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Executive summary

Background
This is a Strategic Housing Market Assessment for the seven local authorities that make up the south west sub-region
of London (LB Croydon, RB Kingston upon Thames, LB Lambeth, LB Merton, RB Richmond upon Thames, LB Sutton
and LB Wandsworth). It was undertaken by ECOTEC (now Ecorys) in 2009 and 2010.
An SHMA explores current and future housing need, demand, supply and affordability; providing insight into the key
drivers behind the housing market. It follows the prescribed CLG Guidance, using secondary data sources, and was
informed and underpinned by an extensive programme of consultation with local groups and individuals. It is
compatible with the requirements of PPS3.
Over the last several years, there have been various previous housing need studies carried out at a local authority
level in south west London; and there has also been a city-wide assessment commissioned by the Mayor and
released in 2009. The various studies were based on different methodologies and at were undertaken at varying
times, using varying datasets. As a result, the outcomes of the individual studies are not directly comparable.
The datasets primarily used in the study were those available at March 2009, and the ‘snapshot’ of housing need is of
this date. Where possible and appropriate, so long as the underlying time-referenced analysis is not undermined,
more recent data has been incorporated.

National and London context

The former government's headline figure was to build 3 million new homes by 2020, 2 million by 2016; this included
70,000 affordable homes, of which 45,000 were to be social rented units, but this has now been overtaken by the
policies of the coalition government

These are driven by the need to eliminate the structural budget deficit over the current parliamentary term. Radical
cuts in capital investment imply a reduced production of 150,000 affordable homes over the next four years
(compared to 280,000 under the previous administration)

The previous monitoring target for additional housing provision was a minimum of 305,000 homes between 2007/8
and 2016/17 (based on London Housing Impact Study, 2004); reductions in investment will undermine this target (a
52% reduction in grant-based investment is forecast though this may be mitigated in part by New Homes Bonus)
The abolition of the Regional Spatial Strategies (though currently under legal challenge) has been estimated to have
cost 160,000 units across all tenures, as a result of downward revision on plans by local authorities.

However, there still remains a requirement under PPS3 for local authorities to retain an evidence-based approach for
planned housing numbers. The transfer of the functions of the London HCA Board to the Mayor is likely to make the
role of the London Plan and the London Housing Strategy even more central, as does a more locally-driven planning
and development agenda

The London Plan still targets 50% of all new housing to be affordable of which 70% should be affordable rented; this
means that 50% should be market, 35% social rented and 15% intermediate. However, the current government’s
plans to redefine ‘affordable’ and to change the relationship between market and affordable rents will undoubtedly
impact on these figures and the relationship between ‘intermediate’ and ‘affordable’ housing will also become more
blurred

The economic and labour market context

The total population of south west London was 1,605,500 in 2006 living in 698,000 households, and is predicted to
increase by 18% by 2031



The sub-region, in common with London as a whole, is a net exporter of population when migration within the UK is
considered. South west London as a whole saw a net migration outflow of 11,200 people (in the period of 01/01/07 —
31/12/08) to other parts of London and the UK. This is, however, more than balanced by the impact of international
migration to the sub-region.

The sub-region has a higher level of economic activity and household income than is displayed generally in London
and nationally. According to CACI PayCheck data, the average annual gross household income in SW London in
June 2009 was £42,649

Jobs are becoming concentrated in the service sector, whilst the factor that almost a third are in the public sector
makes the economy vulnerable to cuts in public sector expenditure; South west London has a lower proportion of
unemployed people seeking work than London as a whole (6.1% in 2009) Many of south west London's most
deprived neighbourhoods lie in Lambeth (19th most deprived local authority area in England); However, south west
London is the least deprived sub-region in London (according to the Index of Multiple Deprivation)

The current housing market context
There is a strong and growing demand for social housing, as evidenced by the continued high numbers of
homelessness acceptances and increasing numbers on housing registers; only 9% of need (as expressed by
numbers on registers) was met in 2009
The supply of Council accommodation available for rent has fallen by over 12,500 properties in the period between
2002 and 2008. In the same period the number of RSL owned properties increased by about 3,500. The private
rented sector is becoming more significant as a tenure.
At the moment, close to 11% of the housing stock in south west London is owned by Councils and 6% by RSLs
(though this proportion will have changed following Merton’s stock transfer)
There are a number of schemes that seek to address the issue of overcrowding amongst social rented tenants
The current active housing market is typified by high costs of accessing private sector housing (both to purchase and
to rent) in the sub-region. At the same time the number of social rented properties let each year has fallen by nearly
20% during the past five years
House prices in London fell by 8% during 2007/8, compared to a UK wide fall of 11% but have recovered through
2009 and 2010; South west London has relatively high property prices; between August 2007 and 2008 there was an
80% reduction of house purchase activity and transactions continue to be sluggish
The average house price in south west London at June 2009 was £361,742; just over 50,000 transactions took place
in the preceding two years; Lowest quartile (i.e. entry level) house prices ranged from £105,000 (studio / 1 bed flats)
to £288,000 (4 bed house)
The average rent in the private sector for a new lettings was £2,300 per month and lowest quartile private sector rents
ranged from £495 per month (1 bed) to £2,308 (4 bed)
A combination of shortage of affordable accommodation, increasing unemployment and increasing rent levels saw
housing benefit claims increase by 5,500 between 2008 and 2009

The future housing market
A 17.8% increase in population is expected in south west London over the next 25 years (2006-2031), primarily
among older age groups; Beyond 2015 the over 80 age group is expected to grow at the fastest rate, putting
increased pressure on health, social and housing services
There are issues related to international migration, investment in public services, and the availability of a workforce to
support an ageing population that will need addressing



The number of households in south west London are expected to grow by 26.9% over 25 years (2006-2031); these
projections also signal a shift in the types of household living in south west London with an increasing in the
proportions of the population living in single person and single parent households and a decrease in the proportion of
married couples households living in the sub-region.

While the principle increase will be among single-person households, because of the demographic profile of
population growth (tilted towards the elderly and very elderly), this is unlikely to be a signal for large-scale increase in
single person accommodation.

In this context, the production (and preservation) of larger homes should be prioritised, both through investment and
planning policy

There are policy options around under-occupation, over-occupation, and provision of accommodation with support
that need to be addressed in this context, especially as reductions in capital investment make it unlikely that planned
higher levels of social housing production will be delivered

In terms of new private sector supply, new development is also likely to be depressed into the future; price cuts do not
appear to have generated additional purchases

There may be a negative economic effect related to housing markets through a combination of reduction in affordable
rents, and capping of housing benefit ceilings making it more difficult for low paid service workers in south west
London to access affordable homes.

The rate of economic recovery is the main factor that will increase access to and affordability of housing; current
forecasts do not indicate any rapid improvements for households in need.

Housing need in south west London
The Royal Institute of Chartered Surveyors Accessibility Index (Dec 2008) showed that first time buyers in London
had to pay 51% of household income to gain a foothold on the lower rungs of the home ownership ladder; the norm
for south west London households is to spend more than 25% gross household income on housing costs
Due to the increased level of deposits required by mortgage lenders and other associated costs of buying a property,
a substantial number of households will be excluded from the owner-occupied market
Entry level prices (lower quartile) ranged from £105,400 to £288,000 depending on bedsize in 2009
Incomes required to afford entry level prices for different property sizes ranged from £14,600 to £50,000
There is a current backlog of 63,727 households (including 5,465 homeless and 58,262 unsuitably housed
households) in housing need in the sub-region
The proportion of new households forming each year unable to buy or rent in the market (based on modelled income
and property cost data) is 33.5% (2,667 per annum)
There are 4,387 new affordable units planned during the 2 year period 2009/11, but given the current fiscal
conditions, it is sensible to take an average figure based on a five year period, giving an annual average of 1,844 new
dwellings
On average there were 5,509 re-lets of existing affordable dwellings per year
To meet newly-arising need and reduce backlog need over five years would require an additional 9,271 affordable
homes every year
While in numerical terms, the shortfall of affordable one bedroom (when considering the ratio of supply to projected
demand) is the most acute, followed by four-bedroom homes, in policy terms prioritising the supply of larger homes is
a valid objective. This is similar to the picture found in the London wide study
In terms of market homes, a mix including 48% houses of 2, 3, 4 and larger bedsizes is recommended; a similar
proportion of intermediate dwellings of 2 bed or larger is also recommended.
We have modelled different levels of the intermediate market component of an overall affordable housing
programmes, ranging from 20% to 40%; however, this distinction may become irrelevant if plans to redefine
‘affordable rents’ as those that could run at 80% of markets rents go through



Local housing market types in south west London
Five housing market typologies were developed: Entry Level, Town Centre, Commuting, Prime and River Frontage,
and the study identified 90 individual housing markets in these five typologies in south west London
The value of a housing typology approach is that it enables authorities to track economic, social and demographic
change in a local area against benchmark standards over time, and prepare appropriate policy responses
It will be particularly well-suited to informing the new localism agenda, and encouraging fairness and transparency
between perhaps competing communities
The areas and their typologies can be linked back to the main criteria used to assess housing need in the SHMA
Over half (50.3%) of accepted homelessness applications in the sub-region were from Entry Level typology areas,
conversely households in River Frontage typology areas comprised only 0.5% of such applications
The highest proportion of people who could not afford a lower quartile private sector property in south west London
was in the River Frontage typology areas (79.8%) followed by Prime, Commuting, Town Centre and then Entry level
(at 25.3%).

Housing needs backgrounds for individual local authorities
The Lower Quartile house price in Croydon (June 2007-2009) was £175,000 — the lowest amongst all south west
London authorities
Croydon has the highest annual number of new lets of social rented stock (1,356) of any authority in the sub-region
Croydon also has the second largest Council waiting list
The Lower Quartile house price in Kingston upon Thames (June 2007-2009) was £235,000 — the third highest
amongst all south west London authorities
Kingston has the equal lowest annual number of new lets of social rented stock amongst south west London
authorities
The Lower Quartile house price in Lambeth (June 2007-2009) was £220,000 — the fourth highest amongst all south
west London authorities
Lambeth has 16,729 households on the council's waiting list (31 March 2009) — the highest in south west London
The Lower Quartile house price in Merton (June 2007-2009) was £215,000 — the third lowest amongst all south west
London authorities
The Lower Quartile house price in Richmond upon Thames (June 2007-2009) was £275,000 — the highest amongst
all south west London authorities
The Lower Quartile house price in Sutton (June 2007-2009) was £182,500 — the second lowest amongst all south
west London authorities
Sutton has the joint lowest annual number of new lets of social rented stock in south west London
The Lower Quartile house price in Wandsworth (June 2007-2009) was £260,000 — the second highest amongst all
south west London authorities

Characteristics of specific groups
Older people (aged 65+) in south west London account for 11.5% of the overall population, this figure is projected to
increase 9.8% by 2031
Two-thirds of people in south west London describe themselves as White British, compared to 59.8% for London as a
whole and 87% for England
The number of people from BME groups has increased, with a higher proportion below the age of 45 than for other
ethnic groups
Research suggests that non-white British communities in south west London live in poorer, less secure
accommodation



There is a shortfall of accommodation for people with support needs; the highest being for people with mental health
issues (885), followed by people with substance abuse issues (785) and learning disabilities (712)

In 2000, 85 people were sleeping rough in south west London (according to the government's annual street sleeping
count)

In 2009 there were 142 gypsy caravans in the sub-region (all but 2 on authorised sites)

Information on student numbers per sub-region is unavailable, however in 2007/8, London had just under 2.4 million
students in higher education, There are 6,200 purpose-built student homes in existence or under construction. Their
presence has a complex impact on local private rented sector markets

Home Office figures (2009) indicate that there were 470 asylum seeking households in south west London receiving
subsistence support from the Home Office



1.0 Introduction

The South West London Housing Partnership commissioned ECOTEC Research and Consulting (now Ecorys)
to carry out a Strategic Housing Market Assessment in August 2009. The assessment was to cover the seven
individual local authority areas that together make up the south west sub-region of London.

1.1 The purpose and scope of the Assessment

The purpose of the Assessment is to provide a robust and credible evidence base which will complement and
inform Local Development Frameworks (LDF) and borough and sub-regional Housing Strategies as well as to
establish current and future requirements for both market and affordable housing across the sub-region within
the London context.

This Assessment explores current and future housing need, demand, supply and affordability and provides
insight into the key drivers behind the housing market within the sub-region. The Assessment is inclusive,
assessing the needs of all residents (both current and future) across all tenures and considering the specific
housing needs of people within specified groups.

Specifically, the aims and objectives of this assessment are to:

Provide credible and robust evidence to determine the current and future housing needs and demands in South west
London

Provide sufficiently credible and robust evidence to inform and support policies to be included in the individual
boroughs' LDF documents

Obtain the views of stakeholders to better understand the characteristics of housing need and demand in South west
London

Determine the nature and influence of the local housing market(s) within the sub-region (including where these cross
borough boundaries)

Assess the nature of the relationships between the sub-region and neighbouring areas in London, Surrey and Sussex
Inform the targeting of housing resources and spending priorities, together with any bids for resources to address the
issues identified.

In addition, this study had specific requirements established by the sub-regional partnership:

» Set areference date where all data to be included within the evidence can be related to. This should be
as current as possible to provide as much insight in to the current climate in the housing market as
possible.

» Make use of GIS to present evidence of and analysis on the housing markets operating within the sub-
region, both with and without borough boundaries. This should include sub-regional data from the
Indices of Multiple Deprivation, the location of council and housing association owned housing estates,
house prices, sales volumes, social and private rents, major transport and commercial hubs, migration
and travel-to-work patterns.

» Present the housing needs of south west London in a London-wide context, capable of being broken
down by borough and housing market area, setting out borough issues, the sub-regional and London
context, as well as making comparisons with national, regional and sub-regional data. In this requirement
it is expected that the Sub-regional HMA will identify areas/housing markets which are in accord with the
performance of the London market and those which are out of Kilter.

) ECORYS A



» Provide robust evidence to inform policies aimed at providing the right mix of housing across the whole
market. This should draw together the bulk of evidence required to help the south west London boroughs
to appraise strategic housing options including social housing allocation priorities, the role of
intermediate housing products, stock renewal, conservation, demolition and transfer.

» Provide information over the entire period covered by LDFs (up to 2026), considering the anticipated
position at 5 year intervals, and maintaining robustness and accuracy as far as practicable after the first
5 years.

Key conclusions should be made at sub-regional level and at borough level. In a sub-region that is as diverse as
South West London, where inner city markets operate in close proximity to sub-urban markets key sub-regional
conclusions are likely to have very different implications at local level. Most relevant is the size and type of housing
provision across the borough. In cases where sub-regional requirements are notably different to local requirements,
clear and robust qualifiers and descriptions must be made.

When dealing with estimates of housing need and making recommendations regarding future requirements for
affordable housing the Sub-regional HMA must take account of each borough'’s statutory duty to re-house certain
priority groups such as homeless households or those living in temporary accommodation. The document should
contextualise and make reference to the fact that the type and size of affordable housing required to fulfil boroughs
statutory duties (i.e. homeless households and those with the most points on the Housing Register) may differ to
recommendations based on the HMA (where a broader interpretation of affordability includes those households who
cannot afford to rent or buy at market levels, e.g. professional sharers in the private rented sector, who are unlikely to
be prioritised/access social rented housing.

The study should also consider future demographic trends and identify the accommodation requirements of specific
groups such as homeless households, Black and Minority Ethnic groups, first time buyers, disabled people, older
people, Gypsies and Travellers (refer to the London GTANA) and occupational groups such as key workers, students
and operational defence personnel.

1.2 Approach

This Strategic Housing Market Assessment (SHMA) has been carried out in accordance with official
Government Guidance from the Department for Communities and Local Government (CLG) * on undertaking
such assessments and the approach meets the requirements of Planning Policy Statement 3: Housing”.

Concerning robustness the CLG Guidance states on page 9:

"A robust and credible evidence base is identified by PPS12 as being necessary for a plan to be sound. In line
with PPS12, for the purposes of the independent examination into the soundness of a Development Plan
Document, a strategic housing market assessment should be considered robust and credible if, as a minimum,
it provides all of the core outputs and meets the requirements of all of the process criteria in figures 1.1 and 1.2.
In such circumstances, there is no need for the approach used to be considered at the independent
examination. Any discussion at independent examination should focus upon the assessment’s findings and its
relationship with the proposed spatial policies for housing set out in the draft submission development plan
document.”

! Strategic Housing Market Assessments: Practice Guidance, CLG, August 2007.

2 pps3, CLG, November 2006.

) ECORYS A



The Core Output requirements listed in figure 1.1 of the CLG Guidance are given here, with the sections where
these estimates appear in this report:

Table 1.1 Strategic Housing Market Assessment Core Outputs

Strategic Housing Market Assessment core outputs R
- - Section

Estimates of current dwellings in terms of size, type, condition, tenure 3.3,34

Analysis of past and current housing market trends, including balance between
2 supply and demand in different housing sectors and price/affordability. Description | 3.3, 3.4
of key drivers underpinning the housing market

Estimate of total future number of households, broken down by age and type

3 where possible 4.1
4 Estimate of current number of households in housing need 5.3
5 Estimate of future households that will require affordable housing 5.4
6 Estimate of future households that will require market housing 5.7
7 Estimate of the size of affordable housing required 5.7

Estimate of household groups who have particular housing requirements, e.g.
8 families, older people, key workers, black and minority ethnic groups, disabled 8
people, young people, etc.

The Process Checklist listed in figure 2.2 of the CLG Guidance is given in the following table:

Table 1.2 Strategic Housing Market Assessment process checklist

ateg O 0 arket A e e proce e

1 Approach to identifying housing market area(s) is consistent with other approaches to identifying
housing market areas within the region

2 Housing market conditions are assessed within the context of the housing market area

3 Involves key stakeholders, including house builders

4 Contains a full technical explanation of the methods employed, with any limitations noted

5 Assumptions, judgements and findings are fully justified and presented in an open and transparent
manner

6 Uses and reports upon effective quality control mechanisms

7 Explains how the assessment findings have been monitored and updated (where appropriate) since
it was originally undertaken

Extensive use of secondary data has been made. This has been augmented by extensive Stakeholder
Consultation.

The Assessment has made use of the following secondary data sources:
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ONS 2006-based sub-national population projections

Greater London Authority, 2007 Round Population Projections
Greater London Authority, 2007 Round Household Projections
ONS NHS Registrations

DWP National Insurance Number Registrations

CACI PayCheck

Index of Multiple Deprivation 2007

Housing Strategy Statistical Appendix (HSSA) 2009

Single Housing Benefit Extract

London Development Database

DCLG Live tables

HM Land Registry

CORE data

NOMIS data

The following national and regional guidance and studies have been reviewed and used to contextualise the
results of this study:

Greater London Strategic Housing Market Assessment 2008 (GLA, April 2009)

The London Strategic Housing Land Availability Assessment and Housing Capacity Study (GLA, October 2009)
East Surrey Strategic Housing Market Assessment (Consortium of East Surrey Local Housing Authorities, 2008)
Delivering Affordable Housing (CLG, November 2006)

Planning Policy Statement 3 (CLG, November 2006)

Strategic Housing Market Assessments: Practice Guidance (CLG, August 2007)

Statutory Code of Practice for Racial Equality in Housing (EHRC, 2006)

Strategic Housing Markets Assessments in London — a joint statement from Government Office for London and the
Greater London Authority (June 2007)

London Plan (GLA, 2004, Early Alterations to the London Plan, 2006 and Draft Further Alterations to the London Plan
adopted in 2008)

Mayor’s Housing Requirement Study (GLA, 2004)

London Mayor’s Housing Strategy (GLA, September 2007 and later versions)

The following local studies and documents were examined and their findings used to inform and contextualise
this assessment:

Croydon Housing Needs Assessment 2002

Lambeth Housing Needs Survey Update 2008

Richmond upon Thames Local Housing Market Assessment 2007

Sutton Local Housing Needs Assessment 2008

Croydon Draft Local Housing Market Assessment 2009

Kingston upon Thames Draft Strategic Housing Market Assessment 2009
Merton Strategic Housing Market Assessment 2009

Wandsworth Housing Market Assessment Update 2009

Croydon's Housing Strategy 2006 — 2010

Kingston upon Thames Housing Strategy Statements 2002/3 and 2003/4
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Lambeth Housing Strategy 2009 — 2013

Merton Housing Strategy 2008 — 2011

Richmond upon Thames Housing Strategy 2008 - 2012
Richmond upon Thames Homelessness Strategy 2008 — 2012
Sutton Housing Strategy 2008/9 and Beyond

Wandsworth Housing Strategy 2003

The CLG Practice Guidance condenses and simplifies existing guidance, especially around the use of
secondary data, consolidating the key elements of previously separate guidance on housing market and
housing needs assessments to provide a clear process for undertaking housing needs assessments. However,
the Guidance allows a variety of different approaches to be used, including the use of differing datasets,
variations between use of primary and secondary data, differing definitions of types of household 'in need’,
differing approaches to measuring new supply and a variety of other valid but potentially inconsistent elements.*

This study has been carried out using the CLG Guidance, as have the London-wide SHMA and local housing
market assessments. However, there are a variety of reasons why the results of the various studies will not be
completely compatible. As noted above, the Guidance allows inconsistency between studies, so that it is not,
for example, possible to aggregate the results from Housing Market Assessments in individual local authorities
to reach a figure that completely corresponds to those produced at regional or sub-regional areas. One issue is,
obviously, the timing of the studies which can make comparisons between studies more difficult. This is
particularly important in a period of marked change in the housing market such as that which has taken place
during 2008 and 2009.

The London-wide survey used secondary data sources. Other local housing market assessments undertaken in
south west London have used original survey data as their base. Both approaches have validity but will tend
towards producing different and alternative insights into the housing market. While it is expected that sub-
regional studies such as this one will attempt to correlate findings with the pan-London study, there is no
assumption that there need be a complete relationship between single borough studies and the greater London
study. It is more appropriate to seek a degree of legibility between the London-wide and the sub-regional
studies that are currently taking place.

Strategic Housing Market Assessments often cover much larger areas than are covered by a single local
authority area. In such cases it is necessary for a series of local housing markets to be defined and the results
of the assessment will reflect and report on the individual areas. For this assessment we have identified a
series of housing market typologies and each local market area within the sub-region has been allocated to a
typology. These typologies reflect the roles that individual areas play in the overall housing market for the sub-
region. For example, some areas have been identified as "market entry" areas whilst others are seen as being
"Town Centre" locations with a different dynamic from surrounding areas. The typologies are used in this
strategy to examine the nature of housing areas that are not necessarily geographically adjacent but have
fundamental characteristics in common in terms of how they operate within the sub-regional market. Separate
need assessments have been produced for each typology which demonstrate their accessibility to people in
need and could inform future spatial strategies if the authorities in the sub-region wish to address issues around

! Pp 16-17 Strategic Housing Market Assessments Practice Guidance Version 2 (DCLG August 2007)
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any imbalances in the individual housing market areas. These typologies were developed as part of the
Stakeholder consultation processes and have since been refined by the application of local knowledge as well
as statistical analyses.

1.3 Research methodology

The research method used to conduct the South West London Strategic Housing Market Assessment was an
analysis of secondary data.

In the overwhelming majority of cases the information used has come from published sources. There are,
however, five main exceptions to this rule, all of which relate to the capture of raw data:

A list of all property transactions that took place in the sub-region between 1 June 2007 and 1 June 2009 was
obtained from the Land Registry;

Household income data for the sub-region analysed at full Post Code level was obtained from the CACI PayCheck
data base;

Information on the size of rented properties allocation was provided by the individual authorities as this is not
available at the level of detail required from published sources;

A random sample of properties for sale in the sub-region was carried out to contribute to a calculation of property sale
price by number of bedrooms which is not possible using Land Registry data alone. This produced a data base
covering approximately 650 properties; and

A random sample of properties available for rent on the private market was compiled from a web search. This
produced a data base covering approximately 700 properties.

An alternative approach to the carrying out of a housing market assessment is to base it, in whole or part, on
primary (survey) data. The Guidance allows for either approach. However, it does contain advice that
"secondary data (i.e. data from local administrative or national data collection exercises rather than specially
commissioned surveys or interviews) should be used where appropriate and feasible." In the case of south
west London there is a wealth of secondary data available which allows a Strategic Housing Market
Assessment to be completed without the need for a household survey. However, because it is collected for a
variety of reasons and from a range of sources, there are constraints on the applicability of some secondary
data sources. Where this is the case for specific pieces of data, then these are highlighted in the text.

One major issue that differentiates between housing market assessments that are carried out using primary and
secondary data is the treatment of the calculation of housing need. These differences will lead to divergences
in the picture of housing need developed by the two methodological approaches.

Survey based studies are designed to capture information given by householders about their current housing
and economic circumstances. Using this information an assessment of the number of households who are in
some form of housing need (e.g. living in overcrowded circumstances, sharing a home when preferring not to do
s0) is made. A separate calculation (again primarily based on the survey returns) is then made of the number of
those households who could afford to resolve their own housing needs in the local market by accessing owner-
occupation or the private rented sector. Those who cannot are then deemed to be in "housing need". The
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issue is that no account is made of the fact that some of these households may not wish to be housed in the
social rented or intermediate housing sectors but prefer to resolve their housing situation themselves.

Studies such as this one, based on secondary data, start by identifying those households who have approached
the local authorities and/or Registered Social Landlords® (RSL) seeking access to social rented or intermediate
housing property. An assessment is then made of those on the various lists who meet the definitions of need as
outlined in the Guidance and that number of households is considered to be in housing need. The issue with
this approach is that there may be households who are unaware of the role of the public and housing
association sectors in helping to meet need and have not, therefore, approached local agencies for assistance
with rehousing or may consider themselves not to be eligible for assistance and do not, therefore, apply for it.

1.4 Stakeholder consultation

One of the key elements of the successful completion of a Strategic Housing Market Assessment is
engagement with a range of local stakeholders. The purpose of such consultation is to ensure that the views of
local organisations and individuals who have an interest in the local housing situation are taken into account. In
the case of this assessment the consultation also acted as a form of "reality check" to ensure that the emerging
results of the assessment were not at odds with the local perceptions of the housing situation in the sub-region.

The consultation process took the form of a number of individual contributions garnered via face-to-face
discussions, telephone interviews and e-mailed questionnaires. All individual contributions were structured by
the use of a standard set of questions focused on a range of issues agreed with the client. In addition to the
individual consultations, a number of consultation events were held. These events were held at the outset of
the process and at the stage where preliminary findings were available.

The individual consultations involved:

e 14 face-to-face meetings;
e 20 completed telephone interviews; and

e 18 returned questionnaires.

In addition, a further 28 individuals/organisations were contacted but did not make a response.

The Stakeholder Events were held in three different venues, two at the outset of the project and one at the
preliminary results stage. In total 539 individuals representing interested organisations were invited and 113
attended one or more of the events. The initial events consisted of presentations on the aims of and approach
to the Assessment. There were then group discussions on issues such as the types of local housing markets in
south west London, the needs of people from special groups, the role of the intermediate sector and the key
housing need issues faced by people living in the sub-region. In addition to contributing through the group

! For the purpose of this report RSL is to be interpreted to include Housing Associations and other landlords providing
social and affordable housing..
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discussions, each attendee was provided with a comments card and a number were completed and the
information from them collated.

The third Stakeholder Event was held at the stage where preliminary results of the assessment were available.
Information was presented on the processes that had been followed and the preliminary outcomes that
emerged. Again participants then worked in small groups to provide feedback on major issues raised.

As well as holding formal stakeholder consultation events, presentations and discussions were held with a
meeting of the South West London Tenant and Resident Federation and two meetings of the South West
London Housing Partnership Members' Group.

The views of stakeholders' are summarised in Appendix 1.

1.5 Summary of key points in the chapter

There are seven individual local housing authorities in the south west sub-region of London

A SHMA explores current and future housing need, demand, supply and affordability; providing insight into the key
drivers behind the housing market

The study followed CLG Guidance, using secondary data sources

The study was informed and underpinned by an extensive programme of consultation with local groups and
individuals

There had been various previous housing need studies carried out at a local authority level in south west London and
there had also been a city-wide assessment commissioned by the Mayor. The various studies were based on
different methodologies and at various times. As a result, the outcomes of the individual studies are not directly
comparable.
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2.0 Context

2.1 The national policy framework

This study was carried out during the period of the Labour administration which held power until the General
Election of May 2010. While the new government has begun to bring in a host of policy and resourcing
initiatives that will radically change the role and make-up of housing, planning, tenures and the concept of
affordability, as it stands there is still a requirement for a strategic framework for local authorities and sub-
regions, under the systems developed primarily by the previous government. This includes a requirement to
justify planned housing numbers in Local Development Frameworks, and under the terms of PPS3.

Hence, the evidence-providing role of Strategic Housing Market Assessments remains; if anything, they are
becoming more relevant and pertinent, in the context of moves towards localism and decentralisation; and in
order to provide a strong baseline or springboard for further work that may be required to respond to the shifting
policy framework."  Below we note some of the main changes in the pipeline; but we return to the broader
framework within which this study was undertaken.

2.2 New government policies

The new government's policies are driven by a need to eliminate the structural budget deficit over the current
parliamentary term. The Comprehensive Spending Review announcements made by Chancellor Osborne on
20 October 2010 will have far reaching implications on the delivery of affordable housing and the wider housing
market in general. These include:

A 74% reduction in capital spending between now and 2014/15. This includes a reduction of around 52% in the social
housing budget, with a reduction in output of at least 130,000 affordable homes as a result.

Social landlords are to be given the freedom to raise 'affordable’ rents towards market levels (up to 80% for new
dwellings) and introduce time-limited tenancies.

An expectation that these raised rents, alongside a New Homes Bonus, would constitute a key criteria for public
sector investment for new 'affordable’ housing

Reductions in the availability of and amounts of Housing Benefit, throwing into doubt the affordability of renting in
some areas

The council housing finance system will be reformed to allow local authorities to invest in housing. They will be
encouraged to build homes through the New Homes Bonus scheme, scheduled for introduction in April 2011.

This sits alongside a move to smaller government, greater local accountability, and self-determination. Hence
the twin pillars of Localism and Big Society. Accordingly, at the local level, elected members and local authority
officers will need to be engaged in tackling necessary budget cuts and at the same time responding to reform.
The continued dismantling of regional structures and Regional Spatial Strategies (except in London) would also
facilitate localism.

! DCLG, Guidance for Local Planning Authorities following the revocation of Regional Strategies, 6 July 2010
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The former Government's core objective for housing was ‘...to provide everyone with the opportunity of a
decent, affordable home....from increasing the provision of affordable housing in areas of high demand, to
addressing the problems of low demand and abandonment’ (ODPM, 2005). It was recognised that housing
policies themselves are only one factor in shaping wider housing systems. Other important factors include
national and local policies around the economy, town planning, social services and health.

The former Government was committed to delivering new homes to meet the needs of expanding household
numbers and to address impacts on affordability that constrained supply creates. The former Government's
headline figure was to build three million new homes by 2020, two million by 2016. Within this a minimum of
70,000 new homes per annum should be developed for affordable housing and, of these, 45,000 should be for
social rent. The planned reductions to capital investment announced in the budget and Spending Review
means that it is now expected that only 150,000 affordable homes will be built over the next four years
(compared to plans for 280,000 under the previous government). The abolition of the Regional Spatial
Strategies (and hence the targets within those strategies) in July 2010 has left the door open for strategic
housing authorities to revise their plans at a local level and the National Housing Federation has estimated that
plans for at least 160,000 homes in all tenures have been dropped to date, with more following®. It should be
noted that the abolition of the RSS has been challenged in the courts, though it is considered unlikely that they
will be reintroduced.

The concept of constraints on supply and the impacts on affordability were outlined within Kate Barker's Review
of Housing Supply. This piece of work had been critical in defining the former Government's growth agenda.

However, the economic downturn during 2008 and through to 2009, borrowing constraints imposed within the
credit markets, falling house prices and the decline in the volume of private sector housebuilding significantly
challenged the former Government's targets. The economic recession has had a significant bearing on plans
and policies, not least because there is no consensus about the long term impact on the housing market, and no
clarity on its likely timescale. There are, however, statistics that show that the housing market downturn has not
had impacted on London as much as it has on the rest of the country. The Nationwide House Price Index for
London fell by 8% during 2007/2008. This compares to a UK wide fall of 11%. London was also the only region
to see an increase in housing starts in quarter 1 of 2009, a 13% increase on the equivalent quarter in 2008.
Since then, through 2009 and 2010, London has continued to see house price increases, quarter on quarter.

2.2.1 Sustainable Communities

The principle mechanism to deliver the former Government’s sustainable communities objective was the
Sustainable Communities Plan, launched under the title ‘Sustainable Communities: Building for the Future’
(ODPM, 2003). It set out a long term programme for action aimed at addressing regional imbalances in the
housing market. The plan focused on the creation of mixed and sustainable communities, where housing meets
the economic, social and environmental needs of the community. It put forward plans to increase the supply of
housing in high house price and shortage areas, and to tackle problems of low demand and abandoned housing
in parts of the North and Midlands.

! National Housing Federation Press Release, Government policies killing off 1,300 planned new homes every day, 4
October 2010
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This policy was augmented by the policy documents ‘Sustainable Communities: Homes For All' and
‘Sustainable Communities: People, Places and Prosperity’ (both January 2005), which set out action to
revitalise neighbourhoods, strengthen local leadership, and increase regional prosperity to create places in
which people want to live and work. Together, these documents formed a £38 billion long-term action
programme to create ‘sustainable communities - to deliver decent, affordable homes for all, in places in which
people want to live and work’ (ODPM). Under the current government there have been further cut-backs to the
decent homes programme and regeneration funding, much of which is now subsumed in a challenge-based
Regional Growth Fund.

2.2.2 Housing supply

In parallel to the Sustainable Communities Plan, the Barker Review of Housing Supply® examined the supply
and affordability of housing across all types of tenure, community and neighbourhood. In 2004 the final report of
the Barker Review was released, setting out a range of policy recommendations for increasing housing supply
and improving the functioning of the housing market. These conclusions and appropriate policy responses were
considered by the former Government in its ‘Response to Kate Barker’s review of Housing Supply’ (ODPM, Dec.
2005), and were reflected in the development of Planning Policy Statement 3 (November 2006)

The Sustainable Communities Plan recognised the importance of increasing housing supply to keep pace with
rising household numbers. To increase new build supply a number of major Growth Areas and smaller New
Growth Points were announced under the policy (now mainly subsumed into the Regional Growth Fund
challenge pot).

Since the launch of the Sustainable Communities Plan and the release of the Barker Review the ability of many
households to afford open market housing has deteriorated further due to steep year on year house price rises
which, in spite of slowdown and the impact of the ‘credit crunch' since 2007, continue to make market housing
unaffordable to substantial numbers.

As a consequence expanding the supply of housing was given a yet more prominent place within the former
Government's overall policy agenda. The Housing Green Paper 'Homes for the Future' (July 2007) contained
the target of building two million new homes in England by 2016 and 3 million by 2020. To achieve this, national
housing completions would need to rise from the 2006 level of 163,000 to around 240,000, an increase of nearly
50%.

2.2.3 Affordable housing

'Homes for the Future' contained the commitment to deliver 70,000 additional affordable homes annually by
2010-11 of which 45,000 were to be social rented units. The former Government also aimed to provide at least
25,000 new intermediate market shared ownership and shared equity homes a year. To fund these ambitions
the former Government announced significant increases to the Regional Housing Pot 2008-11 following the
completion of the 2007 Comprehensive Spending Review (CSRO07). In total £10.28 billion was to be provided
over the three financial years to regions across England to fund the work streams of affordable housing, local
authority decent homes, private sector decent homes and regeneration. As noted, such investment has been

! Barker, K. 2004, Review of Housing supply. Delivering Stability: Securing our Future Housing Needs. HM Treasury
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reduced, both in terms of the 2008-11 programme and future programmes, as the new Government seeks to
reduce the public sector financial deficit.

2.2.4Planning reform

The Planning White Paper 'Planning for a Sustainable Future'(May 2007) set out the former Government's
proposals for reform of the planning system, building on Kate Barker's recommendations for improving the
speed, responsiveness and efficiency in land use planning, and taking forward Kate Barker's and Rod
Eddington's proposals for reform of the planning system for major infrastructure. The Planning Act 2008
introduced a new system of development consents for infrastructure deemed to be of national significance,
designed to simplify and speed up the consents process. It also provides the primary legislation for a new
Community Infrastructure Levy, which it is hoped will help to harness the value of an increased range of
planning permissions to generate additional infrastructure funding and thereby unlock housing growth. Further
changes to planning legislation are due to be announced, via the forthcoming Localism and Decentralisation
Bill, which is expected to devolve planning control to local authority and sub-local authority levels

2.2.5Housing and Regeneration Act 2008

Finally, under the Housing and Regeneration Act, which received Royal Assent in July 2008, the Homes and
Communities Agency (HCA) was established. This brought together the functions of English Partnerships, the
Housing Corporation, and a range of work and programmes undertaken by the CLG, including delivery in the
areas of decent homes, affordable housing, housing market renewal, housing growth and urban regeneration. It
also established the Tenant Services Authority (TSA), which took over the functions of the Housing
Corporation's Regulation Division. Under the new government, the TSA is to be abolished, and its governance,
probity and financial regulation functions brought under the wing of a Regulation Committee within the HCA.

As part of the new institutional arrangements under the Housing and Regeneration Act, a London HCA Board
was established as a local sub-committee of the HCA by the Mayor of London and the HCA. It has been
responsible for helping to deliver affordable housing in London and the South East. London Boroughs are
represented and fully engaged in this process. The Board is responsible for meeting the former Government's
and the current Mayor's objectives to:

deliver a significant increase in the total number of homes in a way that is environmentally sustainable;
significantly increase the number of affordable, family-sized homes; and

create communities in which people want to live by targeting and regenerating the most deprived areas of London.
It is now likely that the functions of the London HCA Board (and any resources at its command) will be fully-
transferred to the London Mayor

2.2.6 The Single Conversation agenda

Over the last year, an important element of resource allocation for housing development funded via the Homes
and Communities Agency has been the Single Conversation approach and the resulting Local and Regional
Investment Plans and Local Investment Agreements. The HCA stated that the Single Conversation should be
evidence-based and local authorities were encouraged to increase their capacity to participate in an informed
manner. Much of the required information should be contained in a thorough SHMA (both in terms of the hard
statistics required for the housing needs calculations and the accompanying economic and strategic context).
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As noted earlier, in spite of changes to the planning framework, the need for evidence bases to inform housing
and planning policy remains. Clearly, the information contained within this SHMA is an important element in
building and developing the evidence base for the future.

However, the advent of the Single Conversation approach has added another layer of complexity to an
understanding of how housing markets work. A degree of tension already existed between the requirements of
individual local authorities to have clear understandings of needs and markets within their boundaries and the
requirement to identify Local Housing Market Areas, which may cross local authority and, indeed, sub-regional
boundaries. There is the possibility that the spatial level at which the Single Conversation takes place will
reflect different geographies again, perhaps determined by Multi-Area Agreements, City Regions, or other sub-
regional partnerships. It is therefore important to clearly identify the overlaps and differences in the markets or
areas under discussion in south west London to avoid confusion. It is clear that there will be an element of
competition between different groups of local authorities and so it will be key for the sub-region to have the most
informed and convincing information base to support its Conversation in order to best make the case for the
allocation of resources to its Local Investment Plans.

2.2.7Planning Policy Statement 3

PPS3 sets out the national planning policy framework for delivering the former Government’s housing objectives
and it reflects the commitment to improving the affordability and supply of housing in all communities. The
policies it contains need to be taken into account by Local Planning Authorities in the preparation of their Local
Development Documents.

Annex C of PPS3 states that a Strategic Housing Market Assessment should:

Estimate housing need and demand in terms of affordable and market housing;
Determine how the distribution of need and demand varies across the plan area, for example, as between the urban
and rural areas;
Consider future demographic trends and identify the accommodation requirements of specific groups such as,
homeless households, Black and Minority Ethnic groups, first time buyers, disabled people, older people, Gypsies
and Travellers and key workers.
¢ A prominent national policy goal put forward in PPS3 is achieving a mix of housing within communities,
particularly in terms of tenure and price and a mix of different households such as families with children,
single person households and older people

PPS3 paragraph 22 states that "Based upon the findings of the Strategic Housing Market Assessment and other
local evidence, Local Planning Authorities should set out in Local Development Documents:

The likely overall proportions of households that require market or affordable housing, for example, x% market
housing and y% affordable housing.

The likely profile of household types requiring market housing e.g. multi-person, including families and children (x%),
single persons (y%), couples (z%).

The size and type of affordable housing required.”

In planning at site level, Local Planning Authorities are required to ensure that the proposed mix of housing on

large strategic sites reflects the proportions of households that require market or affordable housing and
achieves a mix of households as well as a mix of tenure and price. The mix of housing on smaller sites should
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contribute to the creation of mixed communities having regard to the proportions of households that require
market or affordable housing and the existing mix of housing in the locality.

Further to this PPS3 contains policies concerning market housing, affordable housing, making effective use of
existing housing stock and assessing an appropriate level of housing. An important role of this Assessment is to
provide solid evidence on which to base local housing and development policies directed at meeting these
national policies, including the creation of mixed communities in south west London.

At least at the moment there appear not to be any plans to amend or abolish PPS3, in spite of moves toward
localism, and it will continue determine much of local authorities approach for planning for affordable housing

2.3 London context

2.3.1The London policy framework

The key components of the London Policy Framework are the London Plan and the London Housing Strategy.
In 2009 and 2010 both have undergone radical amendment, with the impact of the change of Mayor and latterly
the change of government causing most areas of the documents to come under review.

Since the establishment of the Greater London Authority in 2000, the Mayor of London has had responsibility for
strategic planning in London. The cornerstone of this responsibility is the London Plan, published in 2004, and
subsequently subject to a series of 'Alterations' in 2006 and 2007. In addition to his strategic planning
responsibilities, under the terms of the 2007 GLA Act, the Mayor took responsibility for strategic housing
planning, and strategic housing investment across London, drawing on resources held by the Housing
Corporation and the CLG, as well as the London regional housing budget. The Act also brought new
responsibilities around climate change, tackling health inequalities, and the power to 'call in' all developments of
150 homes or larger.

2.3.2The London Plan

The London Plan replaced previous versions of Regional Planning Guidance, and is the Spatial Development
Strategy for the Capital. It is predicated on continuing growth for the Capital, with an expectation of an
additional 636,000 jobs and 700,000 residents by 2016. The previous version of the Plan, published in
February 2008, reflects some of the change in emphasis of the administration of the current Mayor. This was
followed up in October 2009 when the Mayor published a Replacement Plan. After public consultation, this has
been undergoing Examination in Public during the summer and autumn of 2010, which is due to conclude in
December 2010, with publication of the final version in 2011. The draft Replacement Plan envisages growth
taking place in a sustainable manner, described in six 'fundamental objectives':

Objective 1: To accommodate London’s growth within its boundaries without encroaching on open spaces;
Objective 2: To make London a better city for people to live in;

Objective 3: To make London a more prosperous city with strong and diverse economic growth;

Objective 4: To promote social inclusion and tackle deprivation and discrimination;

Objective 5: To improve London’s accessibility;

Objective 6: To make London a more attractive, well-designed and green city.

" ECORYS A



The draft replacement Plan notes that the immediate implications of this are:

First, growth can only be accommodated without encroaching on open spaces if development takes place more
intensively, leading to higher densities and plot ratios wherever appropriate.

Second, growth must be accommodated in ways that respect and enhance the environment by being exemplary in
mitigating and adapting to climate change, and in being energy and waste efficient.

Third, the future scale and phasing of development needs to be integrated with the capacity of the existing and
proposed public transport system and the accessibility of different locations.

Fourth a range of supply side issues need to be addressed, including the supply of commercial floor space, housing,
relevant skills, adequate transport and a high quality environment.

Fifth, clear spatial priorities are needed. Areas of London that have not benefited from recent development — notably
in parts of East London — need to be prioritised for futur