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Introduction

This report sets out the results ofew work undertaken to assess future housing need for
Bromsgrove.

Initial joint hearing sessions were held on thé"l#hd 17" June2014into the examination of
the Bromsgrove District Plan (BDP) and the Borough of Redditch Local Plan No.4.e3diess s
addressed the topics of objectively assessed housing need, the Duty-opeCate and the
timing and scope of the future Green Belt Review.

With regard to housing needhe evidence presented by thewo Councils to the hearing
sessions consistl primarily of theFebruary 2012 SHMA plus appendicesd a report by
AMION Consulting (North Worcestershire Housing Need April 2014) with a demographic paper
by Edge Analytics attached as an appendix.

The AMION report (NWHiéport) presented anumbe2 ¥ LJ12aaAof S WO2NBQ aoSy
future housing need including

e anONSSubl GA2YIf F2NBOIFIAG WoSYOKYlFNJ] QT
e | Wbl GdzNI f /cHithyeoSmiyrago@ Sy | NA 2

o trend-based migratioded scenarios¢ assuming a continuation of recent migration
patterns; and

. WSYLX 2@2N8WINF AYSRQ aA0SyIFNA2a o6FaSR 2y LINR2SC
therefore migration if these projections exceed forecast natural change) that will be
required to sustain forecast jobs in the area.

! ASNASagRrEFe YaBIHAIANM2EaQ o{ {0 B6SNBE GKSYy LINBa:

regarding various factors. These included:

o SS1¢ incorporating revised assumptions into all the core scenarios regarding household
headship rates

o SS2 ¢ incorporating modified assumptionsegarding future economic activity and
unemployy Sy i NI 1S& Ay icd2 ESENWEYBREOSNBE aOSy |l NA:
o SS3 as SS2 but based on new labour market research into the degree to which overall

labour market conditions (i.e. tightening or loosening) wilpact upon future activity and
employment ratesand

e SS4 LILIX A SR -yéa? migr&liGledoreiscenario and assuming an increased level
of in-migration as a result of growth in the rest of the conurbation.

The report concluded that for North Woestershire SS3 and SS4 were considered to provide

the most realistic reflection of likely labour market and demographic realities. The net dwelling
requirements for the Plan period of these household forecasts and the benchmark 2010 Sub
National Populatia Projection (2010 SNPP) forecasts were than calculated for each of the three
b2NI K 22NDSAaGSNEKANSE RAAGNRAOGAD® . N2PYAINROS 543
as presented to the inquiry was based on the latter 2010 SNPP forecasts.

1
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The Irspector published his Interim Cduosions on 17th Jul014 While n the case of
Redditch he concluded that there were no fundamental issues andtkiegatemaining hearing
sessionscould continue as plannetie identified that further work was neededrf@romsgrove

to determine the objectively assessed housing needs figure. In summary his conclusions were
that:

o in line with the relevant national policy guidance, employment trends should be taken into
account. e demographided scenarios (i.e. SS4 an61P SNPP) failed to take into
account the implications of projected changes in the labour market and therefore could
not be relied upon

° however, the preferredjobscled scenario SS3 lacked robustness because it did not take
account of the potential for futre jobs growth to affect local commuting patterrand

o given that thePlanning Policy GuidancBHRG states that wherever possible, local needs
information should be informed by the latest available information, there may be
potential to take into account data from the most recent 2ei@sed SuiNational
Population Projections (2012 SNPP) in the furthierk.

In order to meet these requirement®DC has reommissionededge Analytics to provide the
following inputs:

o an updated demographic scenario using 2012 SNPP;
o are-run of the jobsled Core Scenarios using latest population data; and

o are-run SS3incorporating additional sensitivity analyses of at least three different levels
of a reduction in commuting levels over the plan period.

Since the production of the previous reppd new version of the population projection
modelling software (POPGROURs been released. This amends the way in which internal
migration is modelled in each scenario and een used for the new inputs.

In addition,BDChas produced an assessment of market signals as advised by Paragraph: 019 of
the National Planningolicy Guidance (NPPG).

AMION Consulting has also beencmmmissioned to produce a report reviewing all of the
above inputs and setting out a justified new objectively assessed housing needs figure for the
period 20112030that takes account of likglemployment trends

This report therefore continues in the following sections:
e Section2- sets out he revisedcore scenariosg the jobsled and 2012 SNF®enarios

e Section3-  presents he newsensitivity scenariosq that assesshe impactof changes in
commuting ratioson the jobsled Scenarias

e Section4- summarises the @rket signalgnalyss undertaken by BDC; and

e Section 5- sets out the onclusionsdrom this additional work, including consideration
the dwelling requirement fothe Plan period

Housing Needs Assessmew S L2 NI Ay NBALRY&aS (2 LyaLlSO
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Thereport also includes twappendices, as follows:

e AppendixA  Edge Analytics report presenting the revised forecaestsl

e AppendixB  Bromsgrove DC report on market signals
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2.3.1

Introduction

This section reports on the revised jgbsSR O2NB FyR WoSYyOKYIFN] Q &
Bromsgrove. Aull descripton of the methodologies usedhe underpinning assumptionand
the resultsis included at Appendix A.

The Scenarios

Ly fAYS 6A0GK (KS LyaKSOisaNeIYdd BB ISY VS iRBYRAY &K
I OO 2 deyised ore jobted scenarios have been produced by Edge Analytics. These differ

from those projections in the eagi NWHN AMION repothrough the incaoporation of data

from the most recent 201-based SuiNational population projections and the use of a new

version of the POPGROUP modeling software.

Thesejobd SR WO2NBQ A0Syl NA2a dzaS SO2y2YAO FT2NBOI a
by Cambridge Econometrics, Oxford Economics and Experian. The demographic implications of
each jobs scenario have been examined. Prior to 2012 these scenarios are constrained to the

level of population growth according to the ONS Nielar Population Estima$ to 2012. From

2012 to 2030 they are constrained by the growth in employment forecast for the period by each

of the three economic forecasts. While the economic forecasts vary, each is considered to be
up-to-date and realistic and representative. Accoigly, a further calculation has been

produced presenting the mean results arising from use of the three forecasts.

G Aa AYLRNIIFYy(d (2 o0SYOKYIFN] Fyeé 3INBgGK £ 0SNS
projection. The most recent official gextion is the ONS 20i2ased SNPP, released in May
2014. Thé¥ { bx st msaefario replicates this official population projection.

TheW{ bH it mbagedscenariofor Bromsgroveijs included for comparison. The population is
re-scaled to the 2012 migtear population estimate (MYE) to ensure consistency across
scenarios and the 20109ased growth trajectory is continued thereaftétr therefore differs from

the N | b NI LI2-Bin QW {abQ Bhis lendible the different scenasito be more easily
compared from a consistent base year and does not alter the underlying assumptions or growth
trajectory.

The Results

A summary of the results for each of the three core jdab scaarios and the two SNPP
WoSYOKYIFN]J&aQ A& LINBPQGARSR Ay ¢l o6fS mod LG &adzyyl
numbers from 20062030 ranked according to the scale of expected change over the projection

period.
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The table also shows the averagenaal net migration associated with the population change,
the estimated annual level of household growth over the projection period and finally the

I SNY 23S | yydz f RgSttAYy3 NBIdANBYSyldd ¢KS €I G
which is appliedas an uplift to the household forecasts. The uplift rates used are 2.3% up to

2011 and 2.83% thereaftederived by Edge Analytics from analysis of Council Tax statistics.

The most recent official population projection, the 28d2sed SNPP, resultslower population

growth than the earlier 2016  aSR { btt ® |!-W//RBND GKESS yW{NAt2> GKS

IANRPgAEA o0& MHOmE: 2@0SNI GKS F2NBOI ald -HLAMNRRZ RS0 SG2 W
This results in a lower annual dwelling requirement 68 2iwellings per year, compared to 308
RSttt AYyIa LISNI xS MNd QizyaREBEINY FINRS2 P { b t t

The three jobded scenarios result in the highest population growth of the five scenarios, with
'y @SN 3IS 2F Hcec@m?: YR Nleg/IAYENIFRRYQ HanGSy: NikyH
dzy RS NJ GfKSSR YhwWeto2NRQ aOSy I NA 2o ¢KSasS KAIKSNI £ S@§
higher net migration, which is required to sustain the labour force in line with the forecast
growth in job numbers. The result an average annual dwelling requirement of 457 ranging

FNRBY noc RgStfAYyIaf RN & SIONNKRABONIA DS | WW20 & 2 n

WWEBR hEF2NRQ 0SSyl NA2O

Core Change 20062030 Average per year

scenario Populat Population I QK2 f I QK2 { Net I QK 2 f Dwellings
ion change | change % change change % | Migration

Jobsled 26,126 28.5 11,364 30.7 1,217 473 495

Oxford

Jobsled 22,760 24.8 10,096 27.2 1,004 421 441

Experian

Jobsled 22,550 24.6 0,981 26.9 1,091 416 436

Cambridge

Jobsled 23,812 26.0 10,480 28.3 1,134 437 457

Average

SNPFR2010 14,153 15.4 6,990 18.9 779 201 308

SNPF2012 11,404 12.4 5,941 16.0 659 248 263

The mpact ofChanges irCommutingPatterns

Introduction

The Inspector in his Interim Conclusions indicated that demographic scenarios were an
unreliable base for future projections of housing need. However, he also considered that the
NWHNNE LJ2 NIl Q&  Wdlen Bcenard BI93)Rakke®rabasiness, aghile it was informed
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by an analysis of employment trendsassumed a fixed commuting ratio throughout the 2012
30 period and therefore failed to take account of the probabilityt tjads growth would lead to
changes in commuting patterns.

This section reports on the revised SS3 and a series of fuaghsitivity scenarios applied to SS3
to assess the impact of changes in commuting ratios

The Sensitivity Scenarios

Three key parameters determine the balance of migration (and hence population change) that
is required to match the size of the labour force and the anticipated jobs growth:

economic activity rates;
unemployment rate; and

commuting ratio¢ defined as theatio of the resident workforce to the number of jobs in
an area. Therefore a commuting ratio greater than 1.0 indicates netontmuting and a
ratio less than 1.0 a net4commute.

¢ KS WO deNBconaridassiimed that these were constantrdiie forecasting period. In
reality they will change and as a consequence so will the relationship between jobs growth and
population growth (and therefore housing demand).

Accordingly, two further satof projections were produced for the NWHNpigat using modified
assumptions regarding activity and unemployment rates in order to provide more realistic
forecasts. The second of these projections (SS3) used labour market research to model the
variation in unemployment rates and economic activityesahcross agbands that might arise

as a result of changing economic conditions (e.g. tightemindooseninglabour markets).
Commuting ratios were held constant. A revised SS3 is presented in this section using an
updated 2011 €nsus commuting ratio 01.18, which was not available at the time of the
NWHN report.

However, as previously noted, the Inspector expressed concern about the fixed commuting ratio
used in SS3. Accordingly, four additional sensitivity analyses, in which the commutingasatio
been incrementally reduced over the forecast period, have been produced. These are:

SS3afrom 1.18 in 2011 to 1.06 by 2030 (based on a replication of the reduction ofr0.12
net out commutingthat occurred between the 2001 and 2011 Censusd&om 1.30 to
1.18)

SS3bfrom 1.18 in 2011 to 1.08 by 2030 (based on the commuting ratio that would result
if the 2011 resident workforce total remained constant but the number of jobs increased
in line with the Cambridge or Experian forecasts)

SS3cfrom 1.18 in 2011 to 1.04 by 2030 (based on the commuting ratio that would result
if the 2011 resident workforce total remained constant but the number of jobs increased
in line with the Oxford Economics forecasthd
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o SS3dfrom 1.18 in 2011 to 1.00 by 2030 (bdsen a balanced Bromsgrove labour market).

3.2.5 The economic activity rate and unemployment assumptions in each of the above remain
consistent with those used in SS3.

3.3 The Results

3.3.1 Table 2 presents the results &3 which involves the applicationf @lternative unemployment

and economic activity rate assumptions to the three jtdxd core scenarios presented in
Section 2. The commuting ratio remains fixed at 1.18 throughout the forecast period (as in the
WO2NBQ aO0OSyl NAR2&aUL D ceifoyni@ft Iraye h&didecoNomiR Sctivily 2atesi K S
408 I NA 2

result in a lower dwelling requirement than under the jgbS R WO 2 NB Q
reduction from 457 dwellings per aom (10,973 in total) to 417 (1O,my 0
I SN 3SQd

LyaLlSoi

dzy RSl G KS Wq

Sensitivity Scenario 3 Core
Scenario
Change 20062030 Average per year
Population| Populaion| | QK 2 I QK2 € Net ) . .
change change % | change change % | Migration |G| el Dwellings
Jobsled 23,477 26 | 10403 28 1116 | 433 | 454 495
Oxford
Jobsled 20,244 22 9,182 25 998 383 402 441
Experian
Jobsled 20,043 22 9,070 24 995 | 378 | 397 436
Cambridge
Jobsled 21,254 23 9,552 26 1,036 | 398 417 457
Average

3.3.2 The four additional sensitivitgcenariosproduced in response to the b3S O 2 N &
regarding thefixed commuting ratio used i8S are summarised in Table 3. These commuting

02y O0S

ratio adjustments inevitably result in lower population growth and consequently a significantly

lower dweling requirement.
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Average Annual Dwelling Requirement Change 202630
Core Jobs | Sensitivity | Sensitivity | Sensitivity | Sensitivity | Sensitivity
Led Scenario 3 | Scenario 3a] Scenario 3b| Scenario 3c| Scenario 3d

Scenario
Commuting Ratio 1.18 (Fixed)| 1.18 (Fixed)| 1.18¢1.06 | 1.18¢1.08 | 1.18¢1.04 | 1.18¢1.00
Jobsled Oxford 495 454 301 319 275 220
Jobsled Experian 441 402 253 271 228 175
Jobsled Cambridge 436 397 249 266 223 171
Jobsled Average 457 417 268 285 242 189
Jobsled Average 10,973 10,018 6,429 6,850 5,809 4,529
Total Dwellings

3.3.3 SS3aSS3mnd SS3aeduce the commuting ratio incrementally from 1.18, maintaining the net
out-commute but reducing the proportion of the resident labour force that commutes out of
Bromsgrove. INSS3dthe commuting ratio has been reduced to 1.00, indicating a balance
between the resident labour force and the number of jobs in Bromsgrove

3.3.4 The range of scenarios involving reductions in commuting ratios result in dwelling requirements
ranging from 189 dwellings per annum (equivalent to a total of 4,529) between 20060&@d 2

to 285 (6,850) unde5S3b These are substantially below the core jdébd scenario and the
unadjustedS8 as can be seen in Figure 1 which also includes for comparative purposes the

W6 Sy OK Y I-2010@nd SHRPA12 scenarios.
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Figure 1: Comparison of scenario dwelling requirements 2306
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Market Sgnals

NPPG (2014) atkes that local authoritiesnsure their assessment of need has been adjusted to
reflect appropriate market signals regarding the balance between the demand for and supply of
housing in their areas. It suggests that six factors shouldebiewed. These are: land prices;
house prices; rents; affordability; rate of development; and overcrowding.

BDC has reviewed the above and their findings are briefly summarised here. Theipdullis
attached as Appendix.B

Land prices

Although the assessment of land prices is particularly sensitive to changes in the market and
dependent on a range of assumptions, the Bromsgrove District and Redditch Borough Local Plan
+Al oAt AGE {GdzRe F2dzyR GKI G af pofiRhe @evelopatedt O NE
characteristics (size and nature of the site, density permitted, etc.) and any affordable or other
RSOSt2LIVSyd O2yiNRodziA2ydé ¢KS addzRe FaadzysSR
acre) for residential land.

The Study aB NB O23ayAaSR G(GKS AYLRNIIef®@SOBTFT2WK2ILISRDb
decisions when seeking to release land for development. By way of example, the Study
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acknowledges that lonterm landowning families and estates take a different approach to
releasing land from thosergangsationsthat are shorter term owners.

House prices

Based on the Department for Communities and Local Government data series live table 586
(itself based on Land Registry data) covering the period 1996 to 2012, Bromsgrows Déstri
consistently demonstrated higher house prices than the national average and Worcestershire
average. Although how house price changes are viewed and compared can alter their
interpretation, the NPPG states that higher house prices and long term tesel to indicate an
imbalance between the demand for housing and its supply.

As an alternative indicator to absolute price, the report assesses propalisite changes on

0KS oFraira GKIFIG aF O2YLI N GA@GSEt e Khdmand®h OS YI
attractive area, better housmg stock) or low supply (possibly due to plannlng constramts) The
NBLIE2NI 02y OfdzRSa GKIG . NRYaAINROSQa YSRALFY K2dz
been growing at a slower rate compared to prices in ¥éstershire and England.

With regard to supply, theeport NS O2 3yAasSa GKIFIG GKS daK2dzAaAy3a YI
I NPdzy R &adzlJJi & Fa GKSNB IINB FS6SN) LINPLISNILIASa 7
0KS [ YR wS3AaidNE QagrovelDistRet reinfidic€sShis Srénd ds it Fhawsthat N2 Y
almost 50% fewer properties were sold in 2013 than 2004. Data for the first seven months of

2014 indicate a similar position to 2013.

Rents

¢KS . NRYAIAINROS al NJSi { A 3y I (fhetian)NiBivake N&nts @ d I G Sa
Bromsgrove District during the period April 2013 to March 2014 were £625 per month, ranging
FNRBY mMncn LISNI Y2Y(GK F2NJ 2yS O0SRNRB2Y (G2 MmZInpn
on evidence from the Valuation Office AgendD@ Private Rental Market Statistics. The report
concludes that average rental values in Bromsgrove District are overall 5% higher than the
national average, and that affordability within the private rental market sector has worsened in
Bromsgrove Distrt since 2011. However, the report acknowledges that further research on

local housing supply is required to fully explain why rental prices are increasing.

Affordability

Whist recognising that the ratio of house prices to earnings is one measure oklgig/e

affordability of home ownership, the Market Signals report concludes that housing affordability

is asignificantproblem in Bromsgrove District, where a consistently high ratio of lower quartile

house prices to lower quartile earnings has been obse since 1997. Moreover, the report
acknowledges that Bromsgrove District is currently ranked tH2 |8@st affordable District in

0KS / 2dzyGNB 62dzi 2F ocH FdziK2NAGAS&aL® 1 002 NRA
lack of supply has mréd out local residents of Bromsgrove District who earn lower quartile

gl 3Sa FNBY tAGAYy3a Ay (GKS 5Aa0NRAOGPE

10
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Rate of development

When considering the number of net dwelling permissions versus the housing requirement
(delivery target) in Bromsgrove Distriover the 2001/2002 to 2013/2014 period, the report

concludes that the council has not restricted the supply of housing and has delivered the
permissions sought by the development industry. However, while assessing the number of net
dwelling completions ersus the housing requirement in Bromsgrove District over the
2001/2002 to 2013/2014 period, completions have failed to match the required target since
HANTKHANY ® ¢KS NBLRNI adza3asSada aGKFG GKAA Y
development finance; market conditions to secure maximum return on both land and
development; and development or planning permissions being gained speculatively to
RSY2yadNI GdS GKS LRGUGSYOGALE @I tdzS 2F ardsSoé

Overcrowding

As one of a number of key indicators on overcrowglirthe homelessness position in
Bromsgrove appears to be similar to regional and national trends and is not considered by the
report to be an acute problem.

With regard to occupancy rates, the report considers that the percentage of overcrowded
householdsn Bromsgrove is generally lower than in other comparator authorities, and that this

suggests that households in Bromsgrove are not disproportionately affected by having to
accommodate more persons per room than is normally acceptable.

Using 2011 Census tda the report concludes that Bromsgrove has relatively low levels of
concealed households compared to the averages for the West Midlands region and England as a
whole.

Summary

In summary, the BDC revieWA y Ra GKI G (GKS adNRy3aBaGe Y NYBG (&
report demonstrates it has very close links to house prices and rates of development. While land

supply (and therefore development rates) are only two of a number of factors affecting
affordability (macroeconomic conditions being a particlylamportant causal factor), the report
adZA3Sada GKFG aGKAa YFEN)L SO aaxdaylrft Aa adzFFAOASy
G2 olFlaStAyS LINRP2SOGA2y &t D

Conclusions

The further Sensitivity Scenarios (SS) developed (in response to the In§pactol R@A OS 0 i 2
the original SS3 use varying assumptions regarding future changes in commuting ratios. Of
these, SS3d which assumes a perfectly balanced labour market in Bromsgrove by 2030, is
considered to be unrealistic. A mean of the remaining ¢hseenarios (SS3a, 3b and 3c) is
considered to provide the most realistic reflection of likely labour market and demographic
realities.

11
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¢FofS n dONXyatlradSa (GKSaSz FyRXI F2N WoSyOKYI NJ
used by Experian in ilsconomic forecasts), into net dwelling requirement figufes the plan

period.

¢CKS NBflIUGA2YAaKALl 0S06SSy K2dza SK2 fORA NI yiFS QR @ KIATOA
applied as aruplift to the household forecasts. The uplift rates have been derived by Edge
Analytics from analysis of Council Tax statistics.

To ensure that there is no undsupply of housing prior to the plan period (202@30) a base

date of 2006 has been used andnmoletions for period 2002011 have been factored in to

derive a net new dwelling requirement for Bromege for the period 201X 2030 of 5,540-

SldA @It Syd 2 wdopH LISN | yydzyd ¢ KA afigukedof 5280Y LI NI 6 |
(278 per annum)

However, in order to finalise the objective assessment of housing need, market signals should
also be considered. There is a lack of guidance in both NPPF and the PPG as to how any increase
(or indeed decrease) in the housing need figure should be fedtm. We do, however, concur

with the findings of the BDC review (as summarised in Section 5) that affordability issues, in
particular, would appear to warrant some uplift in the 5,540 figure.

12



AMION - .
Bromsgrove District Council

Bromsgrove DistridPlang
Housing Needs Assessmew S L2 NI Ay NBALRY&aS (2 LyaLlSO
29" August 2014

Consulting

Forecast Forecast Housing Dwelling requirements 20112030
Scenario Household Dwelling Delivered Net (29 years)
Change Requirement | 2006¢ 2011
(20062030) | ¢ factoring in (5 years) Net Dwelling Net Annual
@ vacancy and requirement Average
second home (Rounded) (d) = Dwelling
rates (2006 (c) (b)¢ (c) Requirement
30) (b) (Rounded) (d)/
19
b21b wSLI2ZNI Wt NAPBAOMBERQ { OSy Il NRA 2 a
Sensitivity Scenario 3 10,292 | 10,580 823 9,760 510
(average case)
Sensitivity Scenario 4 7,458 7,667 823 6,840 360
SNPR2010 7,018 7,215 823 6,390 340
Updated Scenarios
Sensitivity Scenario 3 9,552 10,018 823 9,200 484
(average case)
Sensitivity Scenario 3a 6.061 6.429 823 5610 205
(average case)
Sensitivity Scenario 3b 6,470 6,850 823 6,030 317
(average case)
Sensitivity Scenario 3c 5.458 5.809 823 4.990 262
(average case)
Sensitivity Scenario 3d 4213 4529 823 3710 195
(average case)
Mean Sensitivity Scenarios 5.996 6.362 823 5.540 292
3a- c (averagecase)
SNPP 2012 5,941 6,107 823 5,280 278
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1. Introduction

Context

In March 2014, Edge Analytics provided the North Worcestershire Councils (Bromsgrove, Redditch and
Wyre Forest) with a series of demographic forecasts. A range of scenarios were developed using the
latest demographic evidence, including trebdsed forecas and the most recent official population

projection from the Office for National Statistics (ONS), the 2fd€ed sulnational population

projection (SNPP). Using employment forecasts from Cambridge Econometrics, Oxford Economics and
QELISNRAIYIst BRNBEOYZRrBEA2E 6SNBE RSOSE2LISR (G2 SEI YA

alternative jobsgrowth trajectories.
Additional analysis was also conducted to evaluate the sensitivity of the forecasts to:

e | 2dzASK2f R KSIFIRAKALI N 0 SaBDONBAGA2/ASYNEBFSENNBRT G
e 902y2YAO0 FTOGAGAGE NYGS FyR dzySYLX 28YS8Syid @FNRI G
YR 0QOT

e LYGSNYIE YAINIGAZ2Y | 88d2YLIiA2ya ONBFSNNBR (2 |4

The demographic forecasts produced by Edge Analytice weed by Amion Consulting to produce the
Wh2NIK 22NOSAa0GSNEKANS | A .d%eBypmAsgrove Bifriat PIGS(BERMIhe ¢ | LINA €
Borough of Redditch Local Plan N&wfere subject to Examination in Public in June 2014.

The Inspector publigd his Interim Conclusions in July 281# which he requested that further work
be carried out to determine the objectively assessed housing need figure for Bromsgrove. Specifically,
GKS LyaLISOG2N F8t 0 GKFG W{Syah (noadasa YOI AR 2y DR

! http://vww.bromsgrove.gov.uk/cms/PDF/North_Worcestershire Housing Need.pdf

2 http://lwww.bromsgrove.gov.uk/cms/environmenénd-planning/planning/strategiglanning/bromsgrove
district-plan.aspx

3 http:/Iredditch.whub.org.uk/cns/environmentand-planning/planningservices/planningpolicy/development
plan/emerginglocalplan-no4.aspx

* http://www.bromsgrove.gov.uk/cms/pdf/Red_Brom_Inspector.pdf
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2

GFr1S Ayid2 I002dzyid GKS LRISYGAIfT F2NJ 220a 3INRgUGK 0

Interim Conclusions).

Requirements

Bromsgrove District Council (BDC) has requested that Edge Analytics prowigeaie to previously

provided work, using the latest demographic statistics for Bromsgrove.

Since the original March 2014 report was produced, the ONS has released thdod&&dP SNPR
replacing the 201D A SR WAYUSNRAYQ { bhased 8 tyR® G RENISHNE A SANI 3 21 N
FNRBY (GKS wHnmm [/ Syadza KIFI@S fta2 o06SSy LlzofA&AKSR Ay

Bromsgroveé.
BDC has specifically requested that:

(@ The201® I aSR {btt

A0Syl NA2 A& AyOpraeRidR &4 (KS y$8s
b))t KS -WB8ROE A0SY I NA 2

& | yR W{ Sy a irinmudingitie uddadesly I N 2
commuting statistics;

(c) Additional sensitivity analysis is conducted to examine how altering the commuting ratio
AYLI OGa GKS RgStftAy3a NBIIdANBYSyda 2F GKS Ww{Sya

A further change that has occurred since the production of the previous report is thaseelof the
latest version of the population projection modelling software, POPGROUP. For POPGROUP v.4, changes
have been made to the way in which internal migration is modelled in each scenario (for further

information on POPGROUP, refer to Appendix A).

Approach

Edge Analytics has used POPGROUP (v.4) technology to develop the new range of demographic
scenarios for Bromsgrove. The 28d&sed SNPP is included, as is the earlier 2@5&@d SNPP for
O2YLI NRAaz2yd ¢IKSRQUIKNBSY I WB28& 00| & &R frany Canfoltgdf 2 8 YS Y

®2012based SNPP for England, ONS, 29th May B@p4/www.ons.gov.uk/ons/dcpl71778 363912.pdf
® https://www.nomisweb.co.uk/censug011/wu02uk
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3

Econometrics, Oxford Economics and Experian) have been produced using the latest commuting data

and most recent demographic statistics.

I N y3IS 2F WaSyaAirurgraiaeqQ aoOSyl NhA2a KI a-prodicad2 0SSy
using the updated commuting data (for consistency with the March 2014 report, the scenario name is
1SLIi GKS alYSod C2dzNJ F RRAGAZ2YIE aSyairitArAgraae aoSyl
00 SEFYAYAY3 (KS A Yrglatibib@theebultihg dNdliRydequirgfrignt. O 2 Y Y dz

All the scenarios have been run from a start year of 2012 to a 2030 horizon. Historical data are included
for the 200%2012 period.

Report Structure

In Section 2, the scenarios are defined. The scenasiolts are presented in Section 3.

Detail on the assumptions underpinning the scenarios and the POPGROUP methodology can be found in

the Appendix.
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g edge—y



2. Scenario Definition

CA@S WO2NBQ &a0SyINA2a |yR TAQGS waSyairlamnagieqQ ao
POPGROUP (v.4) technology. In each of the scenarios, the implied number of households has been
derived using household headship rates, from the 2b88ed and 201-based DCLG household models
6dzaAy3a (GKS WLYRSEQ I LILINE lasiindptionsCahdtheRoshér lagsimptigng ( K S

underpinning the scenarios, refer to Appendix B.

Core Scenarios

Official Projections

In the development and analysis of population forecasts, it is important to benchmark any growth
FfGSNYFGA@®Sa F3aAFrAyad GKS fraSaid W2FFAOAIT Q LJ2 Lz |
ONS 20l1based SNPP, released in May 2014. WhéPBH n mscé€hario replicates this official

population projection.

TheW{ bH n msoeRario, which replicates the ONS 2df3ed SNPP for Bromsgrove, is included for
comparison. The population is-ezaled to the 2012 miglear population estimate (MYE) #nsure
consistency across scenarios and the 2ba6ed growth trajectory is continued thereafter. This enables
the different scenario alternatives to be more easily compared from a consistent base year and does not

alter the underlying assumptions or grdwtrajectory.

Jobsled Scenarios

Ly If SR20aOSy I NAR23 LJ2LJzZ I GA2Y 3INRGgIGK Aa RSIGSNNAYS
POPGROUP evaluates the impact of a particular jobs growth trajectory by measuring the relationship
between the numbe of jobs in an area, the size of the labour force and the size of the resident

L2 LJdzf F GA2yd aA3dINF A2y Aa dzaSR G2 olflyOS GKS NBf |

force and the forecast number of jobs. A higher level of nehigrationwill occur if there is insufficient
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5

population and resident labour force to meet the forecast number of jobs. A higher level of net out

migration will occur if the population is too high relative to the forecast number of jobs.
The following jobded scenarios have been developed:

o WWH& B3R h:IRopdabidR Growth is determined by an annual net change in jobs numbers

Fa RSTAYSR Ay (GKS WhET2NR 902y2YAdaQ SyLXz2evYSy
e Wobsled 9 E LJS NRbplulgtiGn growth is determined by anrauml net change in jobs

VdZYo SNE a4 RSTAYSR Ay (GKS WOELISNARAIYQ SYLiz2eyYSy

e WWiaedl Al Y 0 NFPBpHI&i6Nh growth is determined by an annual net change in jobs
YdzYo SNE Fa RSTAYSR Ay (KS W/ I Yo NBBaGove 02y 2YSiN

The jobs growth figures used in each of these scenarios for the forecast period;22@02 are shown

in Figurel.
700
wn 600
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Figurel: Jobs growth trajectories used in the POPGROUP model for Bromsgrove.
Source: Cambridge Econometrics, Oxford Economics, Experian.

Three key data itemare required to run job$ed scenarios. Economic activity rates provide the basis for
calculating the size of the labour force within the population. A commuting ratio and an unemployment
rate control the balance between the size of the labour force ardrttimber of jobs within an area. In

the core scenarios, these assumptions are fixed throughout the forecast period -2230). See

Appendix B for detail on these assumptions.
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Sensitivity Scenarios

In the March 2014 report, two jobed sensitivity analyse ¢ SNB RS @St 2 LISRY W{ Sy aaAi.
W{SyardAOAGE {OSYINA2 0Q®

.5/ KIa NBIf&YAaKhIR Tk Kieirepr@B8cgd hede Asing tie updated 2011 Census
commuting ratio of 1.18 In this sensitivity scenario, the economic activity ratese been altered in

line with the three employment forecasts, using data suppliedMIONConsulting (consistent with the
March 2014 report). The unemployment rate has been altered using an index based on the Experian

employment forecast (supplied BWMIONConsulting and consistent with the March 2014 report).

la GKS LyallSOG2N) SELINBaEaSR 02y OSNYy |o2dzi GKS FAES
additional sensitivity analyses have been produced. In these sensitivities, the commitingas been

incrementally reduced over the forecast period:

o W{ Sy aAiA ALiEM 1{18iS OLINA1D6 by 2030.
o W{ Sy anh il A oaafeem 1{18iS 01 INA12D8 by 2030.
e W{ Sy anhilA ZoAdi@m 1{1Di6 301 1Nk D4 by 2030.
o W{ Sy anhilA CoARTBm 1{18iS 01 INA12D0 by 2030.
¢tKS SO2y2YAO FOGUAGAGE NIGS |yR dzySYLX 28 YSyd I &&dzy

For detail on assumptions used in the sensitivity scenarios, refer to Appendix B.

Ly GKS al NOK Hamn NBLRNIZ F Hamm O2YYdziAy3d NI GAZ2Z 2F wmd
statistics had not been released.
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3. Scenario Results

Core Scenarios

A summary of the results for each of the five core scenarios is provided in the form of akigare?)

and an accompanying table ( Tablel). The chart illustrates the trajectory g@opulation change
resulting from each scenario. The table summarises the change in population and household numbers
from 2012;2030 that results from each scenario. The scenarios are ranked (high to low) according to the
expected population change over thprojection period. The table also shows the average annual net
migration associated with the population change, the average annual jobs growth and the average

annual dwelling requirement.

The most recent official population projection, the 262sed SNPFesults in lower population growth

than the earlier 201® I &SR { bt t @ RSN BKOS yW{NRt2t> G KS L2 Lddz | ()
GKS F2NBOFad LISNA2RI O2 Vi WBMR &@S yMHNI0Z:® deyKRASINI NiEKaSdz
dwelling requiremg’ i’ 2F Hpn R@egSEtAYy3Ia LISNI 8SFNE O2YLI NBR (2
HAMNQ &a0SYyl NA2O®

The three jobded scenarios result in the highest population growth of the five scenarios, ranging from
HMOH: dzy RENSRI KS YBWARRA S A RGSINNRAIIKFS( (HBERBRERQ & 0SSy N
higher levels of population growth are driven by higher annual net migration, which is required to

sustain the labour force in line with the forecast growth in job numbers. The average annual net
migration ran@s from 1,285 to 1,453 per year under the jabd scenarios. This level of population
IANRPGUGK LINPRdAzOSAa |y | @SN 3IS lyydzadt RoStfAyRINBIdAN
/' YONARISQ a0SyFNR2 (2 pcnrled@d3NRRYADSWIENR 2SI NI dzy R
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Bromsgrove: Core Scenario Results
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Figure2: Bromsgrove scenario forecasts: population growth 22020

Tablel: Bromsgrove scenario forecast summary 2Q030 (ranked in order gfopulation change)

Change 2012 - 2030 Average per year
SIS Population | Population [Householdd Householdgy  Net Dwellings| Jobs
Change | Change % Change | Change %| Migration

Jobs-led Oxford 23,575 25.0% 9,874 25.6% 1,453 564 294
Jobs-led Experian 20,209 21.4% 8,607 22.3% 1,289 492 217
Jobs-led Cambridge| 19,999 21.2% 8,491 22.0% 1,285 485 215
SNPP-2010 11,602 12.3% 5,501 14.3% 868 314 37
SNPP-2012 8,853 9.4% 4,452 11.5% 709 254 -55
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Sensitivity Scenarios

Three key parameters determine the balance of migration (population change) that is required to match

the size of the labour force and the anticipated jobs growth: economic activity rates, the unemployment
rate F YR GKS O02YYdziAy3a NIXdGAz2e Ly GKS O2NBE &A0Syl NA?2
throughout the forecast period (20£2030).

In reality, and in the assumptions that have been applied in the respective economic forecasts from
Cambridge Econometsg Oxford Economics and Experian, these three assumptions change over time
and have an important effect upon the relationship between population growth and jobs growth (and

therefore upon the derived dwelling requirement).

Ly W{SyanaiA QAitliree jopsedstdndlibszhave ie&n ruin Kigh alternative unemployment

and economic activity rate assumptions. The commuting ratio remains fixed at 1.18 throughout the
F2NBOF&G LISNRA2RIT a Ay GKS WO2NBQ &0SyssulNftichss @ ¢ KS
FNB O2yaraiasSyid osAGK W{Syairiroridage {OSYyINRAR2 o0Q LNB
further detail). The changes made to the unemployment rate and economic activity rates result in a

lower dwelling requirement than under the jolfisS R WO2NB Q a OBaple2NA 2 £ G SNY I G A

Table2z Bromsgrove O0Sensitivity Scenario 36 dwelling r
' SN 3S !'yydzat 56StftAy3a wS
Scenario Core Sensitivity
Scenario Scenario 3
Jobs-led Oxford 564 509
Jobs-led Experian 492 439
Jobs-led Cambridge 485 433

la GKS Ly&alLlSOi2N SELINBaaSR 02y OSNYy o62dd d&S #FAES
FRRAGAZ2YLFE aSyardragrie FylteasSa KIS 06SSy LINEBRdAzOS
FYR W{Syardigrte {OSYyINK2 0005 (KS O2YYddiAy3d NI
maintaining the net outommute but reducingthe proportion of the resident labour force that

O2YYdzi$a 2dzi 2F . NRY&a3INRGSO® Ly W{SyaridAadride {OSy

1.00, indicating a balance between the resident labour force and the number of jobs in Bromsgrove.

These commuting ratio adjustments result in lower population growth (Table3) for each of the jobs

led scenarios and therefore a lower dwellimgquirement Table 4).¢ KS W{ SyaixiA@dAride ({
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alternative dwelling requirements are summarised-igure3.

10

Table3Y NEYa3aINRGS W{Syariadrgrie {OSYyINRA2 oQ If G4SNyl GA:
t 2Ldzf F A2y / KFIY3S HAMHCHJ
Scenario Core Sensitivi_ty Sensitivi_ty Sensitivi_ty Sensitivi_ty Sensitivi.ty
Scenario Scenario Scenario Scenario Scenario Scenario
3 3a 3b 3c 3d
Commuting Ratio Fixed Fixed 1.18t01.06/1.18t0 1.08| 1.18 to 1.04( 1.18 to 1.00
Jobs-led Oxford 25.0% 22.2% 11.8% 13.0% 10.0% 6.3%
Jobs-led Experian 21.4% 18.8% 8.7% 9.9% 6.9% 3.4%
Jobs-led Cambridge 21.2% 18.6% 8.5% 9.7% 6.8% 3.2%
TabledY NEYAIANROS W{Syariliragdride {OSYyFINR2 o0Q It dSNYLIl GA:
|l SNIF IS 'yydzZ € 56SttAy3 wSl dzA
Scenario Core Sensitivity | Sensitivity | Sensitivity [ Sensitivity [ Sensitivity
Scenario Scenario Scenario Scenario Scenario Scenario
3 3a 3b 3c 3d
Commuting Ratio Fixed Fixed 1.18t01.06/1.181t0 1.08( 1.18 to 1.04( 1.18 to 1.00
Jobs-led Oxford 564 509 306 329 270 198
Jobs-led Experian 492 439 242 265 208 137
Jobs-led Cambridge 485 433 236 259 202 132
600
- B Oxford
g 500 - M Experian
% H Cambridge
g 400 -
1)
£
$ 300 -
=]
=
=
£ 200 -
] «0
0] L]
e .
§ 100 - ) ﬁ
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Scenario

Figure3: Bromsgrove sensitivity scenarwelling requirement summary 2012030
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Appendix A
POPGROURethodology

Forecasting Methodology

Evidence is often challenged on the basis of the appropriateness of the methodology that has been

employed to develop growth forecasts. The use of a recognised faneggsoduct which incorporates

an industrystandard methodology (a cohort component model) removes this obstacle and enables a

focus on assumptions and output, rather than methods.

Demographic forecasts have been developed using the POPGROUP suidduats. POPGROUP is a

family of demographic models that enables forecasts to be derived for population, households and the

labour force, for areas and social groups. The main POPGROUP Rigded4) is a cohort component

model, which enables the development of population forecasts based on births, deaths and migration

inputs and assumptions.

The Derived Forecast (DF) modeig(re5) sits alongside the population model, providing a headship

rate model for household projections and an economic activity rate model for fafonce projections.

The latest development in the POPGROUP suite of demographic models is POPGROUP v.4, which was

released in January 2014. A number of changes have been made to the POPGROUP model to improve its

operation and to ensure greater congncy with ONS forecasting methods.

The most significant methodological change relates to the handling of internal migration in the

POPGROUP forecasting model. The level of intermmalgration to an area is now calculated as a rate of

migration rel G A @S

G2 I RSTAYSR WNBFTFSNBYOS LRLIAFGA2YyQ

rate of migration relative to the population of the area itself (as in POPGROUP v3.1). This approach

8y & dzNB a
ONS.

Of 23 SNJ I-NB ANV XSV D medallisy Mibkaben thHat dziused by

For detail on the POPGROUPthoelology, please refer to thPOPGROUP v.4 user manual, which can
be found at the POPGROUP webdit#p://www.ccsr.ac.uk/popgroup/index.html
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Appendix B

Data Inputs & Assumptions

Introduction

Edge Analytics has developed a suite of demographic scenarios for Bromsgrove using POPGROUP (v.4).

The POPGROUP model draws data from a number of sources, building an historical picture of
population, households, fertility, mortality and migration othish to base its scenario forecasts. Using

the historical data evidence for 2062012, in conjunction with information from the ONS 2eda&sed
subnational population projections (SNPP), a series of assumptions have been derived which drive the

scenario brecasts.

In the following sections, a narrative on the data inputs and assumptions underpinning the scenarios is

presented.

Population, Births & Deaths

Population

In each scenario, historical population statistics are provided by theysadpopulation estimates for
2001¢2012, with all data recorded by singlear of age and sex. These data include the revised mid
year population estimates for 2092010, which were released by the ONS in May 2013. The revised
mid-year population estimates prade consistency in the measurement of the components of change
(i.e. births, deaths, internal migration and international migration) between the 2001 and 2011

Censuses.

Ly GKS Wt tA0Sy I NA 23 Fdzi dzNB  LI2 Lldaiedr & Rgeyand Gex day G & | N
ensure consistency with the trajectory of the official 2€ddsed subnational population projection
6{bttod KN W{DOSYII NA2 Aad a0FtSR (2 yéaypbudtBn O2 y & A

estimate total, following its designaiegrowth trend thereafter. This enables the different scenario
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B.6

B.7

B.8

B.9

B.10

B.11

B.12

B.13

15

alternatives to be more easily compared from a consistent base year and does not alter the underlying

assumptions or growth trajectory.

Ly GKSnwHmt tA0SY I NA 23 Tdae gudled LR diddkedr dfAageyandGexdry (i
ensure consistency with the trajectory of the official 2ed&sed SNPP.

Births & Fertility

In each scenario, historical mjegar to midyear counts of births by sex from 2001/02 to 2011/12 have

been souced from ONS Vital Statistics.

Ly GKSHAWMnWt tF iR mWQbtatOSY I NA 243 TFdzidzaNE O2dzyia 27
O2yaraiasSyoe gAlK GKS 2FFAOAL T LINE aspdific) aygpedtiic Ly 0 K S
fertility rate (ASFR) schedule, which measures the expected fertility rates by age and sex in 2013/14, is
included in the POPGROUP model assumptions. This is derived from the ONMEGiLSNPP.

Longterm assumptions on changes in aggecific fertility rates are taken from the ONS 24ikzed

SNPP.

Ly O2YoAyl A2y @iNAKE | DK AWSROLIdA I § AR/ YBY), the &éas SSy G

specific ASFR and future fertility rate assuimps$ provide the basis for the calculation of births in each

year of the forecast period

Deaths & Mortality

In each scenario, historical myear to midyear counts of deaths by age and sex from 2001/02 to

2011/12 have been sourced from ONS VitatiStias.

Ly GKSHAWM{NMt tF R M Qb tatOSY I NA 24> FdzidzZNBE O2dzyida 27F
O2yaraisSyode gAlK GKS 2FFAOAL T LINE apddific) aygpedtiic Ly K S
mortality rate (ASMR) schedule, whigteasures the expected mortality rates by age and sex in 2013/14

is included in the POPGROUP model assumptions. This is derived from the ON&s2013NPP.

Longterm assumptions on changes in aggecific mortality rates are taken from the ONS 2@h2ed

SNPP.
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Ly O2YoAyl GA2Y @iNRKa ] DK SO A YWLS2pLJdiat K- Si A R&péciid ASMRR addzt | G A 2
future mortality rate assumptions provide ¢hbasis for the calculation of deaths in each year of the

forecast period.

Migration

Internal Migration

In all scenarios, historical migkar to midyear estimates of inand outmigration by five year age group

and sex from 2001/02 to 2011/12 have ®¢ &2 dzZNOSR FNRBY GKS WO2YLRYy Sy
underpin the ONS miglear population estimates. These internal migration flows are estimated using

data from the Patient Register (PR), the National Health Service Central Register (NHSCR) and Higher
Education Statistics Agency (HESA).

Ly (K& nw{ntt tt -y RMWQb&EOSY I NA24a5 FdzidzNB O2dzyia 2F Ay

consistency with the official projections.

The jobsled scenarios calculate their own internal migratiaesumptions to ensure an appropriate
balance between the population and the targeted increase in the number of jobs that is defined in each
year of the forecast period. A higher level of net internal migration will occur if there is insufficient
population to meet the jobs target. The profile of internal migrants is defined by anspeeific

migration rate (ASMigR) schedule, derived from the ONS-B@%2d SNPP.

In the case of internal #migration, the ASMigR schedule of rates is applied to an ¥xteft WNB F SNB y (
L2 LJdzf F GA2Y O A SN &NKS 21 LA ANIA @YYy WIXyihi2 GKS | NBF O
components (i.e. births, deaths and international migration), where the schedule of rates is applied to

the areaspecific population. Inhe case of Bromsgrove, the reference population is defined as the total

population of the districts where 70% of thefimigrants to the regio come from.

fywSaAA2YQ RSTAYSR KSNB WoiestdrshBe LAl EriteNdis® Baitsiei®d @ EP) aNdtier Y3 (K S
Greater Birmingham and Solihull LEP
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International Migration

B.19 Historical midyear to midyear counts of total immigration andmigration from 2001/02 to 2011/12
KIS 0SSy a2dz2NOSR FNBY (GKS WwWO2YLRYyS yaai pogutiorOK | y 3 S ¢
SaldAYIFGSad ! y& Wi R2 dydai poRulhtiod etimetésRoSaccaudt foil dsyum Yased?

are included in the intenational migration balance.

B.20 Implied within the international migration component of change in all scenarios is an 'unattributable
population change' (UPC) figure, which ONS identified within its latesyesidestimate revisions. The
POPGROUP modebs assigned the UPC to international migration as it is the component with the

greatest uncertainty associated with its estimation.

B21 Ly Fff &aOSYINAR2A&X FdzidzNE AYyGSNYlFGA2ylf YAINIGAZ2Y
W{ bt A MNYOR YW{nbmutQ &OSYyl NA 2 & % and KBmighaydii SoNdfs| afieAdBayirt AY
directly from the official projections. In the jolsd scenarios, international migration counts are taken
from the ONS 201Rased SNPP (i.e. counts are consistent Wittt Wi bt Q & O0OSYy I NA 20 © |
schedule of rates from the ONS 26A&sed SNPP is used to distribute future counts by single year of

age.

Households & Dwellings
B.22 The 2011 Census defines a household as:

péaple (ndt BeyeSsarilyzeltled) liviBg\aRtizishme F

3 A (n
NE O0221Ay3 FILOAtAGASE PyR &aKFNB

- o
N
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Z W
Q¢ (j'))
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2 KT
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A 2
g K
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B

B.23 A dwelling is defined as a unit of accommodation which may comprise one or more household spaces (a

household space is the accommodation used or available for use by an individual household).

B.24 For each scenario, the household and dwelling implicatminthe population growth trajectory have
been evaluated through the application of headship rate statistics, communal population statistics and a
dwelling vacancy rate. These data assumptions have been sourced from the 2001 and 2011 Censuses
and the 2008&ased and 20lbased household projection models from the Department for

Communities and Local Government (DCLG).

® http://www.ons.gov.uk/ons/guidemethod/census/2011/censudata/201-censususerguide/glossary/index.html
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B.26

B.27

18
Household Headship Rates

B.25 Household headship rates define the likelihood of a particular household type being
formed in a particular yeagiven the agesex profile of the population in that year. Household
types are modelled within a 3bld classificationTable 5).

Tableb: Household type classification

ONS Code DF Label Household Type

OPM OPMAL One persorhouseholds: Male

OPF OPFEM One person households: Female

OCzzP FAMCO One family and no others: Couple: No dependent children

OC1P FAMC1 One family and no others: Couple: 1 dependent child

OoC2pP FAMC2 One family and no others: Couple: 2 dependemidren

OC3P FAMC3 One family and no others: Couple: 3+ dependent children

OL1P FAML1 One family and no others: Lone parent: 1 dependent child

OL2P FAML2 One family and no others: Lone parent: 2 dependent children
OL3P FAMLS3 One family and no other&:one parent: 3+ dependent children
MCZDP MIX CO A couple and one or more other adults: No dependent children
MC1P MIX C1 A couple and one or more other adults: 1 dependent child

MC2P MIX C2 A couple and one or more other adults: 2 dependent children
MC3P MIX C3 A couple and one or more other adults: 3+ dependent children
ML1P MIX L1 A lone parent and one or more other adults: 1 dependent child
ML2P MIX L2 A lone parent and one or more other adults: 2 dependent children
ML3P MIX L3 A lone parent anane or more other adults: 3+ dependent children
OTAP OTHHH Other households

TOT TOTHH Total

The household headship rates used in the POPGROUP modelling have been taken from the DCLG 2008
based and 201-based household projections. The 2&idsed household projections were released for

local authority districts in England in April 2013, supersgdire 2008based model. However, as the
20131-based household model is underpinned by the 20ated SNPP, the headship rate assumptions
have only been published for the 2042021 period.

For the forecasting analysis presented in this report, the 20dded headship rate assumptions are

applied to 2021 but, thereafter, rates of change in household formation that are consistent with the
previous 2009 A SR K2 dzaSK2f R Y2RSft |NB | LI ASR 60GKS WAy
gAGK (KX WHILNR2YK dzaASR Ay (GKS LINBGA2dza b2NIK 2 2NKL
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Communal Population

| 2dza SK2f R LINE2SOilAz2ya AY t ht DwilK 2 dz3A SK Dt BZR S 0K&®¢
communal/institutional population). These data are drawn from the DCLG -B@déd household
projection, which uses statistics from the 2011 Census. Examples of comesti@alishments include

prisons, residential care homes and student halls of residence.

Forages@ nY G(GKS ydzYoSNI 2F LISHKREZABSK26RAR R AS | 3NE dzEIA B
forecast period. For ages @85+, the proportion of the popfu I A 2ig-K 2Wya29iIK 2 f RaQ A& NX
Therefore, the population neih-households for ages €B5+ varies across the forecast period

depending on the size of the population.

The dwelling numbers derived through POPGROUP therefore do not includeubiedy requirement of
Fye 2F (GKS LIS2LX S Ay Gh-kRERS K2yt RiaKS aLd2- Lddkt &l GiAACRays  Wya2

the household calculation.

Vacancy Rate

¢CKS NBfFUA2YAKALI 0S0i6SSy K2dza SK2f Ra souredd fritmitteef € Ay 323

2011 Census. A vacancy rate of 2.8% has been applied, fixed throughout the forecast period.

PAAY3a GKAA OFOFyOé NIGdSs (KS WR¢gSttAy3a NBIdzA NBYS)

each scenario has been evaluated.
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B.35

B.36

B.37

B.38

B.39
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Labour Force & Jobs

For each scenario (excluding the jdbd scenarios), the labour force and jobs implications of the
population growth trajectory have been evaluated through the application of three key data items:

economic activity rates, a commugmratio and an unemployment rate.

In the jobsled scenarios, these three data items are used to determine the population growth required

by a particular jobs growth trajectory.

Economic Activity Rates

¢CKS LINRPLRNIAZ2Y 2F GKS LRLzZ A2y GKIFIG INBS wSOo2y2
those that are employed and those that are unemployed. Economic activity rates determine the level of

labour force participation associated with a partmuagesex category.

The economic activity rates (by sex and five year age group for agé$) 18ed in all the scenarios are
based on the latest statistics from the 2011 Census, published in November 2013. The 2011 Census
statistics include an opeended 65+ age categorisation, so economic activity rates for tlt€%Hand

70¢74 age groups have been estimated using a combination of Census 2011 tables, disaggregated using

evidence from the 2001 Census.

A comparison of the 2001 and 2011 Census economic activity rates for Bromsgrove is shauncit
and Table 6 Economic activity rates increasedah but the youngest age group for females between
2001 and 2011. For men, economic activity rates decreased in the younger age groups but increased for

ages 50+.

Ly GKS WO2NBQ aOSylINRz2az GKS S0O2y2Yutlhelfotedast@dA G& N

period.

Ly (GKS WasSyarirordeqQ a0SyrNA2as OKFy3Sa KF@S 0685,
LINE A 2dzaf & LINRBRAZOSR W{SyaArdiagrie {OSYyFENR2 o0Qf (K
modified; firstly, to accont for planned changes to the SPA; and secondly to ensure consistency with

the assumptions being made within the Cambridge Econometrics, Oxford Economics and Experian
employment forecasts. These changes have been made following recommendationsAVMGGON

Consulting and are presentedhiigure7 and Table 7
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Fconomic Activity Rate 2001 (Female)
—&—Economic Activity Rate 2011 (Female)

=4 Cconomic Activity Rate 2001 (Male)
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Figure6: 2001 and 2011 Census economic activity rate comparison.

Table6: Comparison of 2001 and 2011 Economic Activity Rates. Source: 2001 and 2011 Censuses

Sex Male Female

Change Change
Age 2001 2011 2001-2011 2001 2011 2001-2011
16-19 57.3% 47.3% -18% 56.4% 51.5% -9%
20-24 83.1% 83.9% 1% 80.9% 82.4% 2%
25-29 89.3% 82.7% -71% 82.9% 87.0% 5%
30-34 93.5% 88.1% -6% 81.2% 87.4% 8%
35-39 93.6% 90.8% -3% 79.7% 85.4% 7%
40-44 94.6% 93.2% -2% 83.9% 88.1% 5%
45-49 93.7% 92.9% -1% 83.5% 87.9% 5%
50-54 90.3% 92.6% 3% 78.2% 86.2% 10%
55-59 80.0% 84.3% 5% 62.8% 75.4% 20%
60-64 55.2% 65.5% 19% 29.3% 44.1% 51%
65-69 18.1% 30.7% 69% 10.6% 22.5% 113%
70-74 9.2% 15.3% 66% 3.7% 7.4% 101%
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Figure7: Sensitivity scenario economic activity rate profiles.

Table7: Sensitivity Scenario economic activity rate adjustments
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OXFORD
Sex Male Female
Age 2011 2030 UL 2011 2030 U
HAOMMCGH HAMMC H
16-19 47 3% 47 3% 0% 51.5% 51.5% 0%
20-24 83.9% 83.9% 0% 82.4% 82.4% 0%
25-29 82.7% 83.0% 0% 87.0% 87.3% 0%
30-34 88.1% 88.5% 0% 87.4% 87.7% 0%
35-39 90.8% 91.2% 0% 85.4% 85.8% 0%
40-44 93.2% 93.5% 0% 88.1% 88.5% 0%
45-49 92.9% 93.3% 0% 87.9% 88.3% 0%
50-54 92.6% 93.0% 0% 86.2% 86.6% 0%
55-59 84.3% 84.7% 1% 75.4% 75.8% 1%
60-64 65.5% 69.2% 6% 44.1% 62.2% 41%
65-69 30.7% 34.0% 11% 22.5% 27.3% 21%
70-74 15.3% 15.7% 2% 7.4% 7.7% 4%
EXPERIAN
Sex Male Female
Age 2011 2030 SEIE 2011 2030 LTS
H/TMMCH H/MMCH
16-19 47.3% 47.3% 0% 51.5% 51.5% 0%
20-24 83.9% 83.9% 0% 82.4% 82.4% 0%
25-29 82.7% 82.9% 0% 87.0% 87.2% 0%
30-34 88.1% 88.3% 0% 87.4% 87.6% 0%
35-39 90.8% 91.0% 0% 85.4% 85.7% 0%
40-44 93.2% 93.4% 0% 88.1% 88.3% 0%
45-49 92.9% 93.1% 0% 87.9% 88.1% 0%
50-54 92.6% 92.8% 0% 86.2% 86.4% 0%
5559 84.3% 84.5% 0% 75.4% 75.6% 0%
60-64 65.5% 69.0% 5% 44.1% 62.0% 41%
65-69 30.7% 33.9% 11% 22.5% 27.2% 21%
70-74 15.3% 15.5% 1% 7.4% 7.6% 3%
CAMBRIDGE
Sex Male Female
Age 2011 2030 CIEITEE 2011 2030 I
HAMMCH HAMMCH
16-19 47 3% 47 3% 0% 51.5% 51.5% 0%
20-24 83.9% 83.9% 0% 82.4% 82.4% 0%
25-29 82.7% 82.9% 0% 87.0% 87.2% 0%
30-34 88.1% 88.3% 0% 87.4% 87.6% 0%
35-39 90.8% 91.0% 0% 85.4% 85.7% 0%
40-44 93.2% 93.4% 0% 88.1% 88.3% 0%
45-49 92.9% 93.2% 0% 87.9% 88.2% 0%
50-54 92.6% 92.9% 0% 86.2% 86.5% 0%
55-59 84.3% 84.5% 0% 75.4% 75.7% 0%
60-64 65.5% 69.0% 5% 44.1% 62.1% 41%
65-69 30.7% 33.9% 11% 22.5% 27.2% 21%
70-74 15.3% 15.6% 1% 7.4% 7.6% 3%
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B.42

B.43

B.44

B.45

Commuting Ratio

24

The commuting ratio, together with the unemployment rate, controls the balance betwlemumber

of workers living in a district (i.e. the resident labour force) and the number of jobs available in the

district. A commuting ratio greater than 1.0 indicates that the size of the resident workforce exceeds

the number of jobs available in thistrict, resulting in a net ostommute. A commuting ratio less than

1.0 indicates that the number of jobs in the district exceeds the size of the labour force, resulting in a

net inrcommute.

From the 2011 Census Travel to Work statistics, publiflye®NS in July 2014, a commuting ratio of

1.18 has been derived for Bromsgrove. Comparison with the corresponding value from the 2001 Census

(Table8) shows that there has been a reduction in the net-cotmmute between the two Censuses.

Table8: Commuting ratio comparison

Bromsgrove 2001 Census 2011 Census
Workers a 43,295 46,251
Jobs b 33,195 39,077
Commuting Ratio a/b 1.30 1.18

Note: 2001 data from Census Tafl&01¢ UK Travel Flow011 data from Census TaM@U02UK- Location ofusual

residence and place of work by age

7 A

Ly GKS WO2NBQ aOSylFINRz2asz @K

the forecast period.

Ly W{SyaAriarorde

{ OSY I N& 2

O2YYdziAy3a NI (A2

KT

In the commuting ratio sensitivity scenarios (Sensitivity Scenarios 3a to 3d), the commuting ratio has

been incrementally reduced over the forecast period. These changes have been made in light of

recommendations made by the Inspector dotlowing discussion with BDC.

The following changes have been made to the commuting ratio:

o W{ Sy an i A oAlleEis{sedStiyity, ik @mmuting ratio is reduced from 1.18 to 1.06

by 2030. This reductionQ.12) is a continuation of the reduction seen historically in the

commuting ratio between the 2001 and 2011 Censuses Ta&¢e8).
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e W{ Sy anA i A oraiEthis{senstiyity, kik @mmuting ratio is reduced to 1.08 by 2030.
This is the commuting ratio that would result if the size of the resident nuaber Wg 2 NJ S NE&E Q
did not increase from the 2011 value of 46,251, but the number of jobs increased in line with
either the Cambridge Econometrics or Experian employment forecasts (+3,870 and +3,903
jobs respectively 20%2030).

o W{ Sy ana i A moAGiaHKs seDBivity, thé cBmmuting ratio is reduced to 1.04 by 2030.
CKAE Aada GKS O2YYdziAy3d NIXGA2 GKIFG ¢2dzZ R NBA&dzZ
did not increase from the 2011 value of 46,251, but the number of jobs increased in line with

the Oxford Economics employment forecast (+5,297 jobs 200320).

o W{ Sy aA i A CoARIEMis{séhStiyity, kik @mmuting ratio is reduced to 1.00 by 2030. A
commuting ratio of 1.0 indicates that the number of jobs in the district is matched by the

numbe of workers.

Unemployment Rate

B46 The unemployment rate, together with the commuting ratio, controls the balance between the size of
the labour force and the number of jobs available within an area. In the-lgbsscenarios, the
unemployment rate is wed in combination with the commuting ratio and the economic activity rates to

determine the population growth required by the defined jobs growth trajectory.

B.47 Unemployment statistics from NOMIS provide an indication of the variation in the unempldyien
since 2004/05. Whilst sampling issues introduce some uncertainty to the datyear5and a Year
average are presented to give an indication of how unemployment has altered during the recessionary

period (Table 9.
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B.49

26

Table9: Historical unemployment rates

o) © N~ o) o o — o~ ™ 5-year 9-year
S22 1212|1823 |23 | S| Average Average
Bromsgrove | & [ 8 | S [5|18 (82| 2|Y]. .
o o o o o o o o o OHMN/TY R OH NN H
SN NN NN 2012/13) | 2012/13)
S 11| 3.3 45| 55| 64|76]|58]|37 58 5.1
Rate (%)

Note: Unemployment rates are for Jgune (source: Annual Population Survey, NOMIS)

Ly GGKS WO2NBQ aOSylrNAR2az Fy F@SNI3IS dzySYLX 28YSyi
the APS unemployment siatics for the meyear period 2004/0§2012/13 (Table 9. The

unemployment rate is fixed throughout the forecast period.

Ly GKS WwWaSyardAagaieQ aOSylINAz2asz (GKS dzySYLX 2eYSyi
start value of 5.8% (the-$ear average unemployment rate 2008€¥012/13, seeTable 9.These
modifications have been made using an index based on the Experian employment forecast (supplied by
AMION Consulting).
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Figure8: Unemployment rate profile fogsensitivity scenarios
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0.1

0.2

0.3

Introduction

The NPPF (2012) requires local authorities to identify the objectively assessed
housing needs for their area, including the housing market area/s the local
authority might fall within. As part of this process the NPPG (2014) guides
local authorities to ensure their assessment of need has been adjusted to
reflect appropriate market signals and indicators of the balance between the
demand for and supply of housing. The guidance clearly sets out six market
signals to consider:

1) Land Prices;

2) House Prices;

3) Rents;

4) Affordability;

5) Rate of Development; and

6) Overcrowding.

This report examines market signals that affect the housing market to assess
the extent to which they indicate a supply and demand imbalance in
Bromsgrove District. The conclusions of this report will help establish to
whether a further adjustment is required to projection-based housing figures to

determine the objectively assessed housing need.

Guidance in the NPPG recommends that local market signals be assessed
against comparable local authority areas within the housing and economic
market area, especially where they demonstrate similar demographic and
economic characteristics. For this reason the report analyses a total of 15
areas which are considered to have the greatest housing and economic
market area linkages to Bromsgrove, these are: Birmingham, Dudley, East
Staffordshire, Lichfield, Malvern Hills, Redditch, Rushcliffe, Solihull, South
Staffordshire, Stratford-on-Avon, Wychavon and Wyre Forest. Two tables can
be found in Appendix One and Appendix Two which provide a simple but
useful tool in which to compare the 15 areas. A higher ranking in the Appendix
Two table displays a stronger market signal and therefore a relatively poorer

performing housing market on that indicator.

2



0.4

The inclusion of Worcestershire and England as comparators allows

Bromsgrove to be compared against national trends. Rushcliffe Borough is

the only local authority in the list that is not located in the West Midlands. It

has been included in the benchmark list because it is considered to be part of

a O0familydéd of Il ocal English authorit:i
environmental characteristics. Rushcliffe also demonstrates planning parallels

to Bromsgrove; it is adjacent to the large urban area of Nottingham and it too

has large areas of designated Green Belt to protect it from neighbouring urban

sprawl.

€es
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1.0 Land Prices

1.1  Assessing land prices is significantly more difficult than other indicators due to
the fact that this type of information is market sensitive and is dependent on
many assumptions. Fortunately evidence prepared to support the Bromsgrove
District Plan does provide some local analysis, however this data is not
immediately comparable with the limited national data available. Chapter Six
of the Bromsgrove District and Redditch Borough Local Plan Viability Study*°
considered the values of different types of land. Due to the limited availability
of data on residential land prices it has not been possible to provide

comparative analysis with other local authorities.

1.2  The value of land relates closely to the alternative use or uses to which it can
be put and will range considerably from site to site; however, as the Viability
Study was high level, it looked at the three main uses, being: agricultural,
residential and industrial. The study also considered the amount of uplift (to
provide a competitive return to the landowner) that may be required to ensure

that land will come forward for development.

1.3 The study considered general figures from the VOA relating to residential land
values. It found that land values vary dramatically depending upon the
development characteristics (size and nature of the site, density permitted

etc.) and any affordable or other development contribution.

1.4  Using VOA figures to establish residential land value, the study gave a figure
for Birmingham of £1,235,000 per hectare. The study stated that this an
indicative value that can only provide broad guidance and it is likely that
values for land with planning consent and ready for immediate build with no

planning contributions or servicing requirement, are in fact higher.

1.5 The VOA Property Market Report values used by the Viability Study are
based on the assumption that land is situated in a typically greenfield, edge of

centre/suburban location for the area and it has been assumed that services

YHDH Planning (2014) Local Plan Viability Study
4



are available to the edge of the site
planning permission being available. The values provided assume two storey
construction with density, s106 provision and affordable housing ratios to be
based on market expectations (although not necessarily the policy

requirements) for the locality. The report cautions that the values should be
regarded as illustrative rather than definitive and represents typical levels of

value for sites with no abnormal site constraints and a residential planning
permission of a type generally found in the area. It is important to note that

these values are net 1 that is to say they relate to the net developable area

and do not take into account open space that may form part of the scheme.

The Viability Study also sought information about values from residential land
currently on sale in the area. Unfortunately very little land is being marketed
at the moment (2014), so the Study consulted agents operating in the area
who suggested prices from about £500,000/ha (£200,000/acre) to about
£1,500,000/ha (£600,000/acre).

The study assumed a value of £750,000 per hectare (£300,000 per acre) for
residential land.

EXISTING USE LAND PRICES (£/ha)

Table 4.0: Existing Land Prices (£/ha) (Source: HDH Planning (2014) Local Plan Viability
Study) *net developable.

1.8

The planning system can have a significant impact on the viability of land and
its value. Supporting the Bromsgrove District Plan is the Worcestershire CIL*
and Local Plan Viability Studies which investigate the impact the planning

system has on the viability of development. Of particular interest to this report

""HDH Planning (2013) Worcestershire CIL Viability Study

5

and



is the ClL6s sensitivity to house™price c
Representations made to the Worcestershire CIL Viability Study stated that a

charging levy will simply reduce the land price received by landowners and

thus prevent the release of land and undermine the delivery of new homes.

Uncertainty in the planning system both nationally and locally was also
considered to have an impactonthe6 hope val ued of greenfi el
to urban areas'®. Hope values are particularly important when seeking to

release |l and for development and can affe

1.9 For example, it is well recognised that long term land-owning families and
estates take a different approach to releasing land from those organisations
that are shorter term owners. A land-owning family may take the view that if
the terms offered now are not sufficient that it will wait for perhaps two or three
generations before revisiting the site i whereas a shorter term landowner may

want to see land released in the current or next plan period**,

12 Chapter 10 of the Worcestershire CIL Viability Study 2013
'3 Affordable Housing Viability Study - Appendix 5: Thornes Chartered Surveyors letter (Page 87)
4 Chapter 13 of the Worcestershire CIL Viability Study 2013 (Page 120)
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2.0 House Prices

2.1 The NPPG and recent guidance published by PAS and prepared by Peter
Brett Associates™ state that longer term changes in house prices may indicate
an imbalance between the demand for and supply of housing. Specifically the
NPPG suggests using mix-adjusted prices and/or House Price Indices;
however these are not available for the majority of the comparator areas. It is
possible to establish a Worcestershire trend, however, as other datasets will
demonstrate further on in the report, there are noticeable differences between

the six Worcestershire authorities.

2.2  Fortunately there are two sources of publicly available data that provide
di strict | evel medi an house prices; these
Databé covering the period January 1994 to
Communities and Local Government data series live table 586, which is
based upon Land Registry data, covering the period 1996 to 2012. Whilst the
Paid Price data is more up to date it requires a significant amount of analysis
before it can provide simple comparative analysis (as per CLG data), for this

reason CLG data (e.g. 2012 data) is used as the latest position for analysis.

!> peter Brett Associates for PAS (2014) Objectively Assessed Need and Housing Targets
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2.3 These datasets, as illustrated in Figures 1.0, and 1.1, show how Bromsgrove

District has consistently demonstrated higher house prices than the national

average and the Worcestershire average. In 2012, the median house price in

the District was some £21,500 higher than the national equivalent. It further

outstrips the median house price in 2013 in Worcestershire by £21,500.

250,000

200,000

150,000

100,000

Median House Prices (£)

50,000

Figure 1.0: Median House Prices Based on Land Registry Data

(CLG Live table 586, August 2014)
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2.4  The NPPG states higher house prices and long term rises tend to indicate an

imbalance between the demand for housing and its supply. Figures 1.0 and

1.1 demonstrate median house prices in Bromsgrove District have outstripped

the regional and national average constantly for the past 16 years.



Median House Prices (£)

2.5

Figure 1.1Average Paid Price per year, 2004 to 2014
(Land Registry Paid Price Data, August 2014)
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16 year period since 1996, national houses prices have increased

219%, whilst Bromsgrove District has seen a lower increase over the same

time frame at 170%, as demonstrated in Figure 1.2. However it is worth noting

that the median house price for Bromsgrove District in 1996 (£76,000) was

already s

ignificantly greater than the national average (£57,500). To put this

into a national perspective, median house prices in Bromsgrove District are

very similar to the county averages for East Sussex (118") and Essex (120"),

located in South East England.



Figure 1.2: Proportional median house price change, 1996 to 2012
(CLG Live table 586)
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2.6

2.7

Whilst median house prices in 2013 were higher in Bromsgrove than the
majority of the 15 comparator areas (Appendix Two), recently published
guidance®® explains that proportional price changes are generally a better
indicator than absolute price, because a comparatively high price may indicate
either comparatively high demand (an attractive area, better housing stock) or
low supply (possibly due to planning constraints). However the technical
guidance explains that if prices in an area are rising faster than elsewhere,
this suggests that supply is tightening compared to other places i unless for
some reason the area is becoming more desirable over time. As discussed in
the preceding paragraphs, Figure 1.2s hows Br o ms ganboused s
prices when indexed to 1996 prices have been growing at a slower rate

compared to prices in England and Worcestershire.

Therefore how you view and compare the figures alters your interpretation.
Using the NPPG, house price changes would appear to be demonstrating that
an imbalance between supply and demand of housing has occurred. It would
also appear there has been and continues to be significant competition for

'® peter Brett Associates for PAS (2014) Objectively Assessed Need and Housing Targets
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housing in Bromsgrove District and this has forced up the price of properties
to its current level. However using the more recent PAS guidance and
comparing proportional house price change, prices in Bromsgrove District
have not risen as steeply as across the county or nationally. Analysis at
Appendix Two also shows that median house price change mirrors growth
rates experienced in the nearest neighbouring local authority areas of
Birmingham, Dudley, Redditch, Solihull and Wyre Forest. This would indicate
that house price rises are not a response to a constraint in supply, but a more
regional effect through the desirability of locations in this part of the West

Midlands, coupled with more general rises in house prices.

2.8  PAS guidance reminds LPAs that whilst proportional price changes may be
lower in a district, it may still be the case that the planning system is still
increasingly undersupplying demand. Depending on how buyers and sellers
respond to price changes (06el asticitieso)
reduction in the volume of development, with little or no impact on local prices.
For this reason, the level of housing completions is a good indicator of the
severity of planning constraints. To get a better insight, it will be necessary to
analyse the supply of housing in the District to establish whether a lack of
supply is contributing to the high prices. This is considered in the Rate of

Development section of the report.

Housing market and property sales

2.9  The current housing market is experiencing issues around supply as there are
fewer properties for sale since the recession in 2008. This observation is
supported by the Land Registryodos Paid Pri
which shows almost 50% fewer properties were sold in 2013 than 2004. Data
for the first seven months of 2014 indicate a similar position to 2013. It is
argued that the low levels of new build and the reluctance by homeowners to
move is limiting availability, while demand is taking up what stock there is to
buy. Further growth in demand, with no proportionate increase in supply is

likely to push prices further upward®’.

"Hometrack (2013) Pressure on house prices set to remain in near future
11



Figure 1.3: Number of properties sold in Bromsgrove District, 2004 to
2013 (Land Registry Paid Price data, August 2014)
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Figure 1.4: Number of new build properties sold in Bromsgrove District,
2004 to 2013
(Land Registry Paid Price data, August 2014)
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2.10 The Government has introduced measures to stimulate the housing market

through the Help to Buy scheme, which is directly driving demand for new

12



build properties and thus improving confidence in the sector, helping to
increase supply. Commentators agree that this has had a positive effect on
supply however levels of new supply (new build) are still relatively low in
Bromsgrove compared to previous years, as demonstrated by Figure 1.4. The
greatest source of potential supply comes from existing homeowners and
investors. First time buyers represent net new demand and play a critical role
in house price growth'®. Nationally the house building industry is responding
to current market dynamics by concentrating on three and four bed properties
- accounting for over 70% of all starts nationally - aimed at those trading up

with existing equity™®.

Figure 1.5: Gross completions by no. of bedrooms
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Source: BDC Housing Database

2.11 Figure 1.5 examines completions by number of bedrooms in recent years. It
reveals that the number of homes built with four or more bedrooms has
steadily increased, however the number of homes of other sizes has
fluctuated. The number of properties with two bedrooms has, in general (with
the exception of 2012/13), accounted for a large proportion of all new
dwel lings built in Bromsgrove. This refl

'8 Affordable Housing Viability Assessment (2011) Appendix 3: Current and projected economic

conditions
Hometrack (2013) Pressure on house prices set to remain in near future
13
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smaller homes to meet local needs. Whilst Figure 1.4 shows that since 2012,
detached new build dwellings have accounted for the majority of new build
completions, comparison with local data in Figure 1.5 would suggest that
these a mixture of dwelling sizes are being constructed as detached

dwellings, and not solely the largest 4+ bedroomed properties.

2.12 The average time on the market illustrates the relative health of different
markets across the country. In London the time on the market is close to four
weeks while away from the capital it is over nine weeks, although it appears

the Midlands is now showing signs of improvement.

Figure 1.6: Average time of property on market (weeks); Source: Hometrack (August
2014) ml?\rgggyﬂrg on house prices set to remain in near term

2.13 Hometrack consider that boosting the housing supply to ease the pressure on
prices can only come from two areas; 1) more house building or 2) more
owners willing to put their homes on the market. The local reality is that a
sustained supply response to ease the current pressure on house prices looks
unlikely in the near term. The most likely outcome is that the pricing of new

supply will accelerate to a point where demand reduces and sales levels

14



decline. At this point, agents will need to start re-aligning prices to maintain

turnover and income?°.

2.14 At avery local level, the Worcestershire Strategic Housing Market
Assessment (Appendix 2: Bromsgrove), published in 2012, spatially maps the
distribution of median house prices during 2010 and 2011 in Bromsgrove. It is
evident that rural areas command a significantly higher median price than
urban areas, especially in those areas that border the West Midlands
conurbation to the north of the District. The SHMA found that there was
general stability in house prices from sales between 2010 and 2011. The
Furlongs ward in the west of the district shows a slight increase, however this
it was argued was potentially reflecting a number of larger properties being
sold in that ward in 2011, compared with the previous year.

Figurel.7: Geographical distribution of median price paid (Worcestershire SHMA, 2012
(appendix 2) via Land Registry, 2031)

Key
[ A soundary

- 25 00

3 £27

. o0

-: exs 2010 201

2.15 Itis important to establish the effect general affordability (section 4.0) and the
rate of development (section 5.0) in Bromsgrove District is having on house
price growth.

20
21

Hometrack (2013) Pressure on house prices set to remain in near future
Due to the complexities involved in spatially analysing Land Registry data, this report has not been
able to plot 2012 data.
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2.16 Further detailed analysis of house prices is available in the recently published
Local Plan Viability Study (2014) and in particular Chapter Four: Residential
Property Market and the Affordable Housing Viability Assessment (2012) -

Appendix 3: Current and Projected Economic Conditions.

16



3.0 Rents

3.1 The NPPG indicates high and increasing rents in an area are a further market
signal of stress in the housing market. A significant amount of information on
this topic is already available in the Local Plan Viability Study (2014) and in
particular Chapter Four: Residential Property Market and in the Affordable
Housing Viability Assessment (2012) - Appendix 3: Current and Projected
Economic Conditions. This report does not seek to duplicate this information
but provide an overview of the current rental market, specifically focusing on
the private sector. To some extent affordable rents and social rents are

examined in section 4.0 under the general topic of affordability.

3.1 Average (median) private rents in Bromsgrove District during the period April
2013 to March 2014 were £625 per month, ranging from £460 per month for
one bedroom to £1,050 for a four or more bed house®?. Average rental values
in Bromsgrove District are overall 5% higher than the national average and
Bromsgrove District is currently the 165th (out of 371 areas) most expensive
local authority in which to rent in the country?®. This is broadly consistent with

the median rental price for England in 184™ position.

3.2  Unlike Land Registry and CLG house price data, the Valuation Office Agency
(VOA) statistics are only available for three years, but they show that median
rents in Bromsgrove District have increased 5% since 2011, compared with
4.4% nationally and 4.5% in Worcestershire. This highlights that affordability
within the private rental market sector has worsened in Bromsgrove District
albeit broadly in line with county and national trends. It is difficult to establish
why this trend is occurring in isolation of other factors. Similar to house prices,
it will be necessary to examine local housing supply to help build a picture of
why rental prices are increasing. Other factors such as problems accessing
finance since the recession might also be preventing new households from
owning properties; examining affordability problems in section three will be a

key indicator in this respect.

22\JOA Private Rental Market Statistics i March 2014 (tables 2.3, 2.6 and 2.7)
#VOA Private Rental Market Statistics i March 2014 (table 2.7)
17



3.3

Median Rent (£ per calendar month)

3.4

Whilst Bromsgrove appears to be mirroring the national average, Figure 2.0

shows 2-bed and 3-bed properties are commanding higher rental prices than

county, regional and national averages. This trend might be the result of low

levels of new build which is putting increased pressure on 2-bed and 3-bed

rental prices; analysis of rates of development will be useful in this respect.
Figure 2.0: Median Rent Values April 2013 to March 2014

(VOA Private Rental Market Values, 2014)
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The rental market does not appear to be demonstrating a strong market signal
as the increase in rental prices are broadly in line with those at county and
regional levels. Further detailed analysis of rents by some of the larger
settlements within Bromsgrove District is available in the recently published
Local Plan Viability Study (2014) and in particular Chapter Four: Residential
Property Market.
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4.0 Affordability

4.1  There are a number of different indicators of housing affordability, and the
ratio of house prices to income is a key indicator of the relative affordability
of home ownership. The ratio of house prices to earnings is one measure of
how affordable it is to buy a property. The higher the ratio, the less affordable

it is for households to get onto the property ladder.?*

4.2 The NPPG is useful in this respect as it guides local authorities to assess
affordability by comparing costs against the ability to pay. Measuring the ratio
between lower quartile house prices and lower quartile earnings is considered
an appropriate measure to assess relative affordability of housing.

Measuring Affordability

4.3 ltis also important to consider affordability using a measure that directly
addresses the implications of housing costs for living standards. For example:
1. Do families have enough to pay for their housing costs as well as other
essentials, such as food and transport?; and
2. Are housing costs taking up a large proportion of income that
households are having to cut back other essentials considered

necessary as part of achieving a basic standard of living??®

4.4  The cost of meeting a basic living standard is calculated by the minimum
income standard. This standard quantifies the cost of essentials that families
themselves deem necessary to participate in society, including food, drink,
clothing, transport and healthcare but does not include luxuries. Table 3.0
shows what families of different sizes typically spend on housing as a
proportion of their income in England. It particularly highlights the higher
proportion of income required to rent privately when compared to other

tenures.

* Pplease note that a significant proportion of households contain more than one earner and

consequently ratios based solely on individual earnings may overstate the extent of affordability
difficulties.
Resolution Foundation (2013) Home Truths: How af f ordabl e is housing for
working families? - www.resolutionfoundation.org/media/media/downloads/Home_Truths_2.pdf
19
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Couple Couple Couple Couple Single Single

with no with 1 with 2 with 3+ with no with

children child children children children children
Social 21% 21% 17% 16% 20% 22%
Renter
Private 33% 28% 27% 26% 38% 32%
Renter
Owns with o 0 0 0 0 0
Mortgage 22% 23% 25% 22% 31% 24%

Table 3.0: Housing cost to inconmatios by family type and housing tenure for low to
middle income households in England (Source: Resolution Foundation, Home Truths 2013
page 17; Note: the table excludes those who own their property outright)

Affordability levels

4.5  Figure 3.0 illustrates that housing affordability is a significant problem in
Bromsgrove District. Since 1997, the ratio of lower quartile house prices to
lower quartile earnings has been consistently high within the District. The ratio
for Bromsgrove has increased significantly during the period albeit with a
notable drop and plateau since the recession took effect in 2009. In 2012, the
lower quartile house price to earnings ratio was 8.89 in Bromsgrove District;
significantly greater than the national ratio at 6.45 and the Worcestershire
ratio of 7.43.

4.6 ltis clear that Bromsgrove is far in excess of the national ratio and it highlights
a significant constraint on peoplesdé abil
District, with house price increases far outstripping earnings increases. Putting
these figures into context, Bromsgrove District is currently ranked the 99th
least affordable District in the country (out of 362 authorities).
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Affordability Ratio

Figure 3.0: Lower Quartile Earnings to Lower
Quartile Values 1997 to 2013 (CLG Live table 576)
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R= Figures have been revised due to revisions in ASHE data.
P= Figures are provisional anday change when the table is updated next year to reflect revisions in

ASHE data.

4.7

4.8

The 6Home Tr ut h & 20Mkreport eMimatds a dedositoof
£47,000 is required to access an 80% mortgage to buy an average (mean)
priced house in Bromsgrove. The average deposit for an 80% mortgage in the
West Midlands is £34,676, with higher deposit levels than Bromsgrove only
necessary in Solihull, Warwick District and Stratford-on-Avon District.

The same study also undertook a benchmarking exercise to understand the
levels of income required for entry to different tenures in Bromsgrove, this
analysis can be seen in table 3.1. A household income of over £38,000 per
annum is required to purchase a lower quartile property (assuming a 3.5
income to mortgage ratio and a 10% deposit). In order to afford an average 2-
bed apartment within the authority, a household income above £26,000 per

annum is required (assuming that 25% of income is spent on rent).

% National Housing Federation (2014) Home Truths West Midlands 2013/14
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4.9

Affordability Benchmark

It is evident that with an average (median) gross annual income of £23,364%,
many residents wanting to buy a property in Bromsgrove on their own will
struggle to access anything other than affordable rented (2 bed dwelling) and
social rented properties without considerable deposits.

Annual Income required in

Bromsgrove

To Purchase LQ house (10% deposit) £38,375
To Privately Rent LQ 2 bed dwelling (25% income) £27,034
Privately Rent 3 bed dwelling (25% income) £33,142
To access a 2 bed Affordable Rent (80% of market

: . £21,627
value) dwelling (25% income)
To access a 3 bed Affordable Rent (80% of market

: : £26,513
value) dwelling (25% income)
To access a Social Rent dwelling (25% income) £16,628

Table 3.1: Affordability benchmarks Annual Income required

4.10 Considering the rate of change in the measure of lower quartile earnings

compared to lower quartile house prices in Bromsgrove District over time,
indicates trends of increasing house prices against wages. The affordability
ratio has increased by 90% between 1996 and 2013 compared to 81%
nationally. Commentators would argue this is a function of housing demand
outstripping housing supply in Bromsgrove District, for example, the National
Housing Federation state that a historic lack of supply has priced out local
residents of Bromsgrove District who earn lower quartile wages from living in
the District.

Relationship to other market signals and factors

4.11 The 2012 Affordable Housing Viability Study ?® recognises that while there is a

strong causal link between affordability and housing market prices, other
market conditions, and particularly the cost and availability of finance
(including interest rates), are also important factors driving house price

inflation.

27

Home Truths West Midlands, February 2014 via Annual Survey of Hours and Earnings (ASHE),

Office for National Statistics (ONS) 2012

28

Levvel (2012) Affordable Housing Viability Study - Appendix 3: Current and Projected Economic

Conditions
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4.12 The assessment believes the sub-prime crisis in the USA which led to an
international recession is proof that house prices generally and the prices of
starter homes in particular, had reached an unsustainable level. In order to
enable affordability to return to the market, further falls in prices are required.
The Affordable Housing Viability Study stated,ii f we are to return
suggested 3.5 times income analysis then prices in the UK would need to fall
a f ur t hRButtinglhds Wi a local context and using latest data (as
illustrated in table 3.0), it would appear that either the average (median) gross
annual income for Bromsgrove residents would need to increase
approximately 65% to allow persons to purchase a lower quartile property, or
the average (median) lower quartile house prices would need to decrease by
approximately 40%. The level of change required is so substantial that it
would require very high levels of housing supply across the entire housing
market area and potentially beyond, supported by favourable macroeconomic

factors and planning conditions.
4.13 The affordability problem in Bromsgrove appears to reflect the situation, on

average, in the West Midland and England, however it demonstrates a

significant market stress.
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