319 367 371 394 406 412 392 450 502

Source: Survey of English Housing.
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324,000 over the decade to 2003/04. In contrast, the
number of second homes owned outside Great
Britain rose 96 per cent to 178,000. These figures
exclude those whose second home was someone
else’s main residence, and those who only have a
second home because they were in the process of
moving, or because they had inherited a property
which they intended to sell. It also understates the
number of second homes because some households
own more than one ‘second home’.

While the great majority of second homes are owned
(93 per cent), in a small proportion of cases they are
rented. Within England the greatest number of
second homes are located in the South West
(79,000), and in some local areas second homes
have a significant impact on affordability for local
residents. The same issues are apparent in a number
of areas along the west coast of Wales. Nonetheless,
those difficulties would be even greater were it not
for the trend to purchase second homes overseas,
rather than in the UK. The implications of this trend
in understanding measures of equity withdrawal are
discussed in Commentary Chapter 1.

Size and density

One of the elements of government planning policy
in recent years has been to promote higher density
developments, which in turn tends to favour the
construction of smaller dwellings. However, while
the predominant element in household growth is of
single person households it is not the case that they
necessarily wish to occupy smaller dwellings, or will
do so in practice.
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Figure 2.2.3 UK smallest new build dwellings in Europe
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Source: Unaffordable Housing: Fables and Myths, Evans and Hartwich, 2005.

Figure 2.2.4 Most non-decent homes in private sector
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Source: English House Condition Survey.

This point is illustrated by a new survey showing
that while a half of our housing stock comprises
small one or two bedroom dwellings, dwellings of
that size are wanted by less than a quarter of home-
buyers. While affordability constraints at the peak of
the housing market cycle, and the sheer shortage of
dwellings in some areas, will ensure that the smaller
dwellings now being constructed will be sold, there
is also a danger that in time these dwellings will
become difficult to sell or let.

Local authorities and housing associations have
already learned this lesson in many areas where
bedsits have become particularly difficult to let. The
trend towards building smaller dwellings is also out
of keeping with a broader rise in living standards,
and the increase in home working as well as the
increase in the range of consumer durables now
enjoyed by ever larger proportions of households
(Compendium Table 33).

While the size of the existing stock of dwellings in
the UK is relatively low compared to European
standards, it is not the lowest. The average dwelling
size for UK dwellings is 85 square metres. Portugal
(83 sq m), Greece (80 sq m) and Finland (77 sq m)
all have smaller dwellings, while those in Germany
(87 sq m) and France (88 sq m) are only slightly
larger.

However, in contrast, the UK is now building the
smallest new dwellings in Europe, as can be seen in
Figure 2.2.3. The average size of new build dwellings
in the UK is just 76 sq m, compared to 82 sq m in



Italy and Portugal, and over 100 sq m in
Luxembourg, Germany, France, Netherlands,
Belgium, Greece and Denmark. Nor is dwelling size
simply a function of building dwellings with less
rooms; new build dwellings in the UK also have the
smallest rooms (at 16 sq m) in Europe. This
compares, for example, with 21 sq m in Germany, 27
sq m in France and 28 sq m in the Netherlands.

Decent homes

Initial results from the 2003 English House
Condition Survey have focused on the issue of
dwellings that fail to meet the Decent Homes
Standard that is now the key government benchmark
for English housing policy. The results do show a
reduction in the numbers of non-decent homes over
the years from 1996 to 2003, especially in the social

rented sector, and for ‘vulnerable’ households in the
private sector. There has, however, been only a small
reduction for other households in the private sector,
as can be seen in Figure 2.2.4.

The largest fall in the numbers of non-decent homes
has been in the local authority sector, on which
government policy and resources have been most
concentrated. There has been very little change in
the numbers on non-decent homes in the housing
association sector, but in part that is a consequence
of recent stock transfers from the local authority
sector, where the post transfer improvement
programmes have not yet been completed.

However, the 2003 survey shows that 78 per cent of
all non-decent homes are in the private sector, and

Table 2.2.2 Private sector improvement grants in Northern Ireland (approvals)

Numbers £ (000s)
1999/00  2000/01 2001/02  2002/03  2003/04 | 1999/00  2000/01 2001/02  2002/03  2003/04
Renovation 1,369 1,584 1.435 1,497 1,420 14,685 1,720 15,774 16,523 15,834
Replacement 351 373 340 277 209 10,129 11,066 10,158 8,314 6,218
Repairs 3,509 3,820 3,382 3,758 3,337 2,302 2,400 2,140 2,273 2,077
Minor Works 1,944 2,378 2,413 2,973 2,841 1,602 2,007 2,081 2,592 2,620
HMO 146 174 183 178 214 2,918 3,485 3,910 3,687 4,458

Disabled facilities 1,386 1,564 1,600 1,564

Total grants 8,705 9,893 9,353 10,247

1,579 6,898 7,778 8,543 9,567 10,365

9,600 38,534 43,945 42,606 42,956 41,572

Source: Northern Ireland Housing Statistics, 2003-04.

Note:  Minor Works figures include Home Repairs Assistance grants, which replace them in 2003.
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over a half of all the non-decent homes occupied by
vulnerable households are located in the private
sector. In practice the concentration of ‘vulnerable’
households in the private sector is even greater, due
to the limitations of the measure of ‘vulnerability’ In
particular there has long been a very low level of
take up of tax credits by home-owner’s households
(around 50 per cent), although there is a possibility
that this may have improved under the most recent
tax credit regime, for which take up figures should
be available later this year.

There is also an imbalance in the government’s
decent homes targets. While it seeks to entirely
eliminate non-decent homes in the social rented
sector, it only aims to reduce the proportion of
vulnerable households in non-decent homes in the
private sector to 30 per cent by 2010. While that
modest target may be achievable it would still leave
over 800,000 vulnerable households living in non-
decent homes in the private sector. Moreover, if the
government wishes to make effective progress on
Kyoto targets it also needs to develop policies to deal
with the bulk of non-decent homes (and other
dwellings with low energy efficiency ratings) that are
occupied by ‘non vulnerable’ households in the
private sector.

Improvement grants

Expenditure on private sector improvement grants in
Great Britain, from 1990 onwards, are set out in
Compendium Table 57. Equivalent figures for
Northern Ireland for the five years from 1999/00 are
set out in Table 2.2.2, albeit that they are based on
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approvals rather than completions, which tend to be
around 10 per cent lower in each year. Even so this
suggests that outturn support for improvement
grants in Northern Ireland is higher than in
Scotland, albeit rather lower than in Wales.
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