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Chapter 1:Introduction

11

1.2

13

Opinion Research Services (ORS) was commissioned by local authorities in SE London to undertak
Housing Requirements Studies in each borough and a Strategic Housing Market Assessment (SHMA) fo
the sub region. The lotauthorities involved in the project are Bexley, Bromley, Greenwich, Lewisham
and Southwark.

A SHMA is a framework that local authorities and regional bodies can follow to develop a good
understanding of how housing markets operate. It promotes an @@ to assessing housing need

and demand which can inform the development of local development document and regional spatial
strategy planning for housing policies, as set out in Planning Policy Statement 3: Housing (PPS3). Th
purpose of the SHMA is ttorm part of a wider evidence base for the development of housing and
planning polices, which should be considered alongside other factors such as the viability of delivering
affordable housing, land availability and local policy priorities. Therefoeeevidence provided in the
SHMA should not be viewed in isolation. The government has issued Practice Guidance setting out the
scope of a SHMA and suggests how it might be carried out.

The research was based on the analysig,®&4interviews conductedvith households from June 2007

to November 2008(the Household Survey, which primarily underwrote the housing needs and
requirement modelling) coupled with secondary data from the UK Census, Housing Corporation, HM
Land Registry, Office for National Sitis and a range of other sources along with a qualitative
consultation programme with a wide range of stakeholders.

Figurel
Overview of the Document Structure fdhe Suth EastLondon Strategic Housing Market Assessment 2009

1.4

South East London Strategic Housing Market Assessment 2009

Reports

Executive Individual LA
Summary reports

Report of Key

Findings Core Data Report | Subgroup Reports [EEE TNl ol

This document is the technicaéport covering details of the fieldwork and modelling methodology
Other documents available include:

A A core data report covering the main statistical findings
A A report which focuses upon the key findings and potentiattions of the study;

Pages




South East Londonr&tegic Housing Market Assessm@@09: Technical Report

A Studies of the circumstances and housing requirements of particular groups of the population
including, older persons, people with support needs, families, Black and Minority Ethnic groups,
migrant workers, key workers, Low Cost Ho@wnership, intermediate housing, the private
rented sector, low earners, and students;

A A report summarising the extensive stakeholder engagement undertaken for the study
including workshops with economic development and social care officers along witesthis
of a survey and workshop with private landlords;

A An executive summary designed to be accessible to all;

A Individual reports for each of the five boroughs involved in the study.
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Chapter 2:Fieldwork Details

Survey Design

21

2.2

2.3

In partnership with the Counsilwithin the SE London Partnership detailed questionnaire was
designed to gather the required informatianincluding comprehensive information about individual
household members both past and present.

The main sections of the questionnaire are detailed below

A Current housing circumstancegenure, type, size and condition of current home;
Satisfaction with current area and local services;

Previous homes area, type, tenure and reasons for moving;

Future moveg, likelihood of moving, preferred tenure anddily destination;

Household profile; age, gender, relationships, ethnicity and employment;

Health problems, special needs and housing options for getting older;

Changes in the household structurgersons that have recently left household and the
likelihood of household members leaving the household in future;

A Financial issuessources of income, income level, savings and debts; and

A Housing costg current costs, second homes and experiences of financial difficulties.

> > B>y B> >

While the same core questionnaire wased for each borough, a number of minor changes were
included for each different borough to collect information which was resgliifor borough level
purposes.

Fieldwork Summary

2.4

25

2.6

The need for reliable data about household composition, affordability andratharacteristics, such as
special needs, tenure and bedroom requirements meant that a household survey (based upon detailed
LISNER2Y Il AYyOGSNBASga Ay LIS2LX SQa K2YSao ¢la GKS

Providing surveys are conducted with rigososampling and fieldwork standards to ensure a good
approximation to a random survey, surveys can achieve very accurate results with quite moderate sized
samples. However, it is not often understood that only proper random samples can be certified as
more or less accurate at determinate confidence levels.

The fieldwork for theéSouth East London Housing Market Assessrmettived a household survey of a
sample of7,340 households across theubregion For Lewisham, Greenwich and Bexley a fully
random samfe was implemented across the borough. For Southwarkstiveple framework included

a target of 200 interviews in each of the eight Community Council areas in Southwark along with a
booster sample of 150 interviews for the Aylesbury estate.Bromley, tie sample was designed to
allow a minimum of 150 interviews were achieved in 5 areas:

A Bromley Common & Keston,
A Cray Valley West, Cray Valley East and Orpington,
A Biggin Hill
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2.7

2.8

2.9

2.10

A Crystal Palace, Penge & Cator and Clock House
A Remainder o the borough.

In both Bromley and Southwark,very dwelling in each area had an equal chance of selection that
would not be influenced by any previous selection, with the exception of prohibiting the selection of
the same dwelling on more than one occasion.

The population baséor selecting the required sample was the Postal Address File (PAF) which is the
Royal Mail register of small users (i.e. those addresses that only receive small volumes of mail each
week). Whereas the majority of such users are domestic homes, theinalade some small business

and other nonresidential addresseg but through proper fieldwork management, this population
forms an appropriate basis for sampling local households.

In order to achieve the required household surveys, a totalhB62randomly selected addresses
were approached between June 2003 November 2008and a total of7,344 households were
successfully interviewed. Primary target addresses were visited on at least four occasions, at different
times, and on different days before iogy considered a nenontact.

Only resident owners or tenants (or their resident partners) were accepted as respond@ntte
11,962addresses called on161% yielded a successful intervievthough this increases tod4% when
addresses with no houseld resident are discounted from the base sample. The remainder of the calls
were as follows:

Figure2
Interviews Conducted foSouth East Londo(Source: Soutkast Londofdousehold Survey 2@608)

Outcome of Contact Number of Adiresses % of Addresses % of Households
Approached Approached Approached
Household Interviewed
Successful interview 7,344 61.4% 64.4%
Household Not Interviewed
Refused to be interviewed 1,999 16.7% 17.5%
Not contactable 2,056 17.2% 18.0%
No Household Resident
Property empty 333 2.8%
Non-residential or business only property 30 0.3%
Property confirmed demolished 37 0.3%
Property otherwise untraceable 163 1.4%
TOTAL 11,962 100.0% 100.0%
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Chapter 2Fieldwork

Figure3
Interviews Conducted for BexlefSourceBexleyHousehold Survey 2008)

Outcome of Contact Number of Addresses % of Addresses % of Households
Approached Approached Approached
Household Interviewed
Successful interview 1,258 62.5% 64.8%
Household\ot Interviewed
Refused to be interviewed 367 18.2% 18.9%
Not contactable 316 15.7% 16.3%
No Household Resident
Property empty 62 3.1%
Non-residential or business only property 3 0.1%
Property confirmed demolished 2 0.1%
Property otherwise untraceable 5 0.2%
TOTAL 2,013 100.0% 100.0%

Figure4
Interviews Conducted for BromlegSourceBromleyHousehold Survey 2008)

Outcome of Contact Number of Addresses % of Addresses % of Households
Approached Approached Approached
Household Interviewed
Successful interview 1,272 62.4% 64.2%
Household Not Interviewed
Refused to be interviewed 393 19.3% 19.8%
Not contactable 316 15.5% 16.0%
No Household Resident
Property empty 40 2.0%
Non-residential or business only property 8 0.4%
Property confirmed demolished 1 0.0%
Property otherwise untraceable 10 0.5%
TOTAL 2,038 100.0% 100.0%

Figure5
Interviews Conducted for GreenwictSource GreenwichHousehold Surveg008)

Outcome of Contact Number of Addresses % of Addresses % of Households
Approached Approached Approached
Household Interviewed
Successful interview 1,545 63.2% 65.3%
Household Not Interviewed
Refused to be interviewed 458 18.7% 19.3%
Not contactable 364 14.9% 15.4%
No Household Resident
Property empty 62 2.5% }
Non-residential or business only property 4 0.2% -
Property confirmed demolished 3 0.1% -
Property otherwise untraceable 5 0.2% _
TOTAL 2,443 100.0% 100.0%
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Figue 6
Interviews Conducted for LewishaifSourcelewishamHousehold Survey 2007)

Outcome of Contact Number of Addresses % of Addresses % of Households

Approached Approached Approached

Household Interviewed

Successful interiew 1,506 56.8% 62.2%
Household Not Interviewed
Refused to be interviewed 383 14.5% 15.8%
Not contactable 532 20.1% 22.0%
No Household Resident
Property empty 85 3.2% )
Non-residential or business only property 4 0.2% -
Property confirmed deméished 25 0.9% -
Property otherwise untraceable 115 4.3% 3
TOTAL 2,650 100.0% 100.0%

Figure7
Interviews Conducted for SouthwafBource: Southwark Household Survey 2008)

Outcome of Contact Number of Addresses % of Adiresses % of Households
Approached Approached Approached
Household Interviewed
Successful interview 1,763 62.6% 65.6%
Household Not Interviewed
Refused to be interviewed 398 14.1% 14.8%
Not contactable 528 18.7% 19.6%
No Household Resident
Propetty empty 84 3.0% =
Non-residential or business only property 11 0.4% -
Property confirmed demolished 6 0.2% -
Property otherwise untraceable 28 1.0% -
TOTAL 2,818 100.0% 100.0%

211 Recent CLG Guidance emphasises the importance of high response ratégersifiés an acceptable
range of 6680%. Whilst the achieved response rate 4166 sits within this range, it is not surprising
that it is towards the lower end given the recognised difficulties associated with conducting personal
interviews in the Lodon region.

Statistical Confidence

212 A random sample should be representative of its population to within specified statistical limits, and (as
previously noted) the Soutkast LondorHousehold Survey achievéd340 personal interviews with
households randomy selected throughout the area. The analysis for such a sample should represent
the entire population of households to withil.1% points at the 95% level confidengéehat is, if all
households irSouth East Londowere interviewed, 19 times out of 2e results would not differ by
more than1.1% points from the results for the sample.

213 gych error margins and levels of confidence are linked. Whilst we can be 95% confident that the overall

sample is accurate to withifl.1% points, we are confident that times out of 5 the results will
actually be withirf 0.7% points. A further factor that influences the error margin is the split in opinion.
If the result for a specific question is significantly biased to one response (e.g. if 95% of the sample
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Chapter 2Fieldwork

stated Option A whilst only 5% stated Option B) the results will be subject to a smaller error than if
there was less consensus (i.e. where both Option A and Option B are represented more equally).
Whilst the achieved sample is always accurate to witliri% pants (based on the worst case scenario

of a 50:50 split in opinion), the error margin reduces °t0.15% points when at least 95% of
respondents opt for the same option.

214 The level of accuracy and impact of changes in the opinion split are illustrated hatmgh most
social research projects adopt a confidence level of 95% when reporting their findings.

Figure8
Differential Error Margins by Confidence Level and Opinion Split

Opinion Split

Confidence Level

Margin of Error +

80% (4 times outof 5 749 0.64% 0.44% 0.32% 0.15%
90% (9 times out of 10 . 9504 0.82% 0.57% 0.41% 0.19%
95% (19 times out of 20 1.13% 0.98% 0.68% 0.49% 0.23%
99% (99 times out of 100 1.49% 1.29% 0.89% 0.65% 0.30%

215 Of course, the above table is based on results for the entire population. When results for individual
sub-groups are considered, the error margins will incregdeut to what extent will depend on the
number of achieved interviews within the sigjooup, as d&iled below.

Figure9
Differential Error Margins by Subample Size and Opinion Split

Opinion Split

% of Overall Sample in Stdample

Margin of Error + @ 95% Confidence Level

75% of sample (5(5) 1.31% 1.14% 0.79% 0.57% 0.26%
50% of sample (3,670 1 G105 1.39% 0.97% 0.70% 0.32%
25% of sample (1,835 3 7gy 1.98% 1.37% 0.99% 0.45%
10% of sample (734 351094 3.13% 2.17% 1.58% 0.72%
5% of sample (367 51795 4.43% 3.07% 2.23% 1.02%

Response Bias

218 The confidence limits described above consider only the probability of errors arising in the figures from
chance, and do not take account of other potentially more systematic errors arising from sampte bias
that is, where some households are more likelyparticipate in the study than others.

217 As previously noted, interviews were achieved 286 of all addresses approacheevith 64.4% of all
households approached participating in the survey. As previously noted, the CLG Guidance suggests
that 60-80%o0f households should be expected to participate in a household sur\sey a response
rate of 64.4% sits within this range.

218 Of course, this rate varied for different types of properties approached. The rates achieved at
addresses of different types are ded below. It should be noted that a small number of dwellings
did not have their property type recorded.
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Figurel0
Outcome of Interview Attempt by Property Type and Council Tax Bé®adurce: Soutkast Londotdousehold Survef007-08)
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219 To compensate for these differential response rates, a second weight is derived for each case. This
weight for observed response bias is then combined with the original grossing factor for stratification
to generate a combined weighting factfmr each case.

202 kAt ald AdQa y2i0 LkraaroftsS (2 ARSYGATE TFdz2NIKSNI NB
available about the households that were not interviewed), the profile of the achieved interviews was
also critically considered againstigting secondary data sources.

221 The following figure demonstratebe consistency of the survey with key secondary data for the area.
Figurell compares the age structure of the population®duth East Londofilom the 2007mid-year
population estimates with that from the2007-2008 HouseholdSurvey. This shows that for most age
groups the results from the household survey &aily consistent with those from the 200wid-year
estimates. Howeverthe household wrvey found that the population of childremged 04 is higher in
South East Londonthan is shown by the 200mid-year estimatesThere is also a higher number of
those aged10-49 and 6669 years.

222 The higher number of children ag@e# years is likely to &ve major implications foButh EastLondon
because it implies that there are far more school aged children in the borough than are indicated by the
mid-year population estimates. This is likely to mean that pressure on school plagedbe higrerin
the future.
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Figurell
Age Profile for from 2007 Mig/ear Estimates and 2008 Household Sury8purce: ONS Midear Population Estimates and South East London
Household Survey 20608)
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3.1

3.2

3.3

3.4

35

3.6

Forany housing market assessment, the key or core issues are:

A How many additional units are required?

A How many additional units should be affordable homes?

A For what type of opemarket housing is there demand?

Al12g oAttt WYRSYIYRQ YR WySSRQ OKIy3IS 2@SNJ GA

The ORS Housing Market Model addresses these issues by analysing the whole housing market.
Instead of focusing only or primarily upon poorer households and social sector need, it interprets the
interaction of requirement and supply across all sectors efttbusing market. Social sector needs are
interpreted within the context of market housing demands. This takes account of the interaction of
effective and ineffective demands and needs, and the likely supply from the range of properties
vacated within tle existing stock.

The Model interprets the market dynamicaltyby likening the interchange between households and

gl O yOASa G2 aYvYdzaAlOlrt OKIFIANREE ® ¢KS aYdzaAOlf C
requirement and supply most householdgind suitable vacancies only because others move or suffer
dissolution. In this context, the Model is primarily concerned with households likely to (or that
otherwise need to) move. Of course, some households likely to stay in their current home thay sti
have housing needs that should be addresgdalit, by definition, the appropriate solutions for such
problems will be provided isitu and will therefore not impact on the mix of additional housing
provision.

Whether households want or need to move, antiat housing is appropriate for them, depends upon
their characteristics, requirements and current accommodation. Effective demand is driven primarily
by choicec nonetheless, even wetlff households can find accommodation only if suitable vacancies
arise. On the other hand, housing need is considered objectiyeye¢ S @I f dzZ G Ay 3 K2 dza
housing circumstances alongside their ability to afford local housing to establish a realistic assessment
of housing need.

Through analysing the creation atake-up of vacancies the Model recognises that it is only because
some households wish to and do move that others can find suitable homes. Nevertheless, the lack of
suitable existing housing does not constrain the allocation progéssthe mix of houmg required by

all households (including those currently without housing and unable to afford) is analysed, and it is the
shortfalls identified in the existing stock that determine the mix of new housing required.

The elements of housing need and demaned detailed inFigurel2.
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Figurel2

Derivation of Elements of Housing Need and Demand

Element Derivation

Established households
currently in need

Profile A1

Newly arising need from
established households

Profile A2

Effective demand from
established households

Profile /8

Hidden households emerging
as new households

ProfileB1

Homeless households
housed in hostels and
B&B accommodation

ProfileB2

In-migrant households
to the subregion

ProfileC

Households currently limg in unsuitable housing that need to move to resolve their
housing problems and cannot afford to buy or rent market housing (including homel
households temporarily accommodated in PSL housing).

By definition, all households require affordable housifmut the split between
intermediate and social rent is based on affordability.

The size of property required is based on household composition.

It is assumed that the identified existing need is addressed ol6ry@ar period,
therefore 10% of the totals counted annually.

The future projection for this flow is based on recent trend figures for the last 12
months.

Households currently living in unsuitable housing who were suitably housegieare
ago are assumed to constitute new need during the period, together with householc
who were forced to move during the period and werehreused in affordable housing
due to a problem that would have not been identified 12 months ago.

By definition, all haseholds require affordable housigut the split between
intermediate and social rent is based on affordability.

The size of property required is based on household composition.

The future projetion for this flow is based on expectations of existing households
moving within the sukregion over the next 12 months.

Households are only counted if they are able to afford to buy or rent market housing
therefore by definition all will require marketdusing.

Size of property required is based on household expectations in the context of expr
demand.

The future projection for this flow is based on recent trend figures for the last 12
months. The figure only includes newly forming households from host households it
sub-region.

Households are allocated to market, intermediate or social housing on the basis of
affordability.

Size of property required is based on trends in terms of the nurobbedrooms in
properties occupied by recent newly forming households.

Households currently living in communal housing that requireaasing in traditional
housing.

It is assumed tht the identified existing need is addressed ovéQayear period,
therefore 10% of the total is counted annually.

The future projection for this flow is based on recent trend figures for the last 12
months, with fiveyear projections adjusted on the basis of ONS migration data for tk
last five years.

Households are allocated to market, intermediate or social housing on the basis of
affordability.

Size of property required is based on trends in termthefnumber of bedrooms in
properties occupied by recentimigrant households.
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¥1 The extent to which the market clears depends upon the match or mismatch between the households
seeking housing, on the one hand, and the available stock, on the othersolinces of housing supply
are detailed irFigurel3.

Figurel3
Derivation of Elements of Housing Supply

Element Derivation

The future projection for this flow is determined by the three flows of established
households considered within the elements of housing need and demand:

Property vacated by i Established households currently in need;
established households i Newly arising need from established households; and
moving home i Effective demand from established households.

ProfleE  ajj established households moving are assumed to vacate their current home.

The type and size of property counted within the supply is based on the dagheéind
number of bedrooms in the current home, i.e. theoperty being vacated.

The future projection for this flow is based on the structure of individual households
coupled with ONS survival rate statistics. Eaahskbold is allocated a probability of
Property vacated following survival such that a residual probability of dissolution can be derived.
household dissolutiondueto | f f K2 dzZASK2f Ra ARSYGAFTASR Fa Y2@0Ay3a i
death or household merging communal housing or otherwise no longer requiring independentsitogiare also
ProfileF counted as vacating their current home.

The type and size of property counted within the supply is based on the agpesdnd
number of bedrooms in the current home, i.e. the property being vacated.

The future projection for this flow is based on expectations of existing households
moving away from the subegion over the next 12 months, with fiweear projections
adjusted on the basis of ONS migration data far kast five years.

All outmigrant households are assumed to vacate their current home.

The type and size of property counted within the supply is based on the agheénd
number of bedrooms in the current home, i.e. the property being vacated.

Property vacated by
out-migrant househdds
leaving the subregion

ProfileG

37 Of murse, new housing development and property conversions will also contribute to housing supply in
the subregiong but these components are not considered by the Model, for it is seeking to understand
how the existing housing stock will (or more importgnitill not) be able to house future households in
the area.

%% To do this, the Model notionally assiggsor matchesc available housing to households. Through

matching gross housing requirements with supply (vacancies created), the model identifies negghous
requirementsq i.e. those households who are unlikely to find suitable housing within the existing
housing stock. Such an approach was recognised by Bramley and Pawson (2000) in the DETR Goc
Practice Guidance, where it was noted that:

The value of tis approach is that it makes the connections between what is happening in the
LINA Gl GS aSOG2NI FyR (GKS a20Alt aSOG2N) SELX AOA
without trace, and draws particular attention to the roles of migration.
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39 The key stages of the model can be summarised as follows:

A Gross Housing Requiremeffrofile D] =Established Households [Profile A] +
New Households [Profile B] +
In-migrant Households [Profile C]

A Housing SupplyProfile H] = Established Househol@Brofile E] +
Household Dissolution [Profile F] +
Outmigrant Households [Profile G]

A Net Housing RequiremerfProfile ] = Gross Housing Requirement [Profile-D]
Housing Supply [Profile H]
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Assessing Affordability

319 Household affordability critichl underpins the housing requirement analysisletermining both the
ability to afford market housing (and be an effective housing demand) and the inability to afford
market housing (and be a real housing need). Affordability is a complex issue andassessed in a
number of different ways, but each method depends on common factors that are crucial to the
analysis. The affordability of any particular household will depend on the relationship between:

A The cost of appropriate local housing, and
A The amout that the household is able to afford.

Having established the cost of local rented housing, it is also important to corteel@mount that
households are able to afford. TiNational Housing Federation h&mditionally promoted that it is
appropriatefor households to spend up to 30% of their net income on rent or mortgage payments, and
in providing affordable housing, Local Authorities and RSLs have often based affordability tests on this
relatively straightforward calculation. Nevertheless, whiltis may be suitable for households
expecting to pay relatively low rents in the social sector, the implications become somewhat unrealistic
in considering the payments for more expensive properties in the private sector.

M e KS [2yYR2Y | 2dzANRI (GSRINILIEA2 yR26CdkY Sy i NB O2 Ay A 2
expected to contribute as much as 50% of net income towards their total housingcostsg that it
is not the proportion of income that is the oweding factor, but that the most important cordgration
is the amount of residual income available after the identified costs have been paid.

313 The affordability tests used for the study seek to ensure that households are not committed beyond
their means, but do not allocate affordable housing to houddhavho are realistically able to afford
housing in the private sector.

Assessing Affordability for Owner Occupation

314 |n terms of the affordability assessment for owrmacupiers, whilst private renters will be expected to
meet recurring costs each week imonth it is accepted that owner occupiers will normally rely upon a
loan or mortgage from a building society or other lender. Therefore, in the context of owner
occupation, it is important that the householder is not only able to afford the repaymenssici a
loan but that also such a loan is accessible to that household. For this reason, a mortgage multiplier is
normally applied to determine the amount households are able to afford when considering home
purchase.

¥1% The assessment of mortgage eligibiigopted for this analysis is consistent with the method used for

the Greater London Housing Requirement Study 2004 to ensure that results remain comparable.
Households are assumed to be able to borrow up to 3.5x their main income in addition to 1.0x any
secondary income. Where households do not have a 10% deposit or where the primary income is
below £15,000 per annum, the primary multiplier is restricted to 3.0x the main incomich is
particularly relevant in the current financial climate, where magdg lenders are becoming increasingly

reluctant to lend to borrowers without existing equity or other significant deposit available.
316 |n addition to the mortgage eligibility, it is also important that the assessment of affordability for owner

occupation cosiders other household resources, including:

A Savings;
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A Debts;
A Equity (positive or negative) from current home (for current owners); as well as the
A Amount that can be borrowed.

317 perhaps the most important additional resource is any equity that a householdhaay in their

existing home because, whilst the early years of a mortgage may not impact significantly on the

amount of capital repaid, increases in house prices can bring significant additional resources.

318 |n summary, the amount affordable for owneccupmtion is therefore: savings minus debts plus/minus

positive/negative equity plus the borrowable amount.

Assessing Affordability for Weekly Rent

319 Unlike with ownefoccupation, the rental market does not require a single capital payment to be made
upfront that has to be funded from a source such as a mortgage. Instead, it is based exclusively on a
recurring payment taken from the individual household budget. The assessment for rent has been

3.20

3.21

3.22

3.23

based upon that proposed in the Practice Guidance, with 25% of holgross income assumed to
be available for rent.

In practice, the use of gross income (as opplasethe net income) reduces the assumed payments for

lower income households because they are typically liable for less deductions (such as income tax and
national insurance) from their income. Where households have no deductions from their earnings,

they are assumed to pay only 25% of their net income on housing ccbsit this increases to a
maximum contribution of 31.5% of net income for those houses@adrning up to £15,000 gross.

Previous guidance for Assessing Local Housing Needs published by the DETR in 2000 recognised that

there was significant scope for improving assessments based on affordability ratios, noting that:

This approach can be made ra@ophisticated in a number of ways. In particular, it can

incorporate the concept of residual income; that is, the amount of income a household has to live on

after meeting their housing costs. The more residual income, the higher the affordabilityinatio
is bearable; housing costs equating to, say, 30 per cent of net income are more of a realistic
possibility for a household with an income of £30,000 than for one with an income of £15,000.
Residual income calculations normally start from net incangktake account of the number and

age of household members supported by a given income. This is done through the application of an
WAy O2YS SljdagttSy0S a0kt SQT SEFYLX Sa 27F &dzOK

Wy SG Sl dzA @ lart b8 galtulateyf@ Bavith@useabold concerned and this figure (rather than
the unadjusted household income) is fed into the affordability calculation. (DETR 2000, p58)

The Greater London Housing Requirement Study 2004 developed the use of the McClements
equivalence scale in relation to assessing housing need, as a more sophisticated (and realistic)

assessment process.

Therefore, whilst the core affordability analysis is based on 25% of household gross income being paid

on housing costs, this amount is reduk for households with dependents using the McClements

equivalence scale. Conversely, for households with higher incomes the amount is increased up to a

maximum of 30% of household gross income for households with incomes of £40,000 or more.
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Understandng the Required Housing Mix
Type of Housing Required

324 The following section provides detailed outputs from the Housing Market Model. In considering the
projected flows of housing need, demand and supply, we can determine the likely pressure placed
upon thedwelling stock; and the implicit requirement for additional housing provision.

2% In seeking to understand the required housing mix, household affordability has been grouped into
three classifications; Market Housing, Intermediate Housing and Social Reriedsingg in the
context of the following statements from PPS3:

Affordable housing is:

Affordable housing includes social rented and intermediate housing, provided to specified eligible
households whose needs are not met by the market. Affordable haisinitg:

A Meet the needs of eligible households including availability at a cost low enough for
them to afford, determined with regard to local incomes and local house prices.

A Include provision for the home to remain at an affordable price for future igigib
households or, if these restrictions are lifted, for the subsidy to be recycled for
alternative affordable housing provision.

Social rented housing is:

Rented housing owned and managed by local authorities and registered social landlords, for which
guideline target rents are determined through the national rent regime. The proposals set out in the
Three Year Review of Rent Restructuring (July 2004) were implemented as policy in April 2006. It
may also include rented housing owned or managed by otheopgf@nd provided under

equivalent rental arrangements to the above, as agreed with the local authority or with the Housing
Corporation as a condition of grant.

Intermediate affordable housing is:

Wl 2dzaAy3 G LINAOSA I yR NEeiow market pregbBrenisKapdwBich2 ¥ 3
meet the criteria set out above. These can include shared equity products (e.g. HomeBuy), other low
cost homes for sale and intermediate rent

The definition does not exclude homes provided by private sector boglies/mted without grant

funding. Where such homes meet the definition above, they may be considered, for planning
purposes, as affordable housing. Whereas, those homes that do not meet the definition, for
SEFYLX ST wiz2g 0O2aid YlInbdedd for plErdidgipirgdses, as\affordabié 2 (i 6
housing.

There is further guidance on eligibility for affordable housing, recycling of subsidy, specific features
of social rented and intermediate affordable housing and the application of the affordablmgous
definition, in particular with regard to the extent to which agrant funded and private sector low

cost housing products meet the definition in the Affordable Housing Policy Statement.
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326 |n allocating households to specific types of housing, the késrohining factor is affordability:

A Social Rented Housingfor those households unable to afford any more than target social
rents;

A Intermediate Housing; for those households able to afford more than target social rents, but
unable to afford to buy owneoccupied housing and unable to afford to rent privately at rents
at the market rent threshold; and

A Market Housingg for those households able to afford to buy owrsecupied housing or able
to afford to rent privately at rents at or above the market rehteshold.

327 Therefore, the gross requirement for Intermediate Housing constitutes households who cannot afford
GKNBaK2f R LINAOSA F2NJ YIFINJSG K2daAaAy3d o0AdSed (KSe (
sector or lowest quartile purchase pricés)t can afford more than target social rents.

328 When considering the appropriate housing supply, the following sources of supply are considered:

A Social Rented Housingsocial housing provided to rent from local authorities and Registered
Social Landlords;

A Intermediate Housing; dedicated intermediate housing products (such as shared ownership,
discount market sale, suimarket rent, etc.) and housing in the private rented sector with rents
below the market rent threshold (i.e. within the lowest quartile)dan

A Market Housingg owner-occupied housing and housing in the private rented sector.

329 It is worth noting that the supply of Intermediate Housing from within the existing stock constitutes
both existing Intermediate Housing products (such as shared ownelitgp) to be vacated, and also
housing in the private rented sector that costs less than the threshold prices for market housing (i.e.
K2dzaAy3 gAGK NBydGa Ay GKS £26Sad ljdzZ NGAfSoo 2 KA
Englishdnguage meaning) to households allocated to the Intermediate Housing requireqrsenthis
supply is offset against the gross Intermediate Housing requirement when calculating the net
Intermediate Housing requirement within the modelling analysis. Thisageh is consistent with the
Practice Guidance, which recognises the need to understand how the private rented sector is
contributing to satisfying housing need.

330 The net requirement for Intermediate Housing constitutes those households identified witdigross

Intermediate Housing requirement who are unlikely to be able to find an home within the existing
housing stock at a price they could affardso in providing additional housing for them, the housing
would have to cost less than the threshold pader market housing (though more than target social
rents). To ensure that the new housing meets the needs of these households, it would have to be
provided as Intermediate Affordable Housing (as set out in P@B8)any new private rented housing
would not have rents within the lowest quartile unless they were controlled.
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Profile Al: Newly Arising Need from Established Households

The future projection for this flow is based on recent trend figures foraise12 months.

Households currently living in unsuitable housing who were suitably housegleareago are assumed to constitute
new need during the period, together with households who were forced to move during the period and wesased
in affordablehousing due to a problem that would have not been identified 12 months ago.

By definition, all households require affordable housirtmit the split between intermediate and social rent is based on
affordability. The size of property required is basedtoyusehold composition.

Figureld
Length of Time Households have Experienced Probl¢gmire: South East London Household Survey 2087 Note: Figures may not sum due to
rounding)

Factor Number of Households

Households with problems that existed for more than 12 mon 21,842
Households with problems that have arisen within the last 12 mer 10,676
Households that need to move, but cannot afford to rent or buy market housii 32,518

Figurel5
5-year Gross Housing Requirement: Newly Arising Need from Established HouseSwdsce South East London Household Syrn200708.
Not