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RECOMMENDATIONS:

That the Lead Member notes the contents of the ODPM Planning for Housing 

Provision Consultation Paper, and that this Lead Member report including Appendix 1

be forwarded to the ODPM as the council’s response to this consultation.


EXECUTIVE SUMMARY: 

The ODPM have produced a consultation paper entitled ‘Planning for Housing Provision’ and have invited comments to be received by 9th September. The consultation seeks views on the Government’s favoured approach for ensuring a level of housing supply that responds more effectively to changes in demand, and promotes consumer choice. Appendix 1 to this report sets out the city council’s response to specific questions.

The responses to this consultation paper will feed into the new Planning Policy Statement 3 (PPS3), which the ODPM intend to publish in Autumn of this year as a replacement to the existing Planning Policy Guidance Note 3 (PPG3).

Although certain elements of the document are supported, the city council is concerned about elements of the proposed new approach. This concern is primarily related to:

· How sub-regional markets are to be defined;

· Concern that unsustainable greenfield developments will come forward for development in certain locations;

· An emphasis on planning responding to market and house prices;

· The overall direction and its relationship to other government strategies such as the Northern Way


BACKGROUND DOCUMENTS (Available for public inspection):

Salford City Council (2003/4) Revised Deposit Draft Replacement Unitary Development Plan and proposed Pre-Inquiry Changes

Salford City Council Housing Strategy 2004-06
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N/A

	


SOURCE OF FUNDING:  N/A
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SERVICES (or his representative):

1. LEGAL IMPLICATIONS



Provided by :  Richard Lester

2. FINANCIAL IMPLICATIONS


Provided by :  Steve Bayley

PROPERTY (if applicable): N/A

HUMAN RESOURCES (if applicable): N/A

	


CONTACT OFFICER :

Matt Doherty Tel: 0161 793 3666 

.


WARD(S) TO WHICH REPORT RELATE(S):  All


KEY COUNCIL POLICIES:  

Adopted City of Salford Unitary Development Plan Policy

Revised Deposit Draft Replacement Unitary Development Plan


DETAILS (Continued Overleaf)

1.0
Purpose of this Report

1.1
The purpose of the report is to inform Lead Member about the ODPM consultation ‘Planning for Housing Provision’, and to also set out the city council’s response to questions from the Office of the Deputy Prime Minister regarding the consultation paper. 


2.0
Background

2.1
Planning Policy Guidance Note 3, Housing (PPG3) was published by Central Government in March 2000. Under the new planning system the ODPM are replacing existing PPGs with Planning Policy Statements (PPS). As a result, the ODPM are now consulting on the approach to be taken in ‘Planning Policy Statement on Planning for Housing’ (PPS3), which it is intended will be published this Autumn. Once this is published PPG3 will be cancelled.

2.2
PPS3 will draw on the earlier PPG3 consultation paper ‘Planning for Mixed Communities’ published in January 2005 (and which the city council commented upon), and this current ‘Planning for Housing Provision’ consultation. The responses to both of these will feed into the new PPS3.

2.3
The ODPM have requested that all comments on the ‘Planning for Housing Provision’ consultation be submitted by 9th September, and it is intended that this Lead Member report, including the city council’s response to specific questions asked by the ODPM (Appendix 1), be forwarded for consideration as Salford’s comments on the Consultation. It is intended that a summary of responses to the consultation will be available from the ODPM website by the end of December 2005.

3.0
Policy Options


3.1
Annex A (Partial Regulatory Impact Assessment) of the consultation paper identifies four policy options for assessment:

3.2
Option 1 – Do nothing, i.e. no change to government policy

3.3
Option 2 – An approach taking account of the market, identifying land for housing and also emphasising the importance of plan, monitor and manage.

3.4
Option 3 – Barker Review Recommendation – the local Plan / UDP should allocate additional land as a buffer equivalent to 20% to 40% more than is required to meet housing targets. Subject to other development control considerations, all allocated land should be available for development until sufficient land is being developed to meet targets. After this point local authorities could refuse further applications, unless predefined indicators of housing market disequilibrium were triggered, in which case authorities would not be able to refuse planning applications.

3.5
Option 4 – No Land Allocated in the Local Plan – as an alternative to allocating land in the plan, local planning authorities could accept planning applications for housing on any site. Each planning decision would then be decided on the basis of its overall fit with the local plan.

3.6
Option 2 is the government’s favoured approach.

4.0
Preferred Policy Approach Overview

4.1
The objective of the Government’s proposed policy approach is that land is allocated in plans to ensure a level of housing supply that better meets the need for housing, responds more effectively to changes in demand, and promotes consumer choice. The aim is to have:

a)
An approach to assessing housing need and providing land for housing that:

· Is based on evidence including housing market areas;

· Encourages partnership working between local authorities and key stakeholders; and

· Aligns within housing markets the distribution of housing numbers and the policies for delivering them.

b)
A new approach to land allocation, which, within a 15 year time horizon will allocate the most sustainable and developable land for the short to medium term to ensure the delivery of planned numbers and be responsive to the market where appropriate, and take a longer term view by identifying broad areas for future development;

c)
A more responsive monitoring and review process that provides a 5 year rolling supply of developable land. Providing an increase in land supply should ensure developers have the flexibility to better respond to changes in market conditions

a) 
Planning for Housing Markets

4.2
Traditionally the approach to planning for housing has been to require regions to allocate housing numbers to local authority areas, largely on the basis of demographic projections. However this has meant that in many cases housing markets have been artificially carved up, and there has been a lack of co-ordination between local authorities (even though they may be in the same housing market). Additionally local authorities have focussed exclusively on delivering housing numbers without seeing this provision in the context of the wider housing market or the unintended consequences of their approach.

4.3
The government proposes that the Regional Spatial Strategy will establish the overall level of new housing provision needed in the region over a 20 year period, but also set out the distribution of the new housing provision needed in each sub-regional housing market area, and local authorities within them.  That distribution will be based on robust analysis of the housing market in the sub-region, housing land availability assessments, conducted in partnership with stakeholders, and a sustainability appraisal to take account of wider issues. 

4.4
At the sub-regional level, local authorities in each housing market area would be expected to work together on joint local housing assessments and on assessments of housing land availability. Although local authorities would lead the preparation of assessments, they should work collaboratively with local stakeholders. Also at the sub-regional level local authorities would be expected to work together on a sub-regional approach to deliver housing in a way that reflects the needs of their particular housing market. The Government’s preferred approach is that local authorities produce a joint Development Plan Document (DPD) or alternatively collaborate to agree a shared approach which is articulated in their own DPD. 

4.5
The Government proposes that RSS should set out different designations for the different identified housing markets. These are for:

a)
High levels of new homes where local authorities should treat their housing figure as a floor, meaning they are able to meet housing numbers earlier than planned, whilst triggering a partial review of the RSS;

b)
Managed growth where authorities could treat their housing figures as a floor, above which  only limited additional development would be allowed; and

c)
Low growth or a managed reduction markets where authorities treat their housing figures as a ceiling,  due to lower housing demand.

b)
Identifying Land for Housing

4.6
The Government states that allocating enough land in local plans is critical to the delivery of agreed housing numbers, and consider that in the past some authorities have either not allocated enough land, or enough land that is developable. It is suggested that this is due to: lack of partnership (especially with developers) in preparing Urban Capacity Studies; and a reliance on over-optimistic allowances for windfalls which have not materialised. 

4.7
Therefore the Government proposes an approach that seeks to deliver agreed housing numbers by being more responsive to changes in the housing market. It is suggested that local authorities will move to a system of allocating a rolling 5 year supply of housing and identify land for a further 10 years.  The 5 year allocation must be developable and sustainable, and can be brought forward at any time. Land allocations should be set out in a site allocation DPD with an indicative timing attached to guide infrastructure planning.

4.8
To identify land for development, authorities should undertake housing land availability assessments. These assessments should build on previous experience of undertaking Urban Capacity Studies, but the features of a housing land availability assessment would be:

· Co-ordination  of assessments at the regional level so they are regionally consistent across authorities and can be used as an input into the revision of the RSS;

· Collaboration between local authorities within the same housing sub-regional market, and in partnership with stakeholders, in particular the private house building industry and RSLs;

· Rigorous search for land suitable for housing and mixed use development, bearing in mind the need for alternative uses. The search would include both previously developed land and greenfield land where necessary;

· Identifying options for areas for future development making an assessment of the availability of land; and

· Realistic estimate of both large and small windfall sites which could be derived from looking at historic ratio of allocated land to dwellings, and permissions on allocated land and windfalls to dwellings completed, over time and at different stages in the housing market cycle

c)
Monitoring and managing land supply 

4.9
The government introduced a new mechanism called Plan, Monitor and Manage (PMM) in PPG3 (2000), however they are critical of local authorities and state that often the implementation of PMM has barely gone beyond plan and monitor. There is concern that the lack of proactive management has meant that in some place local authorities have failed to deliver agreed housing numbers because they have rejected applications for housing development as premature, until brownfield sites had been developed first. In other places local authorities have continued permitting applications for new development in such a manner as to undermine their own regeneration strategies.

4.10
As a result the government proposes a new method for monitoring and managing land supply (although this could be tailored to deliver housing provision in different markets):

· Site allocation DPDs should be regularly reviewed and must allocate land equivalent to the first five years of the housing provision; 

· If land from the 5 year supply is developed as expected local authorities will top up their 5 year supply steadily from a further 10 year supply; and

· Land identified in later years of the plan will be brought forward as intended, with developable brownfield land in sustainable communities the priority

4.11
it is stated that local authorities would benefit from monitoring the take up of land in local plans within the context of wider market information, in particular price changes relative to the region. This context would be established through housing assessments and ongoing monitoring work. This would ensure a slower or faster rate of development than expected could be checked against both developer constraints (e.g. infrastructure delays) and changes in the housing market. For example it would not make sense to provide more land for development on the grounds that the take up of allocated sites was rapid if, on the other hand, house prices were falling. Equally, it would not make sense to hold back land from later stages of development on grounds that take up of allocated sites was slow (because of downstream hold ups including delays in development control or in obtaining other consents), if on the other hand, there was evidence to suggest house prices were rising rapidly.

4.12
If land is used up more quickly than expected, suggesting higher than expected levels of demand in the market, then:

· In areas designated for high levels of new homes local authorities will roll forward land from the future provision through a SPD. At the same time a partial review of RSS will be triggered, so that proper consideration can be given to the changing market circumstances. Housing numbers may need to be revised or the market area designation changed.

· In managed growth areas local authorities should continue to phase land release to manage the pace of development.

· If in a low growth/managed reduction area the rate of development is significantly higher than anticipated, a partial RSS review will be triggered, to determine whether housing numbers need to be revised or the market designation changed.

4.13
With regards to windfall developments the Government’s proposed approach is that local authorities should deal with windfalls differently depending on the needs of their particular housing market. For example local authorities in housing markets identified for growth should consider windfall applications favourably, so long as they are sustainable. On the other hand local authorities in areas of managed reduction in housing provision should only grant windfalls in line with their windfall allowance or to make up for shortfalls if planned sites fail to come forward. However, the proposed approach then appears to contradict itself by saying that windfalls can offer opportunities for good, sustainable development in all areas, so therefore the approach to dealing with windfall that arise should not prevent local authorities and developers taking these opportunities.

Malcolm Sykes

Strategic Director of Housing and Planning

APPENDIX 1

ANNEX B – Planning for housing provision consultation – Questions on which we would like your views

Name: 
Matt Doherty



Organisation: Salford City Council

Address: Development Planning

 
   Civic Centre

   Chorley Road

               Swinton


   M27 5BW

E-mail address: matt.doherty@salford.gov.uk


Telephone number: 01617933666

1.
Consultees are invited to put forward their views on the proposed approach. Section 2 introduced some specific questions on which we are grateful for consultees views and experience:

1.1
Overall the city council has concerns about certain aspects of the approach set out in this consultation, although some elements are supported. 

1.2
The emphasis on considering sub-regional housing markets is supported. It will be important to ensure that planning activity is coordinated at the sub-regional level, but it will not necessarily be appropriate for joint studies and local development documents to be produced.

1.3
Sub-regional housing markets will need to be defined very carefully. Past experience suggests that there can be a tendency to take a very static and narrow view of housing markets, identifying them on the basis of crude designations such as “low demand” or “high growth”. As a result, the definitions can actually promote dysfunction in housing markets, exacerbating problems such as a lack of integration between areas.

1.4
It is essential that sub-regional housing markets be defined having regard to the overall spatial strategy for the region. The Government’s proposed approach could effectively see the existing characteristics of housing markets drive the spatial strategy, rather than the planning system seeking to influence the evolution of those housing markets so that they more effectively support the delivery of the identified spatial strategy. Careful consideration needs to be given to how sub-regions should ideally function, and then policies for the housing market(s) in the sub-region developed accordingly.

1.5
It is important to recognise that housing markets function at a variety of scales, and consistently overlap, rather than being discrete and easily identifiable. The example of housing market identification from the South East (page 22 of the consultation paper) indicates a high level of differentiation. Although this may be appropriate in that region, it could work against an effective sub-regional approach to housing issues within other regions. For example, in the North West, it would seem appropriate for the Manchester City Region to be identified as a single housing market, and for policies to be developed accordingly (covering around 3 million people). Within that sub-regional housing market, it may be appropriate to identify smaller sub-markets. However, in order to ensure that the approach to housing supports the economic growth objectives that are being defined at the city region level through the Northern Way Growth Strategy and associated work, it would seem most appropriate for the housing market to be considered for the Manchester City Region as a whole.

1.6
The Government’s proposed approach is partly predicated on the assumption that house prices are an appropriate signal of the level of potential demand within a housing market or part of it. This is not necessarily the case. For example, there is evidence of a high level of demand for housing within the Manchester City Region as a whole. Areas with very high house prices are often only a short distance from those with very low house prices. It would be a mistake to view these as separate housing markets, as might be suggested by the Government’s proposed approach. Instead, the low house prices and low demand for existing housing stock are indicative of the poor quality of the existing supply, both in terms of the housing stock itself and the perceptions of the neighbourhoods within which it is located.

1.7
The demand within the locality is clearly there, but is not necessarily being seen through house price increases and development activity in certain areas. The large growth in knowledge-based employment that is currently taking place within the city centre of Manchester/Salford is creating a very significant demand for new dwellings. Part of it is manifesting within the city centre, as is demonstrated by the high demand for apartments, but a significant proportion of the demand is being directed by the market to more peripheral areas. At present, the inner areas surrounding the city centre are not capturing their “fair share” of the demand, and rectifying this situation is a fundamental element of the Manchester Salford Housing Market Renewal (HMR) Pathfinder programme. The Barker Report characterises the HMR Pathfinders as low demand areas, but the fact that demand is currently limited within the Manchester Salford HMR area is clearly not because there is not demand for high quality housing (as there is very significant demand derived from the adjoining city centre area), but rather because the overall housing provision within the HMR area is currently incapable of meeting that demand, and as a result it is continuing to seek to divert to more peripheral areas.

1.8
It must surely be a key objective of the Government to rectify this situation, and to provide the planning policy and public investment to help channel new housing development into the Manchester Salford HMR area, so that the demand can be satisfied closer to where it is being generated (primarily the city centre). This will both help to support more sustainable communities within the HMR area, by providing a more balanced mix of households/dwellings and increasing the population so as to support a wider range of services, and secure a more sustainable city region by enabling people to live closer to where they work.

1.9
The proposed approach in the consultation paper risks working against this sustainable vision for the city region. Responding to price signals and development pressures would be likely to lead to more peripheral development, and less within those areas in need of regeneration, contrary to the Government’s stated objectives.

1.10
The consultation paper indicates that local authorities will be required to identify sufficient housing provision for fifteen years, with the emphasis on allocations wherever possible. Within that, a five-year supply should be identified, with sites programmed for later phases being brought into that first five year supply to ensure that is always “topped up”. The impact of this will be that, in the most popular areas, the five-year supply will be developed very quickly, and, as a result of the proposed policy, developers will be permitted to move onto the other allocated sites, originally identified for later phases. Although this would potentially trigger a review of the RSS, in the meantime it could see housing provision in such areas significantly exceeding the RSS figure, even if this would result in the development of land that is greenfield and/or not in the most sustainable locations.

1.11
This could have a devastating effect on less popular areas, sucking demand out of them. If a developer is provided with the choice between a brownfield site in a regeneration area, perceptions of which are not particularly good, and any sort of site within a popular area, where houses virtually sell themselves and prices are high, then they are always likely to choose the latter. The Government’s proposed policy will effectively offer them that choice. As a result, the less popular areas may struggle to meet their RSS housing target, because the demand will be siphoned off to the more popular areas. This will not necessarily reduce prices in the latter, as it may simply further stoke demand there, but is certainly likely to do so in the former, further exacerbating their problems and need for regeneration.

1.12
It is vital that land release is restricted in some of the more peripheral areas, which are very popular and have high house prices, in order to divert the demand towards more central areas, which are currently less successful but have a large supply of previously developed land within easy reach of the major concentrations of job opportunities. The Manchester Salford Housing Market Renewal area has enormous potential to provide sustainable neighbourhoods, to meet additional housing needs, to support the urban renaissance that the Government is committed to, and to help achieve the step change in economic growth that is identified as being required in the Northern Way Growth Strategy. The Government’s proposed policy risks doing exactly the opposite, and leading to a more imbalanced geography of housing provision.

1.13
Securing the regeneration of these inner areas, and making them an attractive location for new residents, may also actually do more to help modify house prices in existing high value areas than the Government’s proposed approach. Simply releasing more and more land in the popular areas may simply lead to further overheating of the housing market, further increasing the demand to live in such locations. If this is not accompanied by similar levels of economic development in those popular residential areas then it will lead to an increase in commuting. If it is accompanied by that economic development, then this may lead to further demand for housing, and associated house price rises. Offering a genuine alternative, in a more sustainable location, may help to redirect the demand, reducing the potential for overheating in the more popular areas. As all areas become popular, then the vast differences in house prices should become more modified. If this is coupled with a robust approach to the provision of affordable housing in new residential developments, then a good supply of housing across the full range of house prices should be guaranteed, but with all neighbourhoods being sustainable, rather than some being where everyone wants to live and others where no one does.

1.14
In order to secure the most sustainable outcomes, there needs to be a planned approach, rather than a laissez faire approach that effectively allows the RSS strategy underlying the distribution of housing figures to be ignored. If the RSSs are to be effective, then the housing figures that they set out need to be complied with. The emphasis should be on ensuring that the RSS strategy, as partly implemented through the housing figures, is accurate and appropriate, rather than allowing potentially very significant numbers of additional dwellings to come forward in areas with high house prices. If circumstances change, and there is concern that the RSS is not delivering the housing that is required in appropriate locations, then this should be dealt with through a review of RSS in the first instance, rather than permitting an effective oversupply in some areas at the expense of less popular locations.

1.15
There is also the risk that the Government’s proposed approach would have a similar impact at the regional and national levels, in terms of diverting households towards the most popular areas. As the more successful areas in the southern parts of the country are allowed/required to increase their residential land supply, the northern parts of the country may find it increasingly difficult to compete. This would work against the Northern Way Growth Strategy and the Government’s own targets to reduce the persistent gap in growth rates between the regions (ODPM PSA Target 2; DTI PSA Target 7; and HM Treasury PSA Target 2.3). The provision of new dwellings across the country needs to support the reduction of regional disparities, but the proposed policy may actually increase them.

1.16
The reference in Section 2 (paragraphs 25-27) to local authorities undertaking housing land availability assessments is noted. Although such assessments are supported it is likely that there are major resource implications associated with undertaking them. There is a real need for a continued commitment to properly funding planning services to support and fund such studies. Any cuts to the Planning Delivery Grant will impact on the ability of authorities to undertake and deliver such services and should therefore be avoided.

1.17
A growing issue within housing markets is the increasing number of properties that are being bought as investments. This will be further exacerbated by the ability of people to include residential developments within their SIPPs. Such investment activity can distort housing markets, and there is evidence that this may be occurring particularly in city centre locations. Careful consideration needs to be given to whether this is problematic, and to the impact of any proposed Government housing policies on investment activity. Policies to actively reduce house prices in higher value areas could result in people being left without a pension, and with problems of negative equity. Where house prices begin to fall, investors may leave the housing market en masse (e.g. relocating funds to other more lucrative investments), resulting in a large supply of new housing hitting the market, and potentially destabilising it further.

2.
Consultees are invited to highlight good practice that would deliver the collaborative approach to planning for housing markets set out here, or to suggest particular structures, mechanisms and incentives that would support planning and decision making at the level of the housing market.

2.1
The North West RSS is currently undergoing review and there is an ongoing discussion around the distribution of housing provision figures. As part of this the 10 Greater Manchester authorities are working together to formulate an overall housing provision figure for the sub-region, which will then be divided up amongst each of the districts, to inform the RSS review process. It is intended that each local authority will have its own requirement although if an authority cannot meet this requirement (on sustainable sites) then the provision could be met  by another authority within the same housing cluster (e.g. Salford may be in the same cluster as Manchester and Bolton).

2.2
The discussion of housing numbers will be on the basis of supporting the emerging spatial strategy and other key objectives, e.g. Securing the renewal of housing markets in the Manchester/Salford and Oldham/Rochdale HMR areas, minimising the need to travel, maximising the reuse of PDL etc. As such, the intention is to ensure that the housing markets evolve in a way that supports the spatial strategy and sustainability objectives, whilst ensuring that sufficient housing is provided to secure a step change in the economic performance of the sub-region.

3.
Consultees are invited to give their views on how a tailored approach to planning for housing could work or whether a single approach, but in the context of different levels of growth, is preferable.

3.1
The consultation document sets out three designations for housing markets, namely high levels of new homes, managed growth, and also low growth or managed reduction. The council consider that housing markets and their operation should not be based on these designations/scenarios. Instead they should be based on the overarching strategy in RSS. RSS should set out the level of demand and provision and then control this through policies. 

3.2
There is a need for intervention in the housing market by planning in order to create an impact – this may mean higher prices in some locations in order to support regeneration in others. Constraining supply in one area may be necessary to support regeneration. Under the favoured approach this is not possible as reducing house prices are wrongly seen as the primary objective.

4.
Consultees are invited to give their views on how assessments of land availability covering sub-regional housing markets could best work and provide examples of existing practice that achieves this.

4.1
There is a need for a standard national or regional approach to undertaking housing land assessments to ensure that studies are consistent with one another in their methodology. However it would be unrealistic to expect authorities to deliver studies jointly, whilst in the absence of any sub-regional government it would also be impractical.

5.
Consultees are asked to give views on the best means to manage windfall in different areas in order to deliver sustainable development.

5.1
The city council considers that windfalls should be brought forward for development at any time, so long as they are as sustainable as the allocated sites (and so long as the RSS figure is not exceeded). If sites are not sustainable then they should not be brought forward. 

6.
Consultees are invited to give their views on how far monitoring market information such as house prices could add value to ensure that the judgments local authorities make about rolling forward are soundly based.

6.1
House prices are a useful contextual indicator for decisions on housing strategy and housing provision figures. However, they should not be a key determinant. The primary factor should be a forecast of the increase in the number of households, modified to take account of the overall spatial strategy for the area/region. The main objective must be to provide the right number of houses in the right location at the right time. Issues such as supporting economic development, supporting the development of sustainable communities, reducing pressures on greenfield land, minimising the need to travel, etc, should be at the forefront of decision-making. House prices may be a consideration, but in themselves are of lesser importance than the aforementioned issues, and therefore should not be allowed to dominate the debate.

7.
Consultees are invited to give their views on how far monitoring market information such as house prices could add value to ensure that the judgments local authorities make about rolling forward are soundly based.

7.1
See above..

8.
We would welcome views on whether the RIA highlights the key costs and benefits – and whether these impacts can be quantified

8.1
No comments.

9.
We would welcome views on whether any another groups are likely to be affected of the proposals.
9.1
No comments.

