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Abstract: This paper provides a critical perspective on England’s housing crisis, characterised here 
as a concentration of wealth in residential property which is driving up prices and reducing access to 
the homes that people need.  Housing has become a wealth machine and government has arguably 
lost sight of its social function.  It is important that planning draws a functional distinction between 
housing as an asset, and housing as a social good.  The paper ends by considering how a decoupling 
of housing’s ‘home’ and ‘asset’ functions might be achieved through land-use policy. 

 
Keywords: Housing, credit, wealth, privatisation, investment, justice, England 

 
Introduction  
 
England is in the grip of a housing crisis marked by rising property prices, declining 
affordability (relative to earnings), falling rates of home-ownership and rising levels of long-
term renting, homelessness and general housing inequality (Tunstall, 2015; Edwards, 2016a).  
The focus of this crisis is undoubtedly on London, where demand for residential property 
outstrips supply and where price increases are steepest (Hilber, 2015).  But England is not 
alone in facing these issues.  Regular international market appraisals from Knight Frank (see 
2016 for the most recent) highlight many examples of price inflation running far ahead of 
real earnings, fuelled by historically low interest rates and the global movement of capital 
into safe investment havens.  Countries as diverse as Sweden, New Zealand, Canada and 
Hong Kong are singled out as popular investment destinations.  The crises that such 
countries face (if viewed as crises rather than investment bonanzas) appear to be 
commonplace across late capitalist economies (Reinhart and Rogoff, 2011; Aalbers, 2016) 
and link to the wider economic and banking disruptions (Turner, 2008; Harvey, 2013) that 
precede falling interest rates and a rush of investment capital into fixed assets – commercial 
and residential property.  The cycles of capital investment have shepherded global wealth 
into housing which has assumed the status of high-quality collateral, attractive to both 
domestic and international investors. 
 
But these general trends are unable to account for the particularities of local situations: why 
some housing systems seem to weather global financial storms reasonably well whilst others 
descend into crisis.  Focusing on England and London, this paper considers how the shifting 
role of state housing provision and the financialisation of housing interact with the 
fundamental dynamic of supply and demand to produce particular outcomes.  More 
specifically, the apparent English turn against planning (Lord and Tewdwr-Jones, 2014), 
marked by growing reliance on market mechanisms and a neo-liberal approach to regulation, 
seems to have generated a framing of the housing crisis dominated by questions of supply: 
how much new housing is produced, why is it not being produced fast enough, why is 
regulation holding it back, how should planning be speeded-up, reformed, removed and so 
on.  This emphasis of recent analysis seems to us to privilege a housing discourse dominated 
by questions of land-use planning at the expense of any broader view.  This paper seeks, 
firstly, to develop that broader view before, secondly, looking specifically at factors 
determining the price of housing.  By acknowledging the spatially bounded nature of a supply 
response, relative to the unbounded nature of the housing market and determinants of price, 
the systemic complexities of the housing crisis are exposed.  This is the purpose of the third 
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part of the paper.  The housing crisis in England is not merely a matter of production 
outpaced by the requirement for homes.  Rather, it is an investment crisis in a number of 
senses: investment demand (underpinned by low interest rates, limited regulation, and 
generous tax treatment) is a major determinant of price; and government policy supporting 
home-ownership has become reconciled to continual price increases, which are now viewed 
as critical to consumer confidence and spending.   
 
The investment benefits of housing have been recast as a public good, but attractive returns 
(i.e. rising prices and rents) on housing investment are a threat to social justice if those same 
returns lock sections of the population out of the market for home ownership or make rents 
unaffordable.  The final part of the paper addresses the consideration that must be given to 
this distinction – between the requirement for homes and the demand for investment returns 
associated with ownership. Planning might well be used to recognise the functional divisions 
within housing consumption that market evidence points towards. The use and investment 
value of housing could thereby be decoupled, allowing us to reclaim housing’s social 
function.  
 
 
Part 1: Towards a Broader View 
 
Pathways to Crisis 
 
What sort of housing crisis does England face?  The word ‘crisis’ denotes an emergency of 
one type or another that can be resolved by concerted effort.  Crises seem to have the 
characteristic of being sudden but containable.  They flare up and die down.  However, 
Gamble (2014, 29), in his work on the crisis of ‘Western prosperity’, observes that socio-
economic crises are generally the ‘[…] culmination of a process, summing up all that has 
gone before’.  Far from reaching climax and resolution, they can be structural and persist 
beyond periodic flare-ups. As housing and economic systems have become more 
interconnected, the complexities of housing problems have increased.  The recent 
referendum on the UK’s membership of the European Union has brought the question of 
globalisation (or more specifically, the question of who wins and who loses from borderless 
movements of capital and people) into sharp relief as a phenomenon that generates broadly 
distributed impacts but sometimes narrowly concentrated benefit.  Indeed, the inequities of 
globalisation internationally may translate into specific inequalities nationally.  This seems to 
be particularly true in the case of housing.  Open access to the housing market brings rewards 
for propertied interests, but the blessing felt by homeowners can be a curse to those unable 
to buy or rent a home in the rising tide of the market. 
 
Herein lies what Gamble (2014) terms a ‘fiscal conundrum’: relatively low property and land 
taxes encourage the investment that drives the housing market, delivering benefit for owners.  
But the same taxes present a barrier against housing access to others.  The broader view, in 
the context of globalised housing consumption, is that market-led systems appear incapable 
of delivering for both investment and need.  Of course, the fiscal conundrum was present 
before globalisation: earnings have struggled to keep pace with rising house prices for many 
decades, especially in countries where speculative housebuilding has been prevalent and 
homeownership has been a majority aspiration.  The current situation is different because 
the market pressures are broader and deeper and because public housing options have largely 
been eclipsed by market production and allocation (Edwards, 2016b).  It is also different 
today because fiscal conundrums have been exacerbated by a ‘governance conundrum’: how 
our international order should manage financial flows in ways that promote wider-spread 
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prosperity (Gamble, 2014).  This conundrum may have played some part in shaping the result 
of the EU membership referendum in the UK, although it seems likely that London will 
remain open to the ‘wall of money’ (DZT, 2015; Aalbers, 2016) currently crashing into the 
housing market. 
 
There have been several recent attempts to more broadly re-frame housing challenges which 
have not been specific to England.  Aalbers (2016, cited above) seeks to relocate the 
financialisation of housing in a wider political economy perspective whilst Gamble (2014, 
also cited above) – looking at broader questions of wealth and prosperity extending well 
beyond housing – calls for greater understanding of the ‘origins of wills and purposes’ that 
lead systems along particular pathways.  Shifts, firstly, in the desired function of housing and, 
secondly, in the role of the state in producing housing stand out as two important paths to 
crisis.  The first shift sees housing transform (in policy discourse) from basic shelter, though 
being a gateway to social and economic opportunity (by virtue of location), to its final 
manifestation as an investment and savings vehicle.  This investment into housing may be 
motivated by house price appreciation but also by relative house price stability, with housing 
functioning as a “store of wealth” (Fernandez et al 2016, 2446), and capital uplift or rental 
income an additional benefit. ‘Buy-to-Live’, ‘Buy-to-Let’ and ‘Buy-to-Leave’ can all now be 
considered “investment-oriented strategies” (Fernandez et al 2016, 2447), each with slightly 
different incentives, but security relative to alternative investment options being a common 
motivator of demand. The second shift sees the state withdraw from housing production and 
management, leaving a situation in which the market has to ‘step in’ and meet a broad mix 
of needs, demands and aspirations.  The common denominator in both of these shifts is 
privatisation.  The will and purpose of the market becomes more dominant over a 70-year 
period after the Second World War; state intervention shrinks and it is the market function 
and exchange value of housing (and general profit-taking from assets; Edwards, 2016b) that 
comes into ascendency. 
 
In England, the first shift was realised through incremental privatisation of the consumption 
of housing, particularly through the sale of public housing to sitting tenants, beginning in the 
1950s and accelerating during the 1980s (Gallent and Tewdwr-Jones, 2007, Jones and Murie, 
2002). The increased proportion of housing available to the market began to normalise its 
function as a fungible asset.  The rise in private ownership during this period was also 
supported by an extension and liberalisation of mortgage markets (Stephens, 2007), reducing 
borrowing impediments and increasing available credit, which in turn began to lift prices 
above their 1950s base (Aalbers, 2008).  Private home-ownership rose from 51 per cent of 
all households in 1951 to a high-point of almost 71 per cent in 2003, with the proportion of 
households with mortgaged property increasing alongside (DCLG, 2016a).  Throughout the 
1980s, there were clear policy supports for housing investment including mortgage interest 
relief at source (MIRAS) for all households.  This was eventually abandoned (Drabble, 1990) 
but similar incentives – e.g. tax relief on mortgage repayments – maintained motivations for 
private letting, and for small-portfolio owning ‘amateur’ landlords to enter the market.  Often 
highly mortgaged, these individuals have tended to be motivated by the capital gains 
associated with property values rather than their rental yields (Pawson and Milligan, 2013), 
and therefore to prioritise liquidity over tenants’ security of tenure (Pawson et al, 2017).  
Tenancy reform in the 1980s and a continuation of tax incentives have fuelled a significant 
rise in buy-to-let, which accelerated dramatically in the 2000s as a rising tide of investors 
entered the market, using ‘bricks and mortar’ as a hedge against increasing uncertainty around 
private pensions (Edwards, 2015). 
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The second shift, a mirror to the first, was the ending of public housing production. Since 
the beginning of the 1980s, the amount of social housing (from public and third sector 
providers) in England has fallen from nearly 32% to just over 17%.  Rates of public sector 
housebuilding are now miniscule.  But the loss of public housing (and near-cessation of new 
public provision) has not followed a simple narrative. The public provision of the 1970s, 
through which housing for subsidised rent was supplied in significant quantities through 
direct build, contrasted sharply with the transformation of provision from the late 1980s 
onwards, when social housing became a more complex product.  Local authorities took on 
an enabling role, working with housing associations and the private sector to procure an 
increasingly marketised form of social housing – occupied on a shared-ownership basis and 
eventually let at market-linked (‘affordable’) rents.  The planning system became a key 
mechanism for funding this housing, with landowners and developers required to contribute 
on-site affordable housing as part of a negotiated planning gain (Crook et al, 2016).  This 
meant that the supply of social housing became dependent on private sector output; and the 
decline in public subsidy placed upward pressure on rents as production costs needed to be 
recovered elsewhere. 
 
When rising costs jeopardised the affordability of social housing, subsidy was switched from 
bricks and mortar to individual households judged to be facing priority need (Hills et al, 
1990).  Public and social housing was replaced with a system of ‘Housing Benefit’ that would 
meet social or market rents, increasingly redirected to private landlords.  In this way, 
government became locked into the private rental market, with benefit payments spiralling 
upwards alongside private rents (in the last 5 years, local authorities in Britain have spent 
£3.5 billion on temporary accommodation for homeless households, BBC, 2016).  This form 
of personal subsidy had been viewed, in the 1980s, as a short to medium term cost of 
withdrawing from direct provision – payable to workless or low-income recipients.  But with 
housebuilders focused on delivering for home-ownership, the expansion of the private rental 
sector occurred largely through amateur landlordism. With this sector now largely owned by 
individuals rather than businesses or institutions (Pawson et al, 2017), landlords’ investments 
(and mortgage repayments) were not able to keep pace with growing demand for genuinely 
affordable tenancies. Subsequent inflation of rents means that a growing number of working 
households now rely on Housing Benefit (Holmans, 2014).  Dorling (2014) has argued that 
by subsidising individuals rather than building homes, government has propagated a negative 
circularity, with former social housing tenants now reliant on a largely unregulated and often 
unaffordable private rental sector, sometimes paying their housing benefit to buy-to-let 
investors.  This narrative, therefore, sees the money that was once spent on building homes 
redirected to private housing investment, widening the divide between rentier and propertied 
housing classes. 
 
Calculable demand and constrained supply 
 
The two pathways point to a commodification of housing manifest in new patterns of 
investment (by those with greater income and wealth) and new depths of inequality 
(experienced by the vulnerable or by those with more limited means). The point to carry 
forward is that housing has been imbued with a function that extends beyond shelter: the 
expectation of positive investment return, above that attainable from other assets, has 
expanded the market for housing.  State subsidies that once went into public housebuilding 
today reinforce the marketization of housing and inflate investment returns.  Yet despite this 
significant shift in the broader system, the demand for housing is still considered calculable 
and tied to the ‘use value’ (rather than exchange or investment value) that new households 
attach to bricks and mortar.  Demand is considered knowable and linked always to utility.  
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Thereafter, the solution to the declining affordability, falling rates of home-ownership, 
homelessness and general inequality flagged at the beginning of this paper must lie in the 
building of more homes.  And increased supply relative to measured demand is achievable 
through reduced regulation and more relaxed land-use planning.  The difficulty we have with 
these perspectives is that demand is neither tied to utility nor spatially bounded and that 
additional supply is, on its own, an inadequate response to unbounded demand. 
 
The stranglehold that these perspectives have on housing debate in England perhaps requires 
some elaboration.  Projections of household formation are generally thought to accurately reveal 
the level of future housing demand across the country.  Formation rates are regularly 
presented alongside other data (e.g. housing starts and completions) to reveal demand / 
supply mismatches that are then used to explain rising house prices and inadequate access.  
For example, the Lyons Review of Housing Supply has claimed that ‘[…] we need to build at least 
243,000 homes a year to keep up with the number of new households being formed, but last 
year we only built 109,000 homes [and] without a change of course, it is predicted that the 
country will be short of up to two million homes by 2020’ (Lyons Review, 2014, 6).  The 
opening figure has unacknowledged limitations: it is a guess at the extent of newly-arising 
utility-based demand that will be activated by forming households with the capacity to pay 
market prices and rents.  The figure fails to capture investment demand, inferring instead 
that demand is bounded (in space) and responsive only to the need to be housed.  Both 
inferences are flawed. 
 
An appreciation of the origins of household projections helps explain their continuing value 
and their increasing limitations.  After the Second World War, a methodology was developed 
for translating population figures – previously used to keep track of future public pension 
eligibility – into household projections (Gallent, 2005).  These became a key planning tool at 
a time when local authorities and New Town Development Corporations were advancing 
significant public housing programmes: they provided a measure of the future requirement 
for a largely non-marketised product being delivered as part of more comprehensive state 
welfare (Gallent, 2016).  The privatisation of housing production and consumption described 
above - alongside the refunctioning of housing as investment, and emergent and unbounded 
patterns of demand - has strained the connection between projections and requirement.  
Because they track the mix of households forming and the age-profile of the population, 
projections provide an important tool for estimating future health care needs, school place 
demand and pension costs. But these, in large part, remain public goods.  The challenge in 
relation to housing is that need does not link neatly to household formation. A proportion 
of demand is expressed by non-residents: domestic second home buyers in some locations, 
international investors in others.  Projections provide a ‘starting point’ for estimating housing 
requirements but only if ‘market evidence is given proper weight’ (Whitehead, 2016, 417). 
 
Projections provided key intelligence for public housing programmes, but are less useful 
today for predicting patterns of market demand and consumption.  However, they have 
maintained centre-stage in public and political discourse.  The headline projection figure 
(noted in the Lyons Review) is taken to be the amount of housing that the country should be 
building.  But whilst it underscores the need to deliver new housing in some areas, it does 
not reveal the scale of building required to progress an effective supply response in the 
absence of any demand-side intervention.  In order to meet demand without seeking to 
manage that demand or divert investment pressure to other assets, building rates will need 
to significantly exceed household formation for a sustained and extended period (HBF, 2014) 
requiring ‘output levels of well over 400,000 per annum over many years’ (Whitehead, 2016, 
419).  
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Such is the route out of the current housing crisis plotted by supply-side ‘fetishists’: but as 
Williams (2016, no page) has claimed this crisis ‘[…] will not be solved by the supply-side 
fetish, in which incentivised developers and overhauled planning laws create enough housing 
for all.  Rents are increasing because power is concentrated in the hands of property owners; 
house prices are booming because the investment potential is irresistible to the holders of 
capital’.  That the crisis is underpinned by capital movements (into housing) and imbalances 
in market power has been a difficult pill for successive governments to swallow.  It has been 
easier to incentivise housebuilding whilst viewing the crisis as a market held back by over-
zealous bureaucracy.  Government has projected an image of ordinary ‘working families’ 
pitted against embedded regulation, which is synthetic and impedes the proper functioning 
of markets.  Capital movements and market power are part of a much broader economic 
system into which housing has been sucked and cannot, without fundamental change, be 
extricated from.  This has made government highly receptive to anti-regulation sentiment 
and calls to speed-up the planning process (see Barker, 2006).  Planning reforms since 2010 
have been billed as simplifications aimed at facilitating housing growth (Clarke, 2012).  They 
have been built on critiques of the planning system laying blame for rising prices at its door 
(Nathan and Overman, 2011).   
 
Recent criticisms of land-use planning are rooted in a longer history of analysis (especially 
Peter Hall and colleagues’ Containment of Urban England, 1973) which has presented the need 
for housing growth in a context of social, political and planning impediments.  For Hall et al 
(1973) post-war planning and containment was a victory for rural shires – with their green 
fields and their NIMBY’s – and a defeat for overcrowded towns and cities, henceforth to be 
enveloped by Green Belts.  Similar views were aired in Alan Evan’s 1991 analysis of housing 
standards and affordability: restrictive planning was supported by several ‘myths’ about 
England’s development capacity and the priority given to environmental protection.  
Inevitably, planning constraint can impede housing supply and result in access barriers.  
Given that planning decisions are rooted in local politics (generating what Barker, 2004, 
termed an ‘implementation gap’ in housing delivery) as well as land-use and national 
priorities, it seems inevitable that the rate of housebuilding can be impacted upon, locally 
and in aggregate.  Indeed, suggestions that the housing crisis is mainly about planning (e.g. 
Cheshire, 2009; Hilber and Vermeulen, 2010; Hilber, 2015) have found a ready audience in 
policy circles, largely because they align with government’s preference for deregulation.  Such 
deregulation, however, is a double-edged sword, generating a level of (global) demand for 
housing through its support for financialisation that cannot be met through (local) supply 
even in the context of much looser planning.  Cheshire et al (2014) agree that household 
projections offer a partial view of housing requirement; but whilst they see rising house prices 
(and increasing housing space consumption) as being determined by income rises (more 
housing needs to be built to keep pace with aspiration), it is the movement of wealth (overseas 
and domestic capital) into housing that seems to be having a more disruptive effect today 
than when either Hall and colleagues, or Evans, were commenting on planning constraint 
(Rossall Valentine, 2015). 
 
Part 2: Price Determination 
 
The UK’s housing system is ‘mixed’ in a number of senses.  The recognition of private 
housing as a merit good – with access dependent on market position – necessitates a mix 
including ‘administrative provision’ (Whitehead, 1991) to guarantee wider access.  The 
system is also mixed in the sense that use and exchange value underpin the logic of home 
ownership (Barker, 2014).  But recent years have seen a dramatic rebalancing of these two 
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values.  Use value, being linked to requirement for space and location, can be thought of as 
relatively stable (or set within fixed limits, extending some way beyond utility towards luxury).  
It is exchange value, therefore, that appears unlimited with housing often now insured for 
many times its rebuild value.  The movement of prices well beyond use value marked a point 
at which housing assumed a broader economic function, with housing wealth-effects linking 
prices with consumer confidence and spending (Aoki et al, 2001).  This has prompted a 
redirection of the housing system in support of economic performance.  The boost to 
performance that is prompted by consumption – and driven by consumers’ desire to grow 
the exchange value of their assets – has informed a preference for price-responsive housing 
provision (rather than a demography-driven approach).  But as prices rise, demand is choked 
off within conditions of limited supply.  The result is problematic for three groups: for 
households who actually need housing, where investment potential may be an important but 
secondary consideration; for investors who do not yet hold any housing assets, locked out 
of the benefits of equity growth; and for everyone else reliant on the economic boost that 
access to homeownership generates.  The privileging of supply over investment regulation in 
addressing these problems evidences government preoccupation with housing as an 
economic rather than social good. 
 
Price shifts are, largely, driven by the trading of property within the existing housing stock 
(often by landlords and other investors).  New build – even when national targets are 
achieved – represents on average no more than 1% of that built stock (Bramley and Watkins, 
2015), meaning the relationship between housebuilding and price change at neighbourhood 
level can be minimal and short-term (Whitehead et al, 2015).  But efforts to model the link 
between prices and housing stock increases reveal ‘significant’ price effects (Bramley and 
Leishman, 2005).  Muellbauer and Murphy (2008, 10) have predicted falls of between 1.5 and 
2% in regions where there is a 1% rise in housing stock relative to working-age population.  
This link with resident population suggests that robust models are possible where the market 
for housing is localised, but less predictable where sources of market demand are varied.  But 
the 1% increase in supply is also important.  This equates with roughly 300,000 new homes 
in England, and is suggestive of the amount of housebuilding required to flatten the market 
before refocusing on the greater complexities of investment-driven demand.  If supply is 
seen as the sole determinant of, and only response to, price rises then a massive 
housebuilding programme must be embarked upon. 
 
This was the realisation of the Barker Review (2004), subsequent work by the National 
Housing and Planning Advice Unit (NPHAU, 2007) and analysis by academic commentators 
(Meen, 2011).  Over-supply relative to standard measures of demand (taking their cue from 
demography) is essential if a good proportion of basic need is to be met.  However, the 
inelasticity of supply in response to demand may have some positive effects, as witnessed in 
the aftermath of the 2008 crisis.  Unlike some of its European neighbours – notably the 
Republic of Ireland and Spain – the UK did not experience a boom in new housebuilding as 
easy credit, low interest rates and soaring demand pushed up real estate prices.  Over-
production on a massive scale, and often in peculiar locations, triggered bankruptcies that 
deepened the crisis for Irish and Spanish banks (Duca et al, 2010; Dolphin and Griffin, 2011).  
Quickly turning on the supply tap in response to prices poses significant risk, as those prices 
are not only determined by ‘trends’ in the supply / demand dynamic (which are independent 
from the economic cycle) but also by a number of cyclical drivers (which are tied to it).    
Meen (2012) contrasts the more predictable factors affecting real house prices (including 
those viewed as stable and knowable, such as fiscal treatment of housing and planning 
regulation) with those which are more volatile and linked to economic cycles and, 
increasingly, the global inter-connectedness of economies.  Hence, income (including 
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earnings), interest rates, credit availability (and lender assessments of risk), wealth 
accumulation and movement (across borders), expected capital gains from one asset 
compared to another, changing labour and construction costs, and rates of economic activity 
all impact on prices (see Table 1). 
 

Cycle Trend 

Income 
Interest rates (real and nominal) 
Credit availability 
Wealth 
Expected capital gains 
Construction costs 
Employment/ unemployment 
 

Population size and structure 
Headship rates 
Migration 
Housing stock and planning regulation 
Housing taxation 

Table 1: Factors affecting real house prices (Meen, 2012, 357) 
 
The role of wealth (and cash-buying), credit (and underlying money creation by deregulated 
banks) and producer behaviour (counter-balancing the impact of land-use constraint) in 
determining house prices and affecting access, have all been recently reconsidered.  Rossall 
Valentine’s (2015) examination of foreign investment in the UK housing market shines a 
light on the movement of footloose global capital into the country and especially into ‘prime’ 
London property.  The extent of this overseas demand in the London prime and super-prime 
housing market is well documented (Atkinson et al, 2017; Civitas, 2014; Sassen, 2014). 
Atkinson et al (2016a) provide a detailed account of the geography of hyper-consumption in 
London’s housing market, identifying ‘alpha’ areas with significant concentrations of high-
net-worth buyers.  London seems to be more indiscriminately attractive to foreign 
investment than other locations, with capital flowing into the city from across the globe 
(Sassen, 2014, 134), but the highest percentage of foreign buyers come from Russia, France 
and more recently from China, with Chinese investors accounting for 11% of house 
purchases above £1m in 2014 (Rossall Valentine, 2015, 22). One of the conclusions from 
these studies is that investment buying now extends out of the most desirable post-codes, 
with many outer-London boroughs drawing interest from overseas buyers.  Attractive 
returns on capital invested in London housing have been maintained following the 2008 
credit crisis (Gallent, 2016; Gallent et al, 2017).  Limited tax liabilities (including outdated 
council tax valuations and one-off stamp duty, avoidable when purchased through off-shore 
holdings) combined with unrelenting price rises and soaring rents mean that UK housing is 
hugely popular with non-domiciled investors, with over £5 billion overseas investment in 
the London property market in 2011 alone (Atkinson et al, 2016b, 1). The scale of demand 
for prime properties in London has displaced the demand for less expensive investment 
opportunities, and produced new patterns of ownership across the country – particularly in 
buy-to-let, second home and holiday home ownership (Gallent et al, 2016), with Buy-to-Let 
mortgages now accounting for 18% of new housing loans nationally (Rossall Valentine, 2015, 
25). 
 
The new Mayor of London, Sadiq Kahn, has launched an inquiry into foreign investment in 
London housing (Taylor and Phillips, 2016) but has been careful to underscore the benefits 
of external investment in new housebuilding.  The delivery of new ‘affordable housing’, as 
noted above, is dependent on getting speculative projects off the ground and it is overseas 
money that often underpins such schemes in London.  It is also the case that the aspiration 
to deposit wealth in housing is not confined to foreign buyers, who are simply exploiting the 
opportunities designed into the system.  Domestic policy has long nurtured this aspiration 
and the movement of overseas wealth into housing may now be considered one further 
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source of reassurance for UK home-buyers whose borrowing plans are shaped by 
expectations of rising prices. 
 
New buyers – lacking a store of accumulated wealth - are often dependent on credit for entry 
into the market, which then becomes a determinate of price: the more credit available, the 
higher prices will go, assuming supply is finite.  Supply of credit is, in turn, dependent on 
banking and lending arrangements.  Wainwright (2009) identifies bank deregulation, and 
changes to rules linking loans to deposits, as crucial to both credit availability and the credit 
crisis.   When money lent no longer needs to be balanced by deposits held, then a process of 
private ‘money creation’ (McLeay et al, 2014) is allowed to accelerate and the supply of 
money outpaces that of available property (Ryan-Collins et al, 2012).  Less attention is given 
to the asset on which the loan is to be secured and the financial credentials of the borrower.  
In the worst case scenario, assets are over-valued and credit is advanced to those who may 
struggle to repay.  Once such practice becomes systemic, personal struggles become 
structural and even global through the securitization of high-risk residential loans.  Indeed, 
securitization – the selling on of contractual debt to third-party investors – is now the 
principal means by which housing is commoditised and then financialised, making national 
economies reliant on house-price growth. 
 
Development booms – of the type witnessed in Spain and the Republic of Ireland – happen 
when national governments and housing producers decide that rapidly increasing supply is 
the best means of capitalising on credit-based growth.  The ensuing collapse in prices is one 
form of crisis, with deep economic repercussions.  Another form arises when the supply of 
money – an outcome of credit availability - pushes up against a finite supply of housing.  
Planning constraint then undoubtedly magnifies the price-setting effect of credit, alongside 
the behaviour of speculative housebuilders.  Payne (2013) shows that it is in the interest of 
housing producers to trickle new supply onto a local market: controlled supply, relative to 
gauged demand, is key to a more sustainable business model.  Housebuilders take a long-
term view, will seek to control the land-market (and the phased release of land for 
development; see Salway, 2014), and develop at a rate judged to maximise capital return.  
Seen in the context of apparent demand for housing and projections of household formation, 
this is another reason that the private production of homes lags behind government targets. 
 
Part 3: An Unbounded Investment Crisis? 
 
This brief examination of price determination reveals that in a privatised and financialised 
housing system there is no simple link between the need for housing and levels of demand 
as expressed by price.  Investment and financialisation obscure any clear view of the need for 
housing unless our definition of need recasts housing as collateral for borrowing and 
privileges its economic function.  The current situation in England is not unique: the 
movement of wealth into housing, its central role in money creation, the privatisation of 
housing production and consumption are common to numerous countries.  But housing 
policy debate in England is relentlessly focused on local peculiarities: the distinctiveness of 
UK planning systems and speculative rather than contract production by market actors.  
Depending on one’s political leaning, either planning is too restrictive (restraining 
development) or speculators too greedy (drip-feeding the market); their common outcome 
being that not enough housing is built.  The crisis is boiled down to one of supply. 
 
If this is the case it must necessarily be seen as a failure to meet not only the need for housing 
but also the need for investment in support of house prices, consumer confidence and 
economic growth, activated as demand in the market.  To meet all need, there must be a 
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step-change in the achieved level of housing supply.  National output sustained at above 
400,000 units per year should slow the rate of inflation and eventually stabilise real house 
prices (Whitehead, 2016).  This may, in itself, remove those investors looking for higher 
returns from the market.  But others may enter, seeking to benefit from new opportunities 
arising from increased supply.   Simply building more homes (predicated on further 
incentives to market actors, encouraging them to break away from current patterns of 
behaviour) presents many risks, not only in terms of place and environmental quality, but 
also in terms of market response and potential failure. 
 
The housing crisis appears intractable because the level of new building needed to respond 
to market pressures is unprecedented and, for many, unimaginable.  Most of the new homes 
will need to be built in and around London, many on the Metropolitan Green Belt (Mace et 
al, 2016).  And if a step-change in building rates is unimaginable, so too is any fall in house 
prices.  Hundreds of thousands of recent home-buyers have spent decades chasing rising 
prices, being eventually helped onto the housing ladder by a combination of historically low 
interest rates, family support, huge mortgages and periodic government assistance.  They 
now find themselves at the top of a pyramid scheme (Mei, 2016) with continuing price 
inflation dependent on government’s commitment to home-ownership to enlarging the flow 
of investment into housing. 
 
Reduced movement of wealth into housing (including from international sources) could calm 
the housing market, but with private housing debt, relative to income, now much higher in 
the UK than in other developed economies, any stagnation of prices would hit consumer 
confidence and spending.  England is hooked on the housing drug; the question now seems 
to be whether reduced investment and falling prices would increase housing access, or 
whether economic growth, fuelled by new waves of investment and driving ‘good inflation’ 
in house prices (Hay, 2009) – possibly from an enlarging Chinese middle class (Barton et al, 
2013) – would bring broader economic benefits that will, at last, ‘trickle down’. 
 
But the unbroken trajectory over the last 30 years has been towards greater housing 
inequality, measured in terms of access to space (Tunstall, 2015).  The recent surge in 
international investment (Atkinson et al, 2016a, b) has done nothing to reverse that trend.  
Investment in the form of production finance for speculative residential schemes may also 
deliver ‘affordable housing’ through planning gain, but the amount and the actual affordability 
of that housing is inadequate, given the widening gap between housing costs and incomes. 
There is of course the possibility of gradually slowing the movement of wealth into housing 
through incremental changes to taxation – for example, by introducing capital gains liability 
on the onward sale of primary residences, payable on ‘final transaction’ from the estate of 
deceased owners, or by reform of council tax (Barker, 2014) – or through reform of bank 
regulation and lending rules, reconnecting loans to deposits held.  But such moves represent 
a significant reversal of decades-old support for homeownership, and recent history suggests 
that those with the greatest housing need are unlikely to benefit from the recession likely to 
accompany a fall in house prices.  And even if recession could be avoided, gradual deflation 
of the housing bubble would not bring fast relief for households still currently locked out of 
the market 
 
Conclusions: between the unimaginable and the unthinkable 
 
The housing system has been long in the making.  It cannot be unmade by any single action.  
In order to deliver short-term relief, a range of interventions designed to compensate for 
current inequities will need to continue: more grant-supported public or third sector 
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provision; more affordable housing that is genuinely affordable, some delivered with 
planning gain; more development on public land and the former military sites, and greater 
revenue collection on properties left empty for extended periods (Atkinson et al, 2016b, 7), 
generating revenues that can be reinvested in affordable housing, preferably with ‘social’ 
rather than ‘affordable’ rents.  But such interventions do not add up to the required re-tasking 
of the housing system – re-tasked to provide homes before investment opportunities.  The 
same is true for increased supply in the context of a retained investment market.  Like gradual 
adjustments to tax liability, turning on the supply tap – and achieving the ‘unimaginable’ level 
of housebuilding suggested above – is likely to bring slow and localised change to house 
prices.  Like the oil-tanker, the direction of the housing system, and its outputs, can be 
changed only very slowly.  But unlike the oil-tanker, there are many interests – in 
government, finance, and society at large – who will oppose any change of direction.  Indeed, 
there is a natural preference for short-term interventions over long-term change. The 
housing system seems to work for many and reaching those in greatest need is not always a 
priority for the well-housed majority. 
 
But the current system is sustaining a crisis that is engulfing an ever-greater proportion of 
households in England.  That crisis is predicated on the concentration of housing wealth 
achieved through the privileging of homeownership and rewards for landlordism.  Tunstall 
(2015) has recently charted England’s return to ‘Victorian levels’ of housing inequality.  
Available data suggest that inequality will grow in the decades ahead.  One key objective of 
any housing system, in our view, should be to deliver a degree of housing justice – access 
that is fair and evenly distributed, giving people the opportunity to live where they need to, 
in homes that are well-suited to their needs.  Smashing the current system is not an answer 
to the current crisis, but nor is ignoring the injustices it produces.  Given the 
interconnectedness of global capital, the English housing system might be seen as a bit player 
in a wider drama, impotent in the face of supra-national frameworks and flows that generate 
local outcomes.  But other countries, China included, are now taking actions on ‘over-
investment’ in the housing market; actions limiting the consumption of housing that 
evidence concerns around price-inflation, the creation of investment bubbles and systemic 
risk to capital and growth (Ren, 2016).  Of course, China’s economy is far less reliant on 
housing wealth in support of consumer spending than that of the UK.  Strict limits on 
property purchasing may not suit the UK’s economy.  There is broader economic need to 
retain interest in housing investment and this might be achieved by combining more 
incremental actions on tax and investment with a re-tasking of the planning system. 
 
A number of commentators have laid the blame for the housing crisis at planning’s door 
(Cheshire, 2009; Hilber, 2015) and we agree that the system could play a bigger part in 
ensuring that England has the housing it needs.  We do not think that this will happen 
through neoliberal actions: deregulation or the relaxing of land-use rules or through a 
disempowering of local authorities in favour of permitted development.  Rather, it will be 
achieved by tasking authorities to allocate land for housing that is needed before allocating 
for openly tradeable property of the type desired by investors.  A new ‘housing delivery test’, 
outlined in the 2017 White Paper (DCLG, 2017, 43), is aimed at understanding why houses 
built might lag below target in certain areas.  These targets will, for the moment, continue to 
be based on published household projections where plans are lacking, but from April 2018 
a new ‘standardised approach to assessing housing requirement’ will be introduced.  
Reversion to the presumption in favour of sustainable development where requirements are 
not fulfilled suggests that these targets will continue to be used as a means to privilege 
increasing supply.  But approaching a new understanding of housing requirement should 
instead mark an opportunity to interrogate the nature of demand beyond simple 
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demographics – and a role for planning beyond indiscriminate land release for increased and 
speedier development.  
 
One possibility would be for government to redefine and therefore refunction housing; to 
distinguish, in planning law, between ‘resident’ and ‘investment’ housing.  Under such a 
system, no household would be permitted to purchase more than one ‘resident’ home and 
all such homes would be subject to capital gains tax on onward sale.  The value of land allocated 
for resident housing would be depressed, but not to the same extent as land restricted to 
building for target groups.  Resident housing would be accessible to all households needing 
to live and work anywhere in the country who did not own another home of this type: all 
newly forming households or those seeking to move from the rental sector.  There is no 
reason to imagine that selling land for resident housing, or building such homes, would not 
be an attractive proposition for private enterprise, but tax and ownership rules would limit 
the accumulation and concentration of wealth in such housing.  Given the current needs of 
the economy, that displaced wealth might look for a new home, which would be provided 
by investment housing permitted and built on surplus land, not needed for resident housing.  
Investment housing in the new-build segment of the market would assume greater scarcity 
value, being tradeable across a global market. 
 
Whilst it might also be possible to vary housing classes to a greater extent, creating new 
opportunities for professional investment in rental housing, the point here is that planning 
might be engaged to limit the concentration of wealth in housing, which is central to the 
housing crisis.  Depending on tax rules, some potential for equity growth could be 
maintained, providing households with the means to cover transaction costs once they need 
to move home.  Similarly, expectations from ownership would change, opening the door to 
a great many housing models – including mutual and pooled ownership – that have struggled 
to get a foothold in the current open-market system.  One of the dangers of this planning 
remedy is that engrained expectations of ownership would drive investment to the second-
hand market, pushing up prices there and depressing demand for new housing and therefore 
its supply.  That is why any reformed approach to new-build must be coupled with 
incremental capital gains and council tax changes applied to existing housing. 
 
It is easy to reject such unorthodox ideas.  Powerful interests are railed against them because 
they cannot be reconciled with established property rights or the expectation that housing 
should perform as any other asset, delivering equity growth that, for some owners, exceeds 
earnings.  Housing has become part of a ‘wealth machine’ (Edwards, 2002) but it is now clear 
that that machine is failing to deliver housing justice for an increasing proportion of 
England’s population.  The choice before us, in the face of an existential housing crisis, is 
between an unimaginable level of housebuilding - in response to unbounded market demands 
- and an unthinkable refunctioning of housing.  It seems likelier that the crisis will rumble on. 
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