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1. INTRODUCTION
Overview

1.1 Thames Gateway South Essex Housing Group, comprising housing officers from the five local authorities of Basildon, Castle Point, Rochford, Southend-on-Sea and Thurrock and five Registered Social Landlords, has commissioned GVA Grimley to prepare a Strategic Housing Market Assessment (SHMA) for the Thames Gateway South Essex (TGSE) sub-region.

Purpose

1.2 PPS3: Housing identifies the importance of understanding sub-regional housing markets, and taking into account market information when developing planning policies for housing provision. Strategic Housing Market Assessments (SHMAs) are intended to achieve this. They are to be a key mechanism for considering the mix of housing required, and together with Strategic Housing Land Availability Assessments (SHLAAs), are intended to inform the level of future housing provision. These assessments are intended to inform Local Development Frameworks (LDFs) and future revisions to Regional Spatial Strategies (RSSs), as well as regional and local housing strategies. For the TGSE sub-region the SHMA is required as a core element of the evidence base for the districts’ LDFs and is to inform preparation of the Sub-Regional Housing Strategy. 

1.3 SHMAs are intended to be prepared for ‘functional’ sub-regional housing markets, which often transcend administrative boundaries. The five local authorities in the sub-region have come together as a Housing Market Partnership to prepare the SHMA. 

Key Research Questions 

	Stage 
	Step
	Research Questions

	Current Housing Market
	1. The demographic and economic context
	· What is the current demographic profile of the area?

· What is the current economic profile?

· How have these profiles changed over the last 10 years?

	
	2. The housing stock
	· What is the current housing stock profile?

· How has the stock changed over the last 10 years?

	
	3. The active Market
	· What do the active market indicators tell us about current demand, particularly house prices/affordability?

· How has demand changed?

	
	4. Bringing the evidence together
	· How are market characteristics related to each other geographically?

· What do the trends in market characteristics tell us about the key drivers in the market area?

· What are the implications in terms of the balance between supply and demand access to housing?

· What are the key issues for future policy/strategy?

	Future Housing Market
	1. Indicators of future demand
	· How might the total number of households change in the future? How are household types changing, eg is there an aging population?

· How might economic factors influence total future demand?

· Is affordability likely to worsen or improve?

	
	2. Bringing the evidence together
	· What are the key issues for future policy/strategy?

	Housing Need
	1. Current housing need
	· What is the total number of households in housing need currently (gross estimated)?

	
	2. Future need
	· How many newly arising households are likely to be in housing need (gross annual estimate)?


	
	3. Affordable housing supply
	· What is the level of existing affordable housing stock?

· What is the likely level of future annual supply?

	
	4. Housing requirements of households in need
	· What is the current requirement for affordable housing from households in need?

· What are the requirements for different sized properties?

· How is the private rented sector used to accommodate need?

	
	5. Bringing the evidence together
	· What is the total number of households in need (net annual estimate)?

· What are the key issues for future policy/strategy?

· How do the key messages fit with the findings from analysis of the current and future housing market?

	Housing Requirements of Specific Household Groups
	Families, Older People, Minority and hard to reach households and households with specific needs
	· What are the housing requirements of specific groups of local interest/importance?

	
	Low Cost Market Housing
	· What is the scope for addressing demand through the provision of low cost market housing?

· What is the scope for addressing need through the provision of intermediate affordable housing?


2. DEFINING SUB-REGIONAL HOUSING MARKETS
Functional Housing Market

1.4 A single functional sub-regional housing market can be defined across Thames Gateway South Essex, stretching from the M25 along the Thames Estuary to Southend and Shoebury. 

1.5 The area is served by common east-west road and rail corridors, and demonstrates similar characteristics in terms of house prices, house price growth and socio-economic characteristics, albeit that there is some distinction between urban/ rural areas and the larger and smaller towns. There are strong inter-dependencies between the towns in the sub-region in terms of household movement and travel to work patterns.  These factors support the identification of a single sub-regional housing market. 

London’s Influence

1.6 London has a strong influence on the sub-regional housing market, with 21% of working residents employed in London and significant movement of households from London and East London to the sub-region. House prices in TGSE are relatively low in a regional context and this supports movement of both first-time buyers and households looking to step up the housing ladder to the sub-region. 

1.7 Main housing sub-markets can be identified based on the larger urban areas of Basildon, Southend-on-Sea and Thurrock. Purfleet and Averley, Billericay and South Woodham Ferrers fall within areas of overlap with surrounding housing markets. 
3. STRATEGIC AND INVESTMENT CONTEXT
Government Policy

1.8 Government policy plays a significant role in the housing market at both the national and local levels. National policies focus on delivering sustainable, mixed communities ensuring that everyone has the opportunity to live in a decent home which they can afford in a community in which they want to live. 

1.9 There is a strong, current, national focus on increasing housing supply overall and delivery of affordable housing. This is to be balanced with provision of jobs and supported by infrastructure delivery. 

1.10 Supporting policies promote increasing environmental standards of new development and design quality. 

Thames Gateway

1.11 Thames Gateway is a Growth Area and national regeneration priority and this is reflected in the scale of development and investment planned across the sub-region. There is a particular focus on improving employment opportunities to deliver a better balance between homes and jobs to manage and reduce demands on the transport network. 

Sub-Regional and Local Policy

1.12 Within the sub-region, Basildon, Southend and the Thurrock urban area are identified as Key Centres for Development and Change, with the sub-region designated a Priority Area for Regeneration and Regionally Significant Employment Location in the East of England Plan. Thames Gateway is also designated the country’s first Eco-Region. 

Regeneration Initiatives

1.13 Housing growth proposals are supported by significant planned investment in economic regeneration, transport (including both public transport and road schemes), town centres, social and green infrastructure provision. Planned investment intends to deliver the urban renaissance of the main towns across the area. 

4. DEMOGRAPHIC & SOCIO-ECONOMIC PROFILE
Population Structure 

1.14 The population structure is average across the sub-regional housing market. It is not particularly ethnically diverse, albeit that the ethnic minority population is growing. The profile of households is similar; but with slightly higher levels of single persons and married couples than the region as a whole. 29% of households are one-person, 30% families with dependent children, and 25% pensioner households. 

Population Growth

1.15 The sub-region as a whole has experienced steady population growth. The rate of growth has however been below average for the region: over the last fifteen years the sub-region’s population has grown by 5% compared to 9.5% regional growth. Household growth has been a consistent 10% per decade since 1981. 

1.16 Population growth has resulted from a combination of natural growth (more births than deaths) and domestic migration, particularly from East London. Since 1999, net migration from East London to the TGSE Housing Market has averaged a considerable 7,825 per annum. The sub-region has hence been fulfilling a key role in meeting demand from households looking to move out of London, supporting the London housing market. 

Socio-Economic Profile

1.17 The socio-economic profile (which is influenced by the sub-region’s housing offer) is however more narrow than in other areas, and is biased towards lower-paid socio-economic groups as well as skilled trade occupations. This reflects the housing-quality of place offer and employment profile. Planned housing growth and wider regeneration activities provide an opportunity to address this. 

Housing Offer

1.18 Within the sub-regional housing market, different areas play different roles in providing housing choice. There are clear relationships between the three primary urban areas (Basildon, Thurrock and Southend) and the smaller settlements and rural areas. These provide a different and to some degree complementary housing and quality of place offer. 

1.19 Southend and Rochford have a more rounded housing offer than the other local authorities, with complementarities between the two. Castle Point is in a similar situation. The housing offer in Thurrock and in Basildon New Town is more narrow, and should be developed. Across the sub-region, the trendy flatted and urban living offer to appeal to younger households is somewhat under-developed. 

1.20 Deprivation is above average for the region in the TGSE housing market. Sub-standard education and skills is a key contributory factor to this; although it is also influenced by the housing-quality of place offer. School performance is below average and will need to be improved as part of any strategy to diversify the housing offer. 

1.21 Thurrock has a narrower housing offer and socio-economic profile than other parts of the sub-regional housing market. It comprises predominantly family households but focused towards lower socio-economic groups. 50% of resident households are either “hard pressed” or of “moderate means.” Reflecting above average deprivation, educational performance at local schools is below average. 

1.22 The supply of suitable housing development land in Thurrock has however been strong; and the area benefits from good accessibility (particularly by road). Rates of housing development and (related to this) population growth, have hence been stronger than in other areas. The area has been particularly attractive to families relocating from East London. 

1.23 The housing offer and socio-economic profile in Basildon are similarly more narrow than other areas, again with 50% resident households either “hard pressed” or of “moderate means.” There are above average family and lone parent households. These characteristics reflect particularly the New Town housing stock in terms of type and tenure. School performance is correspondingly below average. 

1.24 Basildon District has experienced moderate population growth, which has catered primarily for its own need (i.e. natural growth) as well as some limited international migration. This partially reflects below target levels of housing completions achieved. 

Inter-relationships

1.25 There are strong inter-relationships between Southend and Rochford, Rayleigh, Hockley and Benfleet. These areas appear to function collectively to provide a fairly comprehensive housing offer. The urban core provides more smaller housing (with 35% single person households in Southend) and an urban living offer, while the wider areas provide family and high-end housing. Compared to the Basildon and Thurrock sub-markets, this sub-market has a stronger upper and mid-market offer. This is borne out in terms of higher levels of persons employed in higher-level managerial and professional occupations. It is supported by stronger secondary school performance. 

1.26 Southend’s population has fallen over the last decade as a function of natural decrease and outward international migration. Limited new housing development, influenced by the high population density and limited land availability are likely to have contributed to this. The population of Castle Point and Rochford Districts have grown through domestic in-migration. 

1.27 The Southend sub-market has a higher older population compared to a younger family focus in the Basildon and Thurrock areas. The challenges that these factors bring are that while the population in relatively affluent areas in the east of the sub-region it is ageing where as in the west the problems are more socio-economic. 

5. ECONOMIC REVIEW

Economic Hubs & Relationship to London

1.28 Key economic hubs in the sub-region are Basildon, Southend and Thurrock and these form the foundation of the sub-markets identified. A strong relationship with London in terms of migration and travel to work is however an important component of the Sub-Regional Housing Market. 19% of travel to work journeys are to London with 71% self-contained within TGSE. Measures of productivity (which are below average) reflect this. 

Economic and Employment Growth

1.29 Employment growth has varied across the sub-region; but has been concentrated in the economic hubs. Employment growth of 10% over 1996 – 2006 period was below the regional average. 

1.30 There is however strong economic growth potential in the sub-region, supported by the Thames Gateway programme. Potential is greatest in west of sub-region: in Basildon and Thurrock. Accelerating employment growth will be important as a demand driver for the housing market. 

Key Sectors

1.31 Key economic sectors in the sub-region are wholesale/retail trade; transport, storage and communication; health and social care. The business activities and manufacturing sectors also large employers. Key growth sectors are construction, education, healthcare, and retail.  Each offers key opportunities for growth going forward. There is also potential to develop the transport, storage and communication; and financial intermediation sectors. The sub-region which has quite a strong economic base across a variety of sectors which will support supply-led efforts to develop its housing offer. 

1.32 Thurrock’s economy has restructured towards a lower-value base. It has a strong concentration of employment in transport, storage and communications; electricity, gas and water supply; and retail, and is likely to reinforce around these lower/mid-value sectors. With major economic proposals, most notably London Gateway, the economy is however likely to provide a significant impetus to housing demand. 

1.33 Southend’s economy is typically lower value but its performance is improving. It is service orientated, with above average representation in health and social work; financial intermediation; and public administration. There is potential for high-tech industrial growth associated with London Southend Airport, for development of educational (including higher education) facilities and development of the tourism and retail sectors with Town Centre regeneration. These will support demand for a broad range of housing products. Economic activity is below average in Castle Point. 

1.34 Basildon is the strongest sub-regional economy in the sub-region and has witnessed the most significant growth. However it needs to restructure housing offer to capture the benefits of higher-skilled jobs; whilst a significant proportion of job growth will be mid/low skilled reinforcing demand for existing housing. 

6. HOUSING STOCK AND SUPPLY TRENDS
Ownership and Tenure

1.35 The TGSE sub-regional housing market has above average private sector ownership at 85%. Three quarters of resident households are owner occupiers. A below average affordable housing sector makes it difficult to meet housing need under current market conditions. 

1.36 There are 43,500 social sector and shared ownership properties in the housing market, which represents 15.3% of the total housing stock. 

1.37 The profile of housing stock is focused particularly on cheaper and mid-market housing. The size profile shows above average 2 and 3 bed properties. Flats and maisonettes are however more prevalent than average which is particularly a reflection of a concentration of flats in Southend-on-Sea. The sub-region contains a higher proportion of Bands B & C properties. The offer at the top of the market, in terms of detached properties and highest Council Tax Bands, is currently below average.

Vacancies

1.38 The level of vacant properties at 3.1% is above the regional average, but reflects a higher concentration of vacant properties in Southend-on-Sea. Turnover is average at 5-6% and there is evidence that the population is becoming more stable. Second home ownership is limited. 

Supply

1.39 While there has been an upward trend in housing completions across the housing market, housebuilding still stands below the levels which were being achieved in the late 1990s despite the policy priority provided by the Growth Agenda and strong market conditions over the last decade. Low housing starts and completions in 2006/7 and the recent turnaround in market conditions indicate that completions are unlikely to accelerate in the short-term. 

1.40 Over the next five years, projected completions in Thurrock and Southend-on-Sea only just exceed RSS housing targets. In the other local authorities, it is unclear whether a five year residential land supply in terms of deliverable sites can be achieved. There are clear delivery risks to housebuilding in the short-term related to current housing market conditions. 

1.41 Delivery of new affordable housing has been relatively poor historically, although this has picked up over the last three years. Declining levels of right-to-buy sales will also help to ease pressures on the social sector in the near-term. 

1.42 The Thurrock and Basildon sub-markets contain an above average proportion of social rented properties. While Southend-on-Sea has a lower proportion of social rented properties at 12%, it has a significantly higher level of private renting than in other areas (14% in 2001). 

1.43 Thurrock’s housing stock is predominantly terraced and semi-detached, with a focus on the lower end of the market and family housing. It has an above average proportion of properties in lower Council Tax Bands. 

1.44 Thurrock however has a strong record in housing delivery in absolute terms, delivering 777 completions per annum – a level significantly higher than any of the other authorities in absolute terms – and making a significant contribution to the sub-regional supply total. With the strongest supply pipeline; there is good potential to develop its housing offer. 

1.45 Basildon contains the largest concentration of social rented properties in the housing market in the New Town neighbourhoods. These are associated with concentrations of deprivation and include an over-representation of 3-bed terraced properties. However across the District, the housing offer is more balanced. 

1.46 Levels of housing delivery in Basildon have been relatively low against the housing requirement, partly reflecting a lack of certainty regarding the status of potential development sites and influenced by a degree of imbalance between the mix of housing sites (focused towards an emerging urban living market in town centres) and the current demand profile (more strongly orientated towards family housing). Basildon has however achieved quite strong delivery of affordable housing, although this particularly reflects delivery of estate renewal programmes (e.g. Five Links). 

1.47 Southend-on-Sea contains a lower proportion of social rented properties (12%), above average private renting and flatted accommodation (linked partly to the sub-division of larger properties). It contains the largest proportion of 1 and 2-bed properties of the five local authorities. It has the highest level of vacancy at 4.8% indicating some potential to better use the existing stock to meet market demand. 

1.48 Within the housing market, a higher end housing offer is provided in Rochford District, in Benfleet, Billericay and Wickford. Overall Castle Point and Rochford districts have higher levels of 4-bed properties, and a housing stock biased towards detached and semi-detached housing. This plays a complementary and supporting role to the main economic centres of Basildon, Thurrock and Southend. 
7. PRIVATE SECTOR ACTIVE MARKET
Attractions

1.49 The TGSE Sub-Regional Housing Market offers housing at a noticeable discount to other parts of the greater South East region. This makes it attractive to households from outside of the area looking to upgrade; and to first-time buyers priced out of other housing markets (and particularly London). 

Profile

1.50 The housing offer and the market locally are both fairly traditional; the demand profile is biased towards family housing. Demand is strongest for three and four bed semi-detached and terraced properties.  The level of demand for 1-bed properties at one end of the spectrum, and the largest 5(+) properties at the other is less strong than in other parts of the region. The housing offer is actually quite narrow, focused in the £100,000 - £300,000 price bracket. 

Locational Characteristics

1.51 The demand profile is fairly segmented by location with the urban areas catering particularly for younger households and those on lower incomes; while the smaller towns provide larger properties and strong quality of place. Different towns actually provide a complimentary role to each other within the sub-markets. 

Private Sector Market Conditions

1.52 Current housing market conditions in which affordability of market housing is a significant barrier to those without equity is a limiting factor on demand for market housing. The premium typically attached to new-build properties means that these are particularly attractive to prospective in-migrants, particularly from London. Affordability pressures have instead pushed demand towards the private and social rented sectors. 

1.53 Current market conditions have caused a slowdown in the market. In the short-term this is supporting demand in the private rented sector as prospective purchasers defer from buying. 

1.54 The housing offer overall (in terms of the range of products on offer and broader quality of place) is stronger within the Southend sub-market than for Basildon and Thurrock. There is potential in these latter areas to develop the housing offer through the regeneration programme where supported by broader investment in quality of place. 

1.55 The focus of demand in Basildon, Thurrock, Canvey Island and South Benfleet (reflecting the current housing stock) is for entry-level family housing. This is attractive to first-time buyers in the sub-region and looking to move from East London as well as those working locally in low-to-mid skilled employment. 

1.56 Billericay, Hockley and Rayleigh contain more expensive housing which is attractive to existing households in the sub-region looking to upgrade; and established households moving out of London. Good school performance and overall quality of place are important drivers for this. There is strong current demand in these areas and for the larger products which have witnessed stronger price growth than other parts of the housing market. 

1.57 Across the housing market, the affordability of market housing is worst in Rochford and Castle Point. It is lowest in Thurrock, but still severe in a historical context. Overcrowding is above the regional average in the main urban areas but above the national average only in Southend. 

1.58 Significant regeneration programmes, including Town Centre developments in Basildon and Southend and the London Gateway proposal in Thurrock are expected to support growth in the private rental sector over the medium-term. Growth of the University may also support this in Southend.
8. SHORT TERM MARKET OUTLOOK
Current Market Dynamics
1.59 The annual rate of house price growth has been double digit for the last decade running in excess of earnings growth.  This has been supported by a market with rising demand and healthy economic conditions and with limited new housing supply.

Sub-Prime

1.60 The housing sub-prime issues in the USA and subsequent global ‘credit crunch’ has changed the financial landscape both internationally and in the UK.  It has proved over-optimistic to assume that this is a ‘blip’ with normal service swiftly resumed.  House price growth decelerated in the second half of 2007 after prices peaked in October.  As at May 2008, house prices were 6.7% lower nationally than the October 2007 peak.  Mortgage approvals were 49% lower than in the same month the previous year.  The national picture is replicated in the TGSE Sub-Region, albeit that house prices remain (currently) higher than a year ago.

Inflation

1.61 A key difference between the current downturn and previous ones is that inflation remains low in comparison to the 1970s and late 1980s/early 1990s.  A fall in real terms requires a much larger slowdown in the market than would have been the case previously.  As a result of strong house price inflation over the last decade, prices in real terms are now well above the long-term trend.  The house price to earnings ratio climbed steeply during the late 1990s and 2000s and by the end of 2003 was historically high throughout much of the UK.  Affordability remained relatively stable from the mid-1990s to 2001.  However there has been a sustained deterioration in affordability over the last five years and house prices are now their most unaffordable since 1991.  The housing market is vulnerable to the effects of the financial shock that has recently occurred.

Impacts

1.62 There is little evidence of enforced sales and still a relatively low level of mortgage arrears and repossessions.  Nevertheless, repossessions will rise during 2008 albeit that we do not envisage the levels of repossession experienced in the early 1990s.  There is some evidence that the TGSE area is more at risk than other parts of the South and East with higher levels of sub-prime mortgage lending.  This reflects the relatively lower cost of housing compared to London and other parts of the South East which has made the sub-region attractive for first time buyers over the last few years.

1.63 A notable downturn is underway resulting from a range of factors including high house prices related to earnings, a sharp reduction in the availability of credit and wider inflationary pressures linked to food and fuel price rises.  Over the last 9 months we have witnessed a tightening of lending criteria and a significant withdrawal of mortgage products for first time buyers and those re-mortgaging (based on the increases in LIBOR rate).  This has most effect on marginal buyers in the UK (FTB and buy-to-let investors).  Reductions in the base rate and mortgage interest rates charged by the banks and building societies has had a limited effect.  Inflationary pressures are also having a direct impact on housing affordability with a decline in real earnings over the last year (4% earnings growth against 3.8% growth in the Retail Price Index (over 9% growth in fuel prices and 7% for food).  These factors have led to the softening of the housing market in terms of average values and transactional activity since mid-2007, with consequent re-alignment of house builders construction and completion rates and a wide-scale withdrawal from more risky regeneration markets.

1.64 There remain a number of positive features.  Unemployment is historically low and employment continues to rise (at present).  House price falls over the rest of 2008 will improve affordability in 2009 and prices should begin to move back towards their long-term trend rate.  2010 should see prices stabilise as improved affordability, pent-up demand and a more stable economic climate become apparent.

1.65 In the longer term, household change and population growth are the major determinants of housing demand.  The UK population is set to rise by 0.4% pa over the next decade, with the number of households rising by 0.9% pa (211,000 households per annum).  Decreases in the average household size from nearly 2.5 per household (1991) to 2.3 (2006) and projected 2.1 in 2026 has clear implications for the amount, type and size of housing that may be demanded.

Construction

1.66 Housing completions over the last 50 years have averaged 214,000 per annum with a reduced level of activity since the early 1980s (158,000 pa from 1982-2006).  The last 15 years has seen a stable level of completions, although in the last six years there has been a gradual increase to around 175,000 dwellings completed in 2007.  The Government’s housing target of 240,000 units pa by 2016 will be difficult to achieve (even without recent market constraints).

1.67 A step change in construction activity is required at the national level, with similar requirements at the regional and local levels.  The longer term outlook for house prices is therefore positive given limited supply of new developments and the growing long-term demand fuelled by rising population and household formation.  Our expectation for nominal long-term house price growth is 4-5% pa.

9. FUTURE HOUSING MARKET
Influences

1.68 Housing demand is influenced by levels of new household formation and migration movements.  New household formation is influenced by the local population structure and by the availability and affordability of suitable housing.  There is a close relationship between housing demand, supply and affordability.

1.69 A further factor is spatial scale.  Housing market dynamics are influenced by macro-economic factors such as interest rates and finance availability, the strength of housing market as an investment and by differentials in demand and supply.  Spatial variations in house prices reflect economic performance and relationships with economic centres, the relative attractiveness of different locations and places to live.

1.70 Planning for housing provision inherently needs to adopt a longer-term perspective to meet demand from household growth and set a framework for a timespan of fifteen years or more.
1.71 The various strands of analysis indicate that housing demand in South Essex is projected to be strong, both as a result of internal economic growth in the sub-region, and from demand displaced from London and particularly from East London.

1.72 The modelling undertaken indicates potential demand for 62,100 homes resulting from delivery of the 55,000 jobs target if commuting patterns remain consistent with today in proportional terms (i.e. 70.7% self-containment with 21% of trips to London). 
1.73 The work undertaken highlights the difficulties which the East of England RSS strategy presents, in terms of the scope to reduce commuting into London and East London given stronger employment growth which exceeds projected growth in the resident labour force associated with housing delivery. The implication is of continued demand pressures across the London, the East of England and South East regions, particularly in areas which are well connected by the transport network.

1.74 We expect continued housing demand pressures in these areas over the medium to long-term. If growth is not achieved, housing may constrain the availability of labour and hence levels of economic growth and will continue to contribute to affordability pressures. 

Housing Mix

1.75 Our approach to considering housing mix integrates an analysis and understanding of market signals, economic and demographic trends with affordability drivers.

1.76 Projected demographic trends are expected to alter the age profile of residents in the TGSE area. The proportion of the population aged over 65 is expected to grow from 16% to 21% over the 2006-26 period. Those aged 50-64 are also expected to increase in proportional terms, with decline in other groups.  Stronger housing supply and economic growth may support in-migration of younger households which may moderate the projected changes set out. However an ageing population remains a key trend, not just in this sub-region but across the region and the country.

1.77 The key trend is an increase in single person households: over the twenty year period, the number of single person households is expected to increase by 47%. This compares to a projected 19% growth in all households; 6% growth in married or cohabiting couples; 10% growth in lone-parent households; and 13% growth in other multi-person households.  We would expect a high proportion of the growth in single person households to result from more single persons aged 55 or over.

1.78 Size of dwellings relates more to age and wealth than it does to the sizes of households. Households typically build up wealth through the course of a lifetime. Using a lifecycle model, households may start with smaller housing but progress up a housing ladder over the course of a lifetime looking for larger properties when they have children and when they are able to afford to do so. As they age and children move away from home, many households choose to remain in their existing housing rather than downsize.  
1.79 Across TGSE 75% of households under-occupied their home in 2001. There is typically no direct relationship between house size and household size in the private sector. The social sector is more regulated in that housing is allocated in relation to the housing size required, but it is still possible for households to underoccupy larger housing.

1.80 Housing and planning policies have little influence over who occupies housing, particularly in the private sector. A robust approach to providing for the mix of market and affordable housing should hence, in our view, be focused on providing a balanced mix of housing and resolving shortages in provision with regard to the existing supply.  There is merit in providing a choice of appropriate housing for older people, which may encourage some to downsize or move into accommodation more appropriate for their needs, thus releasing a supply of larger housing for younger households. This will help to make best use of the existing stock. 

1.81 The analysis shows that the profile of households is strongly skewed towards less well off groups in Basildon and Thurrock (with over 50% households classified as hard pressed or of moderate means).  In contrast in Castle Point and Rochford these groups account for around 10% of households, with over 35% households classified as wealthy achievers. Southend currently has the most balanced housing offer, with a high proportion of middle-income ‘comfortably off’ households. 

1.82 The need for a balanced approach to housing provision remains, providing a choice of housing to meet the requirements of a range of occupational groups. 

1.83 Market signals indicate that the focus of demand in the sub-region remains on entry-level and mid market family housing (2/ 3 bed), particularly to the south of the A127. To the north of the A127 are areas of higher value-housing, where there remains demand for larger properties from those in well-paid managerial and professional occupations.  There are significant plans across the sub-region for regeneration including developing town centre / urban living associated with introducing a wider mix of uses into town centres. 

1.84 Place-making interventions across the sub-region are critical to supporting housing demand and attracting people to live in TGSE’s communities. The availability of jobs, good shopping and leisure facilities, good schools and parks will all help to attract people to live. Raising the quality of place, particularly in Basildon and Thurrock, will also be key to diversifying the housing mix. 

1.85 The housing market in the sub-region is predominantly for houses. The market for flats is currently quite under-developed in South Essex relative to other towns in the South East and Eastern regions. This is a market sector which is also particularly at risk from the current market downturn.

10. HOUSING NEEDS ASSESSMENT
Definition

1.86 Housing need is defined as “the quantity of housing required for households who are unable to access suitable housing without financial assistance.”  An up-to-date assessment of housing needs is a statutory requirement to inform planning policies for the delivery of affordable housing. 

1.87 Affordable housing includes social-rented housing and low-cost housing but not low-cost market housing. Its purpose is to demonstrate that need for affordable housing cannot be met by the current housing stock or existing planned provision, and that therefore additional affordable housing is required. 
1.88 The housing needs assessment provides estimates of households in need based on households who are assessed to be in reasonable preference groups.
Levels of Need

1.89 Levels of housing need in absolute terms are strongest in the larger local authorities of Thurrock and Basildon. These areas have high planned levels of housing delivery. In Southend and Castle Point in the east of the sub-region, levels of housing need are particularly strong relative to existing housing targets. 

1.90 Annual estimates of housing need in this context are not directly comparable with housebuilding targets. The correct comparison with this would be the level of newly-forming households who cannot meet their needs in the market. This is circ. 50% across the sub-region. 

1.91 The needs analysis represents a snapshot picture of current affordability issues. A critical factor is that the ability to meet housing need is determined by the level of existing affordable housing, which reflects past investment decisions. 

Pressures

1.92 Analysis indicates that there is greater pressure currently for general needs properties than for older persons/ sheltered housing in the social sector. It demonstrates stronger pressure for older persons housing in Thurrock particularly and Southend than in the other local authorities. In absolute terms demand is greatest for smaller property sizes. For four of the authorities, 45% of those on waiting and transfer lists for general needs properties require 1-bed properties; and 33% require 2-bed properties. 18% require 3-bed properties and 4% properties with four or more bedrooms.  
1.93 In Rochford, the greatest pressures are for larger properties with three and four bedrooms.  In Basildon the greatest pressures are for four bedroom properties. The local authority already has a large supply of 3-bed terraced homes in the New Town. In Southend there are very acute demand pressures for properties with four or more bedrooms, and strong pressures for three-bed properties as well.  In Thurrock, the demand pressures in contrast are greatest for one and two-bed properties. In Castle Point District, demand pressures are greatest for larger properties with four or more bedrooms for which there have been no lettings over the past three years. Demand for two- and three-bed properties is greater than for one-bed.
1.94 It has proved difficult to assess property size requirements for older persons housing as there is a lack of consistent lettings data by bedroom size for older persons/ sheltered housing. The overall picture however is one in which demand is currently stronger for general needs properties. This may partially reflect issues with the quality and suitability of housing for older persons. We understand however that across the sub-region there is a strong aspirational demand for 2-bed units which get taken up very quickly when they become available. 
1.95 The potential scale of the intermediate housing market (using the narrow definition) ranges from 23% in Basildon to 32% in Southend.  The intermediate housing market, based on this definition, includes both intermediate housing products and the private rented sector.

1.96 These two sectors compete to a strong degree for the same market, with product differentiation the key difference between them.  The potential for the intermediate housing market has clearly grown as house prices have grown, and at a more significant rate than private and social sector rental levels.

1.97 Recent changes in the market which have increased access difficulties to housing purchase for young buyers are likely to support demand for both private renting and intermediate housing products, including shared ownership and equity. 

11. HOUSING REQUIREMENTS OF OTHER GROUPS
Older People

1.98 In TGSE the population of retirement age was 106,000 in 2006. By 2026 there are expected to be 50,000 more people aged over 65, representing growth of 47%. It is the oldest age groups which are expected to grow strongest, with 62% growth in the population aged 75 or more and 90% growth in the population aged 85 or more from a 2006 base. This growth will increase the share of the total population over retirement age in the sub-region from 16.4% in 2006 to 21.3% in 2006.

1.99 Strong growth is expected in those aged 65-69 between 2006-11 which then translates into growth in 70-74 year olds between 2011-16 and 75-79 year olds between 2016-21.  In all five local authorities the older population is set to increase significantly over the next twenty years. In terms of the timing of this increase, the 65-69 age groups is expected to increase most significantly over the 2006-11 period, and this then follows through to subsequent age groups in the following years.

1.100 The growth in the population of retirement age is strongest in Castle Point and Rochford, and lowest in proportional terms in Southend. In absolute terms growth is expected to be more significant in the larger authorities of Basildon, Southend and Thurrock. Looking more specifically at the population aged 85, this is expected to more than double in size over the twenty year period in Basildon, Castle Point and Rochford and grow by 95% in Thurrock.
1.101 The majority of household growth in the period to 2026 is expected to be of single person households. Based on national and local demographic trends a high proportion of this is likely to be growth in single person households of pensionable age.

1.102 Mainstream housing in both public and private sectors is likely to remain the main means of meeting demand from a growing older population. There is a clear need to ensure that mainstream housing remains suitable for people’s needs as they grow older.
1.103 Some vulnerable individuals will however require support or bespoke housing solutions. The levels of support which older households will require will depend on their fitness and mobility and to a degree their age.

1.104 There may be opportunities to support some older households to downsize to release supply of larger family housing for younger families. For some households high heating and other housing costs or mobility problems may make a move to a more manageable property a practical step. For other “asset rich, income poor” households it may be a method of releasing equity to support their retirement and leisure activities. However this will be dependent on the availability of attractive, suitable housing in the right locations which provide access to friends and family.  
1.105 There may also be a limited scope for provision of shared ownership products, appropriately targeted. Schemes will need to be affordable and flexible to changes in household circumstances.

1.106 There is a significant growth in need for bespoke extra care housing solutions to support a growing elderly population, and particularly strong growth in the population aged over 85.

1.107 Essex County Council’s Older People Strategic Review recognises this and identifies: an increase in demand for services for older people; an increasing number of frail elderly needing a higher level of support; and the need for more ‘Extra Care’ provision in the future.  
1.108 There will be a sharp growth in demand for specialist housing given the projected increase in population in the older age cohorts (75+ and 85+). However quality, choice and location will be key to demand for individual schemes: space standards should be sufficient to allow for flexibility, for socialising, for dining together and for welcoming visitors; and to accommodate the possessions which older people have built up over a lifetime. We would suggest that demand for bedsits is likely to be limited, and that two bedroom properties should be considered a minimum.

Students

1.109 It is likely that the number of properties in Southend required in the future in the private rented sector through direct lets to landlords for second and third-year students will increase as more students progress into the second and third years of their courses. The scale of the impact may though be limited. With plans to build 600 bedspaces and expected growth in student numbers by 820 to 2012, we might expect some impact on demand in the private rented sector. 

1.110 Looking at the wider context, current market conditions are supporting growth in demand for the private rented sector as would-be first-time buyers defer from purchasing, and others are priced out of the market. This is supporting rental growth as identified. 
1.111 The investment context, given a change of lending criteria, concerns over the direction of travel of house prices, and low market confidence are not likely to lead to significant growth in the size of the private rented sector which is characteristically supply-driven in the short-term. Nevertheless, over the longer-term we expect new town centre apartment provision in Southend to be attractive to an investment market. 

1.112 Student lets are an attractive proposition to landlords due to the higher rental income that can be obtained per property. The short-term effect may therefore be to increase rents in the private rented sector. Current trends indicate that the number of landlords approaching the University wishing to let to students is increasing. 

1.113 In the further education sector the impact on the housing market of trends is limited, as the majority of students are existing local residents.

1.114 A number of the FE Colleges have expansion plans. This includes an expansion of Prospects College campus in Basildon to accommodate another 350 pupils; and the proposed development of a new Town Centre Campus in Basildon for East Essex College, Prospects College and Seevic College. This will provide foundation degrees by 2012. Neither Prospects College or Palmers College have plans for the development of student accommodation and do not believe that their development will have any notable impact on the housing market. 

BME

1.115 The population from Black or Minority Ethnic groups in the sub-region is relatively small but has been growing. There is anecdotal evidence of movement of BME households from London into the sub-region and of an increasing migrant population from EU Accession countries in Eastern Europe, with some of the latter group living intensively in multi-occupancy households.

1.116 Differences in ethnicity do not mean that socio-economic characteristics or housing requirements necessarily differ from the White British population.

Gypsies and Travellers

1.117 Local authorities are required to make provision for sites/ pitches to meet identified needs of Gypsies and Traveller communities. The East of England Plan identifies an urgent need to address a shortfall of sites for Gypsies and Travellers.  
1.118 Beyond 2011 the RSS policy states that provision across the Region should be made for an annual 3% increase in the level of overall residential provision (to be calculated from overall planned provision in 2011).

1.119 The local authorities across the TSGE sub-region recognise that there is a shortfall in authorised pitches for Gypsies and Travellers. However the level of provision proposed in the RSS Single Issue Review is not supported by all of the local authorities and should not be regarded as an accepted policy position.

12. CONCLUSIONS AND RECOMMENDATIONS
1.120 The Strategic Housing Market Assessment forms one of the inputs into determining housing requirements and residential land supply in LDFs. Local Planning Authorities also need to consider what level of suitable land can be brought forward for development, informed by Strategic Housing Land Availability Assessments (SHLAAs).
1.121 If delivery of 55,000 net additional jobs is achieved, this would support housing demand for 62,100 homes – 40% above current RSS levels – if commuting patterns remain as today. This is an economic-led growth scenario but is not unrealistic in our view.

1.122 From another perspective, if commuting patterns remain consistent to today we might expect employment growth of only 31,200 (57% of target) if current RSS targets are maintained. This highlights the reciprocal relationships between housing growth, economic growth and commuting patterns.

1.123 The  current policy position however emphasises that the potential for employment growth to result in reduced out-commuting, contributing to improved sustainability of the sub-region. 

1.124 Our assessment of housing and economic growth in London and East London suggests that supply constraints on housing growth in London are likely to mean that parts of the East and South East regions are likely to continue to play a role in supporting the economy in London and East London by providing residential environments which house people working in the capital.  We would expect this to continue to contribute to demand pressures in areas which are accessible to London and East London. 

1.125 It is important that local partners recognise the reality of demand pressures across the greater South East linked to strong economic performance and demographic growth. However the appropriate policy response is at the national and regional levels. A national and regional solution is required. 

Maintaining Housing Delivery Rates 

1.126 In the short-term the potential to maintain or improve rates of housing delivery may be curtailed by the current housing market and economic climate. The reasons behind this have been explored and catalogued. While the affordability of market housing may remain stable or improve, there is likely to remain a continued need to maintain housing supply to address the structural imbalance between housing supply and demand. 

1.127 There are limited tools available to local authorities which will allow them to maintain or drive forward delivery rates in the short-term given the current economic climate and housing market conditions. We recommend that local authorities adopt a comprehensive and proactive approach to managing housing supply, through:

1. Working to bring forward a clear and coherent planning policy framework through LDF Core Strategy and Site Allocations DPDs as quickly as possible to provide a strong policy framework to support planning applications; 

2. Proactive annual monitoring of delivery progress and timescales at a site level, including through proactive engagement with developers; 

3. Maintaining a five year supply of deliverable sites as required through PPS3, and working proactively with landowners and developers to address site and infrastructure constraints to development; 

4. Seeking to deliver a range and mix of sites through LDFs which allow different housing products to be brought forward by different developers across local areas. This is also advisable given policy and infrastructure requirements which can hold up the delivery of larger sites; 

5. Potentially taking a more proactive approach in the housing market, including through use of public sector land and joint ventures partnerships with developers. 

1.128 A co-ordinated approach should be adopted to driving forward housing delivery, recognising inter-dependencies between housing, infrastructure and quality of place. Investment in quality of place and regeneration, in social and community infrastructure and in cultural and leisure facilities helps to create attractive places to live and sell houses. The local authorities should work to ensure that this approach is embedded within and across proposed development schemes. 

Affordable Housing

1.129 The current situation in the TGSE sub-region is one in which the estimated level of need represents 54% of anticipated levels of housebuilding, taking into account past delivery levels and RSS targets. It is unlikely that the existing market and funding context will support this level of affordable housing delivery. 

1.130 We recommend that local authorities across the sub-region work to maximise the supply of new affordable housing. There are a range of policy tools which can be used to achieve this:

1. Direct delivery of affordable housing by RSLs and potential Local Authorities (or ALMOs) once more; 

2. Using public sector land to bring forward new affordable housing, based on land value subsidy (e.g. the local authority accepts a reduced site receipt for enhanced delivery of affordable housing);

3. Looking to require affordable housing provision below national site size thresholds (15 dwellings) where it can be demonstrated that it is viable to do so; 

4. Maximising developer contributions to affordable housing through planning policies in LDFs and S106 negotiations; 

5. Identification of exceptions sites in rural areas specifically for affordable housing to meet local needs; and 

6. Use of Empty Dwelling Management Orders to bring vacant private sector housing back into use to meet housing need. 

1.131 The local authorities should set out clear policies for affordable housing in their Local Development Framework Core Strategies and Affordable Housing SPDs as the basis for securing affordable housing on (private) development sites through planning obligations.

1.132 We believe that a consistent affordable housing target should be implemented across the functional sub-regional housing market. In our view, evidence of housing need could justify the adoption of a 35% affordable housing target across the five local authorities if it could be provided that this would not jeopardise the viability of residential development. PPS3 is clear that affordable housing policies must reflect the economics of residential development in the area.

Considering the Viability of Residential Development Schemes 

1.133 Affordable housing targets will primarily impact on the value of land suitable for residential development. Requiring or increasing levels of affordable housing from development schemes will affect the value of development sites and the viability of schemes. Critically it is the landowner who has to ‘pay’ in most cases for increasing affordable housing requirements in a context in which the level of public funding available for affordable housing remains static. 

1.134 It is important that affordable housing policies do not reduce the supply of land being brought forward for residential development. An appropriate policy must therefore strike a balance between increasing delivery of affordable housing, and maintaining incentives for landowners to release land and for private developers to bring forward schemes. This will maximise affordable housing delivery.

1.135 Land values are likely to fall as costs increase and revenue declines. House prices will fall or at best remain stagnant in the short-term. Build costs are increasing as a result of inflation and shortages of construction skills. Public policies are also likely to impact upon build costs, including through the phased introduction of the Code for Sustainable Homes and through other infrastructure requirements. Introduction of a Community Infrastructure Levy (CIL) would also have an impact if applied locally. The impact of the Credit Crunch is also being felt by developers and RSLs and is increasing finance and borrowing costs. 

1.136 In the prevailing market and funding context, there is a strong potential for too stringent affordable housing targets to deter development activity.  If land values fall too low, landowners may not sell the land, may continue with an existing use or may consider alternative uses for the land. Affordable housing policies in this context hence have the potential to actually reduce levels of market and affordable housing delivery. 

1.137 We recommend that local authorities undertake an Affordable Housing Viability Study to consider and assess what level of affordable housing provision could realistically be required of private developers without deterring development activity. This Study should also consider the potential thresholds at which contributions are required and the scope to lower thresholds or establish graded affordable housing requirements (either directly or in kind) for different sizes of site. 

Recommended Indicative Affordable Housing Policies 

1.138 The housing needs analysis undertaken indicates significant and acute need for social rented housing. Analysis also points to a significant potential market for intermediate home ownership. However actual demand for these products is somewhat unproven. This is a symptom of a relatively embryonic market. In this context, we are of the view that subject to further testing through the recommended Development Economics Study, partners should adopt a policy an 80:20 split of affordable housing between social rented and intermediate provision as a starting point for negotiations. 

1.139 We recommend that more detailed research is undertaken to explore the potential target market and pricing for intermediate products and that this is used to structure eligibility criteria. We would also encourage partners with the Zone Agent to enhance knowledge of the products available and encourage take-up of them. 

1.140 It is appropriate to plan for a range of different sizes of affordable housing. Whilst the majority of households on waiting lists often require smaller properties, those in need of larger properties often have to wait much longer for a home, often reflecting limited current supply of larger properties and lower rates of turnover. Provision of larger, family-sized affordable homes both meets this need and often allows social housing providers to better use existing stock by creating a chain of lettings.

Low Cost Market Housing 

1.141 Many households with insufficient income or equity to purchase housing may choose to meet their needs in the private sector, rather than seek affordable housing provision.  We recommend that partners undertake further work to assess how the role of intermediate housing could be developed to meet the needs of households who cannot afford to buy but can afford to pay more than social rents. There are a range of housing options available to this group, which includes intermediate rent, private renting, shared ownership models and discounted market sale housing. Of these the private rented sector is the largest and is likely to continue to play an important role. 

1.142 There is also an enhanced role of the private rented sector in the housing market in the future. However action is required to improve the condition of private rented properties, to address overcrowding (particularly in Southend) and to maximise the role which the sector plays in meeting housing need. To support this role, we recommend that:

1. Partners explore examples of best practice in providing a one-stop shop service which brings matches available properties and landlords to tenants on housing waiting lists. The “Opening Doors” scheme in Worthing has been identified as a possible example of good practice. 

2. Standards of housing in the private rented sector are improved, bringing homes up to the Decent Homes Standard through targeted investment, through the licensing of Houses in Multiple Occupation; through Landlord Accreditation Schemes; and through enforcement action where appropriate. 

House Size, Density and Design 

1.143 The relationship between household size and housing size is not direct, particularly in the market sector. It is appropriate to establish requirements for different types and sizes of new market housing in relation to the existing stock context, taking account of existing pressures and market signals of shortage; as well as broader economic and demographic changes.  The majority of household growth is expected to result from increasing single person households. However a high proportion of these are existing older households who already have housing.
1.144 We recommend that local authorities establish specific policies through Local Development Frameworks which support provision of bungalows and specialist housing for older persons, through both public and private sector provision. This will help to release a supply of larger housing for younger households and improve use of the existing stock.
1.145 We do not consider it appropriate to provide specific targets for the sizes of general market housing required through Local Development Frameworks. In the market sector, the market itself is quite effective at matching the size of dwellings to market demand at a local level. 

1.146 The SHMA identifies that the majority of existing housing provision is of two and three-bedroom properties. It sets out that demand is predominantly for entry-level family housing to the south of the A127, with stronger demand for larger properties in areas with a high quality of place, particularly to the north of the A127. This we feel should remain the mainstay of housing delivery in the sub-region. 

1.147 There is potential for the managed development of an urban living offer, particularly associated with flatted development in the town centres. The market for flats is however an area which has been affected by the market downturn, linked particularly to a decline in investor purchasing and first-time buyers. The market for town centre/ urban living in the sub-region is somewhat under-developed. There is however a strong rationale for implementing a suitable strategy to address this over time, to enhance the housing offer and support town centre renaissance.
1.148 We consider that provision of flats in the future will need to be phased carefully, with suitable floorspace standards to create stable populations and to be supported by broader regeneration and place-making programmes which create attractive residential environments, and develop the leisure offer and local amenities. These will be critical to the success and delivery rates of this market. It should support an uplift in values over the course of town centre regeneration programmes. 

1.149 A range of different types of sites will be required to provide for the range of housing requirements needed. The TGSE Development Sub-Group should work to improve the supply of land and enhance the development pipeline across the sub-region. 

1.150 Development densities relate to the character and setting of the site and surrounding area. We assess that a density of 60 dph or more is appropriate for urban locations with high public transport accessibility and strong access to services. This includes town centres. In urban and suburban environments density standards of 30 – 40 dph should be achievable and provide a suitable benchmark. However in locations where provision of higher value/ detached housing (including bungalows) is appropriate and achievable, greater flexibility will be required. It will though be possible to achieve a high proportion of detached housing whilst still achieving a density of 25-30 dph across a development on larger sites. 

Older Persons Housing 

1.151 With changes in demographic structure it is important to provide suitable housing to support an increasing older population. We recommend that local authorities promote delivery of ‘lifetime homes’ through planning policies and work to develop support services for older housing including advice services and provision of direct or financial support to help older households adapt housing to their changing needs. 

1.152 Planning policies should also support provision of specialist and extra care housing across the sub-region. This should be provided at locations where there is good access to local facilities and services and where public transport is strong. 

1.153 There is clear demand across the sub-region for additional housing for older people, including additional extra care housing, over the next twenty years. This is the case in each of the local authorities. We note that currently there is no Extra Care housing provision in Castle Point. 

1.154 The local authorities may wish to consider developing specific registers of accessible housing; and managing a separate waiting list for older persons on a consistent basis. This could be fed into future iterations of the housing needs analysis. 

1.155 New provision for older persons accommodation should be supported in both the market and affordable sectors. Specific housing provision for older persons should be integrated into major development schemes across the sub-region and into existing monitoring of the sub-regional supply pipeline. 

1.156 We consider that there is also a role for developing shared equity models targeted at older households who may wish to release some of the equity in their home. We recommend bespoke research is undertaken to explore the potential market for this and to develop the right product, marketing strategy and support mechanisms. We are of the view that shared equity models are more likely to be successful than shared ownership as rental requirements will be difficult to manage for those with a limited regular income. 

Improving Standards in the Private Sector 

1.157 Existing housing is likely to continue to comprise the majority of the housing stock for the foreseeable future. In this context it is important that investment is made in ensuring that it is fit-for-purpose. Local partners should work to achieve this through the implementation of the Sub-Regional Housing Strategy. This includes actions to:

· Improve existing dwellings to Decent Homes Standard. 

· Invest in improving energy efficiency in existing homes. 

· Support adaptations to existing homes to meet the changing needs of residents throughout their lifetime.

· Use existing tools such as Empty Home Management Orders, grants and loans to bring vacant properties back into use. 
Waiting Lists, Monitoring and Review 

1.158 Implementation of Choice-based Lettings across the sub-region should provide a conduit to improve the quality and robustness of waiting list information. It should ideally be based on a common register with RSLs and allocations policy. 

1.159 We recommend that the local authorities continue to work together to monitor development activity and the housing pipeline. This should address both market and affordable housing, and provide details on the type of housing, including details on the number of bedspaces and specialist housing provision. Planning application forms and monitoring systems may need to be improved to address this. 

1.160 We recommend that the local authorities engage with developers in compiling and maintaining housing trajectories, particularly in the current market climate. Judgements regarding the phasing of development schemes should be based on discussions with developers regarding their intensions and intended build-out rates. This is now best practice in other Growth Areas.  
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