
Appendix 6 Newly Arising Need 

Introduction: The Local Housing Market Assessment for Pembrokeshire attempted to estimate year on year newly arising need for affordable housing by using population projections and income data to estimate the number of newly forming households that would not be able to meet their housing needs in the open market, and additions to the housing register in the year prior to the assessment as an estimate of existing households falling into need. This gave rise to very high figures for newly arising need, 1623 per year for the whole of Pembrokeshire. This figure was considered implausible for a number of reasons – please see commentary in the main body of this Background Paper. 

This paper attempts to arrive at a more plausible estimate of year on year newly arising need in the Pembrokeshire Coast National Park using household projections derived from population projections. Two scenarios for the population projection have been explored:

· a 'natural change' projection, 

· and a projection that considers the natural change in the population, but also allows for migration of young people (15-24) with areas outside Pembrokeshire. 

A natural change projection is one that only considers births and deaths within the population, migration into and out of the population is considered to be zero (i.e. it forecasts the population changes one might expect if the population was completely isolated). The second projection includes the elements of the natural change projection, but also includes an element of migration in the 15 to 24 age groups while assuming migration at all other age groups to be zero. This second projection approach has been undertaken to allow for the assumption that in any population, not all members will wish to remain in that population (for example, they might wish to move away for employment, educational or cultural reasons). Though this behaviour could occur at any age, migration data suggests it is particularly evident amongst young adults. Young adult households are also likely to represent the majority of newly arising households so it is in these age bands that migration will have the most impact on housing need to 2021.

Three scenarios have been explored for assessing what proportion of newly forming households will be in need: 

· that meeting need in the open market involves buying a dwelling in the National Park, 

· meeting need involves buying a dwelling in Pembrokeshire outside the National Park, or 

· it involves renting in the private sector in the National Park.

This study only attempts to predict need arising from within communities in the National Park as it is housing people in this group that gives rise to most public concern.
Method: Tables A1 to A5 show the method worked through for the natural change projection / buy a dwelling in the National park scenario (as an example). The resulting estimates for each scenario are summarised in table 4.

The first step in estimating newly arising need is to prepare a projection for the population in the National Park. 

The population projection was prepared using a simple, yet robust, cohort component model
 which gives projections by gender and five year age band, at five year intervals (table A1). To allow for out migration of young people with the rest of Wales and the UK the net migration (inflow from outside Pembrokeshire minus outflow to outside Pembrokeshire) the mean net migration rate for the gender/age bands has been calculated from migration data for 2002 to 2006 provided by the Office for National Statistics to Pembrokeshire County Council for the area of the National Park and the area of Pembrokeshire outside the National Park
.

The population projection was then used to estimate the number of households using the household headship method, the number of individuals in a gender age band is multiplied by the proportion living in households and the household headship rate for that gender/age band (the probability of an individual in that gender/age band being Household Reference Person (HRP) for the household in which they live
). Table A2 shows the number of households broken down by the gender/age band of the HRP. Genders are summed to give table A3 Households by age band of the household head.

In order to estimate the number of households forming the number of HRPs in a given age band is compared with the number of HRPs in the age band below five years before. This technique tracks a cohort of individuals and determines the change in the number of HRPs over the five year period and, hence, estimates the number of households forming out of that cohort in the period (table A4). As can be seen from table A4 household formation in the older age bands (75 plus) is negative, households are dissolving due to death or infirmity. Since some of these households will have occupied affordable housing these housing units need to be considered as part of the supply to offset the need amongst newly arising households.

For the purposes of this estimate household formation is assumed only to occur within the 15 to 34 age bands as this is where a distinct pattern of such activity is evident (though see later discussion). Household dissolution is assumed to only occur in the 75 plus age bands.

There is market housing available for sale or rent in the National Park and more widely, and some newly forming households will be able to meet their needs in this market. Their ability to do so will largely be dependent on income, and prices in the market. Market lower quartile sale prices for semi-detached and terraced houses and flats (which can be regarded as the cost of a modest house) in the National Park and in Pembrokeshire outside the National Park are shown in table 1, together with the household income required to buy at that price assuming a 3x mortgage multiplier. Private sector rental rates are shown in table 2. The income required to rent assumes that the household will spend 30% of its income on rent. Paycheck income data from CACI for 2008 have been used to estimate the proportion of households with incomes below the thresholds. These can then be used to estimate the proportion of newly arising households likely to need some form of affordable housing. 

Table 1

	
	Lower quartile price for semi-detached, terrace and flats in 2008
	Income required to buy

	Pembrokeshire Coast NP
	£151,000
	£50,000

	Pembrokeshire outside NP
	£116,500
	£38,000


Table 2

	
	Mean rental rate for unfurnished 2 and 3 bed properties advertised in August 2009
	Income required to rent

	Pembrokeshire Coast NP
	£610
	£24,400

	Pembrokeshire outside NP
	£545
	£21,800


Table 3

	Tenure/location
	Income threshold to afford
	Proportion of households below threshold

	Own / Pembrokeshire Coast NP
	£50,000
	0.878

	Own / Pembrokeshire outside NP
	£38,000
	0.773

	Rent / Pembrokeshire Coast NP
	£24,400
	0.588

	Rent / Pembrokeshire outside NP
	£21,800
	0.5


To estimate the number of dissolving older households in affordable housing (i.e. contributions to the supply of affordable housing), the decrease in the number of households was multiplied by the proportion of households with a household head between 'pensionable age' and 74 living in Local Authority of RSL housing at the 2001 Census
 (0.15).

Results: Projected household formation and dissolution multiplied by the proportion in need or in affordable housing is shown in table A5 (for the Natural change projection / buy in the National Park scenario) and summed to indicate projected need between 2006 and 2021. This projected need for each of the scenarios is shown in table 4.

Table 4

	Scenario
	2006-2011
	2011-2016
	2016-2021
	2006-2021 Total
	2006-2021 per year

	Natural change projection / buy in NP
	486
	500
	450
	1437
	96

	Natural change projection / buy in Pembrokeshire outside NP
	416
	428
	384
	1228
	82

	Natural change projection / rent in NP
	292
	302
	266
	861
	57

	Natural change + young migration projection / buy in NP
	362
	350
	299
	1011
	67

	Natural change + young migration projection / buy in Pembrokeshire outside NP
	306
	296
	251
	853
	57

	Natural change + young migration projection / rent in NP
	208
	202
	165
	575
	38


Of the scenarios explored those involving meeting need by buying in Pembrokeshire outside the National Park and renting in the private sector are probably least useful. Allowing for need arising within the National Park to be addressed in the market outside the Park, would perpetuate the situation of young people in the National Park having to move out of the Park in order to access housing. It might be considered that renting in the private sector would offer a solution for some households, however security of tenure and quality in this sector are causes for concern. Allowing for the fact that some migration of young people with areas outside Pembrokeshire is likely to occur and be driven by issues other than housing, the extent of newly arising need might be considered to lie somewhere between the 'Natural change projection / buy in NP' and 'Natural change + young migration projection / buy in NP' scenarios.

Discussion & Conclusions: This is clearly a 'quick and dirty' attempt to get an idea of the need for affordable housing we can expect to arise between 2006 and 2021. The figures are likely to be subject to significant uncertainty which is difficult to quantify (though this is likely to be true for most techniques for estimating arising housing need, including the recommended Local Housing Market Assessment Method
).

Clearly ignoring the age bands between 35 and 74 is potentially a source of error. However, as can be seen from tale A4 the rate of predicted household formation becomes much lower when the HRP is aged 35 or over, suggesting that the age bands where most household formation occurs has been covered. It is also likely that determining the proportion of households unable to meet there needs in the open market will be more complicated in the age bands between 35 and 74 with households more likely to have existing assets that can contribute to meeting their housing needs. From table A4 it appears that the rate of household formation in the 70 to 74 age band is comparable with that in the 15 to 34 age bands. However, this is likely to represent the formation of HRPs rather than households, as people become HRPs following the death of a partner.

Like the Local Housing Market Assessment method this approach considers contributions to the supply (in this case an estimate of housing becoming available through dissolution of older households). However, neither approach considers the increase in supply associated with increasing the total stock. The size supply through re-lets is a function of the total stock, so if new affordable housing units are added to the stock the annual supply through re-lets would increase accordingly. Therefore as affordable units are built one would expect the need to decline, theoretically reaching a balance between new need arising and units becoming available through household dissolution or households otherwise leaving the affordable housing sector in the area.

Assuming the technique used gives a reasonable prediction, from table 4, taking just the 'Natural change projection / buy in NP' and 'Natural change + young migration projection / buy in NP' scenarios, it can be seen that newly arising need falls between around 60 and 100 households per year between 2006 and 2021. It is not possible to make a direct comparison with the Local Housing Market Assessment carried out for Pembrokeshire as that considered travel to work areas and the county as a whole. However, applying the technique outlined in this paper to the whole of Pembrokeshire suggests that for the National Park the Local Housing Market Assessment as carried out would have identified about double the rate of newly arising need identified in this paper.

Tables A1 to A5: method worked though for the Natural change projection / buy in the National Park scenario.
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� Rowland (2006) Demographic Methods and Concepts. New York, Oxford University Press


� These data were used by Pembrokeshire County Council to prepare population projections for Pembrokeshire, the area of the Pembrokeshire Coast National Park and the area of Pembrokeshire outside the National Park (Pembrokeshire County Council (2008) Population, Household and Labour Force Projections. http://www.pembrokeshire.gov.uk/objview.asp?Language=&object_id=4136).


� 'Household Representative Person' (HRP) is becoming a more commonly used term than 'Household head'. As a household must have one and only one 'representative person', the number of 'representative persons' is the same as the number of Households. The headship rate is derived from 2001 Census data by dividing the number of HRPs in each gender/age band (table S003) by the number of household residents in that gender/age band (table S001)


� Table S013.


� Welsh Assembly Government (2006) Local Housing Market Assessment Guide. http://wales.gov.uk/desh/publications/housing/marketassessguide/guide.pdf?lang=en
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Table A3: Number of households with HRP at each age band


		

		2001

		2006

		2011

		2016

		2021



		   0- 4

		0

		0

		0

		0

		0



		   5- 9

		0

		0

		0

		0

		0



		10-14

		0

		0

		0

		0

		0



		15-19

		67

		75

		67

		57

		56



		20-24

		251

		354

		394

		352

		306



		25-29

		379

		388

		537

		598

		530



		30-34

		586

		472

		489

		673

		749



		35-39

		738

		608

		490

		509

		699



		40-44

		799

		762

		628

		505

		525



		45-49

		865

		792

		756

		623

		502



		50-54

		1114

		879

		807

		771

		636



		55-59

		1001

		1090

		861

		793

		757



		60-64

		896

		958

		1044

		825

		764



		65-69

		895

		914

		986

		1079

		854



		70-74

		969

		993

		1011

		1118

		1225



		75-79

		599

		528

		547

		556

		632



		80-84

		499

		510

		456

		473

		484



		85+   

		357

		347

		348

		326

		322





Table A4: Increase in number of HRPs over previous cohort at previous timepoint (eg HRPs aged 20-24 at 2011 minus HRPs aged 15-19 at 2006)

		Age at end of five year period

		2006

		2011

		2016

		2021



		   0- 4

		 

		 

		 

		 



		   5- 9

		 

		 

		 

		 



		10-14

		 

		 

		 

		 



		15-19

		75

		67

		57

		56



		20-24

		287

		319

		285

		249



		25-29

		137

		183

		204

		178



		30-34

		93

		101

		136

		151



		35-39

		22

		18

		20

		26



		40-44

		24

		20

		15

		16



		45-49

		-7

		-6

		-5

		-3



		50-54

		14

		15

		15

		13



		55-59

		-24

		-18

		-14

		-14



		60-64

		-43

		-46

		-36

		-29



		65-69

		18

		28

		35

		29



		70-74

		98

		97

		132

		146



		75-79

		-441

		-446

		-455

		-486



		80-84

		-89

		-72

		-74

		-72



		85+   

		-152

		-162

		-130

		-151
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Table A2: Household Reference Persons at each gender/age band


		Male HRPs

		

		

		

		

		



		Year:

		2001

		2006

		2011

		2016

		2021



		   0- 4

		0

		0

		0

		0

		0



		   5- 9

		0

		0

		0

		0

		0



		10-14

		0

		0

		0

		0

		0



		15-19

		23

		25

		22

		21

		19



		20-24

		130

		172

		192

		167

		160



		25-29

		230

		256

		339

		377

		328



		30-34

		397

		316

		351

		465

		518



		35-39

		510

		423

		337

		374

		496



		40-44

		540

		520

		431

		343

		381



		45-49

		595

		535

		515

		428

		341



		50-54

		746

		596

		536

		517

		430



		55-59

		633

		695

		557

		502

		485



		60-64

		570

		562

		619

		497

		449



		65-69

		526

		557

		551

		609

		491



		70-74

		491

		494

		525

		521

		579



		75-79

		217

		212

		214

		227

		226



		80-84

		182

		211

		205

		206

		219



		85+   

		106

		123

		141

		145

		145



		

		

		

		

		

		



		Female HRPs

		

		

		

		

		



		Year:

		2001

		2006

		2011

		2016

		2021



		   0- 4

		0

		0

		0

		0

		0



		   5- 9

		0

		0

		0

		0

		0



		10-14

		0

		0

		0

		0

		0



		15-19

		44

		49

		45

		36

		37



		20-24

		121

		182

		203

		185

		146



		25-29

		149

		132

		198

		221

		202



		30-34

		189

		156

		138

		208

		232



		35-39

		228

		185

		153

		135

		204



		40-44

		259

		242

		197

		162

		144



		45-49

		269

		257

		241

		196

		161



		50-54

		368

		283

		271

		253

		206



		55-59

		368

		395

		304

		291

		273



		60-64

		326

		396

		425

		328

		315



		65-69

		369

		357

		436

		470

		364



		70-74

		478

		499

		487

		596

		647



		75-79

		382

		317

		333

		328

		406



		80-84

		316

		300

		251

		267

		265



		85+   

		251

		224

		206

		181

		177
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Table A5: Estimated households in need arising (HRP in 15-34 age groups) and households dissolving in affordable housing (HRP in 75+ age groups) during projection interval.


		Age at end of five year period

		2006-2011

		2011-2016

		2016-2021



		   0- 4

		 

		 

		 



		   5- 9

		 

		 

		 



		10-14

		 

		 

		 



		15-19

		58.826

		50.046

		49.168



		20-24

		280.082

		250.23

		218.622



		25-29

		160.674

		179.112

		156.284



		30-34

		88.678

		119.408

		132.578



		35-39

		 

		 

		 



		40-44

		 

		 

		 



		45-49

		 

		 

		 



		50-54

		 

		 

		 



		55-59

		 

		 

		 



		60-64

		 

		 

		 



		65-69

		 

		 

		 



		70-74

		 

		 

		 



		75-79

		-66.9

		-68.25

		-72.9



		80-84

		-10.8

		-11.1

		-10.8



		85+   

		-24.3

		-19.5

		-22.65



		Arising over 5 years

		486.26

		499.946

		450.302



		Arising per year

		97.252

		99.9892

		90.0604
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Table A1: Natural change projection by gender and five year age band


		Males

		

		

		

		

		



		Year:

		2001

		2006

		2011

		2016

		2021



		   0- 4

		599

		543

		550

		587

		590



		   5- 9

		626

		598

		543

		550

		587



		10-14

		719

		626

		598

		542

		550



		15-19

		646

		718

		625

		598

		542



		20-24

		487

		645

		717

		624

		597



		25-29

		438

		486

		644

		716

		624



		30-34

		549

		437

		485

		643

		716



		35-39

		661

		548

		436

		485

		642



		40-44

		684

		659

		546

		435

		483



		45-49

		756

		679

		655

		543

		433



		50-54

		933

		746

		671

		647

		537



		55-59

		827

		908

		727

		655

		633



		60-64

		799

		787

		867

		696

		629



		65-69

		693

		733

		725

		802

		646



		70-74

		593

		597

		634

		630

		699



		75-79

		473

		460

		465

		495

		493



		80-84

		270

		312

		303

		305

		324



		85+   

		154

		179

		205

		210

		211



		

		

		

		

		

		



		Females

		

		

		

		

		



		Year:

		2001

		2006

		2011

		2016

		2021



		   0- 4

		499

		520

		527

		561

		564



		   5- 9

		631

		499

		520

		526

		561



		10-14

		691

		631

		499

		520

		526



		15-19

		620

		691

		631

		499

		520



		20-24

		412

		620

		691

		631

		499



		25-29

		465

		412

		620

		691

		631



		30-34

		564

		465

		412

		619

		690



		35-39

		694

		564

		464

		411

		619



		40-44

		741

		693

		563

		464

		411



		45-49

		773

		739

		691

		562

		463



		50-54

		999

		769

		735

		688

		559



		55-59

		921

		988

		761

		729

		683



		60-64

		743

		902

		970

		748

		717



		65-69

		734

		711

		867

		935

		724



		70-74

		641

		668

		652

		799

		867



		75-79

		634

		526

		554

		545

		674



		80-84

		458

		434

		363

		386

		384



		85+   

		410

		366

		337

		296

		289






