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South West-wide commentary relevant to LDFs no 1, July 2011 

Housing allocations in South West LDFs and the assumptions behind them
An over-allocation of housing, resulting from planning for high economic aspirations, could result in the ‘cherry picking’ of development sites, creating unpredictable patterns of growth, less sustainable outcomes and potentially greater damage to the environment.
We believe that the above extract from the 4-page briefing we produced in 2008 (attached in the following pages) prior to publication of Proposed Changes to the South West Regional Spatial Strategy (RSS) remains relevant to the decision-making processes for Local Plans/ Local Development Frameworks (LDFs) in the South West - as do the other arguments referred to in that briefing (which refers to consultancy work we commissioned for the RSS process). 
Economic assumptions

Proposed Changes used an economic assumption of 3.2% GVA growth per annum for the development levels proposed, despite the recommendation of the RSS EiP Panel of 2.8%. In our comments on it we continued to express concern that both figures were inappropriately high, with the 3.2% (advocated by SWRDA) being inappropriate to the model used for developing the housing figures. We believe therefore that not only were the housing allocations proposed for local planning authority areas inappropriately high, but that allocations for employment land and retail space in Proposed Changes were also too high (also based on 3.2% GVA) and new job figures were largely aspirational. The inappropriately high ratio used for new homes to new jobs was never addressed.

Since we made our comments on Proposed Changes, economic downturn has occurred and in 2010 Oxford Economics produced a report for SWRDA and South West Councils (web link given in SWRDA, 2011, see below) on the revised outlook for economic performance in the South West - indicating a much lower range for GVA growth than was being used during the RSS process (eg an average of 2% for 2010 to 2030). More recently SWRDA has produced Economic predictions and the planning process - a contribution to the current debate about regional planning for housing need after the recession (January 2011). This document refers to the work commissioned from Oxford Economics in 2010 - pointing out that it is not a sufficient tool for planning with regard to housing numbers (with which we would agree, see  below). 
Its arguments appear, however, to be based on a continuation of its approach for the RSS process of maximising growth, for example: ‘It is advisable to plan to stronger growth, more employment, higher migration and greater housing need rather than less’ p12. The work we commissioned disputes this view and indicates quite the opposite: it indicates that over-allocation of housing can be damaging, not only to the environment and social strands of sustainability, but to sustainable economic growth itself. This is likely to be even more the case in the current circumstances where resources for infrastructure are limited. We would particularly refer you to the full content of the Chris Elton Consultancy Phase 3 and 4 reports which we believe remain pertinent to the discussions likely to be held in the current round of LDF preparation in the South West – and we include them for ease of reference.
 

Local authorities also now have access to a wide range of local economic information as a result of the former Government's requirement for Local Economic Assessments. We believe that local authorities should consider this more recent, detailed, local and wide ranging economic information, in order to develop a more sophisticated approach to determining development levels in their local plans, rather than simply depending on a region-wide or more local GVA growth assumptions alone. This should ensure a more sustainable approach to the economy that respects environmental limits and takes account of social needs, including regeneration, and is appropriate to the different spatial circumstances across areas (as per the sub-regional approach recommended in the economic consultancy work we commissioned).
 
Household projections
Proposed Changes used the Panel’s recommendations for housing allocations based on the 2003-based Household Projections with a further increase (based on the affordability model, see below). Since then 2008-based Household Projections have been published and more recent population projections are available. These appear to support the indication, referred to in our 2008 briefing, of a decline in net in-migration from other English regions and in net international migration to the South West in recent years. We therefore support local authority review of their housing allocations and a more ‘precautionary’ approach (see 4-page briefing).

We also continue to be concerned at the high degree of uncertainty in the projections - see CPRE, 2009: Housing the future (available on www.cpre.org.uk ). Its accompanying information sheet Households in the South West illustrates this for the South West and notes the considerable variation in projected growth at the more local level. We therefore welcome situations where local planning authorities are developing projections incorporating locally researched data (although not able to comment here on the rigour of individual approaches). 
A sustainable and orderly approach to development

Given the above issues, we continue to advocate policy – now in LDFs, rather than a regional strategy - to ensure a sustainable and orderly approach to development. We welcomed the strengthened policy in Proposed Changes on phasing in tandem with the full range of community and social infrastructure requirements (Policies D, F on Master Planning, CS1 and GI1 on Green Infrastructure): we consider this to still be relevant evidence base that should be fully reflected in LDFs in the South West. 
In our comments on Proposed Changes however we also advocate the need for further policy to ensure a sustainable and orderly approach to development, to ensure a phased, plan monitor and manage approach, with an urban focus, to ensure maximising use of sustainability located brown-field land, including any major windfall sites that may arise. See in particular Chris Elton Consultancy Phase 4 report, for example paras 3.24, 4.2 and 4.6, on the need for careful management of delivery to avoid unsustainable outcomes. 
We therefore strongly advocate the need to avoid over-allocation and the need to incorporate well developed policies in LDFs in the South West on phasing and management of delivery. This is essential to avoid the risk of cherry picking of green-field sites, development unsupported by the full range of infrastructure, and in order to avoid inappropriate, unnecessary and unsustainable dispersed development in the countryside. 

Rural housing figures, Affordability and Affordable housing

We continue to question the higher housing allocations for rural parts of the South West put forward in Proposed Changes and the appropriateness of the ‘affordability’ model in the spatial context of the South West - and to emphasise the importance of policies in South West LDFs to prioritise affordable housing as opposed to high levels of open market housing.)**

The Regional Spatial Strategy (RSS) for the South West – the context, May 2008
Independent expert analyses we have commissioned question the assumptions behind the emerging RSS
. This four-page briefing provides the detail behind the letter and summary briefing we sent to MPs in May 2008.

The South West is the fastest developing of the English regions, with the current regional plan requiring an average of just over 20,000 new homes each year. The draft RSS proposes an increase to 23,000 and the Panel Report recommends a further increase to 28,000
. We believe that the final RSS should:

· prioritise urban regeneration; ensure a sequential approach to maximise use of brownfield land; and set a challenging regional brownfield target.
· prioritise affordable homes rather than higher levels of unaffordable new market housing, with an overall housing allocation at least 5,000 new homes per year lower than the Panel’s recommendation;

· take a more cautious approach that respects environmental limits and ensures infrastructure and community facilities are provided in tandem with housing. 
Economic assumptions

The housing proposals assume average economic growth across the region of 2.8% GVA
 each year for the next 20 years. Our economic policy analyst gave evidence that 2.6% would be more consistent with past trends and the assumptions in the housing model used and noted that Cambridge Econometrics estimated an annual average growth of only 2.5% GVA for the region in 2007
. The Panel rejected the higher economic growth aspiration of 3.2% advocated by the Regional Development Agency (SWRDA). 

The ratio used to forecast new homes required to support each additional job in the draft RSS was 1.5. The research we commissioned suggests this is also over-estimated, as the ratio was only 1.39 between 1991 and 2004
.  The Panel Report appears to make no comment on this and thus accept 1.5
. 

The combined effect of lower economic growth and a lower ratio is that the housing forecasts may be overestimated by about 3,000 new homes per annum. 
National planning advice also requires consideration of how economic growth might be achieved and how sustainable it might be - not simply a technical ‘black box’ of the forecasts. An over-allocation of housing, resulting from planning for high economic aspirations, could result in the ‘cherry picking’ of development sites, creating unpredictable patterns of growth, less sustainable outcomes and potentially greater damage to the environment
. 

The Regional Economic Strategy indicates the need for a range of measures to deliver sustainable economic growth, including training and business support, all of which influence the housing requirement. Only GVA and job growth have been taken into account in developing the housing figures for RSS. Our expert advocated that different economic options should be developed at the sub-regional level - to reflect the variation in economic conditions and potential across the region - in order to identify the most sustainable way forward
. The research found that about 25% of growth in the region is currently coming from net in-migration - rather than real improvement in the economy.

Environmental limits and infrastructure

In our evidence to the Panel, we referred to the Regional Environment Network’s paper on environmental limits
 which refers to the ‘precautionary’ approach to environmental limits advocated by the United Nations 2005 Millennium Ecosystems Assessment.  The RES and draft RSS require economic growth to be ‘secured within environmental limits’. We supported the approach in the draft RSS of ‘discounting’ the technical housing figure based on advice from local authorities (from local knowledge of environmental limits, deliverability and realistic infrastructure provision). This is in line with recommendations on environmental limits by DEFRA
. The Panel rejected any such adjustment.

Urban regeneration and brown-field first

The Panel Report regards brownfield and greenfield land as ‘two separate but complementary streams of supply, which should not be sequentially phased.’
 This is out of line with Government policy set out in PPS3 (para 36), which requires that use of previously developed land should be a priority, and with subsequent Government clarification that indicates that the sequential approach of the former PPG3 is retained
.

The Panel has recommended that the 50 per cent brown-field target in draft RSS ‘should not be expressed as anything other than a monitoring target’
. Evidence demonstrates that brown-field land is a constantly renewing resource
. In 2006/7 72 per cent of new and converted homes in the South West were provided on brownfield land.
 
The household projections

The Panel’s recommendations use the Government's 2003-based household projections. These are based on population forecasts, which are in turn developed from population statistics that include two elements: net in-migration from other English regions; and net international migration. The draft RSS gives the impression that population growth ‘has been accelerating since the early 1990s’, but our statistical expert clarified that there had been no past trend of increasing net in-migration to the South West. The 2003-based projections use an average from past years and if a longer time period or more recent years (for the data then available) were included, then a lower average net in-migration figure would be indicated.

The Panel Report acknowledges that an average has been used, but takes the view that the 2003 projections have wide support. However the evidence it cites
 does not include any clear rationale as to why a higher average should be used. In fact the most recent figures
 show a more clearly declining trend in net in-migration from other English regions. International migration in contrast has risen, but more detailed research would be required to assess the housing requirement of this new trend, which is dependent on highly variable data, questionable regional allocations and unknown future policies.

Household size and the occupancy ratio

A key assumption behind the household projections is that the size of households will continue to decline. It is important to realise that if this ratio is adjusted, even slightly, it makes a considerable difference to the end housing figure - as the draft RSS acknowledges. Our statistical expert illustrated this by showing that in the 2004-based projections, the occupancy ratio was already showing a slower decline than anticipated in the 2003-based figures.
 

Confidence limits and uncertainty

The Panel report refers to ‘difficult but inevitable decisions’. We regard this as seriously flawed thinking and continue to support a Plan, Monitor and Manage approach in line with Government policy (PPS3). Our expert evidence commented on the uncertainty of the household projections: the longer ahead the projections, the greater the probability of inaccuracy. The fact that the Government’s household projections are published with only limited background information and no confidence limits is a serious concern
. There is no inevitability about the level of housing increase proposed in the Panel report.

Rural housing figures

We can see no justification for the Panel Report's proposed increases for housing in rural areas. It seems likely that the housing figures at this level are subject to an even higher degree of uncertainty, as well as being out of kilter with realistic estimates of job growth. In addition many rural districts have a high proportion of their area designated as Areas of Outstanding Natural Beauty - where development should be to meet local need only. 

Affordability

The Government’s National Housing and Planning Advice Unit has suggested an even higher housing level for the region:  an illustrative range of 28,700 to 34,000 new homes per annum by 2016
 to improve the affordability
 of open market housing - the aim being to improve the chances of first-time buyers in the longer term. The figures come from a mathematical computer model. They are not based on the South West and its attractive environment.
 A report CPRE commissioned nationally in 2007 includes two case studies from the South West (West Dorset and Torridge). It found no evidence that a high rate of house building holds down house prices
. 

Affordable housing

In the last monitoring year less than 25% of new homes provided in the South West were affordable
. The region’s target, under the Comprehensive Spending Review for the next three years, is just over 6,000 new affordable homes each year. Our analysis is that public funding is the major limiting factor, together with slow introduction of lower thresholds by local authorities to require developers to contribute to the cost. The Panel Report recommends 10,000 new affordable homes - but recognizes that this is only aspirational. We welcome this proposed increase in affordable homes, and we continue think that the priority in the final RSS should be  more affordable homes in the region - not higher levels of new unaffordable market housing. 
****
� Proposed Changes to draft RSS for the South West was published subsequently in 2008 and our full comments on it are on � HYPERLINK "http://www.cpresouthwest.org.uk" ��www.cpresouthwest.org.uk� (under Our Work/planning). The current Government is in process of revoking regional strategies, so that decisions on the level, pace and spatial distribution of development will now be made at local authority planning area level within the South West. Since then some national planning policy guidance has also been updated and the Government is in the process of replacing this with a single National Planning Policy Framework (NPPF), about to be published in draft.


� See also � HYPERLINK "http://www.cpresouthwest.org.uk" ��www.cpresouthwest.org.uk� /home page/ LDF briefing notes, 2010: F: Notes from workshop on economic issues.


� Chris Elton Consultancy (economic policy analyst); Stephen Custance-Baker (statistical modeller); and planning consultants Green Balance and Llewellyn Davies Yeang. The reports for CPRE South West are available on � HYPERLINK "http://www.cpresouthwest.org.uk" ��www.cpresouthwest.org.uk� . Further details of the reports by Green Balance and Llewellyn Davies Yeang are available on � HYPERLINK "http://www.cpre.org.uk" ��www.cpre.org.uk� .


� The RSS will set the levels of new housing to 2026 for every district in the South West. The Examination in Public (EiP) of draft RSS was held in 2007 and the EiP Panel Report was published in January 2008. Government will issue Proposed Changes to draft RSS for final formal written consultation this summer and the final RSS is likely to be published in autumn 2008.


� Gross Value Added


� Chris Elton Consultancy for CPRE South West, 2006: Phase 3 Report, paras 2.3-2.9 and 2007: Review and comments on SWRDA’s response to Matter 2/1.


� Ibid, 2006: Phase 3 Report, para 2.10


� However it appears to use a ratio of 1.2 in considering Salisbury. Panel Report, 2008, para 4.11.16


� Chris Elton Consultancy for CPRE South West, 2006: Phase 4 report.


� Ibid, 2005: Phase 1 and 2 reports


� Ibid, 2006: Phase 3 report, para 3.9 and final table


� Regional Environment Network, 2007: Environment Limits – a background paper


� DEFRA, 2004: Study into the environmental impacts of increasing the supply of housing in the UK, Recommendations 7, 8 and 9 on Regional Spatial Strategies


� Panel Report, 2008, para 3.39


� ‘… the Secretary of State ‘ … agrees… that the proposal would not meet the sequential test set out in PPG3… which is not changed in PPS3’ Decision letter APP/M3455/V/06/1198982 para 17, 8 Feb 2007


� Panel Report, 2008, para 3.39


� Llewellyn Davies Yeang for CPRE, 2007: Untapped Potential.


� Regional Assembly, Annual Monitoring Report 2007


� Stephen Custance-Baker analysis included in CPRE South West, paper for Matter2/2 SWRSS EiP, 2007 and Custance-Baker report for CPRE South West, 2006.


� South West Regional Assembly Regional Spatial Planning and Transport Group paper, Feb 2007: briefing note: factors affecting future household formation rates and paper E Dec 2006, para 3.4.


� NHSCR Inter-regional migration movements within the UK, in the year ending June 2007.


� Stephen Custance-Baker for CPRE South West: Assessment of the 2004 projections, 2007. In the Revised 2004-based projections, issued February 2008, these ratios are unchanged.


� Stephen Custance-Baker analysis included in CPRE South West, paper for matter 2/3 SWRSS EiP, 2007. This includes a reference to King, D. 1999 referring to 1998 Environment Select Committee that recommended that an analysis be presented with the household projections to illustrate the effects of changes in key parameters.  The acceptance of this by Government was recognition that the uncertainties in the projections should be explored more fully by appropriate sensitivity testing. Unfortunately this has never been properly done and only a short web-based summary of assumptions underlying the recent national household ‘projections’ has been published. 


� NHPAU, 2007: Developing a target range for the supply of new homes across England.


� The ratio of lower quartile market house prices to lower quartile earnings.


� CPRE South West, 2007: appendix to Clarifying Policies B and C and related spatial and rural issues.  This refers to Affordability Targets: Implications for Housing Supply (ODPM, 2005), which describes the affordability model and its limitations, including the fact that spatial targeting presents practical problems: one being that migration flows can offset any improvements in affordability.  


� Green Balance for CPRE,2007: Planning for Housing Affordability,  62 page report.


� Ie available for rent or purchase at below market rates.
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