Supply and Demand for Housing in Edinburgh
1. Introduction

1.1 This report considers key issues relating to the supply and demand of housing in the City of Edinburgh. This is at a critical juncture in the future planning of the Edinburgh City Region, as the City Council and its neighbours are currently preparing SESplan. This document will determine the scale and direction of development growth for the next two decades and beyond, and will specify the broad amount and location of land for new homes.

1.2 Most commentators agree that there is a fundamental lack of housing stock in the capital city and, as this report describes, the most critical shortfall lies in the provision of family homes. This report explains the extent of the problem and considers the reasons for the current situation. The report goes on to consider possible approaches to solving what is now an issue that threatens the future prosperity and sustainability of Edinburgh.

1.3 The onset of the ‘Credit Crunch’ and the lack of mortgage finance, followed by the Recession, have obviously reduced housing demand in the short-term. There is a risk that this temporary phenomenon tempts policy makers to shy away from the difficult decisions that are required when allocating new land for development. At the time of writing, the SESplan Main Issues Report has been approved for consultation.  Its suggested preferred strategy is a low growth plan based on recession trends. The concern is that this will simply compound the historical under-supply of family homes in Edinburgh.

1.4 As concluded in this report, it is critical in our view that the land supply for family homes is substantially increased over the next few years. This will be in line with the Government’s desire to significantly increase the supply of housing across Scotland, as expressed in the document Firm Foundations and the new Scottish Planning Policy.

1.5 However, any expansion of the City must be achieved in a sustainable fashion that links homes, work and services in an environment that respects Edinburgh’s unique natural and built environment.

2. Planning for Housing in Edinburgh – Recent History and Consequences

2.1 The shortage of family housing in Edinburgh is directly related to the regional land-use policies pursued over the last three decades.
2.2 The housing supply policy for Edinburgh has been governed by successive Lothian Structure Plans. The current plan was approved in 2004, and continued the policies of the two preceding plans by restricting the outward expansion of the City and encouraging Edinburgh’s housing demand to be met in the towns of the neighbouring districts and beyond. In addition, there are proposals for entirely new communities in East Lothian and Midlothian.

2.3 As well as this questionable spatial policy for housing growth in the City Region, there has been an overall shortage of available housing land, for the following reasons:

· Recent development plans have been based on an under-estimation of housing demand and an over-estimation of potential supply. Consequently, less land was allocated than required.

· A shortage of community infrastructure. There are currently a number of very large housing allocations which are constrained because of inability to provide essential infrastructure. 

· Delays in Local Plan preparation and determining planning applications.

2.4 The combination of a policy of physical containment of the City and the overall shortage of housing land has had the following negative effects:

Increase in House prices

2.5 Over the last 10 years the average City house price has risen by 129% while the average pay of a single full-time worker only rose by 43%. For every property that the council has available there are approximately 139 bids received. Consequently, people on average or lower than average earnings have often not been able to access the housing market. One significant effect of this is that families have been leaving the City in considerable numbers over the past two decades to live in the provincial towns where new family houses have been built.

Over-Provision of Flats

2.6 Because of the imposed constraint on the outward development of the City, the vast majority of available sites in Edinburgh have been brownfield and therefore relatively expensive to develop. The effect of this has been a very substantial bias towards flat building as evidenced by the following figures from the Lothian Housing Land Audits.
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2.7 Therefore approximately 80% of all residential development in the Edinburgh Council area since the beginning of the century has comprised flats. This includes figures for the outlying towns such as Kirkliston, Balerno and South Queensferry, and is therefore likely to be an under-estimate of the proportion of flats built in the City itself.

Over – Reliance on Commuting

2.8 Edinburgh is still the main centre of employment within the City Region. With so many workers and their families now residing in the outlying districts, there has been a substantial rise in City commuting. This has a number of disadvantages:

· Unsustainable travel patterns.

· Congestion on main routes into town.

· Opportunity cost of travel time.

· Financial cost of improving transport infrastructure.

· Impacts on provincial town environments and culture. 

3. SESplan Housing Need & Demand

3.1 Tribal have recently completed a housing need and demand study for the SESplan area. As indicated in their report, it has been produced at a very unsettled point in the housing cycle. However, it concludes that the longer-term prognosis for the housing market is optimistic. It also notes that the recent decline in new house-building is simply likely to add to future shortfalls in meeting pent-up demand.

3.2 Overall the housing market in the SESplan area is pressurised, with prices in some areas being amongst the highest in Scotland. The Tribal study showed that there are around 46,000 households in housing need across SESplan, with 19,550 unable to afford to buy/rent an appropriate dwelling in the private sector. The study concludes that around 2,807 homes per year are required simply to meet social affordable housing requirements.
3.3 South East Scotland is the main growth area in Scotland. The most recent projections by the General Register Office for Scotland (GROS) indicate that the SESplan area’s population could grow by 16% from 2006 to 2031, rising from 1.2 million to 1.4 million. The number of households could rise from 550,000 in 2008 to 700,000 in 2031.

3.4 The SESplan councils state that there is an existing undeveloped supply of 88,000 houses, and on this basis the GROS based requirement is for 45,000 additional houses from 2008 to 2032. However, we believe that the capacity of the existing land supply is significantly over-stated, perhaps by 20 -30%. A more reasonable assumption for the existing land supply would be in our view closer to 70,000 units. This would produce a requirement to identify land for an additional 63,000 homes from 2008 to 2031.

3.5 The SESplan Main Issues Report takes a very different approach to the calculation of the additional housing land requirement. Not only does it make an optimistic assessment of the housing output from existing sites, its preferred strategy is to assume a ‘market recovery’ scenario for housing provision. The document therefore proposes a total additional requirement of 27,000 homes from 2008 to 2031. 

3.6 This, in our view, is a very high risk strategy. It constrains the supply of housing land to the minimum amount thought necessary to meet the requirements of a post-recession economy. It does not provide flexibility should the market recover sooner than expected. Arguably, it simply delays making decisions on the future long-term planning strategy for the SESplan region, continuing the historical trend for cautious estimates of future growth, and therefore an incremental approach to planning for development. This is a backward step from the visionary approach outlined in the City of Edinburgh’s Capital Growth document published in 2006, which contemplated an expansion of Edinburgh based on economic and environmental aspirations that would allow the City to compete with its international City Region rivals. The SESplan Main Issues report returns to the out-dated (and negatively slanted) trend-based approach to planning for housing.
4. A Vision for City Growth

4.1 In May 2006, the City of Edinburgh Council published its Vision for Capital Growth. Much of the content of that document is very relevant to the consideration of SESplan going forward.

4.2 It considered the features of successful cities, which suggests that size and population are relevant. Edinburgh lags behind its northern European rivals in terms of growth Where leading cities have populations in the order of 1.5 million, the Edinburgh City region has a population of approximately 1.25 million. There is therefore a good case for saying that Edinburgh has not yet reached its ideal size and needs to actively attract more people. There have been increases in the travel to work area as first time buyers and those on modest incomes have to look further and further afield for affordable housing. A labour supply gap will increasingly create a low pressure system over the capital, sucking in commuters over increasingly long and unsustainable distances. Either that, or mobile industries will simply locate elsewhere where the labour is more accessible.

4.3 Hence, there is a good case to plan for a larger local workforce by planning for more homes close to the City. Although brownfield land will have a limited role, a strong long-term growth strategy will need to be under-pinned by using previously undeveloped  land. Such expansion should be directed to locations which are close to existing hubs of employment and services, as well as being close to sustainable modes of transport connecting to more distant attractions. Development would comprise substantial urban extensions within easy reach of jobs, shops and leisure facilities. Such an approach would have the following benefits.

· Reducing the need to travel.

· Providing housing in the City that people can afford, helping families to stay in the City.

· Helping to achieve internationally competitive critical mass.

· Making efficient use of existing urban infrastructure.

· Providing critical mass to provide new infrastructure.

· Enabling efficient public transport penetration.

· Providing an attractive interface between homes and the countryside.

· Utilising the countryside for appropriate recreational/leisure uses.

4.4 This approach will also mean modernising the Edinburgh Green Belt more in line with current Government policy. It states that Green Belts should be drawn to accommodate planned growth, and where appropriate should create an area suitable for development. It warns against exporting growth to less sustainable locations simply to protect the Green Belt.

4.5 If Green Belt land is to be used for development, then development values from the strategic growth should be harnessed to provide a new network of green spaces, with better public access and improved recreational value.

5. Conclusions

5.1 Regional planning policy over recent decades has restricted the outward growth of Edinburgh. Given the significant demand for housing in Edinburgh, this has had the effect of substantially increasing house prices and forcing people, particularly families, to move away from Edinburgh to locations where house-building has been encouraged.

5.2 The situation has been compounded by the market response to the development of brownfield land in the City predominantly for flatted development. Approximately 80% of all housing developed in the City since 2001 has been flats.

5.3 Most employment remains located in Edinburgh, and the last decade has seen substantial increases in commuting into the City. This is fundamentally unsustainable.

5.4 Various analyses agree that there is a very great demand for housing in the City. This is increasingly pent-up as a result of the ‘credit crunch’ and the slow down in the housing market. The two main areas of under-supply are family housing and social affordable housing.

5.5 SESplan represents an opportunity to plan for the growth of Edinburgh, both on brownfield and greenfield land. The Council’s Vision for Capital Growth envisages major urban expansions closely related to existing jobs and services, located around public transport corridors. This, it anticipates, will provide the critical mass for Edinburgh to compete with its international rivals.

5.6 The more recent SESplan Main issues report takes a much more cautious approach to growth. Although it identifies West and South East Edinburgh as growth areas, its preferred strategy is recession based and does not look towards a particular optimum critical mass for the City.
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