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 Executive Summary 
 

The current housing supply problem 

The affordability problem dominates England’s housing market: an increasing proportion of 
disposable household income being consumed by housing costs; difficulties for younger 
generations seeking to access the housing ladder, despite aspirations and expectations to do 
so; and, very long waiting lists for social housing. 

The fundamental cause of the long-term affordability problem is the effect of supply 
constraints in the context of growing household demand. 

Recent house building figures make depressing reading. Although over 230,000 net 
additions are required on average over the next twenty years, in 2009-10, there were only 
115,000 new build housing completions in England.1 In fact, we have not seen this level of 
total annual completions since the 1970s, and the private sector alone has not built this level 
of new dwellings since the 1930s.For two decades and more, the supply of housing – both 
private and public – has fallen well short of the level needed to match predicted increases in 
demand.2 The situation is set to worsen with household numbers rising rapidly in the 
decades ahead.  

A perennial problem? 

Evidence suggests that recent governments have been less effective than their 
predecessors in tackling the underlying problems in the housing market such as supply. 
This research assesses why this might be the case by analysing the last hundred years of 
housing supply policy in England. It seeks to answer two questions: First, to what extent 
have successive governments since 1918 succeeded in addressing housing supply 
challenges? Second, what factors explain whether governments have pursued and achieved 
these objectives? In answering these questions, this report differentiates between agenda 
setting (the political process that identifies which policy objectives central governments 
pursue) and delivery (the process through which top-line national objectives are brought into 
being – usually at the local level).  

Our research shows that some governments unequivocally have succeeded. Successful 
governments included those of the 1930s and those from 1945 through to the 1960s. Many 
other administrations of the past certainly did not categorically fail: by the early 1970s, 
objective analysis suggests that the backlog of housing need had been cut dramatically and 
there was slow growth in household numbers. 
                                                
1 HMG, Laying the Foundations: A Housing Strategy for England (2011) 
2 This problem was clearly identified in 2004 in Kate Barker, Delivering stability: securing our future housing 
needs chapters and annexes (London: HMSO, 2004). See also, FTI, Understanding supply constraints in the 
housing market (2012) 
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Factors explaining why recent governments have failed 
So, what explains the failure of more recent governments? Political, market and regulatory 
conditions have altered markedly over the last century. These have combined to reduce the 
motivation of political parties to address the housing supply problem. Many of the same 
factors have also affected the ability of those governments that are motivated to address 
housing supply challenges of their day to achieve these objectives. 

Changing voters, changing ideology 

Much attention has been dedicated to the planning process as a constraint on necessary 
supply. Planning has become more complex thus introducing additional costs and 
uncertainty for investors since the Second World War, but this is only part of the story. 

Three important drivers of political motivations are: the nature and visibility of the problem; 
the interests and aspirations of voters; and the political and economic ideology. So it is vital 
to understand how these factors have interacted and indeed changed over time.  

First, the tangibility of the housing supply problem has dipped significantly as visible 
indicators of the housing shortages (such as slum housing and overcrowding) have been 
reduced significantly. Future household growth is a much less powerful motivating force 
than current visible failings. Second, homeownership has dramatically increased as a result 
of rising incomes and Government support. This support appears to have been driven partly 
by the wish to help voters meet their aspirations to own a home, and partly by the belief in 
the political and economic benefits from wider asset ownership.  Third, an ideological shift 
has taken place in housing policy, with belief in the market trumping reliance on the state. 
This has driven a number of big changes: social housing now has a much narrower role than 
it did in the middle of the twentieth century, with general needs housing delivered principally 
through the private market; state funding has switched from supply-side capital grant to 
demand-side subsidies to the individual in an attempt to instil the dynamic of the market into 
affordable housing. State support is now increasingly focused on means-tested benefits, at a 
time when attitudes to welfare spending are hardening. 

The impact of these changes is set out below. 

Less visible 

Housing and housing supply was a clearer problem at many times in the past – both to 
voters and to politicians responding to voters’ concerns. Especially since 1950, there has 
been remarkable headway in reducing indicators of poor housing and housing need, such as 
overcrowding and shared housing. Now the challenge is more the future growth in 
household numbers – a less tangible motivating force. Society is wrestling with a different 
housing problem now compared to the past.  
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More homeowners  

Remarkable changes to housing tenure since 1918 have meant that many voters now have 
far less interest in increasing housing supply. The number of homeowners has swelled 
dramatically from 23% of households in 1918 to around two thirds of households today.  

This has had a number of significant effects. First, at the central government level, 
policymakers increasingly focus housing policy on homeownership policy, whether this is 
providing reassurance to homeowners that they can continue to service their mortgages or 
to subsidise the next cohort of homeowners to get on the housing ladder – often through 
demand-side measures that serve to inflate prices rather than significantly boost supply.  

Second, at the local level, homeowners tend to be more anti-development than those in 
other tenures. Just in sheer numbers, this has served to increase over the last century the 
downward pressure on new supply of housing. However, this is aggravated by an ‘insider-
outsider’ dynamic at the local level. Those on the inside (homeowners) wield 
disproportionate power over planning policy, being as they are more vocal and more involved 
in local politics than those in other tenures. Insiders (homeowners) have little interest in 
boosting supply because they have a long-term interest in their community and have a 
vested interest (and an invested interest) in house prices remaining high. ‘Outsiders’ in 
contrast are not only fewer in number but are also less politically cohesive and powerful, 
comprising those who have a less permanent stake in the community, groups who do not yet 
live in the area and younger people (some of whom do not have the vote). 

Given that homeowners are powerful politically at the national level and at the local level, 
this has led to a form of path dependent policy favouring property-ownership. The insider-
outsider effect means that homeowners – the “insiders” - have disproportionate political 
power, so that their interests are over-represented in the political debate. Consequently, 
supply is constrained, increasing the value of homes as an asset, and further fuelling voter 
demand for home ownership.  
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Figure 1: Homeownership and a low supply equilibrium 

 

 

Central government has made various attempts over the years to tilt local decision-making 
away from the power of insiders, through targets and financial incentives, and pushing 
decision-making and power on economic growth down to the regional and local level. But, 
arguably, central governments themselves do not have a strong motivation to take drastic 
action to tilt the balance of power given the current composition of the electorate.  

 

Social housing: the ideology of the market 

The middle of the last century saw the public sector emerge as a major player in the 
provision of housing. What was striking was that unlike today, state support for housing was 
not concentrated purely on low income families. In 1979, 20% of households in the top decile 
of the income distribution lived in social housing, compared to close to zero by 2004-05.  An 
increased focus on allocating housing to those most in need, rather than those who were 
seen as more “deserving” changed this. Policies such as Right to Buy further reduced the 
stock of social housing, leaving greater concentrations of low income families in the sector. 
In 1971, just over 32% of households rented from local authorities or housing associations. 
The figure today is below 20%. 

The shift in focus of social housing towards those most in need was driven partly by the idea 
– growing in emphasis in the 1980s - that the market should be the main provider of housing 
for those who could afford to live in private sector housing. It was thought that the greater 
efficiency of market incentives would mean better incentives to invest in and maintain 

Increase in numbers of homeowners 

Increases the number of insiders with an interest 
in house price growth 

House prices escalate as demand is not being 
met 

More non-homeowners view housing as an 
investment and perceive disadvantage in not 
being a homeowner 

Government assists homeownership  
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properties. Even for those who could not afford market rents, the private rented sector was 
to play a greater role, with a switch away from state support through housing stock 
investment to support through the means-tested benefit system.  

However, this ideological shift has left housing policy more vulnerable to general attitudes to 
welfare. Recent years have seen a general hardening of attitudes among the public to 
welfare spending. The proportion of people who think that the government should spend 
more on welfare even if it means higher taxes has plummeted over the last three decades, 
from 58% in 1991 to 34% in 2012.3 So there is public pressure to actually reduce state 
support on welfare rather than increase it. 

This creates significant difficulties for the social housing supply, much of which is now 
provided by housing associations which are heavily dependent on benefit streams to fund the 
rents of tenants. Future supply of social housing has become increasingly dependent on 
welfare policy composed in DWP. Recent policy developments such as the benefit cap 
illustrate the uncertainty in this revenue stream, which in turn is likely to further impede 
supply.  

Where next? 
This report illustrates the highly paradoxical nature of the housing market: whilst housing is 
viewed as a private problem, it remains a very political issue; although housing comprises a 
principal determinant of quality of life and shortage of housing undermines quality of life, 
many individuals oppose an increase in supply.  

Resolving the dilemma of the housing market is an inherently political process. At the 
central government “agenda-setting” level, political motivations are likely to continue to be 
shaped by voter interests and aspirations. Despite the recent dip in home ownership levels, 
they remain high, and home ownership remains an aspiration for many. However, the 
government can seek to overcome the customary hostility to new supply by both reducing 
the number of insiders and diluting the oppositional influence of insiders in decision-
making. Such policies will require more attractive alternatives to homeownership – such as 
a better private rented sector – and stronger incentives for communities to build more 
homes. 

 

                                                
3 Natcen, British Social Attitudes Survey, 30th Edition (2013). 
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