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Introduction
1. Good afternoon and thank you very much to IPPR for inviting me and for hosting today’s discussion. I know the IPPR has taken great interest and done considerable research on the future of our cities, our towns and our communities. And I welcome to opportunity to set out some of the government’s thinking today. 
2. I think we should start by recognising that the debate has changed considerably over  the past few years. After the Urban Taskforce and the Urban Summit, the white paper and the Sustainable Communities plan, I think we have seen a substantial cultural change starting to take place, across the board – among housing and planning professionals, local government, private developers, community groups. 
3. Rarely is there a consensus about planning guidance. But when the government’s overarching planning policy statement was published last year (called PPS1) setting out the principles of sustainable development it was widely supported. The concept of building and sustaining communities where people are proud to live, not lifeless dormitories where families are desperate to leave, is widely shared. 
4. The basic principles of supporting people not just places is strongly endorsed. People agree we need to look at the community facilities, the public services, the economic opportunities, and the public safety, not  just bricks and mortar. And these are concepts that apply to north and south, to areas of high demand, and areas of low demand, to prosperous areas, and to estates in desperate need of regeneration.

Problems/ challenges we inherited in 1997

5. It is worth considering where we started in 1997. There had been a substantial shortfall in capital investment in housing stretching back many years, both public and private, both in the existing stock and in new build. So we had a £19bn backlog of investment in repairs and maintenance in social housing. Private sector house building had fallen massively compared to the sixties and seventies. 
6. We had seen the decline of many town and city communities, driven by a complex mix of factors. Planning policy helped the growth of out of town shopping at the expense of town centres, and new executive estates on greenfield, at the expense of urban regeneration. Poor design or planning blighted some towns and cities. Manufacturing towns and cities suffered particularly from the legacy of two recessions, industrial decline, and insufficient investment to regenerate their economic base. And the rising social inequality of the eighties and nineties could be seen on our most deprived estates, and most visibly with an increase of rough sleepers on our streets. 
Meeting the challenge
7. I believe we have made significant progress. Investment has increased substantially. The £21 billion pounds in investment since 1997 is unprecedented in the history of social housing. Even the great post war investment in social housing tended to neglect repairs, maintenance and quality improvements, in order to increase the number of new homes. 
8. There are also a million more homeowners since 1997 - low mortgage rates and rising economic prosperity have made home ownership an option for people who otherwise would not stand the chance of owning their own home.  The number of new homes being built is on the increase, and that includes increasing new social housing now too.

9. Perhaps one of the most remarkable achievements, in terms of sustainability, is that at the same time as building more homes, we are also building a higher proportion of new homes on brown field land. 
10. In 1997, 56% of homes were built on brownfield land.  We set a target of 60% - by 2008 - and it is currently over 67%. The consequence of changed planning guidance and the Density Direction, is that the nation is building homes at 39 homes per hectare, up from only 25 in 1997. 

11. That means we can build 1.1 million homes on less land than the previous Government set aside for just 900,000 homes - saving an area of greenfield land greater than the size of Oxford.
12. Former industrial cities such as Birmingham and Leeds are experiencing a renaissance in their city centres. With steady economic growth, smaller towns and cities are growing in confidence about their identity and their future. Even IKEA has read the writing on the wall, and said it will come to town. And regeneration projects are turning round some of the most deprived estates and communities.

13. Of course we have a long way to go. Having invested so much into improving the quality of social housing, we need now to do more to increase the supply of social housing. We have accepted the recommendation in the Barker report that we need a significant increase in the amount of new social housing being built, not simply in the amount of investment we make. 

14. Brownfield regeneration remains a challenge in many areas. Some of our most deprived estates are proving to have the most difficult problems to address. As some areas improve, those with the greatest concentrations of disadvantage and poverty can fall furthest behind. And one of the most important areas where I believe we need to do more is simply improving the quality of design, recognising the importance of creating beauty in our public spaces and private homes, or even what the Deputy Prime Minister described as the Wow factor.

15. And there are challenges too in ensuring that the new homes we build are in sustainable communties – the issue  IPPR has particularly raised today.  
16. I actually believe the principles of achieving sustainability are similar for existing communities too. The problems facing Milton Keynes and Burnley may be very different. But the fundamental principles for sustaining communities in both areas remain the same.

17. They need;

* housing which meets local demand,

* a strong and expanding economic base, 
* a transport and physical infrastructure which supports economic development, 
* good public services, 
* proper community facilities

* good community safety, 
* and good quality design.

And they need to plan around the needs of the next generation, social, environmental and economic, not just the short term interests of current residents. They need to be able to address inequalities and divisions within their own communities. And they need strong civic and community leadership to carry it through. The solutions for Milton Keynes and Burnley may be different, but the principles of sustainability remain the same.

18. Those principles are a central part of our approach to the development of areas like the Thames Gateway.
19. First, they need economic strategies as well as housing development. That is why the Regional Development Agencies and local businesses are closely involved in plans for growth, and why the new investment in the Thames Gateway includes a strong emphasis on skills, and a university for the Medway towns. 
20. Second, they need appropriate infrastructure – and that means community facilities and public services, not simply new roads or stations. That is why we are already investing an extra £6bn in infrastructure projects for the growth areas, on top of the mainstream investment in public services. And that new infrastructure includes sports facilities, a new library and cultural centre for Ashford, not simply grand transport infrastructure programmes like the Channel Tunnel Rail Link.
21. Third, they need to be truly mixed communities. That is why planning guidance is clear about mixed communities. In the Thames Gateway we expect affordable housing to be around 35% of the new development, in London the target is set much higher at 50%.
22. Fourthly they need to be based on the best possible design. Already CABE is working on masterplans and improving quality in the growth areas.
23. Fifthly they need to be environmentally sustainable – building first on brownfield sites and recycling land, improving energy efficiency and addressing wider issues like water use and flooding.
24. All these things we can do and we must do. And in all these areas I think there is broad support for our aims, even if the delivery remains challenging.

25. But sometimes the debate about sustainability gets distorted. Instead of being a debate about how we best deliver the homes and the communities that the next generation need, it becomes an excuse not to build at all. And I think we have to be clear that the most unsustainable thing of all would be to fail to build the homes that the next generation need. 
The need for new homes

26. It is very clear that there has been a fundamental mismatch between housing supply and demand stretching back many years.  Kate Barker’s report explains how the UK housing market fails to respond to prices and demand in the way that other markets do.  In normal competitive markets, if demand rises, and prices rise, supply increases in response. 
27. But in the housing market, over the last 30 years demand has increased due to demographic change and rising incomes, average house prices have increased by 2.4% in real terms, and by rather more in the South East yet new housing supply has dropped by 30% compared to several decades ago. 
28. Little wonder then that people are priced out of the market.  By 2002 just 37% of new households could afford to buy a home, compared to 46% of new households in the late 80s. If we continue at the rate of housebuilding we have seen, that figure is likely to drop to a third. Our own analysis of affordability for thirty year old couples shows that at the peak of the last housing cycle in the late eighties boom 57% could afford their own home. Last year, that figure was 50%. If we continue building at the rates we have seen in recent years, we will be denying the next generation the opportunities we ourselves have taken for granted. Just as aspirations are rising, opportunities will fall.
29. Some people have argued that the extra homes should not be built. Many Conservative politicians have campaigned against housing growth across the board. Some people have argued that affordability is not related to housing supply, or that it is not such a serious problem across the housing market cycle. 
30. I think that analysis simply doesn’t stand up to scrutiny. The fact is that in the wider South East, 700,000 new households were expected to be formed over the last five years. Yet only 500,000 new homes were built.  
31. The population is growing, the economy is growing, the demand for new workers is growing, and household formation is changing  with an ageing society and family break up. The demand for housing is increasing. Unless housing supply responds, of course it is the case that long term house prices will continue to rise, to the benefit of existing homeowners, but to the disadvantage of those who hope to buy a home of their own. Just as aspirations for home ownership are rising, the market is failing to respond. 

32. It is certainly true that we need to build more social housing, and more shared ownership housing. But unless this is part of building more housing across the board, we will see more people priced out of the market in the area where they work or where they grew up, as well as greater pressure on social housing thanks to problems of affordability and pressures on the private rented sector too.
33. Those who set themselves against new housing growth need to be clear; the message they are sending to first time buyers and those without homes of their own is that “we don’t want to help you and we don’t want you to live round here.” 

34. They also need to be clear that this is a social justice issue too. Evidence suggests that more and more first time buyers are relying on gifts and inheritance, or that loan from mum and dad, to help them buy their first home. But that is deeply unfair.  It is socially unjust if the only people who can buy their own home are those whose parents or grandparents were home owners before them. Unless we build more homes we will see an ever widening wealth gap, and one which reinforces inequality of opportunity too.
35. People need to recognise too that it is not just first time buyers and future generations who suffer from undersupply of housing.
36. On behalf of the CBI, Sir Digby Jones has said; “Reduced housing supply constrains labour mobility, damaging the flexibility and performance of the UK economy and having a negative impact on business location decisions and competitiveness.” That is why the CBI are supporting the Barker approach. 
37. Our public services are affected too. If nurses, teachers and other key workers cannot find affordable homes near their place of work, then the public services that depend on their recruitment will suffer too. That is why the RCN are campaigning on affordable housing.
38. And if we don’t have enough homes, it is the vulnerable who will suffer most. Lack of housing pushes up rents in the private sector as well as increasing pressure on social housing and homelessness too. That is why Shelter are calling for the building of new homes.

Building a consensus
39. So our challenge is not just to get the policies right, it is to build a wider consensus in support of the new homes that the next generation needs. 
40. Of course the new homes must be environmentally sustainable. Of course we need to protect the countryside. Of course we need the infrastructure to support new homes. All those things are critical to sustainability. But the most unsustainable thing we can do – in terms of the economy, family need, social cohesion, social justice and the interests of the next generation – would be to stop building new homes now. 
41. Because I think this is about the next generation and it is about social justice. Our approach to sustainable communities must not become simply sustaining the wealth and the opportunities of those who are already stakeholders and homeowners in existing communities. It must also be about creating opportunities for the next generation, for those on lower income, and for those who are currently excluded from existing communities. 

42. We talk about the creation of sustainable communities because we reject the idea that there is no such thing as society. But it isn’t enough to set out a communitarian vision for our towns, cities and neighbourhoods. It must also be a vision based on tackling inequality and improving social justice 
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