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            Preface

         

         Generation Rent is ultimately the story of how the UK turned its youth into an asset class. Over the latter part of the 20th and early 21st centuries, housing went from being a basic good to a financial asset. As it did so, our homes went from being a store of wealth for occupiers, to a store of wealth for landlords and speculators.

         This trend goes beyond the behaviour of buy-to-let investors, and begins in the popular imagination. Before we can restore justice and decency, we must change the cultural view of our homes as personal trophies, pension pots and money-making machines, rather than basic necessities for a normal life.

         Britain’s housing crisis is a vast, sprawling and multi-layered story. In order to make this book concise, some research and case studies had to be left out. I have tried to weave together the most pressing issues faced by today’s young (and not so young) renters and parental home dwellers, and place these stories in a wider narrative that affects us all. I have dug out and presented what I believe are the most credible solutions. And I have called for neglected debates to be re-opened – most importantly, on land and credit. 6

         I wrote this book while living and working in Sheffield. Consequently, some of the case studies here are from my hometown, but the outlook is national and the material spans the length and breadth of the country. Many of the trends are found, to a varying degree, in other Western countries.

         My hope for Generation Rent is that we can break free from the simplistic narratives that dominate the current debate about housing. I want us to leave behind tired binary arguments like ‘boost regulation v cut red tape,’ ‘build more homes v control immigration,’ and ‘help people get on the ladder v tell them to stop buying avocado toast.’ Instead, I want to start talking about what really drives our current shameful situation. I don’t profess to have all the answers. But if this book can at least start to change the national conversation on housing, I will consider it a success.

         Chloe Timperley
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            1. Can’t buy, won’t buy

         

         Olivia Lynes and her partner Izaak appear to have everything going for them. Both are 29 years old and have PhDs in chemistry. Both have good jobs: Olivia works in computer programming in Hertfordshire, and Izaak works in the civil service in London. But when Olivia and Izaak talk about the future, they are resigned to a life of constant struggle and compromise, because they rent a home in modern Britain.

         Dodgy landlords, security deposit theft, unhygienic plumbing and estate agents’ bullying come as standard with membership of ‘generation rent.’ But these things don’t trouble the couple. They have barely any complaint to make about the landlord of their two-bed flat. Instead, they are frustrated by the life-sucking cost of living in the UK private rented sector. For a couple with good educations and jobs, shelling out so much every month makes everyday life more pinched than it should be. It also makes it harder for the couple to save enough money to get their own place, something that was commonplace in the previous generation. ‘Both of us earn more than our parents ever have in their entire lives,’ Olivia tells me, ‘and I’m not sure if we’re ever going to be able to afford to buy a house.’ 9

         She explains: ‘We’ve worked out we’d need about £35,000 saved up to buy our first home. Small, two-bed homes round here start at about £290k, and when you factor in all the fees associated with buying a house, £35k in cash seems a realistic figure to aim for.’

         The couple estimate that, all things equal, it would take at least five years to save the money. Five years is not ideal, but nor is it an eternity. So why does she feel that she may end up being a lifelong renter? Because probably not all things will be equal. ‘The thing is,’ Olivia says, ‘the idea that we can save £35k in five years is based on a lot of assumptions. If we need to relocate for whatever reason, it’s a massive setback. Moving here cost us about £4,000 in total – factoring in all the fees, referencing, upfront costs, etc.’ Since a ban on tenant fees came into force in June 2019, the upfront cost of moving have reduced. Even so, moving might cost £2,000, three months’ worth of savings. And they could be asked to leave their home at any point. Legally, a landlord can ask tenants to leave with two months’ notice at the end of a fixed-term contract, without giving a reason. The average tenancy in the UK lasts about four years,1 and being a good tenant does not prevent eviction.

         Even if, against the odds, Olivia and Izaak do manage to stay in the same place, they need all other prices to remain broadly the same. Saving up for five years is only viable if rent and local house prices don’t shoot up even further, the car doesn’t break down and need replacing, and they continue earning as much as they do now. But their rent probably will rise. According to the housing charity Shelter, on average rents across the UK rose 60 per cent faster than wages between 2011 and 2017.2 The couple moved out of London to a commuter town to escape the capital’s overheating 10property market. But the figures show that the temperature is rapidly rising across the commuter belt.

         ‘We currently pay £1,000 a month in rent, not including bills,’ Olivia says. And while the flat is close to Olivia’s job, Izaak must commute to work by train, which costs around £400 a month.

         The other problem is that saving for a home entails a long-term austerity drive. For Olivia and Izaak, this means committing themselves to at least five years of ‘very frugal living – no holidays, no luxuries, and constantly counting every penny.’ Olivia explains:

         
            ‘It’s not that we’re unwilling to make sacrifices, but we at least want to know that the sacrifice is going to be worth it. We’ve already spent four years living on not very much money. Do we want to spend the next five years living on not very much money, to then realise the goalposts just keep moving – and before you know it five years turns into 25 years?’

         

         For Olivia, opportunities to economise are sparse. Playing devil’s advocate, I ask her: does she really need two bedrooms? Is a conveniently located flat right next to the train station absolutely essential? Were she and Izaak not willing to ‘slum it’ somewhere less nice to save money? Olivia replies:

         
            ‘There isn’t really a range of prices on offer. It’s not like we’ve actively picked somewhere that’s expensive – this is pretty much the going rate for a standard two-bed flat in the area. Even one-beds aren’t much less. When you look at places far worse than this, they’re only slightly cheaper than what we’re paying now. If we could save an extra £200-£300 a month by living somewhere 11a bit gross, we might consider it, but for £50 or even £100 less it’s not worth the trouble.’

         

         Plus, moving somewhere less central might cost less in rent, but would probably cost more in transport.

         Olivia says: ‘Obviously, we’ve done all the switching we can with things like energy bills and our internet provider.’ But the exercise ‘almost feels pointless.’ Despite shaving ‘£10 or £20 here and there’ off their outgoings, none of it changes the £1,600 they pay out every month in rent, council tax and train fares.

         What would Olivia say to someone who suggested that her current situation was a result of too many indulgences – Netflix subscriptions, expensive gadgets and brunch? She laughs: ‘My mum tried to pull this one on me the other day! She was saying how, if I cancelled Netflix and Amazon Prime, I could save so much more. I told her, Mum, Netflix costs £9.99 a month and we split it with someone else, and with Amazon Prime we’ve still got our student subscription, so it’s something like £40 for the year.’ At a combined saving of £100 per year, it’s hard to see how foregoing these ‘luxuries’ would be worth the self-denial.

         ‘Plus, I need my phone for work. It’s not a luxury item – and I’m definitely not on an £80 a month phone contract. It’s the same with so much of the advice to young people trying to save – you’ll read things like: ‘shop at Aldi.’ Like, where did you think I was shopping? M&S?!’

         I wonder what her parents make of it all? ‘My parents are sympathetic, but I don’t think they fully get it,’ Olivia says. ‘I mean, they built their own house. My dad’s a farmer so got given a piece of land by my grandpa, and they built a house for about 12£4,000. That’s the kind of opportunity that gets you on the housing ladder. Not cancelling Netflix.’

         While the cost of renting rises year after year in Britain, the homeownership dream demands increasingly heftier sacrifices over expanding periods of time. This, as Olivia can attest, is profoundly demotivating.

         ‘We’re coming up to that point where we’ve got to make a decision: are we going to go for it and hope the sacrifice pays off, or are we going to accept that we’ll just be renting forever, and spend our money on having a life instead?’

         This is the crux of the matter for generation rent: for the one in three millennials now believed to be locked out of homeownership for good, renting a home is like having a demented money-munching Pac-Man on the loose in your bank account. Not only that, but the goalposts are constantly moving. Even with a decade of strenuous penny pinching, a permanent home may still be out of reach.

         If Olivia were an oddball among her friends for having failed to enter the kingdom of homeownership, perhaps a lack of personal responsibility or poor life choices would be to blame. But all of Olivia’s friends ‘are in the same boat.’ ‘Some of my friends actually have a 10 per cent deposit gifted from parents, and they still can’t get a mortgage, because they don’t have the income multiplier.’

         In fact, Olivia and Izaak are just two among millions of people – many with excellent jobs – who cannot afford to buy a home in Britain in the 2020s. Instead of being priced at two or three times annual incomes, homes in England and Wales now cost an average of 7.83 times yearly earnings before tax.3 In Scotland, the 13picture is almost as grim, with house prices reaching seven times average incomes.4 The ratio in Northern Ireland is significantly lower at 4.8,5 however house prices there in late 2019 were growing faster than anywhere else in the UK.6

         At the peak of the homeownership dream, in 2007, 73 per cent of the population owned their own home. A decade later, in 2016, the figure was 63 per cent, with the steepest decline seen amongst those born in the late 1980s onwards.7 The difficulty of finding somewhere decent to live in the UK (many rented homes are in poor repair) is not an individual problem. It is generational.

         
            Notes

            1. The average tenancy… lasts about four years: English Housing Survey 2018 to 2019: headline report, MHCLG, accessible at: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/860076/2018-19_EHS_Headline_Report.pdf

            2. on average… 60 per cent faster than wages between 2011 and 2017: Rentquake: Change in private rents from 2011 to 2017, Shelter, accessible at: https://england.shelter.org.uk/support_us/campaigns/rising_rents

            3. homes in England and Wales now cost… before tax: House price to residence-based earnings ratio [March 2019], ONS, accessible at: https://www.ons.gov.uk/peoplepopulationandcommunity/housing/datasets/ratioofhousepricetoresidencebasedearningslowerquartileandmedian

            4. In Scotland… 7 times average incomes: The state of Scotland’s housing market in four charts, BBC News, accessible at: https://www.bbc.co.uk/news/uk-scotland-46945882

            5. The ratio in Northern Ireland… at 4.8: Northern Ireland should see house prices rise again in 2019, Danske Bank, accessible at: https://danskebank.co.uk/business/economic-analysis/opinion/northern-ireland-should-see-house-prices-rise-again-in-2019

            6. in Northern Ireland house prices… as of October 2019: Northern Ireland house prices soar as rest of UK remains stagnant, Belfast Telegraph, accessible at: https://www.belfasttelegraph.co.uk/news/northern-ireland/northern-ireland-house-prices-soar-as-rest-of-uk-remains-stagnant-38550834.html

            7. in 2007, 73 per cent… born in the late 1980s onwards: Home ownership falls more in UK than any other EU country, The Independent, accessible at: https://www.independent.co.uk/news/business/analysis-and-features/uk-home-ownership-falls-more-than-eu-country-france-poland-property-market-a8501836.html
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            2. ‘Refusing to leave home’

         

         Before I began researching this book, I assumed that there would be general agreement about the state of the UK housing market. It was only when I got talking to older family members and their friendship groups, with colleagues, and with friends-of-friends and acquaintances, that I realised that ‘young people have been screwed over by the housing crisis’ is considered by some to be a controversial opinion rather than a statement of fact.

         Media stories often stoke this misinformation. In February 2019, for instance, The Daily Mail revealed that three millennials aged under 26 had single-handedly ‘debunked’ the ‘myth’ of generation rent by buying property worth £750,000.1 A few months earlier, Metro featured the story of a 29-year-old property tycoon who bought her first home aged 19,2 right after the financial crash of 2008 (the subtext being if an underprivileged teenager can get on the property ladder, anyone can).

         What might be described as housing crisis denialism first began in the early 2000s, when tales appeared about ‘kidults’ living with parents into their late twenties. Sympathy at this point was next to non-existent, with most of the coverage focussing on the strain being placed on the parents forced to postpone their retirements while they lived in a ‘crowded nest.’ In 2005, the Independent reported 15that a new wave of young adults had begun to ‘lean on their parents for hand-outs and a spare bed,’3 as if becoming a cash drain on your family was just a trendy new lifestyle choice. After the 2008 crash came the ‘Peter Pan’ generation: a supposedly infantilised cohort of young adults obsessed with self-pampering and going on ‘gap yahs,’ while refusing to grow up, find careers and start families.

         In 2012, The Daily Mail used the findings of a survey to shame under-40s living with their parents for ‘refusing to leave home.’ These over-stayers, it complained, ‘lacked the skills’ to cope with adult life and enjoyed the fact that ‘someone else cooks and cleans up after them.’ Damningly, these wastrels spent £50-£150 a week on ‘keeping themselves entertained.’4 The economic context was absent, but at the time overall unemployment was nearing eight per cent of the economically active population,5 while youth un-employment stood at 21.9 per cent.6 In other words, more than one in five young people was not in work, education or training. Despite this, house prices were still in the stratosphere thanks to the Bank of England’s emergency base rate cuts and successive rounds of quantitative easing, which we’ll explore later.

         In my conversations with naysayers of the difficulties faced by generation rent, I’ve noticed that they invariably have a story to tell about a young person they know who works as a receptionist and has a BMW on finance, the latest iPhone and a predilection for 5-star holidays in Bali. Peruse the MoneySavingExpert forums, and you’ll see similar attitudes. During a discussion on how entire age demographics are being priced out of the South East, one person declared: ‘My parents bought their home in their late twenties after having lived with my grandparents. They never 16rented.’ They went on to explain: ‘Buying a house is not a right – it needs to be earned and sacrifices need to be made.’7 The implication is that renting is a treat that sensible people resist. And so, the argument comes full-circle. Not only are millennials who move out of the family home and rent just as spoiled and entitled as the boomerang and Peter Pan generations, they are also impatient, imprudent and stuck-up. Either way, the message is clear: if you can’t afford to buy a house, it’s because of your poor character and decision-making.

         Tim Gurner, a 35-year-old property developer, summed up this attitude in 2017 when he told Australia’s 60 Minutes TV show: ‘When I was trying to buy my first home I wasn’t buying smashed avocados for 19 bucks and four coffees at $4 each.’ Gurner, worth an estimated $460 million (about £245 million), warned that wasteful spending was stymying young people from owning a home.8

         Elle Hunt, a freelance journalist, was set the avocado toast challenge by The Guardian: was she being prevented from buying a home because she frittered away too much on luxuries? She kept a money diary for four weeks in December, then enlisted the help of personal finance expert Martin Lewis, founder of Moneysavingexpert.com, to review her spending. Before she met Lewis, Hunt was of the view that, since house-price-to-income-ratios at the time stood at 7.6 in England and Wales and 14-plus in London, owning a home was simply ‘out of reach’ for her. Despite earning between £35,000-£40,000 a year, she felt that the size of the average deposit needed to get on the property ladder – £32,899 in the UK; £106,577 in London – was so daunting that she had ‘resigned [her]self to spending for the now.’

         17Martin Lewis objected to this ‘live for the now’ mentality. At the end of the challenge, he concluded that while Hunt had a snowball in hell’s chance of buying a property in London without radically changing her ways, homeownership elsewhere could be within her grasp in four to eight years if she went on a serious economy drive. For instance, she could cut out take-away coffee, meals out, drinking alcohol, and buying new clothes. Lewis warned her: ‘If you spend £625 a year on coffee but then turn around and say, “I can’t save up for a deposit on a house”, you start to lose a bit of the moral argument.’9

         Several months after her piece ran, Hunt wrote a follow-up article. In it she revealed what happened after her money diary went viral. ‘The response was immediate and visceral; I have never experienced anything like it,’ she wrote. One reader had seen fit to send her a long, typewritten letter to inform her that she had ‘brought shame on [her] parents and [her] editor.’ The admonishments devolved into dire warnings that Hunt’s ‘fecklessness’ would, if left unchecked, ‘cause tension with [her] future husband and [their] hypothetical children, culminating, potentially, in alcoholism.’

         The sheer volume of rage led Hunt to regret her openness, not least because she could have avoided being referenced in a lecture at the University of Edinburgh under the heading: Entitled, spoilt and ridiculous or just youthful play? She had freely admitted that she earned above the UK average, and that owning a home wasn’t a priority.10 Even so, the vitriol she received for spending her earnings enjoying herself, and not surrendering everything at the altar of homeownership, underlines the current housing hysteria. That people are now expected to prioritise the pursuit 18of homeownership over the pursuit of happiness only goes to show how warped many views about property and homeownership have become.

         For some renters, adopting a ‘live for the now’ attitude is far from a flippant lifestyle choice; it’s a coping mechanism. One I interviewed – who wished to remain anonymous – had arrived at a zen-like acceptance of his poor financial prospects. Before we spoke, ‘Joel’ sent me a link to his LinkedIn profile. His CV was sparkling: not only was he a highly technically skilled coder who had worked for several blue-chip corporations, he was also a non-executive trustee of a social enterprise, and he was bilingual and could hold a conversation in two other languages.

         He and his partner were renting a flat in London from a close friend, and he considered himself lucky that his friend-lord had promised to let him live there for as long as he wanted, so long as he was willing to pay a market rent.

         Joel had no wealthy parents to help him escape the rent trap, and when I asked him whether he had a long-term plan for retirement, he nonchalantly declared that he was operating under the assumption that he would never be able to stop working. His situation was somewhat unusual in that his partner was unable to work full-time due to ill-health, so his salary had to cover the costs of two people.

         But his reasoning for not beginning to attempt amassing the colossal amount of cash required to see him and his partner through a comfortable post-work life had nothing to do with his personal circumstances. Instead, he wanted to know: 19

         
            ‘Who says there’ll be a world worth retiring into in 40 years’ time? Climate change, rising geopolitical tensions, financial crisis after financial crisis… there’s so much uncertainty in modern times; I at least want to enjoy living right now. Why put all your energy into saving for a future that might never happen?’

         

         Joel’s stance may seem extreme, but he is not alone in thinking like this. In the last few years we’ve seen the emergence of the ‘YOLO’ (an acronym for ‘You Only Live Once’) hashtag on social media. ‘#YOLO’ signifies a ‘screw it, let’s do it’ attitude, and it has come to characterise young peoples’ outlook on life: live the way you want to now, because tomorrow you might not have the chance. It’s easy to sneer at this outlook as puerile and self-indulgent, but for people like Joel, it’s a rational response to an increasingly insecure and economically hostile world.

         Life for Rent

         In 2020, renting isn’t just a housing tenure. It’s becoming an entire lifestyle. The internet has altered the nature of possession, making it more temporary. Increasingly, members of generation rent don’t own music, films or digital devices. They have monthly subscriptions with Spotify, Netflix, and mobile phone companies. Personal contract plans are the new model for car ‘ownership’ – a low-monthly-cost arrangement that suspiciously looks like renting, because at the end of the term, you don’t really own the car, you’ve merely financed its depreciation.

         And the reality is that everyday ‘luxuries’ are much cheaper than they were in the past.11 For example: 20

         
            Flights

            1990 – return flights from London to Sydney cost £2,150 in today’s money.

            2019 – the same round trip costs just £68612

            Cinema

            1989 – a single cinema ticket in 1989 cost £2.20.13 In today’s money that’s about £5.50

            2019 – a monthly Netflix subscription giving access to 5,000 films, TV shows and documentaries is £5.99 – and the cost can be shared by the whole family

            Mobile phone

            1989 – a Motorola mobile phone cost £1,765,14 or £4,424 in today’s money.

            2019 – a brand-new Samsung smartphone costs £25015

         

         But that picture of falling prices changes sharply when we look at house prices.

         
            Average home

            1985 – £34,700 (£105,932 in today’s money)

            1995 – £51,334 (£99,430 in today’s money)

            2019 – £216,80516

         

         Broadly, the costs of technology, foreign travel, and everyday food have tumbled in recent decades, but property has become massively more expensive. These figures help explain why generation 21rent attracts such opprobrium from older housing crisis sceptics. Back in 1989, buying a mobile phone would set back your journey towards homeownership. In 2020, the cost of owning a smartphone is minuscule. As well as this stark change, society itself has changed. The connectivity of modern life makes foregoing a smartphone or other so-called ‘luxuries’ far more socially alienating and disruptive than it would have been in the eighties. So when you consider all of these factors, the idea of denying yourself a phone to get on the property ladder starts to look facile. Fundamentally, the housing crisis comprises three key issues. These are:

         1. Homes are too expensive to buy

         The reality is that a person’s chances of getting on the housing ladder are largely determined, not by their willingness to drink supermarket own-brand instant coffee instead of takeaway lattes, but by the year of their birth.

         According to the Resolution Foundation, between 1990 and 2017, homeownership rates among 25-34-year-olds halved. Over the same period, homeownership levels amongst the next age bracket up – the 35-44s – fell from 70 per cent in 1990 to 52 per cent in 2017. Since 2008, homeownership rates among almost all ages have steadily declined, with only a feeble recovery in the last couple of years. Over the same period, the over-65s were the only age bracket to have experienced a solid increase in homeownership.17

         Sebastian Burnside, senior economist at NatWest, is confident that private renters will outnumber people with a mortgage by 2025.18 22

         2. Private rented homes are often poor quality

         Many of those who cannot afford to buy a home or do not wish to do so live in poor quality homes, with little security of tenure. The latest English Housing Survey found that 25 per cent of privately rented homes are ‘non-decent.’ Some 14 per cent of all privately rented homes are below the ‘minimum standard,’ meaning that a dwelling poses a Category 1 hazard under the Housing Health and Safety Rating System (HHSRS).19 That is, a hazard that can cause death, or that otherwise poses a serious and immediate risk to human health and safety.

         Rented homes are also smaller. Shelter found that renters typically live in dwellings with approximately 30 sq. m. less floor space than owner-occupiers, a space equivalent in size to a master bedroom and a kitchen.20 In addition, landlords are able to evict tenants at will (see Chapter 1), making renting very insecure. Shelter warns that ‘renting families move so often they’re nearly nomadic.’21

         3. Rents are too high

         Rents are very high compared with incomes. Analysis from the BBC revealed that ‘a private tenant in the UK typically spends more than 30 per cent of their income on rent.’ When you factor in income tax and national insurance contributions, this figure gets closer to 40 per cent of the average renter’s take-home pay. In London, 60 per cent of the average renter’s earnings seeps into investors’ property portfolios. Compare this with 1980, when, according to the BBC, UK private renters spent an average of 10 per cent of their income on rent. In London, it was 14 per cent.22

         23For the very poorest renters, housing benefit and universal credit often fail to cover the cost of privately renting.23 This lack of affordable housing for low-income families is fuelling a homelessness crisis across the country. In 2015-16, local authorities in England spent £1.1 billion in total on homelessness support services. Of this, £845 million went on temporary accommodation.24 In 2018-19, councils spent £1.1 billion on temporary accommodation alone.25 Not only is the cost of homelessness to the public sector increasing; a huge portion of the money is going on short-term fixes that do nothing to address the underlying problems.

         Over a lifetime, the average renter will pay a million pounds more in rent than they would have spent on a mortgage.26

         On the flipside, longer-term homeowners have done very well out of house price inflation, and may consider their gains to be just reward for their foresight and prudent purchasing decisions. But the system is not working well for society as a whole. It has made our economy inefficient, mis-allocating investment and draining economically-valuable disposable income. More personally, it has deprived millions of people of a home that they can call their own, or even just a home that doesn’t make them ill.

         Attempts to solve the housing crisis have ended in failure time and again. The market has failed. The state has failed. The banks have failed. Politics has failed. How did we get here? (and here’s a clue: it’s not because we don’t build enough homes).

         
            Notes

            1. The Daily Mail… before they turned 26: How to become a property developer in your twenties, Daily Mail, accessible at: https://www.dailymail.co.uk/news/article-6683857/Three-millennials-debunk-myth-home-ownership-building-property-portfolio-worth-750k.html

            2. Metro… first home aged 19: Property: Meet the 29-year-old who built a 288property empire before she hit 30, Metro, accessible at: https://www.metro.news/property-meet-the-29-year-old-who-built-a-property-empire-before-she-hit-30/1240168/

            3. In 2005… ‘hand-outs and a spare bed’: The article concedes ‘soaring house prices’ are partly to blame, but is nonetheless unsympathetic. The Boomerang Generation, The Independent, accessible at: https://www.independent.co.uk/news/uk/this-britain/the-boomerang-generation-kidults-move-back-home-489964.html

            4. After the 2008 crash… ‘keeping themselves entertained’: Generation who refuse to grow up, Daily Mail, accessible at: https://www.dailymail.co.uk/news/article-2176281/Generation-refuse-grow-No-mortgage-No-marriage-No-children-No-career-plan-Like-30-somethings-Marianne-Power-admits-shes-.html

            5. overall… 8 per cent of the economically active population: UK unemployment rate drops to 7.7%, BBC News, accessible at: https://www.bbc.co.uk/news/business-24045546

            6. while youth unemployment stood at 21.9 per cent: Youth unemployment across the OECD, The Guardian, accessible at: https://www.theguardian.com/news/datablog/2012/may/16/youth-unemployment-europe-oecd

            7. ‘My parents… sacrifices need to be made’: MoneySavingExpert.com Forums, accessible at: https://forums.moneysavingexpert.com/showthread.php?t=5832478&page=3

            8. This idea was summed up in 2017 by Tim Gurner… owning a home: Millionaire to millennials: Lay off the avocado toast if you want a house, CNN Money, accessible at: https://money.cnn.com/2017/05/15/news/millennials-home-buying-avocado-toast/index.html

            9. Elle Hunt, a journalist… ‘lose a bit of the moral argument’: Can you really save for a deposit by ditching coffee and avocado toast? I tried to find out, The Guardian, accessible at: https://www.theguardian.com/money/2018/jan/29/can-you-really-save-for-a-deposit-by-ditching-coffee-and-avocado-toast-i-tried-to-find-out

            10. Several months… owning a home wasn’t a priority: ‘A reader told me I was wasting my life’: what I learned after my money diary went viral, The Guardian, accessible at: https://www.theguardian.com/lifeandstyle/2018/dec/18/what-i-learned-after-my-money-diary-went-viral
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            3. A short history of British homes

         

         Fundamentally, all land in England and Wales belongs to the Crown.1 The land in England was seized by right of conquest by William the Conqueror in 1066 at the Battle of Hastings, and a couple of centuries later Edward I used similarly violent means to add Wales to the Crown’s holdings.

         Following these conquests, large estates were doled out to barons and other noblemen (the original landlords). Many of these titles – and the acres that come with them – remain intact today. In an obituary for Gerald Cavendish Grosvenor, the Duke of Westminster, The Financial Times fondly recalled that he had once been asked what advice he would give to budding ‘entrepreneurs’ keen to ‘emulate his success.’ He replied: ‘Make sure they had an ancestor who was a very close friend of William the Conqueror.’2

         Even though the feudal system was largely dismantled in 1660 by the Tenures Abolition Act, hereditary peers have continued to sit in the House of Lords. In 1909, the Chancellor of the Exchequer, David Lloyd George, sought to tax wealth locked in the land to fund social welfare programmes. It triggered a constitutional meltdown. The House of Lords, comprised predominantly of landowners, vetoed a Finance Bill for the first time in 200 years. 25

         Ancient feudal power was entrenched. At the start of the 20th century, 90 per cent of the population rented privately,3 and landlords were unregulated. But that changed during World War One. The strain the war placed on the private rental market caused rents to soar, as did evictions for those who couldn’t afford the hikes. In Glasgow, the backlash from tenants culminated in a rent strike in 1915 by more than 25,000 tenants. The government was forced to put in ‘temporary’ measures to defend tenants whose labour was so crucial to the war effort. Rents were controlled nationwide and tenant protections were enhanced.4

         In the ensuing decades, private landlordism fell out of favour. Rent control played its part in this, because it made tenanted homes much harder to sell. But that’s not the whole story. Many landlords were actually in favour of keeping the regulations from World War One, because rent-controlled properties were eligible for lower rates of mortgage interest. A far greater problem was the reputational damage landlords had inflicted on themselves. By making life harder for the munitions workers, and by attempting to evict the penniless wives of soldiers who were fighting in the trenches, private landlords were seen as unpatriotic leeches. They were frequently referred to in the press and public life as ‘bloodsuckers, profiteers and despots.’5 This tended to deter people from becoming landlords.

         Renters also became more active politically. In 1918, when (some) women won the right to vote for the first time, the requirement to own property was finally lifted for male voters. Suddenly, millions of citizens with no interest in preserving the privileges of the landed classes had a political voice. This voice grew louder in 1928, when voting rights were extended to all women over 21 on the 26same terms as men. At the same time, the socialist ideologies of the Russian Revolution were sweeping across Europe, threatening to seduce the propertyless, newly-enfranchised masses into organising their own socialist revolution in the UK.

         In the years between 1919 and the outbreak of World War Two in 1939, the proportion of British dwellings owner-occupied rose to 33 per cent,6 spurred on by widening access to mortgage finance and a housebuilding boom in the 1930s.7 World War Two intensified demands for more and better housing. German bombs had destroyed two million of the UK’s homes and people of all backgrounds, professions, social classes and political persuasions demanded new homes.

         The democratic power base of private renters, who still made up around half of voters, meant there could be no weakening of rent controls to encourage the private sector to provide more rented homes. Instead, the state would have to do it. Enter the council estate.

         The Post-war ‘Golden Age’

         While council housing had been around in various forms prior to 1945, no government housing initiative before or since has matched the scale and ambition of the post-war housebuilding effort. At a time when ex-servicemen from World War Two were squatting in empty houses in protest at the housing shortage, the government found it politically acceptable to requisition empty properties and exercise compulsory purchase orders. Between 1939 and 1953, 1.3 million council homes were built. By 1961, another one million homes had been added to the nation’s stock of social housing.8

         27This new age of housing would be exciting and democratic. Homes would be high quality and house a unified nation. The Labour politician Aneurin Bevan envisioned that publicly-funded housing would be a place where ‘the working man, the doctor and the clergyman will live in close proximity to each other.’ Alan Murie, a social housing expert, explained:

         
            ‘Most public sector housing was purpose-built family housing, equipped with modern amenities and built to high standards. It was better housing than available to most private tenants and many homeowners. It housed affluent employed households and, until the 1970s, was often beyond the reach of the poorest households.’9

         

         The future looked bright for municipal property. In Sheffield, Steve Mitchell, a mortgage adviser and landlord, told me:

         
            ‘In the 1950s people like my mum got the opportunity to move from slum houses to a brand new council house. Take Lowedges council estate in Sheffield, where I grew up. Our family moved there in 1957 when I was two. You had a cooker, a fridge, carpets, lino, all that. It was like [council tenants] had got their own castles. It was fantastic.’

         

         On the right there was also a sense that, while state-supplied housing was contrary to Conservative values, council housing could be a strategic compromise to fend off the spectre of soviet-style socialism that had haunted the ruling classes in the West since the 1920s. A nation of trapped and disgruntled tenants forced 28to live in squalor would become fertile ground for political extremism. So, even when Labour’s time in office came to an end in 1951, council house building continued under the Conservatives. In fact, it peaked under the subsequent Conservative government, led by Winston Churchill, at just under 200,000 publicly-owned new homes per year.10

         The mass building of council homes continued during the 1960s, throwing up many of the tower blocks that still dot city horizons. By 1971, homeowners owned half of British dwellings. Almost one in three homes were owned by local authorities. Only one in five remained in the private rented sector.

         During these post-war decades, power and wealth was indeed seeping from private landlords, through a combination of ironclad tenants’ rights and a wildly successful social rented sector. But this state of affairs wasn’t to last. By the end of the 1970s, the post-war consensus had begun to crumble. Now was the time for a new social order – where renting was seen to be inferior. Now was the time for an era of mass homeownership.
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            4. Selling off council homes

         

         The notion that more people should own their homes was an important strand of 20th century thought. In 1923, a Conservative thinker, Noel Skelton, penned a series of articles for The Spectator on what he called ‘Constructive Conservatism.’ He warned his fellow Conservatives that, ‘to make democracy stable,’ the government should promote ‘a property-owning democracy.’1 The implication was that if most voters owned homes, they would resist taxes on property wealth, even if such taxes were funding better hospitals, schools, and other social goods and services. The masses would oppose laws that might make land and property vulnerable to state requisition or compulsory purchase, even if people and businesses were hoarding empty homes and developable land. The status quo would be maintained. Wealthy landowners would be protected. Slowly, Skelton’s views gained ground. The right of council tenants to buy their own home was suggested several times before it was introduced.

         Labour’s 1959 manifesto proposed giving council tenants the ‘chance to buy’ their home, while in the 1960s the Conservatives argued that the ‘huge municipal domains’ that expanded ‘state monopoly landlordism’ ought to be broken up.2 Arguably, the central question was not whether some form of Right to Buy policy 30would eventually materialise, but rather who would design it and put it into practice.

         In the end, it was Margaret Thatcher, the free-marketeer who became prime minister in 1979, who finally gave full vent to Noel Skelton’s idea of a property-owning democracy. In 1981, her Conservative government introduced Right to Buy, giving council tenants permission to buy their rented homes at a discount.

         Council tenants who had been living in a property for at least three years could acquire it with 33 per cent off the market price. For every additional year the tenants had lived in the property, there was a further reduction of 1 per cent, up to a maximum of 50 per cent.3 The discounts could double up as a deposit for a mortgage, so a lack of savings was not a barrier. The idea was that, for tenants, the transition would be imperceptible. Often, the mortgage repayments would be similar or even lower than their rent. No new sacrifices were required.

         As such, if you could afford to do it, exercising your Right to Buy was a no-brainer. Many were delighted with their homes and looked after them well, repainting the front doors jollier colours, bringing splashes of pride to their once uniform neighbourhoods. However, while benefiting one generation of social housing tenants, the policy was designed to self-destruct. Rather than fund like-for-like replacement stock, councils were effectively forced to hand most of their Right to Buy capital receipts over to the Treasury.4

         To counteract this, in 1982 local authorities were given control of housing benefit, which is paid to low-income tenants who would otherwise struggle to meet higher private rents.5 Councils could set rates of housing benefit according to local market rents. 31The hope was that by subsidising the demand for housing (rather than its supply), renters unable to take advantage of Right to Buy would be able to choose where they lived – a council or a privately-rented home. Gone would be the days of the ‘you get what you’re given’ culture of local authority housing allocation. Market forces would foster competition, drive down costs, and deliver better-quality rented homes for all who wanted them, which would ideally be a tiny number, since most people were assumed to aspire to homeownership.

         Sadly, housing proved to be a marketplace like no other, and by the early 1990s, a crisis was emerging. In a Commons debate in 1991, the Labour MP Clive Soley warned that rents in the housing association sector had gone up by 25 per cent in a year, adding: ‘Is not it also true that council rents will go up dramatically in the next couple of weeks and that private sector rents are out of the reach of many people?’ The response from the Conservative housing minister, Sir George Young, was revealing: ‘If people cannot afford to pay that market rent, housing benefit will take the strain.’6 The implication was that the government saw the housing benefit bill as a blank cheque. Cost wasn’t the primary motivation for allowing public housing to gurgle down the plughole. Even if it cost more, the government preferred to give people money to rent privately, rather than municipal homes to rent cheaply.

         As Right to Buy expert Alan Murie has pointed out, much of the current stock of council housing has been cost neutral for the Exchequer (some of it even produces surpluses).7 Housing benefit, on the other hand, has shot up faster than any other welfare spending. In March 2019, for instance, it cost the government £22 billion a year – more than double its cost in the early 2000s, outstripping 32spending on police, overseas aid and many whole departments.8 The Centre for Social Justice think-tank forecasts that, by 2050, housing benefit will more than treble to £70 billion.9

         As well as this cost, the taxpayer has lost heavily on the sales of council homes themselves. Between the beginning of 2012 and the first quarter of 2019, the government raised £6.25 billion through Right to Buy receipts in England alone.10 The homes were sold at an average discount of 45 per cent, putting the cost of the subsidy at roughly £5.11 billion.11

         What’s more, the stock of social housing has plunged year after year, depriving future generations of an affordable rented home. Between 1980 and 2019, 2.6 million council and social homes were sold under Right to Buy,12 Now the majority of the best homes have been sold, never to be replaced.

         The private rented sector swooped in to pick up the bargains. A study in 2017 found that over 40 per cent of former Right to Buy properties are now let by private landlords.13 Councils have been in the absurd situation of paying billions in housing benefit to cover the ‘market rents’ demanded on homes they themselves used to own and rent out at a fraction of the cost. As we’ve already seen, in exchange for the increased rents, tenants in receipt of benefits now receive worse and less secure housing.

         Right to Buy was a portal into homeownership which is now almost closed. Ultimately, it produced some winners and many more losers. The homes that released so many council tenants from the supposed burden of lifelong renting were only affordable temporarily. As soon as right-to-buyers sold their ex-council homes on the open market, the subsidy vanished, along with the fruits of decades of public investment in low-cost housing. Such 33was the concern that Right to Buy was scrapped in Scotland and Wales in 2016 and 2019 respectively, but, at the time of writing, it remains a government priority in more populous England.

         While the stock of social housing was being squeezed over several decades by Right to Buy, those in private rented accommodation found it increasingly harder to exercise their own will to get on the property ladder. House prices have bounced up in waves for decade after decade, further and further away from tenant spending power. Surely the property market should behave just like any other, subject to the laws of supply and demand? Here we need to examine what happens to house prices when they come into contact with the magic ingredient of mortgage credit.
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