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1.6

INTRODUCTION

GL Hearn has been commissioned by Dacorum Borough Council, Hertsmere Borough Council,
Three Rivers District Council, and Watford Borough Council ( 6t h e C o pmpare h Stéategic
Housing Market Assessment (SHMA).

The purpose of the SHMA is to assess future development needs for housing (both market and
affordable) across the relevant housing market area (HMA) which this report defines as South West
Hertfordshire. The SHMA considers housing need over the 2013-2036 period to inform strategic
planning activities. It considers the need for different types of housing; and the housing needs of

different groups within the population, such as older people and students.

The SHMA does not set housing targets. It provides an assessment of the need for housing,
making no judgements regarding future policy decisions which the Councils may take. Housing
targets will be set through local plans. The SHMA provides an important input into setting targets for
housing provision, but plan-making will also take into account factors such as the supply of land for
new development, Green Belt, local infrastructure capacity and environmental constraints. These

factors may limit the amount of development which can be sustainably accommodated.

The SHMA responds to and is compliant with the requirements of the National Planning Policy
Framework (the NPPF).' It is informed by Planning Practice Guidance (PPG) published by
Government in March 2014 and maintained and updated as an online resource.” The SHMA
provides assessment of the future need for housing, with the intention that this will inform future
development of planning policies. According to the PPG, housing need:

irefers to the scale and mix of telyuosbe mgdedam d

the housing market area over the plan period i and should cater for the housing demand of

the area and identify the scale of housing
This report, in discussing housing need, is thus referring to both the need for market and affordable
housing, taking account of both local need and that associated with in-migration. This is as required

by national policy.

The SHMA considers housing need in the South West Hertfordshire Housing Market Area (HMA).

The HMA comprises the following local authority areas:

Dacorum;
Hertsmere;

St. Albans;

Three Rivers; and

= = = =

! CLG (March 2012) National Planning Policy Framework
CLG (March 2014) Planning Practice Guidance i Assessment of Housing and Economic Development Needs

GL Hearn
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1 Watford.

Detail of the methodology used to define the HMA is included in Appendix A of this report. A

synopsis of this work is included in Section 2 of this report.

It should be noted that St. Albans City & District Council is not one of the commissioning authorities
for this report. St. Albans City & District Council was invited to become a commissioning authority,

but declined.

Key demographic data is not available below a local authority level. Where data is available below
authority level this has been considered as necessary. Housing need across the HMA is thus

considered by aggregating data for the above local authority areas.

The SHMA forms part of the evidence base which Councils will use in developing their development
plans. The soundness test for local plans is that they meet objectively assessed development
needs for their areas and unmet need from adjoining authorities where it is sustainable to do so.
Unmet housing needs are (and should be) treated separately from the calculation of the Objectively

Assessed Need (OAN) for housing, not least to avoid double counting.

National Policy and Guidance

National policies for plan-making are set out within the National Planning Policy Framework.® This
sets out key policies against which development plans will be assessed at examination and to

which they must comply.

National Planning Policy Framework (NPPF)

The National Planning Policy Framework (NPPF) was published in March 2012. The Framework
sets a presumption in favour of sustainable development whereby local plans should meet
objectively assessed development needs, with sufficient flexibility to respond to rapid change,
unless the adverse impacts of doing so would significantly or demonstrably outweigh the benefits or

policies within the Framework indicate that development should be restricted.

The NPPF highlights the Strategic Housing Market Assessment (SHMA) as a key piece of evidence
in determining housing needs. Paragraph 159 in the Framework outlines that this should identify the
scale and mix of housing and the range of tenures which the local population is likely to need over
the plan period which:

1 Meets household and population projections, taking account of migration and demographic
change;

3 CLG (March 2012) National Planning Policy Framework

GL Hearn
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1 Addresses the need for all types of housing, including affordable housing and the needs of
different groups in the community; and

i Caters for housing demand and the scale of housing supply necessary to meet this demand.

Paragraph 181 sets out that Local Planning Authorities (LPAs) will be expected to demonstrate
evidence of having effectively cooperated to plan for issues with cross-boundary impacts when their

local plans are submitted forexamini ng. Thi s is underpinned by t

Paragraph 158 of the NPPF also emphasises the alignment of the housing and economic evidence
base and policy. Paragraph 17 outlines that planning should also take account of market signals,
such as land prices and housing affordability. Paragraph 173 also makes clear that plans must be
deliverable.

At the time of preparation of this report, Government is consulting on potential changes to the
National Planning Policy Framework. These include potential amendments to the definition of
6affordable housingd to reflect Government 6s

home ownership, including through delivery of Starter Homes.

Planning Practice Guidance

The Planning Practice Guidance (PPG)was i ssued by Gover nmA&ssessmenn
of Housing and Economic Development Needs6and is maintained as an online resource, which is
updated periodically. PPG is relevant to this report in that it provides clarity on how key elements of
the NPPF should be interpreted, including the approach to deriving the Objectively Assessed Need

(OAN) for housing. The approach in this report reflects and is consistent with this Guidance.

he

The Guidance defines fAneedo as usirgfarethe ianggof termresd t h e

that is likely to be needed in the housing market area over the plan period i and should cater for the

housing demand of the area and identify the scale

It sets out that the assessment of need should be realistic in taking account of the particular nature
of that area, and should be based on future scenarios that could be reasonably expected to occur. It
should not take account of supply-side factors or development constraints. Specifically, the
Guidance sets out that:
Aplan makers should not apply constraints
limitations imposed by the supply of land for new development, historical under performance,
infrastructure or environmental constraints. However, these considerations will need to be
addressed when bringing evidence bases together to identify specific policies within
devel opment plans. 0
This report does thus not deal with development constraints including environmental constraints
and infrastructure. These will be taken into account by each of the local authorities in considering

how development needs can and should be accommodated.
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1.20 The Guidance outlines that estimating future need is not an exact science and that there is no one
methodological approach or dataset which will provide a definitive assessment of need. However,
06the starting pointd for establishing the need f
published by the Department for Communities and Local Government (CLG). At the time of
preparation of this report the latest projections are the 2012-based Household Projections®. The
Guidance also outlines that the latest population estimates and projections should be considered.
The latest ONS population projections are the 2012 Sub-National Population Projections published
by ONS in May 2014. ONS also published 2013 Mid-Year Population Estimates in May 2014. The
analysis and projections in this report were prepared in advance of the release of 2014 Mid-Year

Population Estimates.

1.21 The Guidance sets out that there may be instances where the national projections require
adjustment to take account of factors affecting local demography or household formation rates, in
particular where there is evidence that household formation rates are or have been constrained by
supply. It suggests that proportional adjustments should be made where the market signals point to
supply being constrained relative to long-term trends or to other areas in order to improve

affordability.

1.22 The Guidance also indicates that job growth trends and/or economic forecasts should be
considered having regard to the growth in working-age population in the housing market area. It
sets out that where the supply of working age population that is economically active (labour force
supply) is less than the projected job growth, this could result in unsustainable commuting patterns
(depending on public transport accessibility and other sustainable options such as walking and
cycling) and could reduce the resilience of local businesses. In such circumstances, plan makers
will need to consider how the location of new housing and infrastructure development could help to

address these problems.

1.23 The PPG sets out how affordable housing need should be assessed, in essence retaining the
approach to doing so which had been used in previous Government Guidance (often termed the
6Basic Needs Assessment Model . 6) . -assessed need (oo r t
affordable housing following this approach. In considering how much housing to plan for, the PPG
suggests that the total affordable housing need should be considered in the context of its likely
delivery as a proportion of mixed market and affordable housing. In some instances, it suggests that

this may provide a case for increasing the level of overall housing provision.

1.24 The PPG goes on to outline that consideration should be given to the need for different sizes and

tenures of homes including the need for private rented housing; for family housing; from older

4 CLG (February 2015) 2012-based Interim Household Projections in England, 2012 to 2037
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people; students; and those with specific needs; as well as demand from people wishing to build

their own homes.

Local Planning Policy

In this section we summarise relevant planning policies regarding housing provision in the four

commissioning authorities. Table 1 summarises current adopted policies for housing provision.

Table 1: Adopted Policies for Housing Provision

Authority Housing Target Plan Period Dwellings per Annum

Dacorum 10,750 2006-31 430
Hertsmere 3,990 2012-27 266
Three Rivers 4,500 2001-2026 180
Watford 6,500 2006-2031 260
HMA - - 1,572

This Strategic Housing Market Assessment will inform future policy development, including the

review of current policies regarding housing provision and mix.

Dacorum Borough Council

Dacorum Borough Council adopted their Core Strategy in September 2013. It covers a plan period
from 2006 to 2031. The Core Strategy makes provision for at least 10,750 net additional dwellings
between 2006 and 2031. This is equivalent to 430 new dwellings per annum over the plan period.

Housing allocations, their planning requirements, and expected phasing will be set out in the Site
Allocations DPD (which has reached the pre-submission stage), the East Hemel Hempstead Area

Action Plan (if this document is produced) and the forthcoming Single Local Plan.

Policy CS18 deals with housing mix, and states that decisions on the appropriate type of mix of
homes within development proposals will be guided by strategic housing market assessments and
housing needs surveys, and informed by other housing market intelligence and site-specific

considerations.

Policy CS19 deals with affordable housing. Detailed guidance on affordable housing provision is set
out in an Affordable Housing SPD. 35% affordable housing is expected on sites of a minimum size
0.3ha or 10 dwellings (and larger) in Hemel Hempstead; and of 0.16ha or 5 dwellings (and larger)
elsewhere. A financial contribution is expected from smaller sites. As a guide to the mix of
affordable housing, the Council currently seeks 75% affordable rented housing, and 25% shared

ownership homes.
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Hertsmere Borough Council

Hertsmere Borough Council adopted their Core Strategy in January 2013 which covers a plan
period from 2012 to 2027. The Core Strategy makes provision for at least 3,990 net additional
dwellings between 2012 and 2027. This is equivalent to 266 new dwellings per annum over the plan

period.

Policy CS2 sets out the location of new homes with priority given to locating the majority of
residential development within the main settlements of Borehamwood, Potters Bar and Bushey.
Between 2012 - 2027, up to 60% of new housing will be sought in Borehamwood, at least 10% in

Potters Bar, up to 25% in Bushey and at least 5% in Radlett and other suitable locations.

Policy CS4 deals with affordable housing. Paragraph 3.27 sets out an affordable housing target of
1,140 from 2012 to 2027, equivalent to 76 affordable dwellings per annum. CS4 requires
developments of 5 self-contained, residential units or more (gross), or residential sites of more than
0.2 hectares, should make provision for an element of affordable housing. On sites of fewer than 15
units, this may be delivered through the provision of intermediate housing (including shared
ownership and share equity), with sites of 15 units or more containing a mix of social rented
housing, affordable rent and intermediate housing. As a guideline, on sites of 15 or more units
(gross) or 0.5 hectares, the Council expect that 75% of the affordable housing units will be delivered
as social rented and/or affordable rent housing and the remainder as intermediate housing. The
following percentage targets will be sought through negotiation:

1 40% in post code areas EN5 4, WD25 8, WD7 8, WD7 7;

i1 atleast 35% in all other locations.

Policy CS7 deals with housing mix and sets out that housing developments in excess of 10 units
(gross) contain some variation within their housing mix, with sites over 25 units or 1 hectare
reflecting identified variations within t leaing
the prevailing character of the area. On large sites allocated in the Site Allocations DPD and large
windfall sites, the need for a proportion of sheltered or extra care housing is considered as part of

the overall housing mix.

Three Rivers District Council

Three Rivers District Council adopted their Core Strategy in October 2011 which covers a plan
period from 2001 to 2026. The Core Strategy makes provision for 4,500 new dwellings between
2001 and 2026, equivalent to 180 dwellings per annum.

Housing provision will be made primarily from within the existing urban area 1 it is anticipated that

approximately 60% of housing requirements will be met in the Key Centres i and also from housing
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sites at the most sustainable locations on the edge of existing settlements in the Green Belt. This is
likely to be achieved in part through significant mixed use development at Leavesden Aerodrome
and through regeneration in South Oxhey. The Council has adopted a Site Allocations Development

Plan Document (DPD) which allocates sites within the District to meet development needs to 2026.

Policy CP3 deals with housing mix, and requires housing proposals to take into account the range
of housing needs, in terms of size and type of dwellings as identified by the Strategic Housing

Market Assessment and subsequent updates.

Policy CP4 sets out affordable housing requirements. The Council will seek an overall provision of
around 45% of all new housing as affordable housing, incorporating a mix of tenures. All new
development resulting in a net gain of one or more dwellings will be expected to contribute to the
provision of affordable housing. As a guide, the Council will seek 70% of the affordable housing
provided to be social rented and 30% to be intermediate. For schemes of fewer than 10 dwellings
the council will consider the use of commuted payments towards provision off site depending on

site circumstances and viability.

Watford Borough Council

Watford Borough Council adopted their Core Strategy i the Local Plan Part 1 1 in January 2013. It
covers a plan period from 2006 to 2031. The Core Strategy sets a minimum target of 6,500 net
additional dwellings between 2006 and 2031. This is equivalent to 260 new dwellings per annum

over the plan period.

Policy HS2 concerns housing mix and requires development to deliver a mix of housing types, sizes
and tenures at a local level to meet the requirements of all sectors of the community. Higher density
developments mainly including flats will be focused around the town centre and key strategic sites
such as the Watford Junction and the Health Campus Special Policy Areas, and to a limited extent
around the area at the proposed station at Ascot Road. Medium density developments such as flats
and houses may be appropriate close to neighbourhood centres where they are well served by

transport links. Low density family houses with gardens will be sought in more suburban areas.

Policy HS3 deals with affordable housing. A rate of 35% affordable housing will be sought on major
applications of 10 residential units and above or sites of more than 0.5 ha. The affordable housing
provision will be;

1 Social rent 20%

i1 Affordable rent 65%
i1 Intermediate affordable housing (shared ownership) 15%
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Overview of the Approach to Deriving OAN

1.42 The NPPF and Practice Guidance set out a clear approach to defining the Objectively Assessed
Need (OAN) for housing. We have sought to summarise this within the diagram below. This

summarises the approach we have used to considering OAN.

1.43 The latest official demographic project i ons are the O6éstarting pointd
scenarios relating to levels of migration and household formation rates. In doing so, it takes account
of the affordable housing needs evidence and market signals, which provide evidence regarding

supply-demand balance, and the impacts of affordability on household formation.
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Figure 1: Overview of OAN Approach
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Stakeholder Engagement

The Strategic Housing Market Assessment has been informed by a wide range of data sources

together with stakeholder consultation.

Meetings of a Project Advisory Group, involving surrounding local authorities, have been held at key

stages in the preparation of the SHMA.

The draft findings of this study, together with the Economy Study which has been prepared
alongside it, have been tested by means of a stakeholder consultation event held in Hemel
Hempstead on 14" September 2015. This was attended by representatives from adjoining local
planning authorities, Hertfordshire County Council, Hertfordshire Local Enterprise Partnership (LEP),
other key duty to co-operate bodies such as Natural England and Heritage England, local agents
operating within the area, local and national housebuilders, as well as local and national planning
consultants representing clients with land interests. Feedback from the stakeholder event has

informed the finalisation of this SHMA Report.

A separate Workshop Report on the stakeholder consultation event is available, which sets out the
key focus of discussions and the main messages from the feedback from consultees. The feedback
received at the workshop generally supported the key findings of the study. Most attendees agreed
that the definition of the HMA was justified and based on good evidence. There was also general
support for the methodology for calculating the objectively assessed need for housing. It should be
noted, however, that St Albans District Council disagrees that the district should be included in the
HMA and has questioned the objectively assessed need figures identified for the district. A number
of attendees also highlighted that environment and policy constraints, including Green Belt and
Areas of Outstanding Natural Beauty, will be relevant in translating conclusions on housing need

into policy targets for future housing provision.

A draft of this report has been sent to adjoining local authorities and the Greater London Authority

(GLA). Comments received from these parties have been taken into account in finalising the report.

Report Structure
The remainder of this report is structured as follows:

Section 2: Defining the Housing Market Area (HMA);

Section 3: Understanding the South West Hertfordshire Housing Market;
Section 4: Demographic Projections;

Section 5: Economic-Driven Projections;

Section 6: Housing Market Dynamics and Market Signals;

= =42 = A
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Section 7: Affordable Housing Need;

Section 8: Need for Different Sizes of Homes;
Section 9: Housing Needs of Particular Groups;
Section 10: Conclusions.

= =4 = =
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2.2
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DEFINING THE HOUSING MARKET AREA (HMA)

Planning Practice Guidance (PPG) on Housing and Economic Development Needs Assessments
was issued by Government in March 2014. This provides a definition of a Housing Market Area

(HMA); and provides Guidance on how this should be defined.

The PPG outlines what a housing market area is, setting out:

fA housing market area is a geographical area defined by household demand and
preferences for all types of housing, reflecting the key functional linkages between places
where people live and work. It might be the case that housing market areas overlap.

The extent of the housing market areas identified will vary, and many will in practice cut
across various local planning authority administrative boundaries. Local planning authorities
should work with all the other constituent authorities under the duty to cooperate5.6
The PPG sets out that housing market areas can broadly be defined using three different sources of
information: house prices and rates of change in house prices; migration and search patterns; and
contextual data, such as travel to areas and commuting patterns. In practice, as set out in the
Pl anning Advi sor y OBjectively Assessad N&d and IHausing fargets (PBA, July

2015), weight is often placed on migration and commuting flows and containment.

As part of the preparation of this SHMA, GL Hearn has prepared a separate study examining
Housing Market Area(s) in South West Hertfordshire. This study is included in Appendix A. It has
been prepared alongside work, led by Regeneris Consulting, to define the Functional Economic
Market Area (FEMA). The Study includes a review of existing work which has considered housing
market geographies, including studies commissioned by surrounding local authorities; and national

research to defined housing market areas across England.

The national research study, prepared by a team of academics®, highlights the influence of
Londonédés housing mar lsexendingvbeyoodhGreatér Loddori into thes Horae
Counties. The Study has reassessed this; with house price analysis showing the influence of
London on areas around it, including South West Hertfordshire. The analysis also shows strong
commuting and migration flows with the Capital. However whilst the Greater London Authority
recognises links to surrounding areas, it has defined London as its own Housing Market Area in the
London SHMA 2013; and this has been ratified through the examination of Further Alterations to the
London Plan. Whilst recognising links between South West Hertfordshire and London, it is therefore

necessary to define Housing Market Areas beyond the London boundary.

° Reference ID: 2a-011-20140306
® CURDS (2010) Geography of housing market areas in England

GL Hearn
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The national research study defines a local HMA as including the four commissioning authorities of
Dacorum, Hertsmere, Three Rivers and Watford; together with St Albans District and the majority of
settlements in Chiltern. The inclusion of St Albans in a common HMA to the commissioning
authorities is inconsistent with St Albans Ci ty & Distri ct Council o
supported by up-to-date independent work undertaken for Bedfordshire and surrounding authorities;
and its inclusion within a common Broad Rental Market Area, as defined by the Valuation Office
Agency (VOA). In the case of Chiltern, 2011 Census data suggests relatively weak migration and
commuting links with authorities in South West Hertfordshire; and recent evidence commissioned
by the Buckinghamshire local authorities defines this as within a Central Buckinghamshire Housing

Market Area. Research studies suggest links from Welwyn Hatfield in a number of directions.

GL Hearn has sought to independently review the evidence regarding housing market geographies.
The Study has considered house price differentials, and price growth; together with migration and

commuting patterns, and self-containment.

The house price analysis points to a market-based distinction between Hertfordshire and areas
such as Luton, Central Bedfordshire and Aylesbury Vale to the north, where housing costs are
lower. Within a housing market area there are typically local variations in average house prices,
reflecting differences in housing mix, quality of place and accessibility. These local variations allow

households to trade up and down within an area.

An analysis of migration patterns and self-containment has been undertaken. The migration
analysis suggests strong inter-relationships between the four commissioning authorities and St
Albans (and between St Albans and Welwyn Hatfield). None of the commissioning authorities, or
surrounding authorities with the possible exception of Luton, achieve sufficient self-containment of
migration flows to be regarded as an HMA in their own right; with self-containment within individual
commissioning authorities varying between 43-62% (excluding long-distance flows). However self-
containment of between 77-84% of migration flows (depending on how it is measured) is achieved

across the four commissioning authorities and St Albans, if the influence of London is set aside.

The majority of the population of the commissioning authorities and St Albans fall within a common
Travel to Work Area, as defined independently by ONS based on 2011 Census data. Whilst
recognising a strong commuting relationship with London, if this is set aside, the four

commissioning authorities together with St Albans achieve 76% containment of commuting flows.

In examining Welwyn Hatfield however, the local authority has other influences outside of St.
Albans and the commissioning authorities. These primarily relate to Stevenage and North

Hertfordshire. Welwyn Garden City falls within the same Travel to Work area as Stevenage.
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Based on a best-fit to local authority boundaries, the research defines a Housing Market Area as

comprising:

Dacorum;
Hertsmere;

St Albans;

Three Rivers; and
Watford.

= =4 = A

During consultation St Albans City and District Council has criticised the inclusion of St Albans
district within the HMA, referring mainly to evidence on house prices. We have reviewed the
evidence in the light of this Council's comments, both at an early stage and later in the Study. Our
conclusion is that there are very strong grounds for including St Albans within the HMA. Further
information on this issue can be found in Appendix A. St Albans City and District achieves
insufficient migration and commuting self-containment on its own to be regarded as a separate
HMA in its own right. It has been assessed as in a common Broad Rental Market Area with other
South West Hertfordshire authorities by the VOA; and two independent studies 1 the CURDS
national research on housing market geographies; and work to defined HMAs by ORS for Luton,
Bedfordshire and surrounding areas i alongside this, place it within a common HMA to the
commissioning authorities. The evidence herein shows significant commuting and migratory links

with other South West Hertfordshire authorities.

It should be recognised that there are external influences on the housing market outside of the
South West Hertfordshire area, most notably the strong links to London and the interaction with
Welwyn Hatfield. In addition there are also more localised links that have to be considered, these

are:

i Tring with Aylesbury Vale;
1 Rickmansworth with Chiltern; and
1 Markyate with Central Bedfordshire and Luton

These cross-boundary influences are two-way and occur at the edges of any housing market area.
While not sufficient to redraw the boundaries of the HMA these influences along with those with
Welwyn Hatfield and the London authorities should be recognised through duty to cooperate

discussions on housing provision.
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3.1

3.2

3.3

3.4

3.5

UNDERSTANDING THE SOUTH WEST HERTFORDSHIRE HOUSING MARKET

I'n this section we consider the c bpopulatioh andhossing ¢ s

stock. It is important to understand population dynamics as a key driver of future housing need. This
section also considers the current housing stock. Given that much of the housing stock in 2036
exists now, it is important to understand the current housing offer in assessing how it might be

developed over the next 20+ years.

Economic dynamics are considered within the South West Hertfordshire Economy Study, which has

been prepared alongside the SHMA.

South West Heopuldtonr dshireds P

Population Growth

The population of South West Hertfordshire totalled 575,800 persons in mid-2013’. Of the five
authorities, Dacorum and St. Albans have the highest populations and together comprise 51% of
the HMA total.

Table 2:  South West Hertfordshir e s Popul ati on

Area Population, 2013 % HMA Population

Dacorum 148,200 26%
Hertsmere 101,300 18%
St. Albans 143,100 25%
Three Rivers 89,500 16%
Watford 93,700 16%
SW Herts 575,800 100%

Source: ONS Mid-Year Population Estimates

Figure 2 indicates how the population has changed since 1981. This shows the population
remaining fairly steady throughout the 1980s and beginning to grow in the early 1990s. Growth was
steady throughout the 1990s to the mid-2000s, with growth rates increasing through 2005 to 2013.

Stronger recent population growth is consistent with trends seen in London.

Over the period 1981-2013 the average annual growth rate across South West Hertfordshire is

0.4%. In the most recent five years (2008-2013) the average annual growth rate has been 1.1%.

! ONS 2013 Mid-Year Population Estimates

GL Hearn
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Figure 2: Population Growth in South West Hertfordshire, 1981-2013
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3.6 Figure 3 shows the population growth over the past 10-year period. It is indexed relative to the
population of each area in 2003. The population of South West Herts has grown by 47,300 over this
period, equivalent to a growth of 9%. This is in line with the East of England region and slightly
above the England and Wales growth of 8%. London has seen a 14% increase in population over
this period.

Figure 3: Benchmarking Population Growth, 2003-13
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Source: ONS Mid-Year Population Estimates
GL Hearn
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3.7 Over the 2003-13 decade there has been particularly strong population growth in Watford where
there has been an increase in population of 13,100, an increase of 16%. St. Albans saw an
increase of 11,900, an increase of 9%. Dacorum grew by 9,800 residents (7% growth), Hertsmere
grew by 6,900 (7%), and Three Rivers by 5,600 (7%).

Figure 4. Population Growth by Local Authority, 2003-13
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3.8 ONS population projections (which are considered in Section 4) are based on past population
trends, principally over the 5-6 years prior to the base date of the projections. The latest projections
are 2012-based.

Population Structure

3.9 Population growth and housing need are influenced not just by the growth of the population, but by
the population structure.

3.10 Figue5over |l eaf shows South West Hertfordshiredbés po
East of England and London regions. This shows that a higher proportion of South West
Hertfordshirebds popul ati on i s made upgedo5fto T4esi de
Conversely there are a notably lower proportion of residents in their early twenties, with numbers
steadily increasing with each age band through the late twenties, thirties, and forties. This suggests
the population of the area is predominantly made up of people within these age cohorts moving into
the area to have children and raise families. There is a low university age population as a proportion

of younger people generally move out of the area to study.
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Figure 5: Population Structure, 2013
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The population of working-age influences the dynamic between housing and employment growth,

which is considered later in the report.

The ethnic composition of South West Hertfordshire as a whole (based on 2011 Census data) is
quite similar to the national average with 78% of the population identified as White British. 2%
identified as White Irish and 5% as White Other; 9% as Asian/Asian British; 3% as Black/Black
British; and 3% as Mixed/Multi Ethnicity.

The HMA is more ethnically diverse than the East of England region, where 85% of respondents to
the 2011 Census identified themselves as White British, but is much less diverse than London
where 45% did.

Within South West Hertfordshire, Watford Borough is more ethnically diverse than the other
authority areas. In Watford 62% of the population identify as White British. There are significant
numbers of Asian/Asian British (17%), White, other (non-British or Irish) (8%), and Black/Black
British (6%).
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Figure 6: Ethnicity, 2011
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Households

Figure 7 overleaf shows the proportion of different types of households in 2011. 29% of households
in South West Hertfordshire are single person households, roughly in line with the levels seen in the

East of England and nationally.

26% of households in South West Hertfordshire have dependent children, which is above the East
of England rate of 23% and national average of 22%. There are particularly high proportions in St.
Albans (28%) and Three Rivers (27%).

20% of households have all residents over the age of 65 1 which is in line with national levels and

slightly below the 22% seen across the East of England Region.

London by comparison has much higher proportions of single person households (32%), a smaller
proportion aged over 65 (14%), and a smaller number of households with dependent children (23%).

The evidence would suggest that some households move out of London to South West
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Hertfordshire to access family housing, in attractive areas with good schools which are good places
to bring up children.

Figure 7: Household Types, 2011
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Source: Census 2011

Between 2001-11 South West Hertfordshire has seen a growth in the number of households with an
additional 15,420 households living in the HMA by 2011, which is equivalent to 7% growth. By
comparison, the East of England and London regions both saw growth of 8% and England and

Wales saw a 7% growth over this period.

Within the HMA, the largest growth was in Watford which saw a growth of 4,330 households 7 a
growth of 12% on 2001 levels. Dacorum saw a similar number of new households with 4,030 i a
growth of 7% on 2001 levels. St. Albans saw a growth of 3,480 new households T 6% growth;
Hertsmere grew by 1,900 new households i 5% growth; and Three Rivers grew by 1,670 new
households i 5% growth.

7,700 (50%) of all new households in the HMA were one person households. There were also

increases in the number of single parent households and cohabiting couple households as well as
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6otherd household types which is i n | i netradtionah

household types seen nationally.

Figure 8: Change in Households by Type, 2001-2011
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Tenure

Table 3 overleaf provides a detailed breakdown of the housing stock by tenure type in each of the
South West Hertfordshire authorities and wider geographies. In South West Hertfordshire as a
whole 68% of households own their homes i 31% own outright and 37% by way of a mortgage or
loan. This proportion of home ownership is in line with the East of England average (68%), well
above the London average (48%), and above the national average (64%). Watford has a notably
lower proportion of households who own their property outright with 24%; St. Albans has the
highest proportion with 35%.

17% of households in South West Hertfordshire are in the social rented sector which is roughly in
line with regional and national rates. Dacorum has the highest proportion of households in the
social rented sector with 22%, influenced by the concentration of stock delivered in the new town of

Hemel Hempstead. Conversely St. Albans has 12%.

14% of households are in the private rented sector, which is below the national average. Watford
has the largest proportion of households in the private rented sector with 20%. Three Rivers has the

lowest, at 11%.
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Table 3: Tenure Profile, 2011

St. Three SW East of

Albans  Rivers Hiziene Herts  England

AllHouseholds| 59,938 | 39,778 56,140 35,108 36,681 | 227,645 2,423,03% 3,266,177 23,366,04

8‘6"tfi‘;ﬂ;to""”e‘ 17,458 12,489 19,409 11,988 8,954 70,298 797,019 689,898 7,206,95

Owned; Ownec
with a Mortgag 21,419 = 14,408 21,422 13,544 13,654 84,447 840,842 886,309 7,646,72
or Loan
Shared 373 471 261 194 426 1,725 17,760 42,108 178,236
Ownership

Social Rented 13,045 6,932 6,832 5318 5987 38,114 380,331 785,993 4,118,46
Private Rented 7,107 = 4,981 7,624 3,708 7,371 30,791 356,227 819,085 3,900,17¢

Ilzlr\ggg?ent 536 497 592 356 289 2,270 30,856 42,780 315,491

Dacorum London

Hertsmet St. Three East of

Albans  Rivers BT England

All Households 100% @ 100% = 100% = 100%  100% = 100%  100% = 100%  100%
8&?@‘:& Oowned  5g9, 31% 3% 34% 24% 31% 33% 21% 31%
Owned; Ownec
with a Mortgag ~ 36% 36% 38% 39% 37% 37% 35% 27% 33%
or Loan
gmgfship 1% 1% 0% 1% 1% 1% 1% 1% 1%
Social Rented ~ 22% 17% 12% 15% 16% 17% 16% 24% 18%
Private Rented  12% 13% 14% 11% 20% 14% 15% 25% 17%

LivinQRent Free 1% 1% 1% 1% 1% 1% 1% 1% 1%

Source: 2011 Census

Dacorum London and

Housing Stock and Supply Trends

Housing Mix

3.25 We turn next to consider the mix of housing in the HMA. 21.3% of household spaces9 in South West
Hertfordshire are detached houses, 29.4% are semi-detached houses; 24.8% are terraced houses;
and 22.8% are flats, maisonettes, or apartments.0 . 5% ar e categorised as 6ot
include for instance caravans and houseboats.

3.26 This housing mix is fairly similar to the proportional mix seen across England and Wales as a whole.
The HMA has fewer detached properties and more flats/ maisonettes/ apartments than the East of

England region, while the converse is true when compared to London.

3.27 Within the HMA, there is considerable variance between the local authority areas. St. Albans has

the highest proportion of detached properties (27%); while Three Rivers has the highest proportion

ONS set out that the Living Rent Free category could include households that are living in accommodation other than private rented
° A household space is the accommodation used or available for use by an individual household.

GL Hearn Page 28 of 194



South West Hertfordshire Strategic Housing Market Assessment
Final Report , January 2016

3.28

3.29

GL Hearn

of semi-detached properties (35%). Conversely Watford has comparatively few detached properties
(10%) but a much higher proportion of flats/ maisonettes/ apartments. Dacorum and Watford have

the highest proportions of terraced properties.

Figure 9: Housing Types, % of All Household Spaces, 2011
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Figure 10 shows the sizes of homes, in terms of the number of bedrooms. This shows that South
West Hertfordshire has a similar size profile to the East of England region, with a slightly higher
proportion of larger properties than the national average, and much higher proportion compared to

London.

This data mirrors the housing type data seen above. St. Albans and Three Rivers have a larger
proportion of properties with more bedrooms, while Watford has the highest proportion of properties

with smaller numbers of bedrooms.
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Figure 10: Dwelling Size by Number of Bedrooms, 2011
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Figure 11 overleaf cross references tenure type by dwelling size. There is a clear link between the
size of property and tenure with just 27% of one bedroom properties owner occupied compared to

91% of 4-bedroom, and 93% of 5 or more bedroom properties.

Overall two- and three-bedroom properties are the most common in the HMA. In the rented tenures
a higher proportion of homes are smaller. 32% of social rented properties have 1 bedroom with

similar percentages for 2 and 3 bedrooms and 4% with 4 or more bedrooms.

In the private rented sector 2-bed properties are the most common (41%), with one-bed properties

accounting for 27% and three-bed properties accounting for 23%.
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Figure 11: Tenure Type by Dwelling Size, South West Hertfordshire, 2011
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We can also consider the profile of homes in different Council Tax Bands. Overall, South West
Hertfordshire has a smaller proportion of Band A to C properties and a larger proportion of Band D-
H properties than the East of England, London, or England and Wales as a whole. Of the HMA
authorities, Hertsmere, St. Albans, and Three Rivers all have particularly low proportions of Band A-
C properties and greater proportions of Band E-H properties. Watford, and to a lesser extent

Dacorum, exhibit the opposite trend.

Page 31 of 194



South West Hertfordshire Strategic Housing Market Assessment
Final Report , January 2016

3.34

3.35

3.36

3.37

GL Hearn

Figure 12: Dwelling % by Council Tax Band, 2011
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Summary

The most recent Mid-Year Population Estimates (2013) record the population of South West
Hertfordshire at 575,800. The South West Hertfordshire HMA has experienced a steady growth in
population over recent decades and over the most recent decade the population has grown by 9%,

which is above national growth rates and in line with growth in the East of England region.

The HMA is positioned at the southern edge of the East of England region and the north of the
London region. The population breakdown of the HMA and surrounding areas suggests South West
Her t f or ds hi r iecudes @ largenlinder of eople in the late 30s and 40s age brackets
moving into the area to have children and raise families. Most of these are expected to be moving
from London. Conversely there are a lower proportion of residents in their late teens and twenties

as these cohorts move out of the area to study and to work.

Overall the ethnic profile of the HMA is generally similar to the England and Wales profile. However,
there are variances within the HMA with Watford borough being far more ethnically diverse than the
other HMA authorities. Similarly, the household structure seen across the HMA is similar to the
national mix. Household growth in the HMA has been strongest in the non-traditional household

types which is in line with the general trend seen nationally.

Levels of home ownership across South West Hertfordshire as a whole are similar to national rates.
However, again there is considerable variance between the HMA authorities with high proportions

of home ownership in St. Albans and Three Rivers, and much lower levels in Watford.
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This disparity is also seen in the dwelling type mix and dwelling size. St. Albans and Three Rivers
having higher proportions of detached and semi-detached properties which on average have more
bedrooms while Watford has a greater proportion of flats, maisonettes, and apartments which are
on average smaller in size. In this regard the dwelling stock in Watford reflects a housing mix
midway between the East of England and London trends. The rest of the HMA authorities reflect

more strongly the characteristics of the East of England region.
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4 DEMOGRAPHIC PROJECTIONS

Introduction

4.1 This section assesses demographic projections, considering how the population and households in

each of the five authorities in the HMA is expected to change based on past trends.

4.2 The Planning Practice Guidance sets out that trend-based demographic projections should provide
the fistarting pointo estimate of overall housing

use of the latest available information.

4.3 In deriving overall conclusions on housing need, the demographic projections are brought together
with evidence of economic growth potential, market signals and affordable housing need.
Subsequent sections of this report consider wider evidence in respect of these issues. Section 5
considers the link between population and employment growth. The following chapters (Section 6
and 7) consider market signals and affordable housing need, and whether an additional uplift in
housing numbers might be appropriate to improve affordability and household formation particularly

amongst younger households.

4.4 The core projections in this section look at housing needs in the period from 2013 to 2036. The
starting point reflects a base position for which reasonable data is available (the ONS mid-2013
population estimates) with the end date selected to align with the longest period likely to be used in

emerging local plans. Data is available for all years from 2013 to 2036.

Demographic Profile of South West Hertfordshire

4.5 The population of South West Hertfordshire in 2013 is estimated to be 575,800. This is an increase
of 51,000 people since 2001 i up from 524,800, a 9.7% increase over the 12-year period. This level
of population growth is below that seen across Hertfordshire (10.2%) and the East of England

region (10.3%) but above the average for England as a whole (8.9%).

4.6 Over the period from 2001, population growth was particularly strong in Watford (16.5% increase)
and to a lesser extent St. Albans (10.8%). Other areas saw more moderate population growth of

7.5% in Dacorum, 7.2% in Hertsmere and 8.0% in Three Rivers.

4.7 Whilst demographic data for the period since 2001 is likely to be of better quality than older data,
we can use ONS Mid-Year Population Estimates data to consider longer-term trends in population
growth since 1981. Figure 13 shows that population growth in South West Herts has historically
been quite weak and over the 1981 to 2013 period was lower than in all other comparison areas.

Since about 2004 population growth has however been comparatively stronger.
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Figure 13: Indexed population growth (1981-2013)
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4.8 Figure 14 shows the same information for individual local authority areas. All locations show pretty

moderate growth in the period to about 2004 with notable increases thereafter i Watford in

particular shows very strong growth from 2007 onwards.

Figure 14: Indexed Population Growth (1981-2013) i by District
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4.9 Figure 15 considers the drivers of population change in the sub-region. Population change is largely
driven by natural change (births minus deaths) and migration (the balance between in- and out-

migration from an area).
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Figure 15 shows that natural change is the key driver of population change in South West
Hertfordshire. The number of births has typically exceeded the number of deaths by around 2,000
per annum over the period from 2001. The level of natural change has generally been increasing
over time, although the more recent evidence suggests that this may now be levelling off or even

decreasing slightly.

Figure 15 and Table 4 show the relative influence of internal and international migration and natural
change. The data also shows that migration is a key component of change, and in particular internal
migration (i.e. moves from one part of the Country to another). Levels of migration can be seen to
have increased significantly over the recent past 1 from a position where there was net out-
migration or negligible net migration (in the years to about 2006/7) to a position where net migration
is a significantly positive aspect of population growth™. Appendix A provides more information on

internal migration patterns.

Net international migration has varied year-on-year. There was net international out-migration from
the HMA in 2003/4, 2005/6 and between 2010-12; with in-migration in other years. International in-
and out-migration were broadly balanced in the latest year for which data is available (2012/13).
Over the last 10 years, as Table 4 shows, a modest net international out-migration of 54 persons
per annum is evident; however a 12 year average would show a modest inflow of 52 persons per

annum.

Figure 15: Components of Population Change, mid-2001 to mid-2013 i South West Herts
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10 Further analysis of spatial patterns of migration isincludedint he éDef i ni ng t he ShHidyuhichnsgncldMedrakam t
Appendix to this report.
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413 Other changes (which relate mainly to armed forces and prison populations) are quite small.

414 The demographic data does however show a | ev el of 6Unattributabl e F
the inter-Censal period, 2001-11. Unattributable population change could relate to inaccuracies in
the 2001 and 2011 Census data, or suggest that population growth had either been over- or under-
estimated in the inter-Censal years. Because UPC links back to Census data a figure is only
provided for 2001 to 2011. We return later in this section to provide a sensitivity analysis exploring
the potential scale of impact which UPC could have on future projections for population growth.

Table 4: Components of Population Change (2001-13) i South West Herts

Natural Net Net Other Other Total
change internal international changes  (unattributable) change
migration migration
2001/2 1,482 -1,159 405 73 872 1,673
2002/3 1,620 -1,124 764 16 873 2,149
2003/4 1,833 -1,785 -844 -146 875 -67
2004/5 1,735 -594 815 -31 869 2,794
2005/6 2,178 572 -916 44 895 2,773
2006/7 2,584 1,172 -423 -6 869 4,196
2007/8 3,096 2,090 1,238 -70 861 7,215
2008/9 2,993 2,377 465 41 879 6,755
2009/10 3,062 1,930 613 -60 898 6,443
2010/11 3,530 2,509 -127 12 864 6,788
2011/12 3,256 2,518 -1,372 -32 0 4,370
2012/13 2,803 3,070 11 39 0 5,923
10 Year
Average 2,707 1,386 -54 -21 701 4,719
12 Year
Average 2,514 965 52 -10 730 4,251
Source: ONS
4.15 Information on the components of change data for each of the five individual South West

Hertfordshire authorities can be found in Appendix B.

4.16 The table below shows how the age structure of the population has changed over the 2001 to 2013
period. The data shows the most significant growth to have been in the 60-74 and 75+ age groups.
The analysis also indicates a small decline in the population aged 30-44 along with an increase in

the number of children (people aged under 15).
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Table 5: Change in Age Structure 2001 to 20131 South West Herts
Age group 2001 2013 Change % change
Under 15 102,100 112,200 10,100 9.9%
15-29 91,300 98,000 6,700 7.3%
30-44 127,200 125,600 -1,600 -1.3%
45-59 100,900 117,800 16,900 16.7%
60-74 64,800 76,900 12,100 18.7%
75 and over 38,400 45,100 6,700 17.4%
Total 524,800 575,800 51,000 9.7%

Source: Census (2001 and 2011)

2012-based Population & Household Projections

Planning Practice Guidance states that 6househol d projections
Communities and Local Government should provide the starting point estimate of overall housing
need. The household projections are produced by applying projected household representative
rates to the population projections published by the Office for National Statistics. Projected
household representative rates are based on trends observed in Census and Labour Force Survey

dat ad.

The most up-to-date projections are the 2012-based CLG Household Projections published in
February 2015. These projections were underpinned by ONS (2012-based) subnational population
projections (SNPP) 1 published in May 2014. Planning Practice Guidance specifically outlines that
AThe

to-date estimate of future house h o | d

-20871H»dusehold Projections were published on 27 February 2015, and are the most up-
gQuoandlykis tlierefore initially considers the validity of

the population projections and their consistency with past trends.

2012-based Sub-National Population Projections

The latest set of subnational population projections (SNPP) were published by ONS on the 29" May
2014. They replace the 2010- and 2011-based projections. Subnational population projections
provide estimates of the future population of local authorities, assuming a continuation of recent
local trends in fertility, mortality and migration which are constrained to the assumptions made for

the 2012-based national population projections.

The new SNPP are based on projecting forward migration trends, births and deaths over the 2007-
12 period (2006-12 for international migration trends). The 2012-based SNPP show considerable
improvements on the 2011-based projection. The SNPP are only population projections and do not

contain headship rates (which are needed to convert into household estimates).
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The SNPP are not forecasts and do not attempt to predict the impact that future government or
local policies, changing economic circumstances or other factors might have on demographic
behaviour. The primary purpose of the subnational projections is to provide an estimate of the
future size and age structure of the population of local authorities in England. These are used as a
common framework for informing local-level policy and planning in a number of different fields as
they are produced in a consistent way. The PPG places weight on their use in this respect. Through
this SHMA Report, we have however sought to consider whether these represent a reasonable

trend-based projection based on past demographic trends.

Table 6 shows projected population growth from 2013 to 2036 in each District and other areas. The
data shows that the population of the HMA is expected to grow by around 131,800 people; this is a
22.9% increase i slightly higher than expected across Hertfordshire and notably above figures for

the East of England region and England as a whole. This is consistent with recent population trends.

Table 6: Projected Population Growth (2013-2036)

Population 2013  Population 2036 Change in % change

population
Dacorum 148,196 179,568 31,372 21.2%
Hertsmere 101,271 125,417 24,146 23.8%
St. Albans 143,094 173,401 30,307 21.2%
Three Rivers 89,495 110,828 21,333 23.8%
Watford 93,736 118,371 24,635 26.3%
HMA 575,792 707,585 131,793 22.9%
Hertfordshire 1,139,300 1,391,600 252,300 22.1%
East of England 5,951,700 7,053,100 1,101,400 18.5%
England 53,843,600 61,886,100 8,042,500 14.9%
Source: ONS

Figure 16 shows past and projected population growth in the period 2001 to 2031. The data also
plots a linear trend line for the last five years for which data is available (2008-13) and also a
longer-term period from 2001 to 2013 1 this being the longest period for which reasonable data
about the components of population change (e.g. migration) is available. The data shows that the
population is expected to grow at a rate which is in-line with recent past trends, but somewhat
above the longer-term position looking back to 2001.

1 pre-2001 demographic data is likely to be less accurate

GL Hearn

Page 40 of 194



South West Hertfordshire Strategic Housing Market Assessment
Final Report , January 2016

Figure 16: Past and Projected Population growth i South West Herts
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Source: ONS

Figure 17 shows the same data for individual local authorities. The graphs consider, for each
authority within the HMA, how the projected future rate of population growth compares with past
rates of growth over the previous 5 and 12 years. In Dacorum the data suggests that future growth
is expected to be broadly in-line with short-term (5-year) trends (based on annualised growth in
population), but somewhat stronger than the trend seen back to 2001. In both Hertsmere and Three
Rivers the future projection is somewhat above past trends (regardless of the period studied). In St.
Albans the projection is broadly in-line with past trends over both a short- and longer-term. Finally,
the population growth in Watford is expected to be in-line with long-term trends but some way below

the typical trends recorded over the past five years.
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Figure 17: Past and Projected Population Growth i by District
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Overall, at the HMA level, we would conclude that the SNPP is a reasonable projection to take
forward into household growth modelling. A headline assessment of the projections shows that the
rate of population growth anticipated in Watford is below recent trends; whilst in Hertsmere and
Three Rivers the rate of growth is above short- and longer-term trends. However, it does need to be
borne in mind that the ONS projections are not a simple roll forward of past population growth. The
projections take account of the current population age structure; and how this will change over time.

The age structure changes then feed into estimates of how migration patterns might change.

Figure 18 brings together data about migration (both past trends and the future projection) along
with information about natural change. This shows that after growing slightly at the start of the
projection period, natural change is expected to decrease over time. Expected levels of migration
also show a similar pattern i increasing over the first few years and then decreasing over time.

When compared with the past trends in migration, the figures look to be reasonable.

When looking at migration it is notable for the whole of the projection period (2013-36) that the
average level of migration is expected to be around 2,486 people (net) per annum. This figure is
higher than the level seen in past trends, regardless of the period studied (1,017 per annum on
average from 2001 to 2013; and 2,399 per annum for the past five years) but is similar to recent

trends.

Figure 18: Components of Population Change, mid-2001 to mid-2036 - South West Herts
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The changes in the rate of population growth over time, compared to the past, reflect how the age
structure of the population is expected to change; and impacts which this has on births, deaths and

migration. Watford has a relatively younger population, which is expected to influence levels of out-
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migration. Three Rivers and Hertsmere show an older age structure, which is expected to result in

lower out-migration moving forwards (as older persons are less likely to move).

In addition, it is worth remembering that all areas are expected to see a similar level of population

growth (in proportionate terms) over the period to 2036.

Population projections are sensitive in particular to migration. In line with the PPG, we provide a
sensitivity analysis later in this section which considers alternative time periods over which
migration trends might be projected; and the potential implications of Unattributable Population

Change.

With growth in the population will also come age structure changes. Table 5 below summarise the
findings for key (15-year) age groups under the 2012-based SNPP. The data shows that largest
growth will be in people aged 60 and over. It is estimated that there will be 191,100 people aged 60
and over in 2036 1 this is an increase of 69,100 from 2013, representing growth of 57%. The
population aged 75 and over is projected to increase by an even greater proportion, 82%. Looking
at the other end of the age spectrum the data shows that there are projected to be around 18%

more people aged under 15 with small increases shown for other age groups.

Table 7: Population change 2013 to 2036 by fifteen-year age bands (2012-based SNPP)
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Age group Population 2013 | Population 2036 Change in % change from
population 2013
Under 15 112,241 132,544 20,303 18.1%
15-29 98,110 112,339 14,229 14.5%
30-44 125,616 135,016 9,400 7.5%
45-59 117,771 136,568 18,797 16.0%
60-74 76,900 109,016 32,116 41.8%
75+ 45,154 82,103 36,949 81.8%
Total 575,792 707,585 131,793 22.9%

Household Growth

Household projections are developed by applying age-specific household formation (headship)
rates to the projection of the household population. Headship rates can be described in their most
simple terms as the number of people who are counted as heads of households (or in this case the

more widely used Household Reference Person (HRP)).

With the publication of new 2012-based CLG Household Projections a new set of headship rates is
now available. These rates are considered to be more positive than the previous set (2011-based)

and typically suggest higher rates of household growth for a given population. At a national level (in
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the 2012-21 period considered by CLG) the new projections show 10% higher growth in households,
for South West Hertfordshire the figure is slightly lower (at 6%).

Table 8 shows expected household growth in the 2012-based projections from 2013 to 2036 for
South West Herts and a range of other areas. The figures for the South West Herts authorities do
not exactly match the CLG projections as we have included population data for 2013. All other
areas show the data as published. The data suggests an increase in households of about 68,200
over the 23-year period i this is a 29% increase; very slightly higher than expected across

Hertfordshire and notably above the regional and national average.

Table 8: Projected household growth (2013-2036)

4.35
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Dacorum 61,458 77,653 16,196 26.4%
Hertsmere 40,404 53,629 13,224 32.7%
St. Albans 57,158 72,242 15,084 26.4%
Three Rivers 35,999 47,132 11,132 30.9%
Watford 38,004 50,534 12,530 33.0%
HMA 233,023 301,190 68,167 29.3%
Hertfordshire 465,123 596,943 131,820 28.3%
East of England 2,476,840 3,085,856 609,016 24.6%
England 22,499,536 27,363,402 4,863,866 21.6%
Source: ONS

Figure 19 below shows household growth back to 1991 and projected forward to 2036. The analysis
shows that South West Herts saw more moderate growth in the period to about 2007. Since then
growth has been stronger and in the future growth is expected to be stronger than in all other areas
studied. This is influenced by the population growth projected. By 2036, long-term household
growth is expected to have been in-line with the County and regional average but some way above
the figures for England. In all areas there is some evidence of a slight acceleration in growth rates
from about 2012 onwards i this is consistent with the view that the new projections are taking a

more positive view about household formation rates relative to trends seen over the 2001-11 period.
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Figure 19: Indexed Household Growth (1991-2036)
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Figure 20 shows the same information for individual local authority areas. The data shows fairly
moderate growth in all locations up until about 2007. From this date Watford shows a notable
increase in households, with the other areas broadly continuing on their long-term trends. From
about 2012 all areas (with the exception of Watford) show an upturn in expected household growth
1 this as noted above is likely to be due to the more positive position with regards to household
formation being assumed in the 2012-based CLG Household Projections (relative to recent trends).
The projections for household formation apply different weights to short and long-term trends for
different age groups.*? In Watford, there is also strong household growth post 2012, however this is

moderate in comparison with estimates of the growth from about 2007 to 2011/12.

12 More detail is set out in the Methodology Guide which accompanies the CLG 2012-based Household Projections

GL Hearn
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Figure 20: Indexed Household Growth (1991-2036) i by District
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To provide a headline assessment of the impact of the 2012-based household projections we can
make a comparison of average household sizes. Figure 21 shows this based on each of 2012-,
2011- and 2008-based CLG household projection data. The data does show the 2012-based
figures being slightly more positive than the 2011-based version. This can be seen by the newer
projections expecting a greater decrease in average household sizes over time.

The data also shows a slight increase in household sizes from 2001 to 2011 i this is a period where
it is considered that there was some suppression of household formation linked to undersupply/
affordability issues within the HMA. Moving forwards, average household size is expected to fall at
a rate which is slightly faster than the past trends might suggest i if for example we look at the
1991-2011 period which includes both a period of relative buoyancy in the housing market and a

period of constraint.

Data from the 2008-based projections has also been included. This shows that average household
sizes are above what might have been expected from this earlier release of data. However, looking
at the period from 2012 the data suggests that the future trajectory in the 2012-based version is not
much different. Hence at face value it does look as if the new projections are returning rates of
change to those experienced in the longer-term (as shown by the gradients of the lines in Figure
21). Some caution should be exercised in the comparisons below as each are based on different
population estimates 1 the size and structure of the population can have an impact on average
household sizes, even if the same age specific rates were assumed. Despite this caveat, the

analysis does broadly show a comparison between the sources.
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Figure 21: Past and projected trends in Average Household Size i South West Herts
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4.40 It is also useful to understand how the different CLG projections impact on assumptions for different
age groups. Projections for household growth in this report are not based on applying average
household sizes T they take account of age-specific household formation rates and how these are
expected to change over time.

441 Figure 22 shows the headship rates used in each of the projections. Overall the 2012-based
projections look fairly sound with levels and rates of change being not dissimilar to those in the
earlier (pre-recession) 2008-based projections. Information on headship rate changes by age group
in each of the Districts can be found in Appendix C.

4.42 The one age group of potential concern is people aged 25-34 where the latest projections show
quite a movement away from the figures in the 2008-based projections. Particularly in the 2001-11
period the 2012-based projections do appear to be indicating some degree of supressed household
formation. Thi s i snoét a madergteeimprogetnentt expeatea rindhouseholdi t h
formation rates post-2012.Thi s means that it isndét appropriate
to the projections to deal with suppression issues. However, it still leaves the rate some way below

figures in the older projections.

4.43 We return in Section 6 to consider what impact an improvement in affordability might have on

demographic trends, if planned for.
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Projected Household Formation Rates by Age of Head of Household i South West

Herts

Figure 22:
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4.44 Table 9 brings together outputs in terms of household growth and housing need using the 2012-
based headship rates and our core projection linked to the 2012-based SNPP. To convert
households into dwellings the data includes an uplift to take account of vacant and second homes.
Analysis of 2011 Census data about unoccupied household spaces provides the following vacancy
rate figures which have been used in the analysis herein:

1 Dacorumi 3.4%

1 Hertsmerei 3.2%

1 St Albansi 3.3%

I Three Riversi 3.0%
1 Watfordi 2.4%

4.45 Typically a level of vacant space is a functioning property market is necessary to allow homes to be
repaired or extended; and to support transactions.

4.46 The analysis shows an overall housing need for 3,056 dwellings per annum across the HMA. This
figure would be considered as the fstarting pointd for assessing housing need following the
approach in the PPG. It takes account of the most recent population and household projections.
Table 9:  Projected Household Growth 2013-36 i 2012-based SNPP (adjusted) and 2012-

based Headship Rates
Dacorum St. Three Watford HMA
Albans Rivers
Households 2013 61,458 40,404 57,158 35,999 38,004 233,023
Households 2036 77,653 53,629 72,242 47,132 50,534 301,190
Change in households 16,196 13,224 15,084 11,132 12,530 68,167
Per annum 704 575 656 484 545 2,964
Dwellings (per annum) 728 593 678 499 558 3,056
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Sensitivity Analysis

4.47 Trend-based demographic projections are particularly sensitive to assumptions made regarding
migration. Although we consider the 2012-based SNPP to be a reasonable demographic projection
when taking account of past trends in population growth (from a technical perspective), we have
also developed two alternative projections to provide a sensitivity analysis. These can be
summarised as:

i 10-year migration trends i this projection looks at the level of population and household/housing
growth we might expect if migration levels in the future are the same as seen over the past
decade. Migration is projected forwards on a linear basis.

1 UPC adjustment i as noted earlier there is a notable level of Unattributable Population Change
in the ONS data for 2001-11 in the South West Herts area. In this instance UPC is positive, this
suggests that the components of change feeding into the SNPP may slightly underestimate
migration and population growth. The SNPP is based on projecting forward internal migration
trends from 2007-12 and international migration from 2006-12. This scenario attributes UPC to
migration for modelling purposes, and adjusts migration in the 2012-based SNPP to take
account of UPC over the 2006-11 period.

4.48 The two tables overleaf show the outputs of the two alternative demographic projections developed.

In the case of 10-year migration trends the analysis suggests a lower level of need than when using

the 2012-based SNPP (from 2,516 dwellings rather than 3,056). With an adjustment for UPC the

need goes in the opposite direction i seeing an increase to 3,486 dwellings per annum.

4.49 For individual authorities the data shows a lower level of need in all areas when using the 10-year
migration trends. With the UPC adjustment the projections are higher in all areas with the exception
of Three Rivers.

Table 10:  Projected Household Growth 2013-36 i 10-year Migration Trends and 2012-based
Headship Rates

Dacorum Herts- St. Three Watford Sub-
mere Albans Rivers region
Households 2013 61,458 40,404 57,158 35,999 38,004 233,023
Households 2036 74,001 50,843 69,976 44,988 49,348 289,156
Change in households 12,544 10,439 12,817 8,988 11,344 56,132
Per annum 545 454 557 391 493 2,441
Dwellings (per annum) 564 468 576 403 505 2,516
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Table 11:

and 2012-based Headship Rates

Projected Household Growth 2013-36 7 2012-based SNPP with UPC Adjustment

Dacorum Herts- Three Watford HMA
mere Albans Rivers
| Households 2013 | 61,458 | 40,404 | 57,158 | 35999 | 38,004 233,023
Households 2036 79,420 53,699 74,650 45,510 57,557 310,836
Change in households 17,963 13,295 17,491 9,510 19,553 77,812
Per annum 781 578 760 413 850 3,383
Dwellings (per annum) 807 596 786 426 871 3,486

A consideration of longer-term trends is suggested as an alternative scenario in the Planning
Ser vi c e ©bjectitelyrAssessed Need and Housing Targets. It has also
been suggested as a sensitivity analysis by the Greater London Authority as part of consultation on

Advisory

this Report, recognising that out-migration from London to some other areas within the Greater

South East fell during the last recession.

Linear projections of average migration trends over 10 years are not as technically robust as the
SNPP, as they do not take account of changes to the age structure over time and the impact this
might have on migration levels. The SNPP are fdynamicoprojections which take account of how the
population in different areas is expected to change over time, and how this might impact on
migration flows (given the propensity of households in different age groups to move). There is a
Hertfordshi

growing (and has been growing more strongly in recent years). The SNPP captures this; and the

clear relationship between South Wes t re and
impact which this can be expected to have on population growth and housing need in South West
Hertfordshire. It is thus a more advanced and robust projection than those based on 10-year

migration trends.

ONS seek to rationalise demographic data on the release of Census results, drawing together their
information on births and deaths, and estimates of migration in the inter-Censal period (the latest

being 2001-11) with information from the 2001 and 2011 Census results. In some cases the change

in population between 2001 and 2011 differs from that shown by the Mid-Year Population Estimates.

ONS relate some ofthe di f ferences to an o6Unattributabl e

Figures for
demographic data for the 2001-11 period could relate to either inaccuracy in the recording of
population in the 2001 or 2011 Census, or to the estimates of population change in the inter-
but abl

associated (or what proportion to which). The sensitivity analysis (as shown in Table 11) considers

Censusperi od. It i s Aunattr.i ed0 as it i s

the implications if UPC was entirely related to migration, and how the errors with previous estimates

impacted on future projections for migration. In this scenario, the housing need shown is higher i
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for 3,486 dwellings across the HMA. This could mean that migration to the HMA at some point

between 2001-11 was under-estimated.

However, UPC could be related (at least in part) to the inaccuracy of 2001 Census data recording,
with improvements in recording the 2011 Census data leading to UPC. Equally, if UPC is related to
migration flows, the evidence would suggest that it is more likely to be related to the 2001-6 period,
than the latter years of the inter-censual decade (2006-11) which feed into the SNPP. This reflects
the impacts of ONS& Migration Statistics Improvement Programme which should have resulted in
better estimation of migration. More recent migration data has benefitted from the improvements
made by ONS to its process for estimating migration trends, including use of data from the Higher

Education Statistics Agency to record student moves.

Under either scenario, the UPC most likely highlights inaccuracies over the earlier part of the inter-
census period rather than the latter. On this basis, it is considered that the UPC scenario should be
treated as providing a sensitivity analysis to the projections, rather than an equally robust
alternative projection.

Given that UPC (if it is related to migration) is likely to be concentrated in the earlier part of the
2001-11 decade there would potentially be merit in considering both UPC and longer-term trends
together. Such a scenario has not been modelled in this report although on the basis of the outputs
from each of a 10-year trend and a UPC adjusted projection it would be reasonable to expect such
a scenario to broadly show the same level of need as the SNPP (across the HMA). This is because
the average of the two scenarios above is not dissimilar to the outputs when modelled against the
SNPP (albeit it should be noted that the UPC adjustment has been applied to the SNPP, which is
based on short-term trends).

Drawing Conclusions on Demographic-led Projections

It is necessary at this stage to consider what demographic scenario is most robust to take forward
in drawing conclusions in the SHMA. We have developed three main scenarios: a) based on the
SNPP, b) using 10-year migration trends and c) with an adjustment (to the SNPP) for UPC.

As a general principle we would consider that the SNPP should be the preferred projection unless
there is clear evidence that it is substantially wrong or unrealistic (when set against past trends).
Planning Practice Guidance emphasises use of the latest official population/ household projections,
stating [2a-0 1 5] household ptojections published by [CLG] should provide the starting point

estimate of overall housing needd ; the CLG projections are di

rect

emphasis is put on the CLG projections in 2a-0 17 wher e it thes householce d t

project i onigiclly eobust argl ara based on nationally consistent assumptions.6The PPG
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emphasises the use of the latest official demographic projections, unless there is in effect clear

evidence that these are not robust.

In South West Hertfordshire it is clear that the trend period from which the SNPP has been
developed is one in which migration and population growth was typically stronger than had been
seen in the longer-term (e.g. over the previous 10-years). However this needs to be set against
evidence that international migration assumptions in the SNPP were constrained to a level
(nationally) which has been below recent trends (and the latest 2014-based National Population

Projections.

Furthermore some of the past trend ONS data may have underestimated levels of migration and
population growth in the HMA (seen through the positive UPC). On this basis it would be difficult to
conclude that use of an alternative projection is more robust than the SNPP. Issues with UPC are
more likely to have affected earlier years within the 2001-11 period, but the potential under-

recording becomes relevant in considering projections based on longer-term migration trends.

We would note that the SNPP (in methodological terms) is a sound projection, which takes account
of how population dynamics impact on migration and population growth in the future. It is not
possible to robustly study these impacts if looking at a different reference period (e.g. the 10-year

trends) and so from a technical perspective the alternatives developed are less robust.

Additionally, although the projections in this report were developed ahead of the mid-2014
population estimates (MYE) being published, it is notable that this more recent evidence (albeit only
for one year) shows a continuation of higher than long-term migration levels. Across the whole HMA,
the 2014 MYE shows net migration of 3,500 people in the 2013-14 period. This is substantially
higher than the 10-year trend (of just 1,300 on average) and the level projected by the SNPP for the
same period (2,500). Hence more recent data supports the higher levels of migration T relative to

longer-term trends - as being reasonable.

It is worth noting that inclusion of the 2013-14 MYE data within a 10-year trend would increase the
projected level of net migration quite substantially (partly due to the relatively high level of net
migration in 2013-14 but also due to the net out-migration in 2003-4 which would drop out of the
analysis). Hence the 10-year trend projection presented in this report can on the basis of new data

be considered as being likely to be too low.

It is important that a consistent approach is taken to drawing conclusions on population trends at an

HMA level i a O6mi x and match approacho6 to adoptocahg

authorities is inappropriate. Overall, it is recognised due to the short reference period being used in

the SNPP that questions about its validity are reasonable to be raised. However, there is nothing in
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the analysis carried out to suggest that such a projection is unsound. There are a range of
sensitivities which can be carried out and these show that estimates of the level of population
growth could reasonably be higher or lower than the SNPP; the analysis does not all go in one
direction. On the balance of evidence available it is considered that the SNPP is sound and can be
used to provide a view about how the population of the area will develop and hence to enable

calculation about the level of housing needed to meet this growth.

Summary

The 2012-based subnational population projections (SNPP) look to be a sound demographic
projection. Population growth sits in-line with short-term trends and some way above long-term

growth. Future levels of migration are slightly above past trends (based on short-term trends).

Alternative projections using 10-year migration levels and a unattributable population change (UPC)
adjustment show population growth (and hence housing need) which is either above (UPC
adjustment) or below (10-year trends) the SNPP 71 reinforcing the SNPP as being broadly
reasonable. The most recent data from Mid-Year Population Estimates, set against longer-term

trends, reinforces that the 2012-based SNPP is a broadly sound projection of population growth.

The 2012-based CLG Household Projections also look to be reasonably sound when considering
age specific household formation rates. Household formation amongst younger age groups has

fallen, but the projections do not build in any suppression of household formation into the future.

The 2012-based population and household projections suggest a need for about 3,056 dwellings

per annum to be provided. This takes account of 2013 midyear population data. This provides,

following the PPG approach, the fAstarting pointo
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5 ECONOMIC-DRIVEN PROJECTIONS

51 As well as looking at demographic trends in considering housing needs, the Planning Practice
Guidance advised that consideration should be given to employment trends or forecasts. The PPG
sets out that:

fPlan makers should make an assessment of the likely growth in job numbers based on past
trends and/or economic forecasts as appropriate and also having regard to the growth of the
working age population.

Where the supply of working age population that is economically active (labour force supply)
is less than the projected job growth, this could result in unsustainable commuting patterns
(depending on public transport accessibility and other sustainable options such as walking
and cycling) and reduce the resilience of local businesses. In such circumstances, plan
makers will need to consider how the location of new housing or infrastructure development
could help to address these problems.o
5.2 Paragraph 158 within the NPPF also emphasises the alignment of strategies for housing and
employment within local plans. Balancing growth in jobs and homes across the relevant functional

area also represents good spatial planning.

5.3 The South West Hertfordshire Economy Study has been prepared alongside the SHMA, by
Regeneris Consulting and GL Hearn, and considers potential future economic performance. In this
section we do not seek to repeat the detailed analysis undertaken to consider economic growth
potential, but summarise the findings of the Economy Study and consider the implications of this on

housing need.

Findings from the South West Herts Economy Study

54 The South West Hertfordshire Economy Study has considered economic dynamics and growth
potential within South West Hertfordshire. It identifies that the South West Hertfordshire economy
benefits from a strong location and economic attributes, which include:

i1 A strong labour force and skill levels, with high economic participation, low unemployment and
35% of residents qualified to degree level (compared to 27% nationally);

1 An economic base which shows strong representation of private-sector businesses, and one
which has been growing with above average levels of business start-ups per capita (7.9
compared to 5.7 nationally) over the last 10 years;

i Concentrations of employment in business and professional services, wholesale and retail trade,
information and communications, construction and real estate;

1 A strength in professional, scientific and technical activities T reflecting the presence of assets
such as the Building Research Establi s hment ( BRE) and Rot hamsted al
T as well as in the film and television studios at Elstree and Leavesden.
55 The Economy Study has considered the dynamics of the sub-regional economy and its growth
potential. This has included interrogation of econometric forecasts from Cambridge Econometrics
(CE) and forecasts from Oxford Economics East of England Forecast Model (EEFM). The Study
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has drawn together a range of evidence to draw conclusions on the economic growth potential of
the sub-regional economy, and of its constituent local authorities. This includes analysis of
economic structure and performance trends, labour market characteristics, commercial property
market dynamics, engagement with a range of stakeholders, including the Hertfordshire Local

Enterprise Partnership and key businesses, and triangulation of economic forecasts.

5.6 Of the scenarios considered, t he Econaelneyd 0S tsucdeyn ac
provides the most realistic assessment of economic growth potential. The scenario sees
employment growth at a forecast rate of 0.8% per annum i a strong forecast rate of growth, which
is above the UK average (0.5% pa) over the period to 2036. This scenario is:
i1 Consistent with the NPPF emphasis on planning positively for economic growth;

1 Roughly in line with past trends, with a 15 year average growth rate of 0.7% pa; and
i Aligns with local economic strategies with strong growth in highly skilled, service-based sectors.

5.7 The Employment Study concludes that 0.8% pa growth would be a realistic assessment of the
growth potential of the sub-regional economy, in accordance with forecasts from the East of
England Forecasting Model (EEFM). It notes difficulties (including a potentially higher error margin)

in accurately predicting future performance at a local authority level.

5.8 We have not sought to repeat the detailed work set out in the Economy Study herein. The focus of
this section is to consider the implications on housing need of this level of housing provision, and to
consider if an upwards adjustment to housing provision in the HMA might be necessary to support

economic performance and sustainable commuting patterns.

5.9 Table 12 shows the increase in the number of jobs expected from 2013 to 2036 using the preferred
Employment-led Growth Scenario. Over the 23-year period being used in the projections an
increase of around 60,700 jobs is expected. Growth rates are relatively similar across the area, with

the exception of Dacorum where employment is expected to grow modestly slower.

Table 12: Expected Employment Increase (2013-36)

Employment Change, % Annual Growth

2013-36 ('000s)

Dacorum 10.9 0.6%
Hertsmere 13.8 0.9%
Three Rivers 8.4 0.8%
St. Albans 16.2 0.9%
Watford 11.3 0.8%
SW Herts 60.7 0.8%

Source: EEFM, Regeneris Consulting
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Figure 23 shows how these forecasts are expecting to see the change in jobs over time. The rate of

change over the first few years is stronger but does slow down marginally over time.

Figure 23: Projected Employment Growth T South West Herts

400.0
350.0
300.0
250.0 = Watford
200.0 m St Albans
m Three Rivers
150.0 m Hertsmere
100.0 m Dacorum
50.0
0.0
N T IO O M~MNOVOOO A NMTE O 0O AdANMS I O
I A AN AN NN ANANANANANNOOOOOOM
e eolNololoeolNolNolNolololNololNolNolololNolNolNololololoRlNeo]
AN N AN AN ANANANNNNNANNNNNANNNNNNNN

Source: EEFM and Regeneris Consulting

To convert jobs into housing is not a simple process and the analysis takes account of:

1 Commuting patterns;
i1 Double jobbing (i.e. the number of people with more than one job);

1 Changes to employment rates (e.g. as a result of reducing unemployment or people working
longer).

Commuting Patterns

Table 13 shows summary data about commuting to and from South West Herts and individual local
authorities from the 2011 Census. The data shows that the HMA generally sees a level of out-
commuting for work. Out-commuting is particularly high in Three Rivers and also positive in
Dacorum, Hertsmere and St. Albans. The only area to see net in-commuting is Watford where there

are about 3,900 more people working in the local authority area than live there (and are working).
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Table 13: Commuting Patterns in South West Herts (2011)

Daco- Herts- St. Three  Watford HMA
rum mere Albans Rivers

Live and work in LA 27,003 10,378 20,475 7,297 14,428 79,581
Home workers 9,021 6,292 9,411 5,540 4,093 34,357
No fixed workplace 6,852 4,907 5,303 4,245 4,411 25,718
Out-commute 31,045 28,356 36,629 27,251 24,903 148,184
In-commute 23,852 25,276 26,862 18,636 28,814 123,440
Total working in LA 66,728 46,853 62,051 35,718 51,746 263,096
Total living in LA (and working) 73,921 49,933 71,818 44,333 47,835 287,840
Commuting ratio 1.11 1.07 1.16 1.24 0.92 1.09

Source: 2011 Census

In translating the commuting pattern data into growth in the labour-force, it is assumed that the
commuting ratio remains at the same level as shown by the 2011 Census (i.e. assumes that 9%
(net) of additional resident workers will out-commute). This essentially means that there would be
expected to be a greater increase in working residents for a given number of jobs. The figures have

been applied on a local authority by local authority basis using data as shown in the table above.

Double Jobbing

As well as commuting patterns we can also consider that a number of people may have more than
one job (double jobbing). This can be calculated as the number of people working in each District
divided by the number of jobs. Data from the Annual Population Survey (available on the NOMIS
website) suggests that around 4.2% of workers have a second job (data averaged from data for the
2004-14 period to recognise relatively high error margins associated with data for individual years).
This gives a double jobbing ratio of 0.958 (i.e. the number of jobs can be discounted by 4.2% to
estimate the required change in the workforce). Again data has been used on an individual local
authority basis with the double jobbing percentages for each area being:

Dacorum i 3.3%

Hertsmere 1 3.9%

St. Albans i 4.8%

Three Riversi 5.1%
Watford 7 4.2%

R E

To work out the change in the resident workforce required to match the forecast number of jobs, we
can multiply the commuting ratio by the amount of double jobbing and in turn multiply this by the

number of jobs i this is shown in the table below.

Overall, the EEFM expects an increase of 60,656 jobs. If commuting patterns and levels of double

jobbing remain the same, then this would require a slightly higher level of growth in the resident
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workforce (of about 63,608 people). For individual areas however the findings are quite different;

with uplifts to the number of jobs being seen in four areas and the opposite in Watford.

Table 14:  Jobs Growth and Change in Resident Workforce (2013-36)
Change in jobs Adjustment factor

Dacorum 10,876 1.07 11,638
Hertsmere 13,829 1.03 14,244
St. Albans 16,216 11 17,838
Three Rivers 8,408 1.18 9,921
Watford 11,326 0.88 9,967
South West Herts 60,656 - 63,608

Source: EEFM, NOMIS and 2011 Census

Changes to Employment Rates

As well as studying commuting levels and double jobbing the analysis needs to consider how
economic participation and employment rates will change in the future. The proportion of people
who are economically active has been increasing in recent years (particularly for females and
people aged over 50). In the future we may see a continuation of these trends i particularly in
relation to people working longer (partly linked to pensionable ages) and have modelled for there to

be some increase in employment rates as we move through to 2036.

Table 15 shows the age/sex specific rates assumed in the analysis. These take account of past
trends (as shown for instance through analysis of economic participation changes between the
2001 and 2011 Census), which point to a growing number of older people and women in the
workforce. They also take account of planned changes to state pension age; and have been
informed by interrogation of the assumptions made within econometric models about future

changes in economic participation.

It should be stressed that these figure reflect what we would consider to be a reasonable set of
assumptions although there would be a case for alternatives (both in an upwards and downwards
direction). The figures have been benchmarked against national economic growth forecasts. There

is broad alignment between these suggesting the assumptions used herein are reasonable.
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Table 15: Employment Rates by Age and Sex i South West Herts

Dacorum Male 2013 58.2% 88.4% 90.3% 79.8% 17.6%
2036 58.2% 88.6% 91.3% 84.3% 20.0%

Female 2013 60.3% 78.9% 80.4% 69.2% 9.9%

2036 60.3% 84.5% 85.8% 78.7% 12.4%

Hertsmere  Male 2013 50.7% 88.3% 90.2% 81.0% 24.1%
2036 50.7% 88.6% 91.2% 85.4% 25.3%

Female 2013 49.3% 76.6% 78.7% 69.6% 13.8%

2036 49.3% 82.3% 84.1% 79.0% 15.5%

St. Albans  Male 2013 55.1% 91.4% 93.1% 80.9% 18.1%
2036 55.1% 91.6% 94.1% 85.3% 20.8%
Female 2013 55.8% 82.6% 78.7% 70.5% 10.8%
2036 55.8% 88.2% 84.1% 80.0% 13.1%
Three Male 2013 54.9% 90.3% 92.4% 81.6% 19.3%
Rivers 2036 54.9% 90.5% 93.4% 86.0% 21.6%
Female 2013 54.8% 80.5% 80.4% 70.0% 11.1%
2036 54.8% 86.1% 85.8% 79.4% 13.1%
Watford Male 2013 57.0% 89.7% 90.0% 78.7% 17.5%
2036 57.0% 90.0% 91.0% 83.1% 20.8%

Female 2013 57.8% 79.6% 79.3% 70.0% 9.5%
2036 57.8% 85.2% 84.8% 79.4% 12.3%
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Figure 24 shows how the overall employment rate in each local authority is expected to change

over time. The employment rate is based on the number of people in employment divided by the

population aged 16 and over. The analysis shows in all areas there is expected to be a small

increase in this rate to about 2021, with a small decline thereafter. The period to 2021 reflects

expectations of some improvements (particularly around reducing unemployment in the 2013-14

period) with the decline in the rate thereafter being strongly linked to the demographic profile of the

population (i.e. ageing).

The rates shown in Figure 24 are derived from the 2012-based SNPP and it should be noted that

these change very slightly with different assumptions about population growth for other scenarios.
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Figure 24: Projected Change in Employment Rates i South West Herts (2013-2036)
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demographic projections

To assess what level of overall population growth might be required so that the number of jobs
balances with the resident labour force, adjustments are made to migration within the demographic
modelling so that the change in working residents matches that necessary to support the identified

level of employment growth, taking account of commuting and double jobbing.

The changes to migration have been applied (on a proportionate basis) to each of the individual
local authorities. The methodology assumes that the age/sex profile of both in- and out-migrants is
the same as underpins the SNPP with adjustments being consistently applied to both internal
(domestic) and international migration. Adjustments are made to both in- and out-migration (e.g. if
in-migration is increased by 1% then out-migration is reduced by 1%). Once the labour-force
matches the job growth forecast, the population (and its age structure) is modelled against CLG

headship rates to assess what level of housing provision that might imply.

The outputs from the Employment-led Growth Scenario show that across the HMA 2,996 dwellings
per year would be needed to support the forecast employment growth. The economic-led need
figure is shown in the table below. Individual local authority level conclusions should be treated with
caution, given the potential in particular for changes in commuting dynamics between areas over

the 23 year period shown in the modelling.
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Table 16: Housing to Support Expected Employment Growth (with 2012-based CLG Headship

Rates)
Dacorum Herts- Three Watford HMA
mere Albans Rivers

| Households 2013 | 61,458 | 40,404 | 57,158 | 35999 | 38,004 233,023
Households 2036 75,416 55,343 73,723 46,841 48,530 299,854
Change in households 13,959 14,939 16,565 10,842 10,527 66,830
Per annum 607 650 720 471 458 2,906
Dwellings (per annum) 627 670 744 485 469 2,996

At the HMA level, the level of housing need shown in this projection is lower than the 3,056
dwellings per annum projected in the main demographic-led projections (linked to the 2012-based
SNPP and Household Projections). This suggests that, at the HMA level the demographic-led figure

would be sufficient to support economic growth.

There are clearly a range of influences on the likely scale and distribution of economic growth within
the HMA, including land supply constraints/ opportunities. If the economy did grow exactly as has
been modelled, projected job growth might exceed modelled growth in labour supply based on
demographic trends in Hertsmere and St. Albans; but would fall short of projected growth in labour

supply in Dacorum, Watford and Three Rivers.

The PPG sets out that:

fiwhere the supply of working age popul ation
is less than the projected job growth, this could result in unsustainable commuting patterns
(depending on public transport accessibility and other sustainable options such as walking
and cycling) and could reduce the resilience of local businesses. In such circumstances, plan
makers will need to consider how the location of new housing or infrastructure development
could help address these problems.o

It is reasonable to expect that commuting dynamics between local authorities within the HMA can
flex over time. Indeed, many economic forecasting models make assumptions that commuting
dynamics can change, taking account of trends in labour supply and demand. There are strong

public transport links, both rail and bus, between the authorities in the South West Hertfordshire

HMA; and considerable opportunities for sustainable travel between them.

We would note comments in the PAS Technical Advice Note in this respect, which outlines that:

fin aligning jobs and housing it is advisable to focus on HMA and functional economic areas

T which as discussed earlier should ideally be co-terminous i rather than individual districts.
Many people travel to work across administrative boundaries, so planning for each district in
isolation will not produce the most efficient and sustainable relationships between the
locations of housing and jobs0 ( Par agraph 8. 13).
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The PAS Report sets out that it may be reasonable to assume that commuting patterns can change,
provided that the planning authorities concerned are in agreement and the resulting travel is
sustainable. On this basis, we do not consider that there is a robust evidential basis for seeking to
adjust assessed housing need for individual authorities within the HMA to take account of economic
factors. This approach has been discussed and agreed collectively by the commissioning

authorities.

There are policy decisions to be made regarding the future distribution of both employment and
housing development within the HMA. Land availability, environmental and policy constraints will
inevitably impact on the distribution of employment growth, which may, as a result, differ from that
shown in the forecasting work undertaken. It will therefore be important that issues of jobs-homes
balance continue to be considered through the plan-making process, at a local and HMA level,
taking account of opportunities for sustainable travel and planned infrastructure investment,
including the delivery of the Croxley Rail Link (i.e. Metropolitan Line Extension from Croxley Green
to Watford).

Summary

The expected level of future employment growth has been considered in the Economy Study. This
concludes by identifying a preferred scenario for employment growth, which forecasts 0.8% per
annum growth in employment. Taking account of commuting patterns, double jobbing and changes
to employment rates the analysis suggests that to achieve the labour-force growth in the preferred
employment-led scenario, provision of 2,996 homes would be needed across the HMA. This falls
2% below the level of housing need shown in the demographic-led projections (for 3,056 homes per
annum), leaving aside supply-side constraints. There is thus no clear need, based on the evidence,

to adjust upwards the assessment of housing need to support employment growth.

There are a range of influences and potential policy decisions to be made regarding the future
distribution of both employment and housing development within the HMA. It will therefore be
important that issues of jobs-homes balance continue to be considered through the plan-making

process.
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6 HOUSING MARKET DYNAMICS AND MARKET SIGNALS

6.1 The NPPF is clear that plans should take account of market signals, such as land prices and
housing affordability (Paragraphs 17 and 158). The Planning Practice Guidance clarifies this setting

out that:

AThe housing need number suggested by househol d
adjusted to reflect appropriate market signals, as well as other market indicators of the

balance between the demand for and supply of dwellings. Prices or rents rising faster than

the national/local average may well indicate particular market undersupply relative to
demand. 0

6.2 It sets out that relevant signals may include the following™:

Land Prices;

House Prices;

Rents;

Affordability;

Rates of Development; and
Overcrowding.

= -8 -8 -89

6.3 The PPG sets out that appropriate comparisons should be made (in terms of absolute levels and
rates of change) with trends in the HMA, similar areas and nationally. It sets out that:
AA worsening trend in any of these indicators
housing numbers compared to ones based solely ol
6.4 In this section we consider the market signals which are set out in the Planning Practice Guidance,
together with sales trends which provide an indication of effective demand for market housing. We
also consider how the tenure profile of housing has changed, as affordability issues affect the ability

of younger buyers in particular to buy housing.

6.5 Planning Practice Guidance sets out that where market signals point in effect to a relatively stronger
decline in the affordability of market housing, housing supply should be increased. Following on
from the analysis of market signals, we therefore consider to what degree it might be necessary to

increase housing supply in order to improve the affordability of housing.

Land Values

6.6 As the PPG sets out, land values are determined by the demand for land in particular uses, relative
to the supply of land in those uses. Price premiums provide direct information on the shortage of

land in any locality for any particular use.

13 Reference ID: 2a-019-20140306
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We have drawn on data on land values from the DCLG publication i L a n e egtianates for policy
appr aDGEL&] Feb 2015), which provides estimated values per hectare for a typical residential

site as at 1% January 2014, drawing on valuations undertaken by the Valuation Office Agency.

The data shows that in South West Hertfordshire the highest residential land values are in St.
Albans at £6.7 million per hectare. This is above the England average including London (£6.0
million per ha); and indeed land values in St Albans are the highest of local authorities in the East of
England Region.

Land values in the remaining South West Hertfordshire authorities are below this level, ranging from
£4.1 million per ha in Hertsmere to £3.4 million per ha in Watford. Values for all South West
Hertfordshire authorities are higher than the average for England excluding London which is just

under £2 million per ha, as we would expect for areas close to the Capital.

Residential land values are however notably below those shown in adjoining London Boroughs,
which for instance stand at £14.9 million in Harrow; and £15.7 million in Barnet using the same
dataset.

Figure 25: Residential Land Value Estimates per Hectare (2014)
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Source: DCLG

House Prices and Sales

Across the South West Hertfordshire HMA, the average (mean) house price (2013 i 2014) was
£380,880 whilst the median was £300,000. Of the five local authority areas within the HMA. the

most expensive median house prices were in St. Albans (£380,000), while the cheapest median
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price was in Watford (£248,000). It should be noted that average house prices are influenced by the

mix of properties sold.

Table 17:  Average House Prices in South West Hertfordshire (2013-2014)
. Medan  Mean |

St. Albans £380,000 £460,280

Three Rivers £342,500 £438,028

Hertsmere £326,000 £415,795

Dacorum £263,000 £332,950

Watford £248,000 £285,516

South West Hertfordshire £300,000 £380,880

Source: Land Registry Price Paid Data

Figure 26 profiles house prices trends in South West Hertfordshire, the East of England and London

regions, and nationally from 1998 to 2007 (i.e. the pre-recession decade). This shows a nationwide

steady upward trend over this period.

Figure 26: Median House Price Trends, 1998-2007

350,000
300,000
250,000
200,000
150,000
100,000

50,000

0

01 03 1 Q3 01 Q3 Q1 03 01 Q3 Q1 03I Q1 03 01 Q3 Q1 03 (1

1998 1999 2000 2001 2002 2003 2004 | 2005 2006 2007

= Dacorum e Hertsmere - St. Albans
—Three Rivers — \Natford SW Herts
East of England London - England and Wales

Source: DCLG Live Tables: Land Registry Data

Over the decade, median prices in South West Hertfordshire rose from £98,700 to £267,700 i an

increase of £169,000 (171%). Within the HMA, St. Albans saw an increase in median house prices
of £205,250 (173%); Hertsmere saw an increase of £171,000 (176%); Three Rivers saw an
increase of £161,500 (142%); Dacorum saw an increase of £156,050 (173%); and Watford saw an

increase of £151,500 (202%) which was the smallest absolute increase, but largest percentagewise.
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Over this period, median prices across East of England rose by £130,000 (200%), across London
by £180,000 (200%), and across England and Wales by £118,000 (190%). The result has been a
widening of the gap in house prices between these areas during this period.

t he

with regional and national averages in Watford, and below average in the other South West

In proportional ter ms, i nceeassi on
Hertfordshire authorities. The sub-region is however a higher value market than other areas within
the East of England region, influenced by its proximity and relationship to London; and this is
reflected in higher absolute growth in house prices. In absolute terms, growth in house prices over
this decade was below the London average in all of the South West Hertfordshire authorities

besides St. Albans.

At a national level, and locally, house price growth was particularly strong between 2002 i 2004
(inclusive). This was particularly a reflection of macro-economic factors such as economic stability

and growth, low interest rates and an increasing range and availability of mortgage products.

Since 2007, trends in house prices have been very different - reflecting the economic backdrop and
highlighting the influence of macro-economic dynamics on house price trends. South West
Hertfordshire posted notable price falls in late 2007 (in some cases) and throughout 2008. Prices
begun to rise again in 2009 and in Q2 2010 surpassed the pre-recession high. Prices have since
plateaued and as of Q2 2013 were a modest £5,000 (2%) higher than the pre-recession peak.

Figure 27: Median House Price Trends, 2008-13
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6.18 House price growth over the period since 2008 has been more modest, and in some cases we have
seen a fall in house prices in Oreal termsd once
house prices have fallen in real terms in Dacorum and Watford; remained broadly stable in St.
Albans; with the only increase in prices adjusting for inflation being in Hertsmere and Three Rivers.
Hertsmere and Three Rivers are smaller local authorities, and it is for this reason that we see
greater year-on-year variance in housing costs i it is notable that for Three Rivers price growth
between 2008-12 was consistent with inflation suggestingno i ncrease in Oreal

period.

Figure 28: Inflation-adjusted House Price Index
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6.19 The influences on house prices are various i and include macro-economic factors such as overall
economic growth, interest rates, and availability of mortgage finance (on the demand-side); coupled
with housing supply. At a more local level, house price dynamics can be influenced by economic

performance, as well as transport investment which influences the relative accessibility of places.

6.20 Moving forwards, house prices and affordability issues within the Housing Market Area could be
potentially influenced by a range of factors. Future house price trends can be influenced by a range
of factors from macro-economic performance, through to local demand drivers. The performance of
the local economy can clearly influence housing demand; as can economic growth within London
and other adjoining areas. Transport investments can influence commuting dynamics (in both

directions).

6.21 The potential influence of economic growth in areas beyond the HMA, including for instance growth

at Luton Airport and within North / North West London (e.g.at Brent Cross and Old Oak Common),
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on South West Hertfordshire will be affected by the supply/demand balance for housing in adjoining

Housing Market Areas.

Commuting patterns could be influenced by the delivery of the Croxley Rail Link, and potentially in

the longer-term if Crossrail services are provided to Tring; but it is not clear these will necessarily

increase housing demand i they may simply result in closer labour market integration with

surrounding areas; and may affect commuting patterns in both directions. The Croxley Rail Link

may for instance make Watford more accessible from areas in North West London, enhancing

commuting to Watford, as well as resulting in some movement from Watford to other areas.

The above

anal ysi s has

considered

average

house

housing mix in different areas; and the mix of properties sold. We have therefore next sought to

consider how house price differentials by type within South West Hertfordshire, through analysis

data on individual sales recorded in 2013 and 2014. This provides arguably a better assessment of

how house prices in individual authorities compare to the HMA average.

Figure 29: Median House Prices, Jan 2013 i Dec 2014
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m Hertsmere £625,000 £365,000 £289,950 £226,250 £326,000
m St Albans £655,000 £454,500 £355,000 £226,000 £380,000
EThree Rivers| £680,000 £360,000 £280,000 £213,748 £342,500
m Watford £550,000 £325,000 £250,000 £189,950 £248,000

SW Herts £587,500 £360,000 £270,000 £196,000 £300,000

Source: GLH Analysis: Land Registry Price Paid Data

The analysis in Figure 30 highlights the influence of the mix of properties sold on overall median

house prices. It shows a greater variance in housing costs for detached properties within the HMA,

relative to other types of homes.

Comparing like for like, we can see that the median prices for detached houses are most expensive

in Three Rivers, slightly ahead of St. Albans and Hertsmere.
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Dacorum and Watford command lower relative house prices across house types, with Dacorum the
most affordable location (at a local authority level) within the HMA. Median prices in Dacorum and

Watford are uniformly below the HMA averages for the respective types.

Semi-detached and terrace houses are noticeably more expensive in St. Albans, while prices for
flats are more even across the local authorities. Median prices for all property types in Hertsmere,

St. Albans and Three Rivers are above the HMA average for the respective types.

Median house prices are influenced by the proportion of each dwelling type being sold which
reflects the housing stock in each area. Figure 30 shows that sales in Watford comprised far more
flats and terrace properties and comparatively few detached and semi-detached houses. This helps
to explain why Watford has the lowest median house prices overall; while like for like sales in
Dacorum are actually lower. These sales figures are influenced by the profile of housing stock in

different authorities.

Figure 30: Sales by Dwelling Type, Jan 20131 Dec 2014
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Sales Volumes and Effective Demand

Sales volumes are an important indicator of feffective demandofor market housing and provide an
indication of housing market buoyancy. We have benchmarked sales performance against long-
term trends to assess relative demand for market homes for sale. Figure 31 benchmarks annual
sales over the period 1998 to 2014. It uses an index where 1 is the average annual sales over the

pre-recession decade, 1998-2007.
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Sales volumes nationally experienced a significant drop between 2007 and 2008. Between 2008-12
the recovery in sales volumes was very modest. Sales volumes have picked up in 2013 and 2014,
but remain well below the pre-recession levels. In South West Hertfordshire in 2014, sales volumes
had reached 83% of the pre-recession average. This general trend has been seen regionally and
nationally. The recovery in sales volumes in South West Hertfordshire has however been slightly
stronger than that seen nationally, but similar to that seen across the East of England Region.
However, they remained 17% below pre-recession levels in 2014 i testament to wider market
conditions, and indicating that effective demand for market housing has not recovered to pre-
recession/ long-term trend levels. The analysis does not point to stronger relative market demand /

conditions compared to the wider region.

Figure 31: Indexed Analysis of Sales Trends, 1998 1 2014
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Rental Trends

The average™ rental value across South West Hertfordshire (as of September 2014) is £936 per
calendar month (pcm). This is above the East of England median of £625 pcm (as we would expect

for areas close to London) but below the London median of £1,300 pcm.

Within the HMA, the highest median rental value is in Hertsmere (£997 pcm) and St. Albans (£995
pcm). The lowest median rental value is in Dacorum (£825 pcm). The price geography is similar to

that for house sales.

14 Average of the five SW Herts local authority median values.

GL Hearn
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Table 18: Median Rental Prices (September 2014)

ED

London £1,300
Hertsmere £997
St. Albans £995
Three Rivers £963
SW Herts Average £936
Watford £900
Dacorum £825
East of England £625
England £595

Source: Valuation Office Agency (VOA) Private Rental Data

6.33 Over the last 3 years15 average rental values in South West Hertfordshire have grown by 9% from
£859 pcm in September 2011 to £936 pcm by September 2014. This compares to an average 5%
growth across the East of England, a 19% growth in London, and a 3% growth across England.

6.34 Inflation alone (based on the Consumer Prices Index) would have resulted in rental growth of 6.2%
over the 2011-14 period. The analysis suggests that there has been a modest real term growth in

rents across the period analysed (which is the longest period for which consistent data is available).

6.35 Within the HMA there are greater fluctuations, which is to be expected from smaller populations, but
there is a general upward trend in all areas. The exception to this is Three Rivers which saw
considerable price fall in the latest data released. The strongest growth was in Hertsmere with 21%

rental growth shown.

15 This is the longest period for which trend data is available at a local authority level
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Figure 32: Benchmarked Trend in Average Private Rents, 2011-2014
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6.36 Figure 33 shows trends in the number of private rents recorded by the VOA, indexed against
September 2011 figures. This shows a general slight downward trend in the count of rents, which is
in line with the trend nationally. The exception to this is St. Albans where the number of private
rental transactions has fluctuated considerably, from 75 counted in September 2013 to 1,013 12

months later.

Figure 33: Trend in Private Rental Transactions, September 2011 to June 2014
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Affordability of Market Housing

In line with the Planning Practice Guidance, we have considered evidence of affordability by looking
specifically at the relationship between lower quartile house prices and incomes. This is a relatively
crude measure of affordability, as it does not take account of the cost of servicing mortgage debt,

but is a useful basic measure for benchmarking affordability changes over time.

Using this indicator, the affordability of market housing for sale has worsened quite markedly over
the past 15 years, but much of the growth in the ratio of lower quartile house prices to earnings
occurred in the period prior to 2005, which is now over a decade ago. Affordability pressures
however remain more acute in the East of England relative to England as a whole; and more acute
still in South West Hertfordshire. This pattern is consistent with other areas which are close to
London.

Within the HMA the most recent published figures (2013) show that lower quartile affordability is
worst in St. Albans where the lower quartile house price is 13.4 times lower quartile earnings. The
figure in Hertsmere is 11.3; in Three Rivers is 11.2. The ratio is lower in Dacorum at 9.4; whilst
Watford is the most affordable at 8.8. This gives a HMA average lower quartile affordability ratio of
10.8, which is high and points to notable relative affordability issues within the HMA. By comparison,
the average of Outer London authorities is 9.8, and the Hertfordshire average is 9.4. The England

average is 6.5.

Figure 34: Lower Quartile Affordability Trend, 1997-2013
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6.40 The chart below considers how affordability ratios have changed over the last decade (since 2005).
It shows that across Hertfordshire the affordability ratio has increased relatively modestly (by 0.6).
The trend in Outer London has been similar. However the ratio has increased quite notably by 2.3

points in St Albans and by 2.9 points in Three Rivers.

Table 19: Change in Affordability Ratio, 2005-13

Dacorum 8.1 8.7 0.6
\ Hertsmere 10.2 10.9 0.7
St. Albans 11.0 13.3 2.3
 Three Rivers 75 10.4 2.9
Watford 7.3 7.6 0.3
‘ Hertfordshire 8.1 8.8 0.6
Outer London 8.4 9.1 0.7
 England 6.8 6.7 0.1

Source: CLG/ GL Hearn

6.41 We have also considered and compared this to the median price-earnings ratio to identify whether
affordability is an issue across the market or within a particular segment. Again, St. Albans has the
highest median affordability ratio in the HMA and Watford has the lowest. The median affordability
ratio of each authority is shown in the table below which compares the median affordability ratio to

the lower quartile ratio.

6.42 In all of the South West Hertfordshire authorities the lower quartile ratio is higher than the median
ratio. This indicates that affordability pressures are more acute at the lower end of the market. This
is particularly the case in Watford where the difference is particularly high. A similar phenomenon is
seen across Hertfordshire and Outer London; however, the opposite is true across the UK as a

whole.

Table 20: Affordability Ratios, 2013

Dacorum 9.4 8.7 0.7
Hertsmere 11.3 10.9 0.4
St. Albans 134 13.3 0.1
Three Rivers 11.2 10.4 0.7
Watford 8.8 7.6 1.1
Hertfordshire 9.4 8.8 0.6
Outer London 9.8 9.1 0.7
England 6.5 6.7 -0.3

Source: DCLG Live Tables: Land Registry Data
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As well as reflecting house prices, the affordability ratios reflect residentséearnings. We consider
these below. Figure 35 shows the median annual earnings (gross) of residents living in each area
taken from the Annual Survey of Hours and Earnings (ASHE). This is broken down by full time male
workers, full time female workers, and all full time workers. This shows that median earnings (for all
full time workers) in the South West Hertfordshire authorities are above England and East of
England averages and generally slightly below the London average. St. Albans is the exception with
median earnings of £39,400. we | | t he

Dacorum has the lowest median annual earnings within the HMA with £31,071. This is still

above

comfortably above the East of England region and England values.

Figure 35: Median Residents6Annual Earnings (Gross), 2014"°
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Figure 36 overleaf shows the lower quartile annual residentsdearnings. Again, St. Albans has the

hi ghest full

t i nieomfodabli above the Lenalan mate nTesother HMA authorities

rank between the London and the East of England rates, which are above the national average.

These earnings figures confirm that the high affordability ratios seen across South West
Hertfordshire are due to disproportionately high property prices rather than disproportionately low
residentsdearnings. This is particularly the case in St. Albans which is both the least affordable
authority whilst simultaneously having the highest average earnings. Hertsmere on the other hand

is the second least affordable area, but this can be attributed, in part, to lower earnings. This

16 \Male FT and All FT data for Hertsmere is unavailable for 2014. Figures from 2013 have been used.

GL Hearn
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notwithstanding, earnings in all areas are above national and East of England averages and yet all

areas are experiencing above average affordability ratios.

Figure 36: Lower Quartile ResidentsdAnnual Earnings (Gross), 2014"’
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Housing Supply Trends

6.46 Planning Practice Guidance sets out that housing supply should be assessed; and where the
historic rate of development shows that the actual supply falls below the planned supply; future

supply should be increased.

6.47 Data from annual Authority Monitoring Reports (AMRs) has been used to provide an assessment of
the historic housing delivery relative to housing targets in each of the local authorities. Housing

delivery has been assessed against the housing target in place at the relevant time.

7 Male FT data for Hertsmere and Female FT data for Three Rivers is unavailable for 2014. Figures from 2013 have been used.
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Figure 37: Comparing Housing Completions against Targets, 2006/07 i 2013/14
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The sources of the housing targets used are as follows:

Table 21: Relevant Housing Targets Operational

Local Housing target(s) operational Source
authorit during 2006-2014 period

Dacorum 2006-2014: 360 p.a. Dacorum Borough Local Plan 1991-2011
(adopted 2004)
Hertsmere 2006-2013: 250 p.a. Hertsmere Local Plan (2003)
2013-2014: 266 p.a. Hertsmere Core Strategy (2013)
St. Albans 2006-2008: 480 p.a. St. Albans District Local Plan Review (1994)
2008 7 2013: 360 p.a. East of England Plan (adopted 2008, revoked
2013)
2013-2014: 532 p.a. Interim 2011-based CLG Household
Projections
Three Rivers | 2006-2011: 200 p.a. Three Rivers Local Plan 1996-2011
2011-14: 180 p.a. Three Rivers Core Strategy 2011-26 (2011)
Watford 2006-2014: 260 p.a. Watford Core Strategy (2013)

Housing supply trends in the HMA, as is the case for almost any area, vary year-on-year; and are
potentially influenced by broader economic circumstances (such as the last economic recession).
Generally, levels of housing delivery, compared to targets, across each of the HMAs have been
fairly good. As the preceding analysis in this section has shown, effective demand for market
demand fell notably following the economic downturn in 2007. Nationally this has seen a reduction
in the levels of house building and delivery of new homes. There is a close correlation between
these. This can be evidenced to some extent in the completions data above with delivery in 2009/10
being notably low in Dacorum, St. Albans, and Three Rivers. However, the completions data does
not suggest that the recession has impacted too greatly on housing delivery in the HMA. This
however should be interepreted in context, bearing in mind that targets set out in previous plans do

not necessarily correlate with evidence of housing need.

Over the eight-year period studied, each of the commissioning local authorities has seen
housing delivery exceed planned provision. Watford has delivered a substantial 162% of the
relevant housing target; whilst Hertsmere has delivered 125%. Delivery in Three Rivers exceeded

targets by 4%. Delivery however fell short of planned provision in St. Albans.

Figure 38 shows collated housing target and completions data for all of the HMA authorities. It

shows that across the HMA annual housing delivery has exceeded the annual target in most years.
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Figure 38: Collated HMA Housing Completions against Targets, 2006/07 i 2013/14

2,000

1,800

1,600

1,400

1,200 = \\Vatford

1,000 mmm Three Rivers
800 mmm St Albans
600 mmm Hertsmere
400 mm Dacorum
200 Combined Target

(19

Source: Authority Monitoring Reports

6.52 To contextualise the housing supply trends data, it is noted that the above section, in line with
Planning Practice Guidance, compares housing completions data to adopted housing targets.
However, adopted housing targets do not necessarily equate with housing need at a local authority
level i they take account of development constraints and policy influences. Development
constraints, including areas designed as Green Belt or falling within the Chilterns Area of

Outstanding Natural Beauty, have influence past housing targets.

6.53 Past planning policies at a regional level identified areas where housing delivery was to be
constrained 1 including areas within South West Hertfordshire; as wel |l as fAgrowt |
have delivered higher housing growth, meeting more than local needs. This includes adjoining
areas within the London-Stansted-Cambridge-Peterborough Corridor; and Milton Keynes-South
Midlands Growth Areas. Against this context it is simply not possible to accurately quantify to what
extent housing delivery may have below or above |
however reasonable to conclude that supply has fallen below demand across the Greater South

East over the last decade.

Tenure Changes

6.54 In assessing market signals, we are trying to consider whether there is evidence of a supply-
demand imbalance for housing (and in particular market housing). Our research at a national level
shows that the declining affordability of market housing over the 2001-11 period has influenced
particularly the ability of younger households to buy a home, and to form new households. These
are real impacts of increases in housing costs; and therefore important to consider alongside

market indicators in drawing conclusions on housing need.
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A combination of the deteriorating affordability of market homes, restricted access to mortgage
products and a lack of social housing supply over the 2001-11 decade has resulted in fewer
households being able to buy and increased pressures on the existing affordable housing stock.
This has resulted in strong growth in the Private Rented Sector as households as households are

renting homes for longer.

As illustrated in Figure 39, owner occupation fell by 6 percentage points in South West
Hertfordshire between 2001 and 2011. Over this period there has been a substantial growth in the

Private Rented Sector. This trend was seen regionally and nationally.

Figure 39: Change in Households by Tenure, 2001-11
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This trend is seen in all of the districts in South West Hertfordshire. Watford has seen a particularly
large tenure swing from homeownership to the Private Rented Sector with an 11 percentage point
reduction in homeownership and similar rise in private rentals. This is well above the levels seen in

the other HMA authorities and across wider regional and national geographies.

Page 85 of 194



South West Hertfordshire Strategic Housing Market Assessment
Final Report , January 2016

Figure 40: Change in Households by Tenure, 2001-11
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Overcrowded and Shared Housing

6.58 A symptom of the affordability pressures identified above and restrictions on access to mortgage
finance (which are related to one another) has been an increase in overcrowded households, in

shared housing, as well as young people living with their parents for longer.

6.59 Across South West Hertfordshire we have seen the proportion of residents living in over-occupied
properties18 increase from 6.0% in 2001 to 8.0% 2011. Across the HMA the increase in the

proportion of people living in shared houses grew from 4.2% to 4.9% over this period.

6.60 Levels of over occupation are particularly high in Watford. 14% of households in Watford live in over
occupied dwellings. This is twice the level seen across the rest of the HMA. There was a particularly
significant growth in overcrowding in Watford over the 2001 to 2011 period where the proportion of
over occupied properties rose from 9.7% in 2001 to 14.0% in 2011 (a percentage point increase of
4.3%). This increase is well above the levels seen in the rest of the HMA and is in line with London

rates.

18 Data does not allow changes in overcrowding to be assessed between the 2001 and 2011 Censuses. However, a comparison is
possible between househoulpmisedvhi kds ead eomiotvlee room based occupancy
measure of overcrowding that considered the number of persons and rooms, rather than the structure of the household. It is likely to

overesti mate changes in fAovercrowded householdsdo as measured agains
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6.61 Hertsmere also has higher than the HMA average proportion of households living in over occupied
homes with 8.2%. In all other authorities within the HMA, the proportion of people living in over-

occupied homes falls below the regional and national average.

6.62 With the exception of Watford, the levels of over occupied households and households living in
shared houses in South West Hertfordshire are below the national average, slightly above the East

of England regional average, and well below London levels.

Table 22  Changes in Over Occupation and Households in Shared Houses (2001-2011)"

Over Occupied
Dacorum 4.7% 6.3% 1.5% 3.4% 4.1% 0.7%
Hertsmere 6.2% 8.2% 2.1% 4.1% 5.2% 1.1%
St. Albans 5.6% 6.7% 1.1% 4.4% 4.6% 0.2%
Three Rivers 5.2% 6.3% 1.1% 3.8% 4.3% 0.5%
Watford 9.7% 14.0% 4.3% 6.1% 6.9% 0.8%
SW Herts 6.0% 8.0% 1.9% 4.2% 4.9% 0.6%
East of England 5.2% 6.5% 1.3% 3.5% 4.7% 1.2%
London 17.3% 21.7% 4.3% 9.5% 11.9% 2.4%
England and Wales 7.0% 8.5% 1.6% 4.5% 5.7% 1.2%

Source: 2001 & 2011 Censuses

Summary of Market Signals Evidence

6.63 There has been a fundamental shift in housing market conditions nationally since 2007, particularly
in relation to confidence and credit availability. Housing market conditions have remained relatively
stable and house prices have remained fairly constant during the pre-recession period. The last 18
months has seen confidence start to return to the market with an increase in house prices and sales

volumes.

House Prices and Land Values

6.64 The location of South West Hertfordshire just outside the northern edge of the Greater London
conurbation is reflected in high house prices throughout the HMA. Median house prices in all of the

HMA authorities are above national and East of England regional averages.

6.65 Across the South West Hertfordshire Housing Market Area house prices are highest in St. Albans
district, followed by Three Rivers and Hertsmere, and are considerably lower in Dacorum, and
Watford. This to some extent reflects the nature of these boroughs which contain the larger built up
areas (Hemel Hempstead and Watford) in the HMA, and reflects the dwelling stock of these areas

with Dacorumbs | arger propor tdbison aofg etre rprraocpeo rh a uosne

19HMOS estimated based on 6Other: Otherd households recorded by 20
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in particular has a very small proportion of larger detached and semi-detached properties. The large

terraced housing stock in Dacorum reflects post-war new town housebuilding in Hemel Hempstead.

6.66 The Planning Advisory Ser vice note that in assessing market
generally a better indicator than absolute pric
supply/demand balance. House prices within the HMA, and constituent districts, rose over the pre-
recession decade; as was the case for most areas nationally. However in considering whether we
make adjustments to the assessed housing need, more recent trends in this economic cycle are

more relevant.

6.67 The data assessed shows that prices have fallen in real terms (adjusting for inflation) in Dacorum
and Watford since 2008. They have been stable in St Albans. Only in Hertsmere has there been

any recent growth in house prices in real terms.

6.68 Considering house prices by type, we find however a premium associated with housing in St Albans
District. This is reflected in land values, where there is a particular premium for land in St Albans
(which are the highest in the East of England Region); with land values in other areas falling below

those in adjoining London Boroughs. This would point to a shortage of residential land in St Albans.

Sales Volumes

6.69 Sales volumes provide an indication of the effective demand for market housing. Across the HMA
they show that effective demand remained in 2014 17% below pre-recession levels. Whilst sales
volumes are recovering, the evidence does not suggest that demand is as strong as during the pre-

recession decade.

Rental Prices

6.70 Rental prices in South West Hertfordshire are higher than the national average and again reflect the
HMA& location with rental prices sitting between between East of England and London regional
averages. The variance in rental values across the local authorities broadly matches that of sales
prices; with the highest rents in Hertsmere and St Albans. St Albans, Watford and Hertsmere have

seen an increase in rents in real terms (taking account of inflation) since 2011.

Affordability

6.71 Affordability pressures across the HMA are significant. The affordability of market housing
worsened over the pre-recession decade as growth in house prices outstripped growth in earnings.
Following the economic downturn in 2007 affordability has however generally not worsened further;
and indeed looking back over the last decade to 2005 affordability ratios in some authorities have

remained similar.
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Our analysis shows that across Hertfordshire the affordability ratio has increased relatively
modestly (by 0.6). The trend in Outer London has been similar. However the ratio has increased

quite notably by 2.3 points in St Albans and by 2.9 points in Three Rivers.

Affordability is worst in St. Albans where, on average, house prices are over 13 times earnings. The
most affordable borough in the HMA is Watford with a lower quartile affordability ratio of 8.8. The
resident earnings figures are above average across the HMA suggesting that the high affordability
ratios are due to disproportionately high property prices rather than disproportionately low residentsé

earnings.
Housing Delivery

The completions data shows that that housing delivery in South West Hertfordshire has been good
with housing delivery exceeding targets in all authorities. However it is recognised that past targets

have been influenced by policy and development constraints.
Evidence of Impacts of Affordability Pressures

The impact of declining affordability in the housing market coupled with access to mortgage
restrictions brought on by tighter regulation is likely to have resulted in constrained household
formation rates, resulting in an increase in overcrowded households and people living in shared
housing and young people living with their parents for longer, as well as contributing to the current

need for affordable housing.

The evidence set out shows some of the consequences of this. Over the 2001-11 period, South
West Hertfordshire has seen a large shift in the tenure profile - with a notable reduction in the
number of homeowners; and a similarly large growth in the Private Rented Sector. Watford has
seen the biggest such changes in tenure but it is a trend seen across all of the HMA authorities. We
have also seen increased levels of people living in shared and overcrowded households; with a
particular growth in Watford (influenced by its younger age structure). However, except in Watford,
the levels of over occupation and households living in shared houses in South West Hertfordshire

are below the national average and London levels, but slightly above the East of England average.

Implications i Adjustments to Improve Affordability

Overall the analysis indicates that the HMA is a less affordable place to live relative to other parts of
the East of England region, or relative to national benchmarks. This is common to other areas

which are close to, and within a commuting distance of London.
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6.78 It is appropriate, in line with the approach outlined in the Practice Guidance, to consider an upward

adjustment to the overall assessment of housing need in order to reflect the housing market signals.

6.79 The Planning Practice Guidance sets out that:

fi | areas where an upward adjustment [to the assessment of housing need] is required, plan
makers should set this adjustment at a level that is reasonable. The more significant the
affordability constraints (as reflected in rising prices and rents, and worsening affordability
ratio) and the stronger other indicators of high demand (e.g. the differential between land
prices), the larger the improvement in affordability needed and, therefore, the larger the
additional supply response should be. 0
6.80 In considering this, it is relevant to assess how the conclusions on housing need drawn thus far
compare to past housing delivery. Delivery of the identified demographic need would represent an
increase of 107% on past housing delivery across the HMA (with individual local authority figures
varying from a 33% increase in Watford to 149% increase in Three Rivers). Meeting the

demographic need would therefore significantly boost housing delivery.

Table 23: Comparing Demographic Need against Past Completions

Annual Completions Annual % Increase in
2006-14 Demographic Need Deliver

Dacorum 375 728 94%
Hertsmere 276 593 115%
St Albans 350 678 94%
Three Rivers 201 499 149%
Watford 421 558 33%
Combined 1478 3056 107%

6.81 There is no single agreed approach to identifying what scale of additional adjustment might be
appropriate to address market signals, and improve affordability. The PPG paragraph 20 (ID: 2a-
020-20140306) does not however set out how such an adjustment should be quantified. It simply

sets out t hat i tl esshboul d be 6reasonab

6.82 Over the last year or so different inspectors have taken a range of views on this matter, including.

1 Mendip (October 2014) i 6t hese findings indicate that tren
alongside county, regional and national trends and do not, therefore, justify an upward
adjustment of the housing numbers that came out

i1 Eastleigh (November2014)i 61t i s very difficult to judge the
consider a cautious approach is reasonable bearing in mind that any practical benefit is likely to
be very limited because Eastleigh is only a part of a much larger HMA. Exploration of an uplift of,
say, 10% would be compatible with the fAmodesto pr e
SHMA i.tsel fd

i Uttlesford (December 2014)T1 6 Whi | e evi dence on some of these t
the round and without discussing them in detail here, | consider that an uplift of at least 10%
would be a reasonable and proportionate increase inthecircums t ances of Uttl esf o

i Stratford-on-Avon (March 2015) i Despite the area show strong evidence of strong affordability
pressures the inspector concluded that 6 On b al ance | conclude, despi f
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there is a case for an uplift, that an upward adjustment in housing numbers has not been
justified in terms of market signals in the

1 Crawley (May 2015) i Despite the Council themselves seeking to make a market signals
adjustment (of 10%) the inspector concluded that he was 6 n ot ¢ othat thennarked signals
uplift is justified by the evidence, for the various indicators reveal a situation in Crawley which is
not as severe as in other North West Sussex authorities, and one that has not worsened in
recent. year so

i1 Cornwall (June 2015) 7 The same Inspector as the Eastleigh Local Plan inquiry suggested that

Di

6National gui dance is that a worsening trend

uplift. But for the reasons given below | do not consider that | should require such an uplift to be
made for Cornwall at this time.6

Given the clearly conflicting messages from different Inspectors at examinations, and lack of

consi stency bet ween di fferent i nspector sibonraepor 1

consistent basis 1 it might be appropriate to assess how adjustments in response to market signals
might be quantified. In doing so, we have sought to consider what the impacts might be. There is

no logic in simply adding a random uplift such as 10%.

The evidence from the analysis of market signals and the demographic analysis indicates that an
increase in housing costs, and decline in housing affordability, over the 2001-11 period was
manifest in:

1 Growing numbers of young people staying with parents or living in shared accommodation;

1 Tenure changes, with a growth in particular in the Private Rented Sector;

i Falling ability of younger households aged 25-34 to form.

The tenure changes affect the ownership of housing i as opposed to the overall stock of housing.
The direct impact of a decline in affordability has been a fall in household formation; and an
increase in the numbers of young households sharing housing or living with parents. This is
manifest in the market signals analysis; and in the analysis of household formation rates (as set out

in Section 3).

Affordability issues are particularly pertinent to younger people/ households, as for older age groups
home ownership levels are greater (and rising prices have contributed to growth in wealth for
existing owner occupiers). National research undertaken for the RTPI by Neil McDonald and Peter
Williams at Cambridge University indicates a particular effect of the decline in affordability between
2001 and 2011 and the economic recession has been young adults living within a parental home for
longer or living in shared accommodation rather than separate accommodation. The impact of this,

their research shows, has been most significant for the 25-34 age group.

The evidence base dealing with South West Hertfordshire herein clearly points to a key impact of a
decline in affordability being reduced household formation amongst younger households,

particularly those in their late 20s/ early 30s. In contrast there has not been a substantive change in
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household formation/ headship rates amongst those aged 35-44. Headship rates for those aged

under 24 are influenced by growth in the proportions of students in these age groups.

The evidence would suggest that an improvement in the affordability of housing would therefore be
manifest in a recovery over time in household formation amongst younger households aged 25-34.
We can use the demographic modelling to quantify, on this basis, what scale of increase in housing
provision might be necessary to support growth in access to housing for young people locally in
each of the local authorities within the HMA. Using this approach key issues affecting the scale of
the uplift necessary to improve affordability include:

1 Base assumptions within 2012-based headship rates, which for some areas expect household
formation for younger age groups to fall, whilst in others they are projected to be stable/
increase. For many areas the projections al
through assumptions that household formation rates will increase;

i1 The population structure, with a higher proportional adjustment to housing need being
necessary to improve affordability in areas where there are a higher proportion of younger
people/ households within the population.

The demographic analysis indicates that in South West Hertfordshire levels of household formation,
particularly for younger households, have fallen. When we consider age-specific data it is notable
that those aged 25-34 have lower headship rates than was expected in the 2008-based projections
and that the rates have dropped considerably from 2001 to 2011, indicating that the lack of

affordability of housing in South West Herts is impacting this age group in particular.

We have therefore modelled an adjustment for market signals which quantifies the uplift of housing
required in order to return the household formation rates of the 25-34 age group back to 2001 levels
(i.e. before the rate started to decrease) by 2025. If achieved, the effect would be to reduce the
proportions of shared households and persons within this age group living with parents. The
modelling does not assume a change to migration patterns i as this would draw more people from

another area (reducing housing need therein),

This sensitivity in effect seeks to consider a scenario in which affordability and access to housing
for younger households improves, and quantifies what level of housing provision might be required
to facilitate this, all other factors being equal. Clearly in reality, other factors such as real growth in
disposable income (allowing people to save), the availability of and access to mortgage finance,
interest rates and economic confidence will all influence trends in household formation. There is a
complex set of factors at play, and it is difficult to predict how these factors might interact in the
future and the impact on household formation rates (in the absence of any supply-side constraints).
Furthermore, part of the changes in household formation rates for this age group may have been

due to international migration.
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6.92 Our approach to a market signals uplift has recently been accepted by the Planning Framework

inspector in Horsham (report dated October 2015). In para 37 of his report he states:

60The Coawmeciilnchh uded a modest upwards adjustment
affordability pressure in the 25-34 age group, evidenced by substantial growth in private rented
sector accommodation and the number of persons in HMOs, even though these indicators are
again in line with HMA and national trends. | consider there is no strong case for a significant uplift
to account for market signals in Horsham district, which are very similar to those elsewhere across

virtually all of t hse nsooduetsht eiansctr.e alshee aQoopuenacrisl éappr

6.93 The approach has also been endorsed in other areas, such as part of the evidence base

underpinning local plans in Herefordshire and Chichester which were found sound in 2016.

6.94 The sensitivity analysis indicates that, all other things being equal, an uplift of around 95 homes per
annum across the HMA would support the necessary improvement amongst younger households,
in response to the market signals. It represents a 3% uplift on the base demographic need. The

uplift for each authority area is shown in the table below.

Table 24: Projected Household Growth 2013-36 7 2012-Based SNPP (Adjusted) with
Affordability Adjustment

. With Affordability % Uplift on Base
2012-Headship Rates . .
Adjustment Demographic Need

Dacorum 728 756 4%
Hertsmere 593 599 1%
St. Albans 678 705 3%
Three Rivers 499 513 3%
Watford 558 578 4%
HMA 3,056 3,151 3%

6.95 To provide a comparative assessment of wh at scal
projections to improve affordability amongst younger households we can benchmark the resultant
housing need against a scenario where household formation rates for those aged under 45 are held
constant. This is referred to as a potential modelling approach considering household formation in

research for the Town and Country Planning Association by Ludi Simpson and Neil McDonald?.

6.96 The highest adjustment in proportional terms, at 6.1%, is made to the assessed housing need in
Wat ford. This is influenced by Wat faadréater sypplynger
response would be needed to improve affordability amongst younger households). The lowest
increase is in Dacorum, consistent with the market signals pointing to lower affordability pressures

in comparative terms.

20 Simpson & McDonald (2015) Making sense of the new english household projections

GL Hearn Page 93 of 194



South West Hertfordshire Strategic Housing Market Assessment
Final Report , January 2016

6.97

GL Hearn

Table 25: Impact of Assumed Improvements in Affordability for Younger Households,
Housing Need 2013-36

Dacorum 725 756 31 4.3%
Hertsmere 572 599 26 4.5%
St. Albans 667 705 38 5.7%
Three Rivers 487 513 26 5.3%
Watford 545 578 33 6.1%
South West 2,996 3,151 154 5.1%
Herts

The proposed affordability adjustment addresses bullet points 1-4 in the PPG (see paragraph 6.2
above), which relate to different aspects of prices/affordability. Based on the analysis above, it is
considered that there is no need for a market signals uplift in respect of bullet points 5 and 6 in the
PPG. This is because:

1 Bullet 5: rates of development in South West Hertfordshire have exceeded housing targets
(see paragraph 6.50);

1 Bullet 6: the levels of over occupied households and households living in shared houses in

South West Hertfordshire are relatively low (see paragraph 6.62).
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7 AFFORDABLE HOUSING NEED

Introduction

7.1 In this section we discuss levels of need arising from households who require financial support to
access suitable housing in the South West Herts HMA. The analysis is intended to assess need
ar i si n thosé mowseholds who lack their own housing or live in unsuitable housing and who
cannot afford to meet their housing needs in the market6 as t he Pl anning Pract
out. Such households will be eligible for affordable housing. Affordable housing is defined as:

Social rented, affordable rented and intermediate housing, provided to eligible households
whose needs are not met by the market. Eligibility is determined with regard to local incomes
and local house prices. Affordable housing should include provisions to remain at an
affordable price for future eligible households or for the subsidy to be recycled for alternative
affordable housing provision.

7.2 The Practice Guidance sets out a standard approach for assessing affordable housing need -
consistent with the methodology advocated in the 2007 SHMA Guidance - which we adopt for this

study. This is known as the Basic Needs Assessment Model.

7.3 The analysis is based on secondary data sources. It draws on a number of sources of information

including 2011 Census data, demographic projections, house prices/rents and income information.

7.4 The affordable housing needs model is influenced strongly by housing market conditions (and
particularly the relationship of housing costs and incomes) at a particular point in time 1 the time of
the assessment i as well as the existing supply of affordable housing (through relets of current
stock) which can be used to meet affordable housing need. Key definitions used are set out in
Appendix D.

7.5 Estimates of affordable housing need are provided in this section for the twenty-three-year period
between 2013 and 2036.

Local Prices & Rents

7.6 An important part of the SHMA is to establish the entry-level costs of housing to buy and rent i this
data is then used in the assessment of the need for affordable housing. The affordable housing
needs assessment compares prices and rents with the incomes of households to establish what
proportion of households can meet their needs in the market, and what proportion require support

and are thus defined as havdng an o6affordabl e hou

7.7 In this section we establish the entry-level costs of housing to both buy and rent across the study

area. Our approach has been to analyse Land Registry and Valuation Office Agency (VOA) data to
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establish lower quartile prices and rents. For the purposes of analysis (and to be consistent with the

PPG) we have taken lower quartile prices and rents to reflect the entry-level point into the market.

Table 26 below shows estimated lower quartile property prices by dwelling type. The data shows
that entry-level costs to buy are estimated to start from about £142,000 for a flat in Dacorum and
rising to over £500,000 for a detached home in Hertsmere, St. Albans and Three Rivers. Prices for
all types of accommodation are lowest in Dacorum although the lowest all dwelling average is
actually slightly lower in Watford (this is due to a different mix of properties sold over the period
studied). Prices for all dwelling types (other than flats) are highest in St. Albans i this area also has
the highest all dwelling average. Looking at the lower quartile price across all dwelling types the
analysis shows a figure of £205,900 in Watford, rising to £285,000 in St. Albans.

Table 26:  Lower Quartile Sales Prices by Type (2014 (to October))

Dwelling type Dacorum Hertsmere St. Albans Three Rivers

Flat £142,200 £190,400 £190,000 £175,000 £165,000
Terraced £230,900 £275,000 £314,300 £256,900 £250,000
Semi-detached £281,600 £342,900 £400,000 £314,300 £309,500
Detached £405,200 £515,800 £525,000 £501,800 £437,000
All dwellings £212,100 £270,000 £285,000 £265,500 £205,900

Source: Land Registry (2014)

A similar analysis has been carried out for private rents using Valuation Office Agency (VOA) data i
this covers a 12-month period to September 2014. For the rental data information about dwelling
sizes is provided (rather than types); the analysis shows an average lower quartile cost (across all

dwelling sizes) varying from £625 per month in Dacorum up to about £825 per month in St. Albans.

It should be noted that the all dwellings figure for Three Rivers was only £637 pcm which looked to
be influenced by a relatively high number of room only lets. This has been adjusted upwards in
Table 27 (and for subsequent affordability analysis) to £775 pcm. This figure reflects the average
for the past 18 months i the overall lower quartile rent in the 12 months to March 2014 was £900

pcm (higher than in any other area).
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Table 27: Lower quartile private rents by size and location (year to September 2014) i per

month

Room only £347 £400 £380 £400

Studio - £650 £525 - £500
1 bedroom £600 £775 £695 £750 £698
2 bedrooms £750 £950 £850 £950 £900
3 bedrooms £995 £1,195 £1,150 £1,250 £995
4+ bedrooms £1,550 £1,500 £1,695 £1,600 £1,595
All dwellings £625 £800 £825 £775 £725

Source: Valuation Office Agency

In addition to rental costs from our internet survey we have looked at the maximum amount of Local
Housing Allowance (LHA) payable on different sized properties within the area. Maximum LHA
payments are based on estimates of rents at the 30" percentile and should therefore be roughly

comparable with our estimates of lower quartile costs.

The geographical areas used to determine LHA are not however co-terminus with local authority
boundaries and so any comparison is not exact. LHA levels are based on Broad Rental Market
Areas (BRMA). The BRMA is an area where a person could reasonably be expected to live taking
into account access to facilities and services for the purposes of health, education, recreation,

personal banking and shopping (as defined by the Rent Office).

Most of the study area is within the South West Herts BRMA. However, parts of Dacorum are in
each of the Aylesbury and Chilterns BRMAS, parts of Hertsmere are within the Outer North London
and South East Herts BRMAs and parts of Three Rivers are in the Chilterns and North West
London BRMAs. All of Watford is within the South West Herts BRMA as is the whole of St. Albans
district. Given that the bulk of the study area is within the South West Herts BRMA this will be the

most useful comparator with details presented in Table 28.

The data suggests some similarity in the LHA rates and our analysis based on VOA data. However,
for individual areas there can be some notable differences. In Dacorum the LHA rates are higher
than the VOA data for all property sizes other than 4+ bedroom homes (and room only rents). This
would suggest that households requiring benefit to afford housing may have a greater level of
choice in Dacorum. In all other areas the LHA levels are generally lower than the actual rents
recorded and suggests the potential for households to find it difficult to access homes; alternatively,

households may need to top-up their rents from income sources other than Housing Benefit.
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Table 28: Maximum LHA payments by size i South West Herts BRMA

Room only £340
1 bedroom £650
2 bedrooms £821
3 bedrooms £1,000
4 bedrooms £1,495

Source: VOA data (January 2015)

Cost of Affordable Housing

7.15 Traditionally the main type of affordable housing available in an area is social rented housing and
the cost of social rented accommodation by dwelling size can be obtained from Continuous
Recording (CoRe) 7 a national information source on social rented lettings. The table below
illustrates the rental cost of lettings of social rented properties by size in 2013/14. As can be seen
the costs are below those for private rented housing indicating a gap between the social rented and
market sectors. This gap increases for larger properties. The figures in Table 29 include service

charges.

Table 29:  Monthly social rent levels

Three
Dacorum Hertsmere St. Albans . Watford
Rivers

1 bedroom i average £364 £427 £380 £410 £436
2 bedrooms i average £435 £506 £477 £517 £480
3+ bedrooms 1 average £529 £542 £513 £538 £534
Lower quartile (all sizes) £383 £462 £386 £432 £423

Source: CoRe (2014)

7.16 Affordable housing also includes affordable rented housing. This is defined in the NPPF as being
0l et by I ocal authorities or p r ingvta hoaseholdsgvhas dree r e d
eligible for social rented housing. Affordable Rent is subject to rent controls that require a rent of no
more than 80% of the | ocal mar ket rent .(Fundimgl udi |
through the National Affordable Homes Programme is focused on supporting delivery of affordable
rented housing (as opposed to social rented homes) for new-build development.

7.17 Affordable Rented housing can therefore be considered to be similar to social rented housing but at
a potentially higher rent. The 80% (maximum) rent is to be based on the open market rental value
of the individual property and so it is not possible to say what this will exactly mean in terms of cost
(for example the rent for a two-bedroom flat is likely to be significantly different to a two-bedroom
detached bungalow). In addition, market rents for new-build homes are likely to be higher than

within the existing stock and may well be in excess of 80% of lower quartile rents. However, for the
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purposes of analysis we have assumed that the 80% figure can be applied to the lower quartile

private rented cost data derived from VOA information.

What is an Appropriate Threshold for Affordability?

7.18 Having undertaken an analysis of the cost of housing, it is useful to think about what might be a
reasonable figure to use as an affordability threshold (in terms of the amount of income that could
be spent on housing costs) T this is an important aspect of the analysis. There is no guidance on
this topic within the PPG although CLG guidance (of 2007) suggested that 25% of gross income is
a reasonable start point but also notes that a different figure could be used. Analysis of current
letting practice suggests that letting agents typically work on a multiple of 40% (although this can
vary by area). Government policy (through Housing Benefit payment thresholds) would also
suggest a figure of 40%+ (depending on household characteristics). Hence, initially it is considered

that something in the range of 25% to 40% is likely to be appropriate.

7.19 The threshold of income to be spent on housing should be set by asking the queston 6 wh at | ev e
income is expected to be required for a household to be able to access market housing without the
need for a subsidy (e. g.Thetchoiceooh antappidpriatesthresigold Rikto e f i t
some degree be arbitrary and will be linked to the cost of housing rather than income. Income levels
are only relevant in determining the number (or proportion) of households who fail to meet the
threshold. It would be feasible to find an area with very low incomes and therefore conclude that no
households can afford housing, alternatively an area with very high incomes might show the
opposite output. The key here is that local income levels are not setting the threshold, but are

simply being used to assess how many can or <canot

7.20 It is therefore useful to look at housing costs in the five local authorities and contrast this with other
areas. The analysis in this section has shown a lower quartile rent (across all dwelling sizes) of
between £625 and £825 per month. This rent level can be compared with other areas nationally; the
average (median) rent for the whole of England is £475 per month with a higher figure (of £525 per
month) being seen in the East of England region. It is clear from this that the local authorities all

have average rent levels which are above the regional and national figure.

7.21 However, the key point when | ooking at thredhol d:
i.e. the amount of money a household has after housing costs are paid for. Using the East of
England example, if a household spent 25% of gross income on housing then their residual income
would be £1,575 per month, the same threshold in St. Albans would show a residual income of
£2,475 1 if the threshold in St. Albans were increased to 40% then the residual income would be
around £1,240. Hence it could be concluded that a 40% threshold in St. Albans is too high.

However, this analysis is not conclusive given that such an analysis would need to be predicated on
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a) an assumption that 25% in the East of England is an appropriate benchmark; b) that living costs
(other than housing) are equal across areas and c) to note that the analysis is based on gross
income (households with higher gross incomes would be expected to be paying more tax). It does
however serve to show why the cost of housing is the key input into understanding a reasonable

threshold for affordability.

7.22 Returning to the question for the South West Herts local authorities, an indicative analysis can look
at this residual income method by considering housing costs both nationally and within the East of
England region. The analysis below takes the average rent in each of these areas as a 25%
benchmark and shows what proportion of income would be appropriate for a household to have the

same level of residual income.

7.23 If England is taken as a 25% benchmark (i.e. the average nationally being households will spend
25% of gross income on housing costs), then the income multiple to achieve the same residual
income would be between 30% and 37% in South West Hertfordshire. If the East of England is
taken as the 25% benchmark then this percentage drops to 28% to 34% in South West

Hertfordshire. Estimates of relevant income thresholds are shown in the table below.

Table 30: Estimated Affordability Thresholds Using a Residual Income Method and
Comparing with Regional and National Benchmarks

Benchmark i England Benchmark i East of England
Dacorum 30% 28%
Hertsmere 36% 34%
St. Albans 37% 34%
Three Rivers 35% 33%
Watford 34% 32%

Source: Derived from VOA data

7.24 Overall, this analysis does not definitively show what income multiple is most suitable in the five
local authoritiesT i ndeed it conf i r msfiguteadsts. Hoveeves forcahe pudpsse afg | e 6
analysis it is suggested on the basis of the range set out above that something in the region of 30%
of gross income to be spent on housing costs would be a reasonable benchmark. This recognises
that some of those who in theory might be able to afford higher multiples, may actually fall within

higher tax brackets.

7.25 It is therefore concluded in seeking to establish the need for affordable housing that the outputs
should be based on a 30% affordability threshold. A sensitivity analysis is also provided in
paragraphs 7.60 and 7.61 to show what the outputs would be with a full range of potential
thresholds (25%, 30%, 35% and 40%).
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7.26

Gaps in the Housing Market

Figure 41 below estimates how current prices and rents in the four local authorities might equate to
income levels required to afford such housing. The figures are based on the figures derived in the
analysis above and include four different tenures (buying, private rent, affordable rent and social
rent) and are taken as the lower quartile price/rent across the whole stock of housing available (i.e.
including all property sizes). For illustrative purposes the calculations are based on 3.5 times
household income for house purchase and 30% of income to be spent on housing for rented
properties. The figures for house purchase are based on a 100% mortgage for the purposes of
comparing the different types of housing. While this is unlikely there is limited data available
regarding the levels of deposits placed by mortgage applicants and even less regarding where the
deposit is sourced (e.g. borrowed from parents/savings etc. This is fairly academic as the affordable
housing calculations are based on entry level into market housing and in all local authorities this is

via the Private Rental Sector as the lower of the market tenure costs.

Figure 41: Indicative income required to purchase/rent without additional subsidy

Income required

£90,000 £90,000
£80,000 £80,000
£70,000
£60,000 T £60,000

£50,000 'S £50,000

£40,000 % £40,000 £32,000

£30,000 £25,000 g £30,000 £25,600
£20,000 £15320 | £ £20,000

£10,000 - £10,000 -
£0

£77,100

£60,600 £70,000

£20,000 £18,480

£0
Lower Lower Affordable Lower Lower Lower Affordable Lower

quartile  quartile rent quartile quartile quartile rent qugrtile
purchase private rent social rent purchase private rent social rent
price price
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St. Albans Three Rivers
£90,000  £g1 400 £90,000
£80,000 £80,000 £75.900
£70,000 £70,000
J £60,000 3 £60,000
?',' £50,000 'Gg; £50,000
£ £30,000 : £ £30,000 £24,800
£ £20,000 £15440 | 2 £20,000 £17,280
£10,000 - £10,000 -
£0 £0
Lower Lower Affordable Lower Lower Lower Affordable Lower
quartile  quartile rent quartile quartile  quartile rent quartile
purchase private rent social rent purchase private rent social rent
price price
Watford
£90,000
£80,000
£70,000
£58,800
T £60,000
S £50,000
g £40,000
o £29,000
g £30,000 £23,200
2 £20,000 £16,920
£10,000 -
£0
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Source: Land Registry, VOA and CoRe. Additional subsidies include housing benefit, or parental

contribution

Impact of Welfare Reforms

A number of changes have been made by the Government (and the previous coalition) to the

benefit system. The Welfare Reform Act of 2012 introduced a range of changes that will have an

impact on households in both the social/affordable rented and private rented sector. Most of the

changes only affect people of working age although people of retirement age who are still working

Arguably, the impact of the welfare reforms are yet to be fully seen although many Registered

Providers comment that the under-occupancy criteria (spare room subsidy/bedroom tax) along with

the introduction of Universal Credit will impact on the ability of tenants to pay rent. This in turn may

7.27

may see some changes as a result of Universal Credit.
7.28

lead to an increase in rent arrears and an increase in the cost of recovering unpaid rent.
GL Hearn
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7.29

7.30

7.31

7.32

7.33
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Also, in the Private Rented Sector the full extent of housing benefit reforms and the introduction of
Universal Credit is unclear. However, it is possible that private landlords will limit access to their
properties to those tenants who are less likely to default on payments which may reduce the
availability of homes to particular household groups (notably more vulnerable households). This in
turn could put more pressure on the need and demand for affordable housing owned by local

authorities and Registered Providers.

Further welfare reforms had been proposed by the Government (including to Working Tax Credits
and Child Tax Credits). These would have potentially reduced the incomes of particular household
groups (for example low income families with children). These proposals were however abandoned
in the 2015 Autumn Statement, although a commitment to £12bn of welfare cuts was retained.

Overall, it is clear that welfare reforms are likely to have a profound impact on the incomes and
access to housing for many groups. The Councils will need to continue to work closely with
affordable housing providers to monitor and better understand the impact of welfare reforms so that

any negative consequences can be mitigated.

Income levels and affordability

Following on from our assessment of local prices and rents it is important to understand local
income levels as these (along with the price/rent data) will determine levels of affordability and also
provide an indication of the potential for intermediate housing to meet needs. Data about total
household income has been modelled on the basis of a number of different sources of information
to provide both an overall average income and the likely distribution of incomes in each area. The

key sources of data include:

1 CACI from Wealth of the Nation 2012 i to provide an overall national average income figure for
benchmarking

i English Housing Survey (EHS) i to provide information about the distribution of incomes (taking
account of variation by tenure in particular)

1 Annual Survey of Hours and Earnings (ASHE) i to assist in looking at how incomes have
changed from 2012 to 2014 (a 1.4% increase per annum was identified from this source for the
East region)

1 ONS modelled income estimates i to assist in providing more localised income estimates (i.e.
for each of the local authority areas)

Drawing all of this data together we have therefore been able to construct an income distribution for

the whole of the study area for a 2013 base. The data shows that around a quarter (23%) of

households have an income below £20,000 with a further third in the range of £20,000 to £40,000.

The overall average (median) income of all households in the study area was estimated to be

around £35,800 with a mean income of £47,400.
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Figure 42: Distribution of Household Income in South West Herts
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Source: Derived from ASHE, EHS, CACI and ONS data

Table 31 shows how household income levels vary for each of the five local authorities. Incomes

were found to be highest in St. Albans and lowest in Watford.

Table 31: Household Income Levels by Local Authority

Mean income ‘ Median income
Dacorum £44,310 £33,701
Hertsmere £45,081 £34,288
St. Albans £54,834 £41,706
Three Rivers £48,775 £37,098
Watford £42,375 £32,229
South West Herts £47,399 £35,807

Source: Derived from ASHE, EHS, CACI and ONS data

To assess affordability, we have looked at householdsé6ability to afford either home ownership or
private rented housing (whichever is the cheapest), without financial support. The distribution of
household incomes is then used to estimate the likely proportion of households who are unable to
afford to meet their needs in the private sector without support, on the basis of existing incomes.
This analysis brings together the data on household incomes with the estimated incomes required

to access private sector housing.

Different affordability tests are applied to different parts of the analysis depending on the group

being studied (e.g. recognising that newly forming households are likely on average to have lower
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incomes than existing households). Assumptions about income levels are discussed for relevant

7.37

analyses where relevant in the analysis that follows.

Affordable Housing Needs Assessment

Affordable housing need has been assessed using the Basic Needs Assessment Model, in

accordance with the CLG Practice Guidance. This model is summarised in the chart below.

Figure 43:

Future Housing Need

Estimate of Newly-Forming
Households in Need & Existing
Households falling into Need
over plan period

Affordable Housing
Supply
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Properties over plan period

Overview of the Affordable Housing Needs

Assessment Model

Net Total Net
Housing Current
Need Need

Total Net Current Need
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Current Housing Need
(Gross)

Current Households in Housing
Need based on Census and
other modelled data

Affordable Housing
Supply

Supply of Affordable Housing
from Vacant Stock &

Development Pipeline

7.38 The figures presented in this report for affordable housing needs have been based on secondary
data sources including analysis of 2011 Census data. The modelling undertaken provides an
assessment of affordable housing need for a 23-year period (which is then annualised). Each of the

stages of the affordable housing needs model calculation are discussed in more detail below.

Current Affordable Housing Need

7.39 In line with PPG, the current need for affordable housing need has been based on estimating the
number of households living in unsuitable housing along with consideration of their current tenure
and affordability. Unsuitability is based on the number of households shown to be overcrowded in
the 2011 Census (updated to a 2013 base) along with an estimate of other needs which have been
modelled by comparing the tenure profile in each area with information from previous surveys about
households in need. Although the modelling itself does not specifically define these other needs,
the analysis it is built up from has considered a range of issues, the main ones being in relation to
insecure tenancies and issues with housing costs; these additional/other needs tend to be focussed

in the private rented sector.

7.40 Additionally, the analysis of current need does not specifically identify homeless households

(although the modelling works on the assumption that such households will be picked up in the
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