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Introduction

1.

This paper briefly outlines the relationship between the TAYplan
Housing Needs and Demand Assessment (HNDA) and the
identification of the housing land requirement for the TAYplan Strategic
Development Plan (SDP).

Housing Needs & Demand Assessment

2.

Consultants Arneil Johnston were commissioned to prepare a
TAYplan-wide assessment of housing need and demand. The
assessment was led through a steering group involving representatives
from both housing and planning services from each of the TAYplan
authorities and Scottish Government Housing Investment Division, and
TAYplan officers. The assessment was undertaken in accordance with
the HNDA guidance but taking a pragmatic approach for this first SDP.

Identification of the Housing Land Requirement

3.

The Arneil Johnston study provides an understanding of the total
needs and requirements for affordable housing and market housing
across the TAYplan area based on a selected set of data inputs.
However the HNDA study does not in itself identify the housing land
requirement in land supply terms and further work was therefore
necessary to set the housing land supply targets for the SDP Main
Issues Report (MIR). The findings of the HNDA study have however
informed this process to arrive at a HNDA for the SDP.

The HNDA suggested significantly high levels of housing need across
the TAYplan area. A review of the methodology and outputs of the
study revealed that a major contributory factor to this was the high
household formation rates which were derived from the use of survey
data in the study. In preparing the housing land requirement for the
SDP MIR the decision was taken to instead primarily use the
household formation rates within the GROS 2006-based household
projections to assess the future net change in households which the
planning system can realistically provide for, whilst planning for growth
in Dundee. This approach is set out in detail in the attached extract
from the TAYplan Background Technical Paper chapter 3: Quality
Places — People (Appendix 1).

A second issue relates to the identification of the existing backlog of
housing need. As for the new household formation, the HNDA relied
heavily on survey data in the identification of existing need. This again
resulted in high levels of backlog need across the TAYplan area.
However, as above-mentioned the decision was taken to base the
calculation of the housing land requirement for the MIR on GROS data.
Identifying the number of current households in need of a home for
both affordable and market housing without using survey data would
require an assessment of the proportion of the housing stock that is not
currently operational i.e. vacant and second / holiday homes.



6. Comparable statistics were not available to adequately separately
identify the vacant stock in each housing market area. Instead a single
allowance has been added to the requirement for vacant properties
and second / holiday homes together. Whilst this does not therefore
directly relate to any existing backlog in individual housing market
areas, adding this allowance means that more homes are planned for
overall than the projected change in households alone would require.
In addition, a flexibility allowance has been added which allows for
extra housing to be identified should some existing identified sites not
come forward. More houses may therefore be delivered than is
required for the projected net additional households. In this case any
excess may go some way towards meeting any existing backlog, albeit
over the duration of the SDP.

7. Partly in light of the above the SDP MIR expresses the housing land
requirement as a range rather than a fixed target. The other reason for
expressing it as a range is to take into account the expectation that the
2008-based GROS figures will be higher for TAYplan than the 2006-
based. This approach is designed to allow considerable flexibility
whilst at the same time being realistic in terms of what the planning
system can deliver. It is also important to note that no decisions on the
housing land requirement have as yet been taken — the purpose of the
MIR rather is to identify the options for discussion and debate. In
conclusion therefore there are considered to be valid methodological
and practical reasons for the approach taken in the identification of the
housing land requirement in the SDP MIR, particularly in relation to the
decision to use some alternative data inputs in the calculation to those
used in the HNDA study.

HNDA submission
8. This HNDA submission consists of the following documents:

e Appendix 1 — Extract from the TAYplan Background Technical
Report setting out the calculation of the housing land requirement
as informed by the HNDA study.

e Appendix 2 — Assessment of Housing Need and Demand by Arneil
Johnston.

e Appendix 3 — Detail in respect of the consultation process
throughout the HNDA setting out how stakeholders were involved,
the comments which were received and how the assessment
responded to these. A half day session with a presentation on the
HNDA study followed by a question and answers session was held
and details are included within the Appendix.

e Appendix 4 — Detail on how the HNDA methodology was arrived at
and the reasoning behind the approach taken. Key decisions
relating to these aspects were taken through meetings.



APPENDIX 1 — Extract from the Background Technical note to
the Main Issues Report

3  Quality Places — People

Introduction and Context

3.1 People are the lifeblood of any region. Services and facilities must be
provided for the current and future population, so understanding the changing
population structure will allow authorities to plan for their changing needs.
Population sustains the region, providing the labour force to produce goods
and services and the market that needs or demands them. Understanding
population change can also help understand the future potential of the region
and inform how much land is required for housing and where this should be.

3.2 There is a need to quantify how much land is required for housing, so
this chapter also provides the evidence base used to inform the Housing Land
Requirement and sets out how this has been derived. As some of the
statistics feeding into this calculation are from 2008, the detailed calculations
have been made for the period 2008-32. However, as the Plan period is
2012-32, some key statistics are restated for the Plan period, for use in the
Main Issues Report and other supporting documents.

Demographic Changes

3.3 Population changes naturally through births and deaths (natural
change) and as individuals make choices about where they work and live
(migration). These factors can influence the age structure of the population
and social trends will affect how people live their lives. Assessing recent
trends in these factors indicates the underlying direction of population change
for the TAYplan area.

Births & Deaths

3.4 GROS mid-year population estimates show that births have, on
average, been around 1% of the population, with deaths higher at between
1.1% and 1.2% of the population. While negative natural change is prevalent,
births have been increasing and deaths reducing (Figure 3.1), so the net
effect has been an improving situation. Dundee City and North Fife have
more recently seen positive natural change. This improving situation is not
fully reflected in the 2006-based population and household projections, which
use data up to 2006 and continue to show negative natural change in all
authorities except Fife.



Figure 3.1: Net Natural Change in TAYplan Local Authorities
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Migration

3.5 The natural change situation, described above, shows that the
TAYplan area has been reliant on inward migration to sustain and grow its
population. This is reflected in Figures 5.5 to 5.8 of the Monitoring Statement
which also shows that there is a strong correlation between net migration and
population growth. Both show that migration has been, and continues to be,
the main driver of population change.

3.6  Understanding the drivers of migration is helpful in understanding what
the potential population could be like in the future. Figures 5.11 to 5.14 of the
Monitoring Statement, and the Environment and Settlements chapter of this
Technical Note, point to possible factors influencing individual’s choices about
where to live. In each authority, there are some linkages with neighbouring
localities, suggesting some moves relate to moving to towns that people want
to live in.

3.7  Furthermore, the comparatively high migration to and from locations
outside Scotland indicates that individuals also move for work/study reasons.
This is confirmed with analysis of student numbers and in-migration statistics.
Figure 5.16 of the Monitoring Statement shows a significant number of foreign
students study at the region’s four universities. Figure 3.2 shows a strong
correlation between in-migration and employment growth across the TAYplan
area. In-migration is higher than net employment growth, partly due to
workers migrating with partners and families. But it is also partly due to some
in-migrants moving to fill positions where they are replacing existing workers
who leave the workforce (for example, retirees who may stay within the
region). Some of this replacement demand will be filled by the economically
inactive and some by migrants.



3.8 Consequently, even with modest economic growth, there will be a
need to attract workers to the region, who in turn, will need accommodation
and services. If economic growth is higher, more migration might be
reasonably expected.

Figure 3.2: Links between Migration and Employment
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Age Structure

3.9 Distinct age groups access different services, for example, nurseries
and social care. So knowing what the age profile of the population is (and is
likely to be) can help in the provision of facilities and services. While numbers
of those aged under 5 years has been increasing; the number of school age
children has been reducing, as more move into the 16-24 age group. Figure
5.20 in the Monitoring Statement indicates the working age population is
ageing somewhat, with the smaller numbers of 25-49 year olds offset by the
increasing numbers of 50-64 year olds. Those of pensionable age now
account for 18.9% of the population in the TAYplan area.

3.10 Increasing births rates mean in future the workforce is replenished;
however the falling death rate (i.e. an ageing population) may mean there are
more pensioners needing supported. GROS projections reflect this with
Figure 5.24 in the Monitoring Statement indicating that those over retirement
age may increase by one third, while the workforce could, after rising
somewhat, return to similar numbers as in 2006. If the planning system were
to provide for net in-migration (and these migrants are economically active),
any increase in the worker to dependents ratio might slow somewhat and
potentially ease the per capita tax burden.

In-migration



Social Changes
3.11 Finally, in tandem with changes in the numbers of people, social trends
have impacted on households. Figure 3.3 shows the change in households
across Scotland.

Figure 3.3: Household Composition Changes 1999-2005
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3.12 As people grow healthier, the chance of individuals living long after
their partner dies (on their own) increases. Changing attitudes to marriage,
divorce and bringing up children out of marriage also impacts on the number
of single parent households. Factors like these have slowly increased the
number of households across Scotland. The chart indicates an upward trend
in the number of small households (1 and 2 persons, of varied types) with
larger households remaining fairly static. Official projections reflect these
trends continuing, within the TAYplan area. Figure 5.26, in the Monitoring
Statement, highlights, for example, single person households might increase
by more than 40% between 2006 and 2031. This evidence points to fewer
and fewer people in each household, and with any given population more
houses will be needed to accommodate these lifestyle preferences.

3.13 Bringing natural change, migration and household composition
together allows the change in the population and households to be assessed.
Figure 5.21 in the Monitoring Statement highlights that the TAYplan area’s
population has been increasing and official projections suggest this will
continue. The extra population will require housing, so it is likely that the
TAYplan area will have to allow some new development.



3.14 However, local authority based statistics reiterates the impact of
migration. Dundee City, in contrast to other constituent authorities, has
experienced net out- migration (Figure 5.6 of the Monitoring Statement). This
has meant low household growth. The Main Issues Report considers how to
account for local demographic considerations, and in Dundee City’s case,
whether planning for these continued trends is desirable.

3.15 In setting any strategy, TAYplan has allowed for official projections
being based on assumptions (that can be varied) and for evidence showing
projections are rarely shown to be precise forecasts of the actual population
in the long-term. Various alternative outcomes have been analysed in
support of the Plan.

Assessing what to plan for

3.16 The Housing Needs and Demand Assessment guidance outlines a
process that planning authorities can use to understand the local housing
market and inform the setting of housing supply targets in the Strategic and
Local Development Plans. TAYplan commissioned a TAYplan-wide refresh
HNDA study to assist with this aim. The outputs of this study inferred setting
significantly higher housing supply targets than the net additional households
implied in the 2006-based GRO population and household projections.
Before finalising the HNDA assessment, TAYplan therefore undertook a
review of the study methodology and found that this large difference was in
part due to the use of survey based evidence to calculate household
formation rates. The HNDA study report also indicated that while the study
was there to identify needs and demand, it also inferred that other
interventions over and above building new homes via the planning system
may help meet this need and demand. In finalising the Housing Needs and
Demand Assessment, the TAYplan authorities therefore took a decision to
base the Housing Supply Targets on existing Housing Land Requirement
methodologies, which includes assessing the net additional households that
require homes.

3.17 In delivering the Housing Land Requirement, many of the issues outlined
above have been assessed and compared with other known influences via
what is happening in land allocations, the house building industry and
changes in the housing stock. The process undertaken to analyse this
evidence and derive the Housing Land Requirement is outlined in Figure 3.4
below. The remainder of this chapter explains this process in more detail and
presents the outcomes of the preferred Housing Land Requirement targets.

3.18 The Housing Land Requirement calculations have been made for the
period 2008-2032 because the most recent data is only available to 2008.
However, the Main Issues Report needs to reflect the scale of possible
population and housing change for the Plan period which is for the 20 years
from 2012 to 2032. Therefore the detailed calculations presented in this
chapter are for the 24 year period of 2008-2032, which are then presented
again for the 20 year Plan period (2012-32) to ensure comparability between
this Technical Background Paper and the Main Issues Report.



Figure 3.4: Housing Land Requirement stages
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Assessing the future outcomes

3.19 A substantial analysis of evidence has been gathered on demographic
change, house building and programmed housing supply, to feed into the
tried and tested approach to calculating the Housing Land Requirement
outlined in Figure 3.4.

3.20 The Housing Needs and Demand Assessment guidance suggests that
the latest GROS projections can be referred to in assessing future need, in
line with standard practise in calculating the housing land requirement. The
suggested Housing Land Requirement has therefore used GROS projections
as a starting point and also used information on recent and planned building
to assess what household change is feasible. Rather than relying on survey
evidence, the housing land requirement has been based on what is known
from official government statistics and Local Authorities’ publications, and as
such these calculations are robust and credible.

GROS Projections

3.21 Paragraphs 3.3 to 3.15 highlight the demographic trends that can
influence population size and the number of households. The GROS use the
detailed information on all of these trends to present projections of population
and household numbers by local authority and Strategic Development
Planning Authority areas for a 25 year time horizon. Based on population and
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social trends, these projections look at the net effect on the number of
households in any given area rather than the gross need for housing. The
2006-based projections have been extrapolated by TAYplan from 2031 to be
consistent with the end of the Plan period in 2032. This is presented in Figure
3.6 for the period 2006-32, which includes the Plan period (2012-32).

Figure 3.6: TAYplan Population and Household projections
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3.22 The 2006-based principal projections suggest that the TAYplan area
population will grow by 5.5% rate (2006-32), however the changing household
structure, highlighted in section one, suggests a higher growth (18.5%) in the
number of projected households. During the Plan period (2012-32) this
suggests lower growth of 3.3% in population and 12.4% in households. These
trends of higher household growth than population are also reflected in the
local authority based statistics in Figures 5.22 and 5.25 of the Monitoring
Statement. But while the differential exists in each authority area, the
Monitoring Statement highlights that the position of Dundee City is in contrast
to that of the other authorities. Over the Plan period (2012-32), Dundee City’s
population and households would fall, and other authorities’ population and
households increase. Perth & Kinross would become the largest Local
Authority in terms of population and households.

3.23 However, GROS principal projections are based partly on assessing the
future population and household numbers should recent trends continue. If
individuals make different choices in the future, then outcomes may vary from
these projections in the long-term. GROS themselves produce a variety of
(published and unpublished) variant projections allowing some assessment of
what difference changing birth, death or migration rates will have on
population and households in each Local Authority.
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3.24 TAYplan have analysed GROS’s published migration variant projection
and derived a population and household projection based on the assumption
in and out migration will balance out within each authority (the zero net
migration scenario). The zero net migration projection goes some way
towards assessing what levels of household growth is needed to sustain the
existing population and the high migration variant suggesting what impact
higher population growth has in constituent Local Authorities. The zero net
migration variant suggests that while there would be household growth in
each of the authorities, the excess of deaths over births would mean falling
population in each Local Authority except Perth & Kinross.

Figure 3.7: Variant Population & Household Projections (2012-32)
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3.25 While the high migration scenario highlights uplifts in population and
household growth rates when compared with the zero net migration and
principal projections for Angus, North Fife and Perth and Kinross, the
outcome for Dundee City is in contrast.

3.26 In GROS’s best assumption of a high migration scenario, Dundee
City’s population is still projected to fall, at a faster rate than the zero net
migration scenario, albeit a slower rate than the principal projections.
Household numbers would increase, but to plan for this would mean planning
for net out-migration. This does not present a positive aspirational growth
perception for in-migrant (workers) or businesses and investors thinking of
locating in the TAYplan area. These outcomes (Figure 3.7) partly inform
assessments of potential for future development, along with main the main
principal projections and the other evidence available.
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3.27 Evidence on more recent natural change (paras 3.3 — 3.4), recent
housing development (Figure 3.12 below) and future planned development
(via the effective land supply and the urban capacity study) highlights that
there has been, and is capacity for future population growth and new housing
within Dundee City. And with the Government Economic Strategy aspiring for
population growth, there is the opportunity to target greater growth in the
TAYplan area generally, but Dundee City in particular.

The base source of these calculations is GROS’s 2006-based population and
household projections. The GROS published the 2008-based population
projections on 3 February 2010. However, the population projections for the
TAYplan area and the associated household projections are not yet available.
Therefore these calculations will need to be considered during the production
of the Proposed Plan. The 2008-based Population Projections suggest more
significant increases for both Angus and Perth and Kinross. Consideration will
have to be given, in preparing the Proposed Plan, to whether the Housing
Land Requirement is increased further to take account of these projections.
This Main Issues Report seeks views on the upper range and whether this
should be higher.

3.28 The planning system, whilst accounting for demographic trends, and
evidence on the need for extra housing considers what land is available for
future development and also what changes in the housing stock are. While
included within the final calculations, an assessment of their contribution is
set out below.

3.29 The Housing Land Requirement calculations have been made for the
period 2008 to 2032 because the most recent data is only available to 2008.
However, the Main Issues Report needs to reflect the scale of possible
population and housing change for the Plan period which is for the 20 years
from 2012 to 2032. Therefore the detailed calculations presented in this
chapter are for the 24 year period of 2008-2032, which are then presented
again for the 20 year Plan period (2012-32) to ensure comparability between
this Technical Background Paper and the Main Issues Report. This includes
the expected annual build rate, expressed in the Main Issues Report to cover
the Plan period of 2012 to 2032.

Land Availability

3.30 Any strategy to deliver housing will be dependent on sufficient land
being available to build homes (of the number and in the places which fulfil
the objectives of the chosen strategy). There are a variety of sources of land

supply.

The Housing Land Audit

3.31 The Housing Land Audit is the main source of statistics on the current
supply — showing what has planning permission and is programmed to be
built. Figure 3.8 indicates that there various levels of current supply across
the region in 2008.
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3.32 In addition there are some Strategic Land Allocations that while not
deemed fully effective to be counted in the Housing Land Audits are expected
to gain full planning permission and be built out during the Plan period.
Between the Effective Supply and the Strategic Allocations, some 17,185
units are expected to be built across the region between 2008 and 2032.

Figure 3.8: Sources of Current Supply

Local Units Effective | SLA Units 2012
Authority | HMA Supply 2008+ onwards
Arbroath (East Angus) 615 -
Forfar / Kirriemuir & Glen (West Angus) 1,095 --
Angus Montrose / Brechin (North Angus) 950 --
South Angus 290 --
Total 2,950 -
Dundee City 4,920 --
Cupar and North West Fife 240 1,400
North  ["st. Andrews and East Fife 385 2,220
Total 625 3,620
Eastern 370 --
Highland 245 --
Perth & Kinross 360 -
Kinross Perth 2,450 -
Strathearn 1,645 --
Total 5,070 -
TAYplan region 13,565 3,620
Sources:

-Effective Land Supply - Housing Land Audits for Dundee City & Angus Council, Fife and
Perth & Kinross, 2008, (the latest available audit when drafting this document
-Strategic Land Allocations: Fife Council & Perth & Kinross Council

Flexibility

3.33 Some sites that have planning permission may not come forward, for a
variety of reasons. As planning authorities have an obligation to deliver a
generous supply of housing land, and at least a 5 year housing land supply
(when compared with the minimum Housing Land Requirement), at all times,
it is prudent to have some flexibility so other sites can be used to ensure the
overall requirement is delivered. A 10% reduction has therefore been applied
to the programmed units in the effective supply and strategic allocation,
boosting the remaining sites to be found, to cover the possibility that not all
currently planned sites are delivered.

Urban Capacity & Small Sites / Windfall Completions

3.34 In addition to sites identified in the effective supply of the Housing Land
Audit and strategic allocations, other sites within settlement boundaries may
come forward for housing development. These urban sites can include sites
allocated for housing but where delivery is constrained, for ownership,
financial or site specific reasons. They may include vacant sites, derelict sites
or sites allocated for other uses, which might be considered for housing
during the duration of the Plan.

14




3.35 Each authority has carried out an initial assessment of these types of
sites via a 2009 Urban Capacity Study utilising an universal methodology
agreed by TAYplan and all 4 Local Authorities. The study numbers indicate a
potential number of units that could come forward during the Plan period.
The Urban Capacity Study is not a policy document and sites included do not
gain additional weight, rather it is a list of evidence of where housing could be
accommodated. As they do not qualify as effective housing land, urban
capacity sites are not considered when calculating the additional allocations
required to meet the Housing Land Requirement. However, as a potential
source of supply, these sites will be considered by Local Development Plans
when assessing how to meet shortfalls in planned provision against the
requirement in each Housing Market Area®.

3.36 While most authorities Housing Land Audits primarily record the
planned supply from sites with 5 or more housing units on them, sites where
less than 5 units are planned can also be expected to contribute towards the
delivery of the housing targets. Records of completions on sites of less than
5 units are presented and a potential allowance, based on the recent trends,
is presented for each Housing Market Area. However, as it is just an
allowance, they are not included in calculations of the additional allocations
required within the Plan. It will be up to local authorities to decide what
reliance on small sites they wish to allow for when allocating sites in the Local
Plan.

Figure 3.9: Urban Capacity Study & Small Sites

Potential 24
Urban Average year Small
Local Capacity | Small Sites
Authority | Housing Market Area Units sites p.a. Allowance
Arbroath (East Angus) 110 21 504
Angus Forfar / Kirriemuir & Glen (West Angus) 235 40 960
Montrose / Brechin (North Angus) 415 27 648
South Angus 165 27 648
Dundee City 4,870 40 960
North Cupar and North West Fife 165 20 480
Fife St. Andrews and East Fife 350 30 720
Eastern 120 19 456
Highland 100 28 672
perth & - [inross 65 18 432
Perth 1,290 43 1,032
Strathearn 50 20 480

* Rounded to the nearest 5 units

3.37 Windfall sites are those which are not specifically allocated for
development in Local Development Plans but for which planning permission
is granted. Windfall sites have played a part in house building to a varied
extent over the TAYplan area. In addition, as not all authorities have
completed an Urban Capacity Study until 2009, to some extent the Urban

! Links to the full Urban Capacity studies will be available at the TAYplan website
www.tayplan-sdpa.gov.uk when reports are published
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Capacity Study may include some sites that would have previously been
treated as windfall. Figure 3.9 above shows, the extent of potential supply
from other sources varies by Housing Market Area, so the need to call on
windfall sites to meet the additional allocations required is not necessary in
some areas.

3.38 Consequently, there is no intention to suggest that a windfall allowance
is made by the Strategic Development Plan for each Housing Market Area.
The Local Development Plans should instead consider whether it is
appropriate to allow for windfall sites to meet the shortfall.

Location of future supply

3.39 House purchasers have preferences over where to live, however
purchases will be constrained to where there is available properties. Target
properties will be in new stock and existing properties for sale. As a proxy for
future availability, the proportionate share of where housing stock is located
can be considered when formulating the Housing Land Requirement at
Housing Market Area. This has guided where the share of development is
located to meet mobile demand from in-migrants in Angus, Perth and Kinross
and North Fife.

Figure 3.10: Share of Dwelling Stock in each Housing Market Area

Local Authority HMA % Dwellings in HMA
Arbroath (East Angus) 24.6%
Forfar / Kirriemuir & Glen (West Angus) 26.7%
Angus Montrose / Brechin (North Angus) 23.5%
South Angus 25.1%
Total 100.0%
Cupar and North West Fife 36.9%
North Fife St. Andrews and East Fife 63.1%
Total 100.0%
Eastern 13.3%
Highland 8.7%
Perth & Kinross Kinross 7.4%
Perth 57.0%
Strathearn 13.7%
Total 100.0%

Source: Scottish Neighbourhood Statistics, 2008

Housing stock changes

Demolitions

3.40 An assessment of the planned demolitions of housing stock reveals
Dundee is the only location with programmed demolitions (1,447 units). No
demolitions are yet programmed beyond 2012, however, after discussion with
Dundee City Council, a liberal allowance of 1,000 units has been made
should ongoing regeneration schemes allocate further demolitions in the Plan
period. Adjustments (outlined in Figure 3.11) have therefore been made to
the calculations for the Preferred Option.
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Vacancies & Second Homes

3.41 The GROS projections are of people and households in each Local
Authority, not of the dwelling stock. At any one time, there may be a backlog,
where existing households wish a separate home, but cannot gain access to
housing, whether affordable or market housing. On the supply side, a
proportion of the housing stock will be vacant or used as a second / holiday
home, and therefore not contributing to meeting the needs and demands for
housing of current or future permanent residents in each HMA. It is desirable
to fully assess the extent of non-operational stock, and backlog and adjust the
requirement upwards. Insufficient comparable statistics were available to
identify separately the vacant stock for each HMA to allow this calculation.
Instead, a single allowance for vacant and second homes together (as a
proportion of the requirement) has been added to the requirement.

3.42 TAYplan will not be able to control the proportions of the private stock
that, is vacant or used as a second / holiday home, particularly as new builds
are resold by their initial owners. Instead, by adjusting the requirement
upwards, the change in the dwelling stock can be boosted, over and above
the implied net additional households. Should these new homes prove
attractive for use as permanent homes, lower proportions of the new builds
might remain vacant or be bought as second / holiday homes than in the
housing stock generally. Consequently, this extra allowance may go
someway towards addressing any current backlog in housing numbers. In
addition, should all the existing sites with planning permission actually be
delivered, the earlier noted flexibility applied to the contributing supply might
mean more homes are delivered than is required for the net additional
households, again meaning the backlog may be eroded over time.

Figure 3.11. Demolition Allowances and Proportion of Properties Vacant
or Second homes 2008

Local Potential Demolitions % Properties
Authority | Housing Market Area Allowance 2008 + | Vacant/2" Homes
Arbroath (East Angus) 0 4.7%
Angus Forfar / Kirriemuir & Glen (West Angus) 0 6.1%
Montrose / Brechin (North Angus) 0 6.5%
South Angus 0 3.4%
Dundee City 2,445 7.0%
North Cupar and North West Fife 0 1.7%
Fife St. Andrews and East Fife 0 9.7%
Eastern 0 5.2%
Perth & H.ighland 8 1;22;0
Kinross Kinross 5%
Perth 0 3.5%
Strathearn 0 6.1%

Sources: TAYplan Local Authorities & Scottish Neighbourhood Statistics, 2008
* Rounded to the nearest 5
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Capacity to build

3.43 Providing homes needs land but also sufficient capacity within the
house building industry to deliver the required build rates. A good indicator of
what could reasonably be built in the future is recent build rates. If
housebuilders have had the capacity to build a given number of homes in the
past, they may be able to build similar numbers in the future. While the
current economic climate will mean that build rates may be lower in the next
few years, the recession will not last for the duration of the Plan. In addition
Housing Land Audits show varying build rates even during periods of
sustained economic growth. Whilst acknowledging that build rates may be low
in the short-term due to the recession, the recovery of the economy is likely to
support an improvement in the rate of housebuilding. As a proxy for future
build rates, the housing land requirement calculations have also considered
the recent build rates (Figure 3.12 below).

Figure 3.12: Build Rates (sites of 5 units or more)

Local Average Build Percentage of Local

Authority Housing Market Area rates 1998-2008 AuthorityTotal
Arbroath (East Angus) 92 22.9%
Forfar, Kirriemuir & Glen (West Angus) 68 17.0%

Angus Montrose & Brechin (North Angus) 70 17.5%
South Angus 172 42.9%
Total 401

North Cupar and North West Fife 82 32.8%

Fife St Andrews and East Fife 168 67.2%
Total 250
Eastern 66 10.0%
Highland 51 7.7%

Perth & | Kinross 39 5.9%

Kinross | Perth 426 64.5%
Strathearn 78 11.8%
Total 660

Dundee City 608

TAYplan region 1,919

Source: 2008 Housing Land Audits

What to plan for

3.44 Considering all the strands of evidence together suggests that there is
a need to plan for a growth in the number of houses to reflect existing
population dynamics and to support economic and population growth. The
Strategic Development Plan needs to take a longer-term view to 2032 and
consider what can be delivered through planning system.

3.45 In summary, the evidence of household change and migration
highlights a potential increase in the number of households. The 2008
Housing Land Audits indicate there is significant land with planning
permission, and other sites have been identified in the interim Urban Capacity
Studies that could come forward for housing. Housebuilders have delivered
on average approximately 1,900 homes per annum. As the economy
recovers, there is the potential for housebuilding to increase again. Following
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the standard Housing Land Requirement process set out in Figure 3.4 two
options have been derived and are summarised below.

Option A: Growing the TAYplan area in line with GROS 2006 - based
projections

3.46 The first option uses GROS’s 2006-based projections, applying this
projection of recent population and household trends forward to 2032, applied
at Local Authority level. Figure 3.13 also expreses the associated housing
requirement as an annual figure to enable comparison over the Plan period
(2012-32).

3.47 This scenario, would lead to a significant redistribution of population
and households. While Dundee City’s households would stay relatively static
the population would fall, and other authorities’ population and households
increase. Fundamentally, TAYplan must consider if planning for a
continuation of recent trends is both realistic and consistent with the thrust of
a preferred strategy to provide for growth in all parts of the Strategic
Development Plan area.

Figure 3.13: Option A GROS 2006-based population and household
projections?®

TAYplan Dundee | Perth & North
region Angus City Kinross Fife
Households 2008 | 215,760 | 49,940 68,470 | 64,080 33,270
Extra Households by 2032 35,660 7,415 330 | 20,685 7,230
Extra Homes 39,975 7,800 2,775 | 21,680 7,720
Growth 2008-32 16.53% | 15.62% 4.05% | 33.83% 23.20%
Annual Requirement 1,666 325 116 903 322

Source: GROS 2006-based household projections, extrapolated to 2032 & adjusted by
TAYplan

* Rounded to the nearest 5 except for the annual requirement

3.48 The evidence of significant land availability and recent building
suggests that there is capacity to accommodate building in Dundee City.
Alternative options were considered.

Option B: Growing Dundee & GROS Growth Elsewhere

3.49 The preferred strategy therefore provides for a growth strategy in
Dundee City, as well as the other local authorities. While planning for growth
in Dundee may draw in migrants from elsewhere in the region, the recent
GROS projections for Angus, North Fife and Perth & Kinross are nonetheless
used to enable their continued household and population growth.. In Dundee
City this strategy plans to sustain recent build rates. The impact on
households and building is presented in Figure 3.14 below. Figure 3.14 also

% Extrapolated 1 year to 2032 by TAYplan

® Please note that while Perth & Kinross have some evidence of varied household sizes in
Kinross-shire and Highland Perth, sufficient comparable evidence is not available for the
HMAs in Angus and North Fife to allow differentiated modeling at this stage. Housing Land
Requirements in option 1 and 2 therefore use local authority household composition
statistics.

* Some 7,089 units in Dundee City's Housing Land Audit and Urban Capacity Study
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expresses the associated housing requirement as an annual figure to enable
comparison over the Plan period (2012 — 2032).

Figure 3.14: Option B Growing Dundee & GROS Growth Elsewhere*

TAYplan Dunde | Perth & | North
region Angus | e City | Kinross Fife
Households 2008 | 215,580 | 49,940 | 68,290 | 64,080 | 33,270
Extra Households by 2032 46,460 7,415 | 11,130 | 20,685 7,230
Extra People by 2032 41,285 4,155 | 5,875 | 28,865 2,390
Extra Homes by 2032 51,790 7,800 | 14,590 | 21,680 7,720
Houses built as % of 2008 Households 24.0% | 15.6% | 21.4% 33.8% | 23.2%
Annual Requirement 2,158 325 608 903 322
Previous Annual Build rate 1,919 401 608 660 250

*Accounting for demolitions allowances and vacant properties
** Rounded to the nearest 5 except for the annual requirement

3.50 Earlier analysis has implied a wide variety of outcomes may arise,
many of which have been considered. GROS's high migration variant
projection and zero net migration for Dundee were considered. However
neither of these options adequately reflect the available land and building
capacity. The high migration scenario did suggest increases in the number of
households, but population decline. The zero net migration projection
suggests that a net additional 306 households p.a. would form in Dundee
over the Plan period. However building rates indicate that house builders
have built an average of 608 units p.a.> and earlier analysis suggests there is
capacity for 11 years of building at the same rate as recent years. With
ongoing redevelopment in Dundee City, further capacity may be added in due
course.

3.51 Another option is one where growth in Dundee City is balanced out by
reducing the housing land requirement in adjacent local authorities. It is true
that retaining people in Dundee City who may have otherwise migrated to
adjacent authorities would mean displacing some of potential the growth in
Angus, North Fife and Perth and Kinross. However, recent population
projections suggest even higher population growth may occur, so there is the
potential for the 2006-based projections to be met in other local authority
areas, whilst still reducing net out-migration from Dundee.

3.52 In addition, while the strategy is about retaining people in Dundee City,
it is also about attracting new people in. The Plan aims to support the
sustainable economic growth of the TAYplan area. Many of the existing
economic development schemes outlined in chapter 4 are located in Dundee
City and their success aims to bring in-migrants to live and work in Dundee
City, whilst the current out-migration trends to Angus, North Fife and Perth
and Kinross are sustained, or at best reduced.

®> Between 1998 and 2008: source Angus & Dundee City Housing Land Audit, 2008
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3.53 The Preferred Option suggests attracting approximately 7,370 net in-
migrants to Dundee City between 2008 and 2032, (307 per annum). Analysis
of mid-year estimates, in particular recent migration flows, suggests only
small changes, when compared to recent in and out migration flows, could be
capable of delivering this change.

3.54 While Figure 3.15 shows that in-migration to Dundee City has
increased by 18% (2003-08), out-migration has been fairly stable with an
increase of only 1.1% over the same 5 year period. It cannot be said for
certain that these trends will continue, and if they did, with what magnitude
and for how long. However, if out-migration stayed at 2008 levels, it would
only take a 0.24% (17 people) increase in the annual in-migration rate (to
7,108 p.a) to deliver the 7,370 net migrants required (2008-2032) to fulfill the
option. From the alternative perspective of reducing out-migration, if annual
in-migration stayed at 2008 levels, the 17 persons would equate to only a
0.25% reduction in annual out-migration. In either case, the magnitude of
change is lower than the change experienced over the last 5 years. While the
migration outcome may vary year-on-year during the Plan, this indicates that
only small changes in in-migration and/or out-migration over the duration of
the Plan will be required to deliver growth for Dundee.

3.55 This positive outlook for Dundee City is based on an analysis of the
migration trends between 2003 and 2008. These trends are not reflected in
the 2006-based projections for Dundee City, which only uses data up to 2006,
a period where most of the population decline occurred.

Figure 3.15: Dundee Migration Flows

Inflow | Outflow | Balance
2003-04 5,991 6,729 -738
2004-05 6,691 6,305 386
2005-06 6,606 6,569 37
2006-07 6,442 6,508 -66
2007-08 7,091 6,801 290

% Change 2003 - 2008 | 18.4% 1.1%
Average Annual % Change 2003 - 2008 3.7% 0.2%
Further increasing in-migration: 1 year % Change | 0.24% 0.0%
Further Reducing out-migration: 1 year % Change 0.0% 0.25%
Source: GROS & TAYplan

3.56 The strategy to support the economic development of key sectors
through safeguarding existing employment land sites and allocating new sites
where appropriate, in addition to current economic development initiatives
already underway (see chapter 4) aims to create further employment
opportunities. The analysis of migration flows suggests that even limited
success would bring the marginal improvements to in and out migration. If
successful this could enhance population growth in Dundee City without
adversely impacting on the growth potential of Angus, North Fife or Perth and
Kinross.
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3.57 Dundee, as Scotland’s fourth largest city, has an important role in
attracting people from outwith Scotland to come and live and invest, and from
other parts of Scotland. One of the key focuses for the city is to deliver a
better range of housing types to ensure that the supply is there to help
facilitate a population growth. The existing strategic housing allocation at
Dundee West plays an important role in this respect.

3.58 Paragraph 3.33 also indicates a national requirement to provide a
generous supply of housing, allowing greater numbers of people to locate in
Scotland in support of the Government Economic Strategy’s aspiration for
population growth. It therefore seems prudent to ensure that, where growth is
projected (i.e. Angus, North Fife and Perth and Kinross), the Plan provides
housing for at least this level of growth should this population growth strategy
be successful.

3.59 On balance, Option 2 is the preferred strategy in part because it is
believed that the growth of Dundee will not necessarily come at the expense
of reduced growth in Angus, North Fife and Perth and Kinross. Indeed
providing higher numbers of houses extends an important signal to investors
and in-migrants alike that all of the TAYplan area is a place where people and
business are welcome. As the Dundee population grows over coming years
and more new housing is provided, this will be monitored, including
population movements within the TAYplan area, to inform future Development
Plans.

Assessing the Requirements for Additional Land

3.60 Paragraphs 3.31 to 3.42 highlight the various adjustments and supply
elements that could contribute to meeting the requirements for additional
housing land for each Local Authority and constituent Housing Market Area.
Figure 3.16 identifies potential additional sources of land that have been
identified. The “Other Land” category is not land that has been identified.
These statistics instead relate to the number of units were land for
development still has to be identified, even after the potential for urban
capacity sites and small sites are considered.. Local Development Plans will
subsequently allocate new sites to meet the additional requirements and
consider how well the sources of land identified in Figure 3.16 can contribute
to this whilst reflecting their strategy objectives.
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Figure: 3.16: Potential Additional Sources of Housing Land Supply

0O Urban Capacity m Small Sites @ Other Land

Angus Dundee City

4,330
4,870

2,760

North Fife Perth & Kinross

1,625

1,200

3.61 For the preferred strategy, Figure 3.17 below summarises assessment
of the potential housing supply targets required for the Housing Needs and
Demand Assessment. In particular, it shows the supply position, when
compared with the baseline Housing Land Requirement (2008 — 2012) and
indicates the additional housing land allocations required®. To account for a
greater potential housing requirement that is likely to be derived from GROS's
soon to be published 2008-based household projections, an upper range
Housing Land Requirement’ is also expressed. As outlined in Figure 3.16 a
summary of where some of the supply could come from is also presented.
The Development Plan will use this as a base for deciding on any new
strategic allocations or Local Plan allocations that are required during the
Plan period.

® based on the requirement minus the contributing supply
" assuming an additional 10% at this stage for Angus, Perth & Kinross and North Fife
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Figure 3.17: Requirements and Sources of Supply at Housing Market
Area (2008-32) *

Housing Land
Requirement Additional Allocations Potential Sources
Range Contrib- Required of Supply
uting Compared | Compared
Housing Supply with with upper Urban Small
Market Area Baseline | Upper | 2008+ baseline range Capacity” | Sites
Arbroath 1,890 | 2,080 550 1,340 1,530 110 | 504
(East Angus)
Forfar /
Kirriemuir & 2,110 | 2,320 990 1,120 1,330 235 | 960
Glens
Angus (West Angus)
Montrose /
Brechin 1,820 | 2,000 850 970 1,150 415 648
(North Angus)
South Angus 1,990 | 2,190 260 1,730 1,930 165 648
Total 7,810 8,590 2,650 5,160 5,940 925 | 2,760
Dundee City 14,590 | 14,590 4,430 10,160 10,160 4,870 960
Cupar and
. North West Fife 2,710 2,980 1,470 1,240 1,510 165 480
) St. Andrews
Fife and East Fife 5,010 | 5,510 2,340 2,670 3,170 350 720
Total 7,720 | 8,490 3,810 3,910 4,680 515 | 1,200
Eastern 2,870 | 3,160 330 2,540 2,830 120 380
Highland 1,950 2,150 220 1,730 1,930 100 560
Perth & Kinross 1,620 1,780 330 1,290 1,450 65 360
Kinross Perth 12,210 | 13,430 2,200 10,010 11,230 1,290 860
Strathearn 3,030 3,330 1,480 1,550 1,850 50 400
Total 21,680 | 23,850 4,560 17,120 19,290 1,625 | 2,560
TAYplan Total 51,800 | 55,520 15,450 36,350 40,070 7,934 | 7,480

* Requirement, contributing supply and additional allocations rounded to nearest 10, Potential
sources of supply to the nearest 5.

" Initial assessment of urban capacity — full site by site phasings to be delivered. Actual
numbers likely to reduce

The Housing Land Requirement during the Plan period

3.62 While the Housing Land Requirement has been calculated for the
period 2008 — 2032, the Main Issues Report is required to express the level of
housing development during the Plan period (2012-32). Consequently, this
section expresses the level of population change, household change and the
number of new homes required during the Plan period, for reference in the
Main Issues Report. (The numbers expressed below equate to a pro-rata
share of 20 years of the 24 Housing Land Requirement expressed in Table
3.17. Statistics have been rounded to the nearest 10 at each stage).

3.63 Figure 3.18 illustrates the population and household change for Option
1, during the Plan period. Across the TAYplan area, the population would
grow by 3.3%. In Angus it would grow by 2.4%, in North Fife by 1.8% and
Perth and Kinross by 16%. Dundee City would see the population reduce by
8.5%.
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Figure 3.18: Option A: (GROS- 2006-based population and household
projections) Population Growth 2012-32
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3.64 The associated change in the households and house building for
Option A over the 20 years of the Plan is expressed in Figure 3.19 below for
reference by the Main Issues Report.

Figure 3.19 Option A: Summary Population, Households and house
building 2012-32

Area Average Average Average Actual Homes Range of | Estimated
annual annual annual annual Built over | expected | Population
Net Population | Household build 20 year of annual in 2032
Migration Change Change rate 1998 the Plan build
- 2008 2012 - 2032 | 2012-32
Dundee City -480 -555 15 610 0 - 2,000 0-100 128,400
6,600 -
Angus 460 175 310 400 7,200 330-360 114,400
Perth & 18,200 -
Kinross 1,275 1,205 860 660 19,800 910-990 172,200
6,400 -
North Fife 315 100 300 250 7,000 320-350 80,900
TAYplan 31,200 - 1,560-
region 1,570 925 1,485 1,920 36,000 1,800 495,900

3.65 Figure 3.20 highlights that the preferred strategy would alter the trend

in population change in Dundee City. Under this Option population growth (at
a rate of 5.6% (2012-32) would be provided for in Dundee City. The
population growth for the TAYplan area would rise to 7.4% over the 20 year

Plan period. All other authorities would experience the same population

growth as expressed in Option 1.
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Figure 3.20 Option B: (Dundee grows and GROS projections elsewhere)
Population growth 2012-32 (Preferred Strategy)
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3.66 The associated change in the households and house building for
Option B over the 20 years of the Plan is expressed in Figure 3.21 below for
reference by the Main Issues Report.

Figure 3.21: Option B: Summary Population, Households and house
building 2012-32

Area Average Average Average Actual Homes Range of | Estimated
annual annual annual annual Built over | expected | Population
Net Population | Household build 20 year of annual in 2032
Migration Change Change rate 1998 the Plan build
- 2008 2012 - 2032 | 2012-32
12,200 -
Dundee City 330 245 465 610 12,200 | About 610 147,500
6,600 -
Angus 460 175 310 400 7,200 330-360 114,400
Perth & 18,200 -
Kinross 1,275 1,205 860 660 19,800 910-990 172,200
6,400 -
North Fife 315 100 300 250 7,000 320-350 80,900
TAYplan 43,400 - 2,170-
region 2,380 1,725 1,935 1,920 46,200 2,310 515,000

Delivering affordable units
3.67 Local Authorities presently set affordable housing targets for their
Housing Market Areas; these vary as each area is different. Some affordable
housing policies are under review during 2010. Given the significant
variations in need across the region and the possible role of other
organisations/measures, it is unlikely that the Proposed Plan would set
affordable housing targets. These are not strategic and cross-boundary in
their application and the Local Development Plan's will consider what
provision is required in each Local Housing Strategy Area and Housing

Market Area.
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1.

APPENDIX 2 — Consultation

The following paragraphs outline the consultation process undertaken
on the TAYplan HNDA.

Project Steering Group

2.

A Project Steering Group was established at the outset of the project,
chaired by a local authority planning officer working on behalf of the
Strategic Development Plan Authority (SDPA) and involving
representatives from both Housing and Planning Services from each
Authority, TAYplan officers and a representative from the Scottish
Government Housing Investment Division. The full list of Steering
Group members can be found on p.3 of the HNDA report.

At various points throughout the project advice and input was also
received from the Centre for Housing Market Analysis.

Housing Market Partnership

4.

For the purposes of this HNDA the TAYplan Joint Committee
effectively forms the Housing Market Partnership with the HNDA
Project Steering group performing the role of a working group for the
HMP. Work on determining the approach was led by the SDPA
Manager following discussion with the Directors / Heads of the local
authority Housing and Planning Services at a meeting on 6 May 2009.

Involvement of Stakeholders

5.

At an early stage in the process Homes for Scotland (the
representative body for the housing building industry) was identified as
a key stakeholder. Prior to the letting of the contract to Arneil Johnston
a meeting was held with Homes for Scotland (May 2009) to discuss the
proposed approach of combining the four individual Authorities
HNDAs. Homes for Scotland generally agreed with the principle of this
approach.

At the Project Inception meeting it was agreed that external
stakeholders would have the opportunity to influence the final HNDA
report. Given the very tight timescale for completing the project it was
agreed to limit this to Homes for Scotland and representatives from the
Registered Social Landlord sector. More importantly however for at
least some of the individual HNDAs wider stakeholder participation had
already been carried out by Local Authorities.

Consideration was also given to including Homes for Scotland and
RSL representation on the Project Steering Group but this was decided
against for the following reasons: firstly, the nature of the TAYplan
HNDA being a ‘pulling together’ of the data from existing HNDAs rather
than the preparation of a TAYplan-wide HNDA from scratch meant that
the majority of the work of the Project Steering Group was in managing
identified inconsistencies and risks; secondly, Homes for Scotland and
RSL representatives had been involved in the Project Steering Groups
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(or equivalents) for individual HNDAs and had therefore had the
opportunity to input into the individual HNDAs.

Stakeholder presentation

8.

10.

11.

A half day session was held in October 2009 prior to the preparation of
the final report. This consisted of a presentation of the results by the
consultants followed by a question and answer session. A note of this
session is included at Appendix 3a.

Representatives from Homes for Scotland and the RSL sector were
invited to attend. The invitation was also extended, through Homes for
Scotland, to developers expressing a particular interest in the HNDA.

The RSL representatives attending were agreed through the Tayside
Housing Forum.

A copy of the draft HNDA report was sent to attendees one week
before the presentation. Following the presentation attendees were
invited to submit their comments / views on the HNDA. Due to the very
tight timescale a period of one week was given for comments to be
returned.

Stakeholder Comments

12.

13.

14.

15.

Two sets of comments were received: one from Home Scotland RSL
and the second from Homes for Scotland. These are summarised in
the paragraphs below.

Home Scotland RSL raised the specific issue that whilst the demand
for and supply of social rented housing in Dundee appears to be
broadly in balance this could be masking an imbalance in the quality
and type of housing which is required within the City. Whilst this
concern was discussed and acknowledged by the Project Group on 15
Sept the preparation of a disaggregated calculation was not part of the
commission for the TAYplan HNDA.

Homes for Scotland (HfS) comment that they have been involved in
the preparation of the HNDAs for the four individual Local Authorities.
Significantly they confirm they are broadly happy with the methodology
used in the preparation of the TAYplan HNDA. Furthermore no
concerns are raised about the geographical boundaries for market
housing areas proposed in the HNDA.

In relation to meeting the need for affordable housing, HfS comment
that the private house building sector will not be capable of delivering
high levels of affordable housing for some time. They therefore agree
that alternative delivery mechanisms will also need to be considered as
acknowledged in pages 27 & 43 of the HNDA. HfS do not dispute that
it is unlikely that demand for affordable housing in Perth & Kinross, Fife
and Angus will be met by potential supply in Dundee.
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16.

17.

19.

20.

21.

22.

23.

HfS also agree that there is an issue with supply of lower value market
properties. They comment that forthcoming development plans will
need to make better provision for intermediate market solutions.

There is however concern from HfS members that the data sources
used to inform the HNDA do not reflect the market trends within the
current economic downturn. HfS consider that survey feedback
collected prior to 2008 and sasines data will not provide an accurate
picture of market trends and they are of the view that the assumptions
about affordability will need to be revisited in light of the current
economic climate.

NHBC data is said to be a good indicator of the market. Detailed
information on the significant reduction in completion rates and in sites
starts in each of the local authority areas is given. These are
summarised in the table below.

Q3 & Q4 of 2008

Authority Area | % drop from corresponding period 2007
Completions Site starts

Perth & Kinross | 42% drop 87% drop

Fife 51% drop 72% drop

Dundee 10% drop 58% drop

Angus 43% drop 82% drop

The best indicator of where trends may go in 2009 and beyond is
considered to be the second half of 2008 and early 2009. The time lag
between declining starts and completion levels is explained by builders
finishing off houses that were started before the recession took hold.
HfS are concerned that the Scottish Government’s figures for 2008 are
unrealistically high and this is an issue which is currently being taken
up with them.

Whilst some commentators are highlighting improved house sales
these are said to only be modest improvements from a low base and
are also disproportionately arising in the second hand market.
Recovery within the new build housing market is said to be slow and
this is being compounded by rising construction costs, infrastructure
requirements and a lack of available bank finance.

HfS however believe that demand for new housing still exists and for
development to be stimulated new sites which are deliverable and
which have low start up costs must be brought forward.

The TAYplan HNDA has sought to take account of the current
economic situation by introducing an alternative scenario which has a
reduced supply projection. This is set out on p.35 of the report and
assumes a 33% reduction in supply from 2007 to 2009. Current levels
of supply are assumed to remain until 2011 with an annual increase of
6% until supply returns to 2007 levels around 2019. Whilst HfS
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concerns regarding the use of data sources which pre-date the
recession are acknowledged, further sensitivity testing can be carried
out and alternative scenarios prepared as required from the model
supplied by Arneil Johnston to the Strategic Development Plan Team.
The issue of identifying deliverable housing sites is for the
Development Plan rather than the HNDA.
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Appendix 2a

TAYplan Housing Needs & Demand Assessment

Presentation of Results
Question & Answer Session

Friday 23 October 2009
Enterprise House, Dundee

Present:
Representatives from Arneil Johnston, the RSL sector, the development industry

including Homes for Scotland, and TAYplan and Local Authority Housing and
Planning Service staff.

Donna Milton and Douglas Johnston of Arneil Johnston gave a presentation on the
Housing Needs & Demand Assessment (HNDA) final outcomes

Question & Answer Session

Bruce Forbes, Angus Housing Association — questioned the assumption that the
market will recover

Answer — The Scottish market is very different from other markets. There has been
a 30% drop in values in England in the last two years only a 9% reduction in
Scotland. During the 80s crisis the prices in Scotland stuttered then stayed stable
and there are signs that there is a similar pattern this time. It is the lack of lending
that has stopped movement. Market entry costs are fairly static although there are
hotspots. In Dec 2006 Bramley predicted a 15% reduction in values within 5 years
but there was an increase in this period so there would have to be a significant drop
now to make the 15% happen. Don't think this will happen — the Scottish market is
not as volatile.

David Horsfall, Homes for Scotland — re the market supply comparison 07-08. The
NHBC figures give a different picture to sasines. Also sasines only looks at the
second hand market. Even if the market does recover there will be a lead in time.

Answer — This would require further analysis. The market has nearly halted so the
reduction could be largely in new sales rather than in the second hand market. The
AJ model assumes the market will take a further 3 years to recover but accept that
the new build element of the market has been disproportionately hit by the reduction.

Andrew Kilpatrick, Service HA — would it be worth doing further analysis of the split
between new build and second hand stock?

Answer — There is the capability within the model to continue the analysis. Have to
account for the impact of the new build market on supply. Can do further sensitivity
testing looking at the proportion of activity relating to the new build market because it
could be different to the second hand market.

Manus McGinty, Hillcrest HA — on what basis has the 25% reduction in affordable
housing funding been assumed? Also a straight line has been assumed but funding
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levels go up and down.

Answer — Difficult to predict actual funding levels as it is likely there will be peaks and
troughs in the SHIP. Have tried to build in a realistic approach. This isn’t a Scottish
Government assumption but was arrived at collaboratively by the steering group.
2010 programme is heavy because of the amount of front loading. Scottish
Government can't give a definite answer at the moment. Live model allows this
assumption to be adjusted. Accept have used a level profile but there is no evidence
to suggest what the peaks and troughs might be.

Manus McGinty, Hillcrest HA — have LCHO and mid-rent been taken into account?

Answer — the baseline looked at traditional forms of supply but acknowledge there is
a range of interventions which need to be considered not just investment in housing.
Important to note that the figures in the HNDA don't translate to required supply.

Bruce Forbes, Angus HA — has the impact of Council new build been taken into
account?

Answer — considered but didn’t include because the levels are very low so it would
have a small impact. Also, there is no evidence it will continue in the longer term.
Could be part of the strategy for meeting the need.

Manus McGinty, Hillcrest HA — overcrowding could be addressed by the better
matching of supply against needs

Answer — this is the type of intervention that needs to be considered.

Peter Marshall, Perth & Kinross Council — is there a danger of supplying land on the
basis of recovery restricting supply?

David Horsfall, Homes for Scotland — if there is a reliance on a large level of
affordable housing coming through the private sector may not be able to deliver it or
will take a long time. Major infrastructure costs etc will potentially stop delivery.

Answer — assumed recovery will take at least 3 years. Had been concerns that this
would be thought too pessimistic.

David Horsfall, Homes for Scotland — the demand is there for things like mid-market
rent but it is a question of this can be funded.

Alison Crook, Perthshire HA — are the assumptions consistent with the levels people
can afford to buy at?

Answer — yes, assumptions are based on market entry level prices and the ability to
buy at lower quartile. Have used gross income but there will be variances due to
differences in prices and income levels.

Bruce Forbes, Angus HA — there is no clear definition / guidance as to what is
actually affordable in the social market rented sector

Answer — the guidance focuses on the ability to access the social rented sector but
not on assessing the affordability of the sector.

John Wolstencroft, Dundee City Council — this is about the next debate, both locally
and nationally.

32




Andrew Kilpatrick, Servite HA — has internal migration within TAYplan been taken
into account in the in-migration calculation?

Answer — have used gross supply so recognising there will be in and out flows and
there might be an equalising effect. There are detailed figures on this.

Alison Crook, Perthshire HA — what impact would the HNDA figures have on
affordable housing policies?

Answer — development plans will need to look at this, it's a question of how much of
the need identified can be met through the planning system. There will need to be a
whole set of interventions considered through the LHS. Mustn’t assume the HNDA
figures will translate into the housing requirement — rather it gives a common
platform and database for local housing strategies and development plans. Also will
need to consider whether this is a strategic issue for the TAYplan. In some areas a
much higher affordable housing policy could be justified but have to take account of
overall economic viability of sites and of the amount of funding likely to be available.
There isn’t a direct relationship between the affordable policy percentage
requirement and what the needs actually are.

Andrew Kilpatrick, Servite HA — would changes to affordable housing policies be
included in the TAYplan?

Answer — decision has still to be taken as to whether affordable housing will be
included as a strategic issue

Nick Smith, TAYplan — baseline for the plan is 2012 but the HNDA is dated from now

Answer — the model can be updated as housing market activity changes.
Acknowledge it is a long term process.

Pam Ewen, SDP Manager invited any comments on the HNDA to be submitted to
TAYplan within one week.

David Horsfall, Homes for Scotland indicated broad support for the methodology
used and welcomed the continuity in commissioning AJ for the TAYplan HNDA.
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APPENDIX 3 — Methodology

1. In arriving at the approach used for combining the four individual
Authorites HNDAs the following process was undertaken:

Remitted to the Strategic Development Plan (SDP) Housing and
Planning Group to consider the impact of the HNDA guidance and
recommend to the SDP Steering Group an approach for the
achieving TAYplan-wide HNDA coverage.

Given that they were in the process of preparing the HNDA for
Perth & Kinross Council and had previously carried out the Housing
Needs Assessment for Fife Council, an approach was made to
Arneil Johnston for an initial discussion of how an HNDA for the
TAYplan area might be taken forward (Arneil Johnston were also
subsequently commissioned by Angus Council to prepare their
HNDA).

On the basis of these discussions Arneil Johnston submitted an
initial proposal. Following discussion on this between the four
Authorities and advice from CHMA / HID a research brief was
prepared.

Arneil Johnston subsequently revised their proposal. This was then
subject to yet further refinement following further consultation with
CHMA / HID.

The SDP Joint Committee agreed in May 2009 to commission to
produce ‘a combined and broad picture of housing needs and
demand across the Strategic Development Plan Authority area’.

Arneil Johnston was subsequently appointed in June 2009.

Reasoning for the approach used

2. The reasoning behind the approach used to prepare the TAYplan
HNDA was threefold:

Firstly, whilst it was acknowledged that the ideal scenario would
have been the preparation of an HNDA covering the TAYplan area
from scratch, in reality the first Strategic Development Plan has to
be progressed within a very short timescale. Results from the
TAYplan HNDA are needed to feed into the preparation of the SDP
Main Issues Report, which is currently under preparation and due
for publication in Spring 2010. As such the timescales simply did
not permit the ‘ideal scenario’.

Secondly, all four Authorities had already or were in the process of
undertaking work of some form or another on individual HNDAs.
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To replicate this work by carrying out a TAYplan-wide HNDA from
scratch would have been a duplication of effort.

e Thirdly, the HNDA process is both complex and lengthy. With the
exception of Fife Council, Authorities had already or were in a
position where they were likely to commission consultants to
prepare individual HNDAs at a considerable combined expense.
The TAYplan budget did not allow for a repeating of this process.

3. Scottish Planning Policy 3: Planning for Homes (paragraph 30)
recognises the need for a pragmatic approach where local authorities
have already commenced or recently completed HNDAs and advises
that in such cases authorities should use the best existing evidence to
inform their local housing strategies and emerging development plans.
A pragmatic approach of assimilating the data for core outputs 1-4 of
the HNDA Guidance from the four individual HNDAs and then using
this to produce outcomes that met the requirements of core outputs 5-8
was therefore considered appropriate.

4, From the outset the TAYplan HNDA has been based on the HNDA
Guidance. As outlined above Arneil Johnston’s proposal was refined
numerous times prior to the letting of the contract. CHMA / HID were
involved throughout this process.

Key Decisions

5. Minutes of the Project Steering Group were taken and submitted to
CfHMA. These identify the key decisions that were taken at each
stage of the process including:

e Determination of methodology for conducting the TAYplan HNDA
(SDPA Manager and Directors / Heads of local authority Housing &
Planning Services with detail agreed by the Project Steering Group.

e Identification of spatial boundaries for the study at TAYplan, local
authority and functional HMA level.

Note: Consideration was given early in the process to the inclusion
of the Greater Dundee Housing Market Area, as defined in the
Dundee HNDA, as a functional HMA. Whilst the GDHMA is a long
established boundary the Dundee HNDA proposed amending the
boundary with the result that it would extend further into a number
of adjacent HMAs. To date this revised boundary has not been
agreed by either Dundee City Council or any of the adjoining local
authorities. Furthermore there were concerns that the inclusion of
a GDHMA without similar consideration being given to the influence
of other major settlements within the TAYplan area may not give an
accurate reflection the true picture. In light of the above, and
concerns as to the potential implications of the revised GDHMA
boundary, the Project Steering Group agreed to exclude the
GDHMA as a functional HMA from this TAYplan HNDA although it
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is recognised that this is an issue which will require more detailed
consideration in subsequent TAYplan HNDA.

Involvement of key stakeholders.

Agreement that the affordable housing calculation would be carried
out at local authority level not at functional HMA level given that
each authority will be responsible for meeting the affordable
housing needs within their area.

Identification and resolution of inconsistencies — it was agreed that
a risk matrix would be maintained identifying any potential
inconsistencies. Several inconsistencies were identified through
the process relating to the Dundee and Fife information and the
resolutions to these were agreed with individual Authorities
concerned, taking on board CHMA / HID advice where appropriate.
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APPENDIX 4 — Assessment of Housing Need and Demand
by Arneil Johnston.
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1.

1.1

HOUSING NEED & DEMAND ASSESSMENT

The Main Issues Report (MIR) for the new TAYplan Strategic Development Plan
requires to be published in December 2009. In order to inform the preparation of
the housing element of the MIR, TAYplan commissioned Arneil Johnston in June
2009 to assimilate existing data from the four local authorities who comprise the
TAYplan area, to provide an overall picture of strategic housing land requirements
through the production of a consistent Housing Need and Demand Assessment
(HNADA).

The purpose of the assignment was not to prepare a full HNADA for the TAYplan
area, however, “The HNADA for the TAYplan area will assimilate Core Outputs 1-4
(of the HNADA Guidance) from the individual HNADAs across the TAYplan
area.....This data will then be used to produce outcomes that meet the
requirements of Core Outputs 5-8". Therefore, the purpose of this research was
defined as:

“to provide a broad picture of housing need and demand across the TAYplan
area concentrating on the strategic plan-wide and cross boundary issues”.

At the time of Arneil Johnston’s commission, both Dundee City and Perth & Kinross
Councils had fully up to date HNADAs based on the HNADA Guidance issued by the
Scottish Government in March 2008. The Perth & Kinross HNADA was completed by
Arneil Johnston in June 2009, with the Dundee City HNADA completed by Craigforth
in April 2009.

Fife Council produced an interim ‘Housing Need & Demand Assessment’ in March
2009, having undertaken a comprehensive review of secondary data and updating
the calculation assumptions of the ‘Housing Needs and Affordability Assessment’
produced by Arneil Johnston in 2005.

In July 2009, Angus Council commissioned Arneil Johnston to undertake a
comprehensive Housing Need & Demand Assessment in line with Scottish
Government Guidance. This study is scheduled to report in December 2009. In
order to inform the TAYplan MIR, an indicative baseline HNADA calculation was
prepared in August 2009. This calculation, although approved by Angus Council for
MIR purposes, may be subject to update or amendment as the HNADA process is
developed in November and December 2009.

Study Methodology

The Housing Need & Demand Assessment for the TAYplan area assimilates data
from HNADA Core Outputs 1-4 from each constituent local authority study, to
produce outcomes that meet the requirements of HNADA Core Outputs 5-8,
namely:

e estimate of current number of households in housing need;

e estimate of future households that will require affordable housing;

e estimate of future households requiring market housing; and

e estimate of total future households requiring either affordable or market housing.
In order to develop these outputs, Arneil Johnston has focused on assimilating

estimated requirements at TAYplan level, making full use of the existing housing
need and demand calculations prepared at local authority level.
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1.2

Given the scope and timescales of the project, it has not been possible to
undertake any primary analysis as part of this commission. The focus of this
project has been to rationalise existing research outcomes into a standard
calculation platform utilising transparent and evidence based assumptions.

A key element of this approach has been a full risk analysis of each HNADA
calculation to identify methodological inconsistencies or data limitations that occur
across local authority data-sets. The Risk Assessment can be accessed by clicking
here. This risk assessment has focused on establishing an acceptable degree of
consistency in relation to calculation methodology and data source inputs. Given
project timescales, it has not been possible to undertake a comprehensive review
of every assumption underlying calculation input; nor would this be practical given
that two of the four HNADAs under consideration have been approved both
corporately and politically as strategic documents.

Aim of the Commission

The aim of this research is to utilise the existing HNADA calculations of Angus,
Dundee City, Fife and Perth & Kinross Councils, as the key data inputs to derive
aggregated regional estimates. These estimates will provide evidence of the
housing land requirements for the TAYplan area and identify the key housing issues
on an administrative and Housing Market Area basis.

Therefore, analysis and reporting was performed, where possible, at the following
spatial boundaries:

e the TAYplan area boundary;

e local authority administrative boundaries; and

e functional housing market area (HMA) boundaries.

As it is envisaged that affordable housing needs will continue to be met largely
within the constituent authorities own boundaries, HNADA calculations for
affordable housing have been prepared by administrative local authority areas and
the functional housing market areas therein. Similarly, HNADA calculations for

market housing have been prepared at both local authority administrative and
functional market area levels.

1.2.1 Assignment Requirements
In order to meet this aim, the following objectives were identified for the research:

1. To assimilate existing data and construct a housing needs calculation to identify
affordable housing requirements;

2. To assess the opportunities for cross boundary analysis and define functional HMA
boundaries to be used as the basis for analysing market housing requirements
across administrative boundaries;

3. To assimilate existing data and construct a housing needs calculation to identify
market housing requirements; and

4. To provide a detailed final report, providing defensible research evidence to inform
the development of the TAYplan Main Issues Report.
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1.3

1.4

Project Steering Group

A multi-disciplinary Steering Group directed the commission, methodological
direction and technical analysis associated with this study.

The Steering Group, comprising officers from each local authority Housing and
Planning service, the TAYplan team and the Scottish Government; consisted of the
following representatives:

e Pamela Ewen, TAYplan Strategic Development Plan Authority Manager;

¢ Nick Smith, Senior Planner, TAYplan;

e Jonathan Bryson, Information & Research Officer, TAYplan;

e Joyce Logan, Planning Strategist, Housing Investment Division, Scottish
Government;

e Shirish Patel, Senior Development Officer, Housing Division, Angus Council;
e Kevin Thurlow, Planning Officer (Development Plans), Angus Council;

e John Wolstencroft, Policy Manager (Housing), Dundee City Council;

e Siobhan Johnson, Planning Officer, Dundee City Council;

e Vania Kennedy, Lead Officer (Housing Strategy and Business Development),
Fife Council;

e Dave Wardrope, Planner (Plans/Projects), Fife Council;
e Robin Edgar, Planner, Fife Council;
¢ Norma Robson, Team Leader, Planning and Policy, Perth & Kinross Council; and

e Katrina McWilliam, Planning Officer, Perth & Kinross Council.
Stakeholder Consultation

The findings of this study were presented to a wider group of stakeholders in order
to validate the methodological approach and assumptions utilised. This stakeholder
‘Q&A’ session was attended by representatives of the following agencies:

e TAYplan Strategic development Plan Team;

e Angus, Dundee City, Fife and Perth & Kinross Councils;

e key Registered Social Landlords operating across the TAYplan area;

e the Scottish Government;

e Homes for Scotland; and

e key development industry professionals including private developers.

General consensus validated the methodology adopted and approach taken to
provide consistent HNADA outcomes across TAYplan. Furthermore, a number of key

issues and suggestions for future analysis or sensitivity testing were identified,
which have informed the recommendations and conclusions of this study.
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2.

2.1

CONSISTENCY ANALYSIS

In order to derive HNADA calculations for both affordable and market housing, a
key stage in the research process was to establish a standard calculation platform
for assimilating local data and research outcomes using a consistent methodology.

To this end, a detailed review of each baseline HNADA calculation was performed to
assess the following key issues:

e inconsistencies in data sources utilised to define each measure of current and newly
arising need (e.g. HNADA survey outcomes, administrative data, household
projections etc);

o differences in primary research questions, cross tabulations and validation
techniques;

e variances in the methodology applied to assess housing affordability (e.g. assessing
income data, mortgage multipliers, house price benchmarks);

e variances in the time series of data-sources and whether existing calculations take
recent factors into account in a consistent and rational manner, such as changes in
housing legislation (e.g. Homelessness etc (Scotland) Act 2003 and the impact of
the current economic recession); and

e variances in local authority policy in relation to assessing and quantifying need (e.g.
housing application and allocation policies).

During this process, it was acknowledged that it was neither practical nor desirable
to harmonise each calculation input in terms of data source or local assumption.
Indeed, as two of the four calculations have been subject to Committee approval,
significant reworking or amendment to local judgements and calculation outcomes
could result in an unnecessary undermining of local development planning and
HNADA processes.

Therefore, the focus of the review was firmly dedicated to identifying issues of
significant methodological inconsistency or calculation outcome. Arneil Johnston
prepared a detailed risk assessment matrix providing full details of methodological
inconsistencies, data gaps or quality issues; as well as any assumptions which
should be applied to achieve a consistent measurement in the baseline calculation.

The outcomes of this matrix were presented to the project Steering Group on 20th
August 2009, together with recommended action where necessary, to reduce the
impact of methodological inconsistencies or data quality issues. It should be noted
that a number of legitimate inconsistencies were identified, which reflect specific
local context or strategic agendas. In each case, the level of risk to consistent
analysis was quantified and the extent to which recalculation should be performed
stated. The risk matrix developed can be accessed by clicking here.

Risk Assessment Outcomes

In general terms, the level of consistency between the four existing HNADA studies
is reasonably high as may be expected given that three of the four calculations
were prepared utilising the revised HNADA Guidance (March 2008).

Having said this, a number of fundamental differences were detected which
required remedial action in order to ensure consistency of analysis and outcome. As
both the Perth & Kinross and Angus Council HNADAs have been performed by
Arneil Johnston using the same methodological principles, the inconsistencies
identified focused primarily on the Dundee, and to a lesser extent, Fife HNADAs.
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The key areas of risk and consistency adjustments applied to each calculation are
listed below.

2.1.1 Angus Council

As the HNADA calculation in Angus was produced in August 2009 and for the
purposes of the TAYplan study, no consistency adjustments required to be
performed.

The final updated baseline HNADA calculation for Angus can be accessed by clicking
here.

2.1.2 Dundee City Council

In general, the study produced by Craigforth in 2009, is consistent with the
principles of the HNADA guidance (March 2008) and the approach adopted by
Arneil Johnston in both Perth & Kinross and Angus. Having said this, a number of
local differences were detected in relation to the treatment of two components of
current need, and one component of newly arising need, namely:

1. those who require special forms of housing;
2. those in unsuitable housing as a result of harassment; and

3. existing households falling into need.

Requirement for specialist forms of housing

In the Angus, North Fife and Perth & Kinross HNADA studies, this category of
unsuitability is delineated into three sub categories namely:

e unmet need for aids and adaptations;
e unmet need for special forms of housing; and

e unmet need for housing support or care.

The Dundee City HNADA did not appear to have included a category relating to the
requirement for special forms of housing. This omission is pertinent given that the level
of need in the other two categories is reduced significantly through the provision of in-
situ solutions, whilst the requirement to access alternative (special forms) of housing is
retained in the overall calculation of current need. To address this issue, further
analysis of the Dundee City Council waiting list was performed in order to derive a
proxy measure of need for special forms of housing; based on the number of
households awarded waiting list points under ‘medical’ categories of the Council’s
allocation policy. A measure of 725 households was added to the HNADA calculation
and approved by the Council for insertion.

Harassment

Although the Dundee HNADA compiled data on the number of households unsuitably
accommodated as a result of harassment, this category of unsuitability was not
included within the calculation. Instead, the Dundee HNADA Steering Group determined
that a number of interventions could be implemented to resolve the issue in situ,
therefore mitigating the requirement for the household to move to alternative
accommodation. However, as this measure has been included in the other HNADA
studies (in accordance with the HNADA guidance) and given that the data is readily
available, it was included within the TAYplan version of the Dundee calculation. A
measure of 320 households was added to the HNADA calculation and approved by the
Council for insertion.
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Measure for existing households falling into need

In both the Angus and Perth & Kinross studies, the annual flow of priority homeless
households was utilised to define the number of existing household who will fall into
housing need on an annual basis. The Dundee HNADA instead utilised a survey
measure of the number of households who have moved from private tenures into the
social housing sector to build up an annual flow.

The potential problem with this rationale is that some households may have historically
moved into social housing on a planned basis (as a result of the lack of required
products in the private sector e.g. sheltered housing); as opposed to on an emergency
basis as a result of affordability issues or a change in household circumstances.

In order to ensure that this measure incorporates an appropriate element of those
households who need to access social housing as a result of crisis, Arneil Johnston
recommended that a mid-point between the HNADA survey measure and the number
of priority homeless households recorded in the same year was included. Based on the
survey measure of households falling into need (360) and the number of priority
homeless households in 2008 (1,310); a mid-point measure of 835 households was
added to the HNADA calculation and approved by the Council for insertion. To test the
reasonableness of this assumption comparison was made with the other three
authorities. The Dundee figure represents 1.2% of households, the similar Angus figure
was 1.3% of total households, Perth & Kinross was 0.8% while North Fife was 0.5%.
Given the small differential, particularly in relation to the Angus and Perth & Kinross
outcomes, the figure of 835 was considered reasonable.

Other issues

The key methodological difference between the Dundee HNADA study and the
Angus, Fife and Perth & Kinross studies is the question of whether the calculation
utilised gross or net relets in relation to the availability of affordable housing

supply.

The Dundee HNADA calculation has been prepared on an aggregated basis
(covering the entire Dundee City spatial area) and in line with the HNADA guidance
those households already in social housing but who are also in housing need, are
removed from the calculation based on the assumption that these needs will be
met by movement within the affordable sector. Transfer relets are therefore
eliminated from the Dundee HNADA on this basis. This approach is typically
referred to as ‘net relets’.

In contrast, as the Angus, Fife and Perth & Kinross HNADA calculations have been
prepared to disaggregate the outcomes by sub-HMA areas, the use of ‘gross relets’
have been applied in order to reflect imbalances in the suitability and sufficiency of
social housing across spatial areas. This means both prime and transfer vacancies
have been included. Similarly, those households located in social housing and who
are in need have been retained within each calculation.

In order to ensure an appropriate level of consistency across each authority, Arneil
Johnston recommended the use of gross relets i.e. including those households in
housing need (in social housing) and including transfer relets within the calculation
of affordable housing vacancies. This is particularly pertinent in the case of Dundee
City as the number of transfer lets significantly outstripped the numbers in need in
social housing.

Although the use of gross relets in the Dundee HNADA generated a significant
variance in the magnitude of the surplus identified, this is largely compensated and
balanced by the additions made to housing need outlined above.
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The Centre for Housing Market Analysis has confirmed that it supports the use of
the gross re-lets approach in this instance, given that there is a balanced approach
to the inclusion of gross need and gross supply in the calculation.

The final updated baseline HNADA calculation for Dundee City can be accessed by
clicking here.

2.1.3 Fife Council

A number of adjustments were required to provide an HNADA calculation for North
Fife which is consistent with the 2008 HNADA Guidance. Although the Fife HNADA
published in 2008 updated the original 2005 housing need calculation for the area,
this update focused on producing an aggregated outcome for the whole of Fife and
was based on the previous DETR guidance on assessing housing need.

In order to derive a calculation which meets the requirements of the 2008
Guidance, as well as producing outcomes which relate to North Fife (and the Cupar
and North West and St Andrews and North East HMAs specifically), a systematic
reworking of the 2005 HNA calculations was performed for North Fife as follows:

1. The original 2005 HNADA calculation was split into annual flows using a 10 year
projection period. A number of calculation components were eliminated as they no
longer form part of the Guidance, including:

e unsuitability due to children at height;
e unsuitability due to social needs (including relationship breakdown);
e ex-institutional population who access social housing; and
¢ in-migrant households who cannot afford to enter market;
2. The adjusted 2005 calculation was then re-profiled into the format of 2008 HNADA

Guidance, which prompted the inclusion of the following categories of need, derived
through analysis of HL1 statistics:

e concealed households in current need = 16 households; and
e existing HH's falling into need = 179 households per annum;
3. A comparison was then carried out between the 2005 calculation and 2008 updated

HNADA to establish variances in the extent and nature of each component of
housing need as informed by Council analysis of new evidence;

4. A re-profiled 2005 calculation was developed according to 2008 HNADA update (by
applying appropriate variances to each category of housing need); and

5. The total calculation established for North Fife was then delineated into the Cupar
and North West and St Andrews and North East HMAs according to the proportion
of households in each area.

The final updated baseline HNADA calculation for North Fife can be accessed by
clicking here.

2.1.4 Perth & Kinross Council

As the HNADA calculation in Perth & Kinross was produced in June 2009, only one
consistency adjustment was required to the HNADA calculation components.

This adjustment relates to the transformation of the backlog stock of current need
into a series of annual flows. The original HNADA study in Perth & Kinross,
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assumed that current need would be met over a five year period. In order to
ensure consistency with the methodology applied across TAYplan, current need in
Perth & Kinross has been split over a 10 year projection period.

The final updated baseline HNADA calculation for Perth & Kinross can be accessed by
clicking here.
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3. FUNCTIONAL MARKET BOUNDARIES

The TAYplan area comprises the following local authorities;
e Angus, with the exception of the Cairngorms National Park;
e all of Dundee City;

e the Cupar and North West and St. Andrews and North East areas of North Fife
and

e Perth & Kinross, with the exception of the Loch Lomond & the Trossachs
National Park.

This is illustrated in map 3.1 below

Map 3.1: TAYPlan Boundaries

Perth & Kinross I:l Angus I:l Fife I:l Dundee |:|

The HNADA Guidance (March 2008) stresses the importance of examining housing
need and demand across functional housing market areas (HMAs). An HMA
represents the spatial area where if existing households live or work, they would
also be willing to search for alternative accommodation. Such “spheres of
influence” can be derived by analysing the movement patterns of house purchasers
using transaction data from the Register of Sasines.

The identification of functional housing market areas will therefore provide the
spatial dimension to assessing housing need and demand across the TAYplan area.
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3.1

Defining the Housing Market Areas

In each of the local authority areas (Angus, Dundee City, Fife and Perth & Kinross)
functional housing market areas were identified using the methodology published
by Communities Scotland (Housing Market Areas in Scotland: Definition and
Review, December 2003), which outlines the process for defining and updating
housing market boundaries as follows:

1. Define Settlement Backbone: identify the major settlements in each local
authority area i.e. the centres of local employment;

2. Determine Movement Patterns: using Sasines data, analyse transactions to
determine the origin of house purchasers, defining movement in relation to
each major settlement;

3. ldentify Policy Parameters: identify key developments in policy or
infrastructure which impact on the movement of households between and
within functional housing market areas in each local authority;

4. Analyse Critical Developments: assess the impact of any housing
developments on the mobility of households; and

5. Revise Housing Market Area Boundaries: reflect policy and infrastructure
considerations.

Sales transactions and patterns of household movement across an individual local
authority area were analysed using the most recent Sasines data available,
typically over a five year period. For Angus, Dundee City, and Perth & Kinross the
HMA boundaries were taken from their HNADA studies of 2009 (draft studies in the
case of Angus and Dundee). In the case of Fife, the results of the 2005 study were
updated by the Council. Table 3.1 outlines the functional housing market areas
identified and provides the household populous in each HMA.

. Number of
Functional HMA Households
East Angus 14,390
North Angus 12,946
South Angus 13,527
West Angus 12,851
Angus Total 53,714
Dundee Total 68,484
Cupar & North West Fife 12,401
St Andrews & North East Fife 20,310
Fife Total 32,711
Eastern 9,079
Greater Perth 37,046
Highland 5,992
Kinross 4,910
Strathearn 9,125
Perth & Kinross Total 66,152
TAYplan Total 221,061

Table 3.1: Households per Functional Housing
Market Area (Source: CACI DataSet 2007)
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The Strategic Development Planning Authority
for Dundee, Perth, Angus and North Fife

Map 3.2 illustrates these functional housing market areas:
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Map 3.2: Functional H-ousing Market Areas
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For the purposes of this study the above HMAs were used as the building blocks for
the analysis. In the following sections the results of the analysis have been
reported at local authority boundary level excluding the Loch Lomond and
Trossachs National Park from the Strathearn HMA of Perth & Kinross and the
Cairngorm National Park from the West Angus HMA of Angus.

As these results have been aggregated by summing the HMA results within each
local authority, the results will vary slightly from the calculations based on the local
authority area as a whole.

Therefore, the models used for this study provide the analysis at HMA level.
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4.

4.1

CALCULATING THE REQUIREMENT FOR AFFORDABLE HOUSING

A key aspect of defining the requirement for both affordable and market housing is
the development of a robust baseline housing needs calculation. This calculation
will estimate the requirement for affordable housing based on measures of:

e the number of existing households in ‘current need’ (because they are currently
located in unsuitable housing);

e the number of households for whom need will arise on an annual basis (either
through migration, formation or a fundamental change in household
circumstances); and

e the annual supply of affordable housing available to meet need.

The net requirement for affordable housing will be derived by performing a match
of households to homes, i.e. by benchmarking annual flows of housing need to
annual flows of available affordable housing supply. Shortfalls or surpluses in the
provision of affordable housing can therefore be identified depending on the
sufficiency of supply across local authority areas.

A baseline affordable housing scenario has been prepared and validated by the
TAYplan Steering Group; the results of which are outlined in the following section.
To facilitate this, an affordable housing calculation model was prepared that will
enable the TAYplan team to perform ongoing sensitivity analysis over time, as
evidence on the extent and nature of housing need and affordable housing supply
emerges in the short to medium term.

Calculation Methodology

Housing Need refers to households lacking their own
housing or living in housing which is inadequate or
unsuitable, who are unlikely to be able to meet their
Backlog of Existing needs in the housing market without some assistance.

Need

Outline of Model

Chapter 6 of the HNADA Guidance (Scottish

Government, March 2008) presents a basic needs

Plus 1 assessment model. This provides a common core to
u

each HNADA assessment that will facilitate completion
of the essential requirements.

Newly Arising

Need An essential feature of the model is that need and

supply are expressed in a common currency of annual
flows, that is, the number of units required and
Minus 1 available per year over the strategy period. A ‘flow’ is

a count of households or dwellings, which change
status over a period of time (one year), for example
the number of new households forming, or the number
of affordable housing re-lets.

Supply of
Affordable Housing

Some housing need numbers are flows i.e. the number
Equalsl of households that Wil! form a need on an an.nual
basis; others are typically ‘stocks’. A stock is a

snapshot count of the number of households or
Net Shortfall/ dwell_ings_ Wit_h a particular problem or cr_\aracfceristic, at
Surplus a point in time. Examples of ‘stocks’ in this context
include the number registered on a housing waiting
list, or the number of households living in unfit

Final Report November 2009 12



TAYplan Strategic Development Planning Authority TAYp | an
Housing Need & Demand Assessment EPEBENR

4.2

dwellings. A general term for the stock of housing need at a point in time is the
‘backlog of current need'.

In order to derive an annual measure of housing need (i.e. a flow) from the stock
of households in current need, an assumption is applied on the length of time it will
take to eliminate the backlog over time. As agreed by the TAYplan Steering Group,
and in line with HNADA Guidance (Chapter 6, Step 4.2); it has been assumed that
the backlog of households in current need will be addressed over a 10 year period.
Thus, by dividing the measure of current need by ten, we can derive an annual
measure and thus convert the stock of current need into a series of annual flows.

Backlog of Current Housing Need

The term ‘current need’ refers to the stock of housing need at a point in time. The
HNADA Guidance (2008) delineates current need into two categories, namely:

¢ ‘households who lack their own housing’; and

¢ ‘households living in housing that should be considered unsuitable’.

Table 4.1 indicates the factors or household circumstances, which will be used to
identify current housing need:

Households who Lack their own Housing

Homeless Homeless households
households or
insecure tenure

Households with tenure under notice, real threat of notice
or lease coming to an end; or in rent or mortgage arrears

Concealed Unrelated adults sharing a kitchen, bathroom or WC with
household another household but not sharing meals

Households Living in Housing that should be Considered Unsuitable

Overcrowding Overcrowded according to the ‘bedroom standard’

Support Needs Households containing people with mobility impairment or
other specific support needs living in unsuitable dwelling
(e.g. accessed via steps)

Poor Condition Lacks a bathroom, kitchen or inside WC

Too difficult to maintain e.g. subject to major disrepair or
unfitness

Harassment Harassment from others living in the vicinity or risk of
domestic violence

Table 4.1: Components of Backlog Housing Need (Table 6.1/2 HNADA Guidance,
March 2008)

Table 4.2 outlines gross current need across each TAYplan local authority area i.e.
the total number of households that either lack their own housing or occupy
housing that is unsuitable.

In total, there are 29,092 households across the TAYplan boundary that can be
defined as being in current housing need. Although the extent and nature of this
need will vary by local authority; current need is most concentrated in Dundee City
(41% of the total need); followed by Perth & Kinross (25%) and then by Angus and
North Fife at 17% respectively.
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Dundee ; Perth &
Angus City North Fife Kinross
Homeless households 136 640 388 355
Insecure tenure 39 15 103
Concealed household 219 170 38 360
Overcrowding 779 2,120 636 2,327
Support Ngeds: Aids 501 1071 1649
or Adaptations
2,420
Supp_ort Needs: 200 486 751
Housing Support
Support Needs:
Special Forms of 2,493 725 2145 539
Housing
Poor Condition 428 5,410 192 1173
Harassment 127 320 0 137
Gross Current Need 4,922 11,805 4,971 7,394

Table 4.2: Gross Backlog of Current Housing Need across TAYplan Boundary

Given the variance in definition of support needs across the four studies it is useful
to compare the percentage of households with some form of support needs for
each area. In Dundee 4.6% of households had some form of support need, Perth &
Kinross 4.4%, Angus 5.9% and North Fife 11.3%. As the North Fife figures appear
higher than the others and are based on a projection of a 2004 survey it will be
useful to test the impact of a lower figure (5%) as part of future scenario testing.

It will not be the case that all households that are located in unsuitable housing will
require to move to an alternative property in order to resolve housing need.
Neither is it the case that all households in current need will require affordable
housing.

The requirement for affordable housing associated with the number of households
in current need is established by adjusting gross current need by deducting the
number of households that:

e can resolve their need with the provision of in-situ solutions; and/or

e can resolve their need independently in the private housing market.

4.2.1 Unsuitably Housed Households with In-Situ Solutions

A number of households identified in current housing need will be able to remain in
their current property with the help of ‘in-situ solutions’; for example by carrying
out repairs, installing adaptations or providing care and support to enable the
household to achieve independent living.
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Table 4.3 outlines the number of households in each local authority area that can
resolve current need through the provision of ‘in-situ’ solutions. These households
are eliminated from the stock of current need on the basis that they do not require
to move to an alternative property in order to address housing unsuitability. Gross
current need is therefore reduced by the impact of eliminating these households as
outlined below.

Angus Dlé?g/ee North Fife iﬁ::gsi
Gross Current Need 4,922 11,805 4,971 7,394
In-situ adjustment 680 4,750 854 2,097
Adjusted Current Need 4,242 7,055 4,117 5,297

Table 4.3: Gross Backlog Need Adjusted for the Provision of In-situ Solutions

4.2.2 Households Unable to Afford Market Housing

A proportion of households in current need will also be able to resolve their housing
need independently in the private housing market. In order to determine the
proportion of households who can afford to purchase more suitable
accommodation, an affordability test is applied which benchmarks household
incomes against their ability to purchase lower quartile house prices.

The assumptions underpinning the affordability analysis undertaken in each HNADA
are outlined in Table 4.4 below.

Income Lower Quartile i
Lending Multiple - Households
Data - Price (2007
Assumption . who cannot
Source Sasines data)
Afford
CACI 3.5 times gross 5
Angus Income income £90,000 54%
3.5 times gross
income. Those with
HNADA at least £80K equity
Dundee Survey: in CAN afford 5
City Households | category. Those in £80,000 72%
in Need receipt of disability
benefits in CAN'T
afford category
- Cupar & North West: 59%
North CACI 3.5 times gross £113,933
Fife Income income St Andrews & North
East: £136,000 70%
P_erth & CACI 3.5 times gross £89.925 40%
Kinross Income income

Table 4.4: Proportion of Households unable to Afford Market Housing

With the exception of Dundee City, CACI

Income Data was used to establish

affordability. Both systems of analysis used the same lending multiple of 3.5 times
gross household income. However, while the Dundee study made an adjustment for
equity and those in receipt of disability benefit the other studies used the Bramley
wealth adjustment formula for this purpose. It is considered that the use of these
two types of adjustment results in broadly similar outcomes.

Final Report

November 2009 15



TAYplan Strategic Development Planning Authority
Housing Need & Demand Assessment

TAXDE

The proportion of households who cannot afford to purchase market housing is
then applied to the number of households in current need whose needs cannot be

met in-situ.

Table 4.5 outlines the outcomes of this analysis. Across the TAYplan boundary, in
total 12,238 households have been identified in current housing need and require
affordable housing to assist them to meet this need in practice. Current need for
affordable housing is most concentrated in the Dundee City area (42% of the
total), followed by North Fife (22%) and then by Angus and Perth & Kinross (at
18% respectively).

Gross Local
% who Net .
Current Authority
HMA Area cannot Current
Need Net Current
. afford Need
of In-situ Need
East Angus 802 48% 385
North Angus 1,301 44% 573
Angus 2,192
South Angus 1,255 61% 766
West Angus 884 53% 468
Dur.1dee Dundee City 7,055 72% 5080 5,080
City
Cupar & North %
North West Fife 1,561 I 915
; 2,705
Fife St Andrews &
. 70%
North East Fife 2,557 1790
Eastern 694 39% 271
Greater Perth 2,553 39% 996
P_erth & Highland 752 64% 481 2,261
Kinross
Kinross 485 42% 204
Strathearn 814 38% 309

Table 4.5: Net Backlog of Current Housing Need across TAYplan Boundary

In order to translate this total backlog figure into a series of annual flows, it has
been assumed that the backlog of current housing need will be met over a 10 year
period. Table 4.6 details the annual flow of current housing need by local authority

area.
Dundee . Perth &
Angus City North Fife Kinross
Net Current Need 2,192 5,080 2,705 2,261
Net Annual Current 219 508 270 296
Need

Table 4.6: Net Annual Backlog of Current Need across TAYplan boundary
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4.3

Newly Arising Need

Current need is supplemented by an estimate of the number of households for
whom a housing need will arise over an annual period.

Newly arising need is an annual figure primarily created by the formation of new
households. Estimating the contribution of new household formation to the gross
need for affordable housing involves the application of a two-stage calculation:

e estimating the annual volume of new (gross) household formation; and

e estimating the proportion of newly forming households unable to afford market
prices.

In addition, the HNADA Guidance (2008) also identifies other ways in which new
needs may arise. For example, households, previously satisfactorily housed, may
fall into need due to a change in circumstances. The following sections outline the
extent to which new need for affordable housing will arise across the TAYplan
boundary over an annual period.

4.3.1 Newly Forming Households

The rate of new household formation will vary over time and will respond to short
term changes in housing market activity. Table 4.7 outlines the estimated numbers
of newly forming households across each local authority area.

The number of newly forming households relates to gross household formation and
the number of new households who will form a housing requirement in each area
as a result. All four local authorities have utilised a formation measure derived from
primary data sources (HNADA surveys).

Two measures were available from the survey data:

1. A historic analysis based on the number of respondent households that had
formed over the past five years plus the households that had formed from
existing households over the past five years; and

2. A predictive analysis based on respondents stating that someone within their
household was likely or very likely to form a household over the next two years.

Both the Dundee City and Angus HNADAs opted for use of a historic measure,
based on local context and evidence whilst the Perth & Kinross HNADA opted for
use of the predictive measure for TAYplan purposes. Although updated using
secondary data in 2008, the Fife HNADA in 2005 also used a predictive derivative
for household formation. The risk register contained within the Comparison
Template “2.1 New Household Formation” identifies the confidence levels for
both methods of measurement. Further, Perth & Kinross had originally used a net
figure but then opted to utilise a gross figure to be consistent with the other
TAYplan authorities.

Dundee . Perth &
Angus City North Fife Kinross
=7 RiDrsEnels 840 1,575 310 1,472
Formation

Table 4.7: New Annual Household Formation in TAYplan Boundary

In order to derive the affordable housing requirement associated with new
household formation, a further affordability test was performed with outcomes
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assimilated from each HNADA study. This test involves benchmarking the incomes
of newly forming households against their ability to purchase properties in the
lower quartile of the market. Table 4.8 outlines the outcomes of this analysis.

New Local
New % who Households Authority
HMA Area Household cannot who require Affordable
Formation afford Affordable Housing
Housing Requirement
East Angus 200 67% 134
North Angus 81 51% 41
Angus 510
South Angus 264 62% 164
West Angus 295 58% 171
Dun .
u i dee Dundee City 1,575 A47% 740 740
City
CUED & Moy 117 59% 69
North West Fife
Fife St And 2V
t Andrews &
0,
North East Fife s oS ==
Eastern 167 57% 95
Greater Perth 770 48% 370
P_erth - Highland 167 84% 140 822
Kinross
Kinross 193 79% 152
Strathearn 176 37% 65

Table 4.8: Affordable Housing requirement Associated with new Household
Formation

4.3.2 Existing Households Falling into Need

The calculation of newly arising need also identifies existing households, previously
satisfactorily housed, that fall into priority need on an annual basis. This would
include all types of households that have experienced a fundamental change in
their household circumstances that has led them to become homeless. This
information was derived from each HNADA where the primary source was the
Scottish Government’'s Homeless Legislation reporting system (HL1) dataset for
each Council area. HL1 statistics have been used to derive the average number of
households falling into priority need on an annual basis in every HNADA calculation
with the exception of Dundee City; where a mid-point measure was used between
priority homeless households and a survey measure of the number of households
moving from private tenures into social housing.

Table 4.9 outlines the number of existing households who will fall into housing need
on an annual basis.

Dundee . Perth &
Angus City North Fife Kinross
Number of Existing
Households Falling into Need 724 B2 LA 2=

Table 4.9: Number of Existing Households Falling into Need per Annum
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4.3.3 Total Newly Arising Need
Total newly arising need is established by adding:

e the annual number of newly formed households that cannot access market
solutions; and

e the estimated number of existing households falling into priority need.

The total newly arising need across the TAYplan boundary is 4,547 households
per annum as outlined in Table 4.10 below:

ANGUS Dundee North Perth &
g City Fife Kinross
New Household Formation 510 740 204 822
Nur_nber of Existing Households 724 835 179 533
Falling into Need
Annual Newly Arising Need 1,234 1,575 383 1,355

Table 4.10: Total Annual Newly Arising Need Baseline Year

Table 4.10 illustrates the extent of newly arising need in the baseline year of the
affordable housing model. The baseline affordable housing model assumes that
newly arising need will vary over time according to changes in the extent of
existing households who will fall into need annually as a result of changes to the
homelessness legislation in Scotland.

This aspect of the calculation is predicated on the principle that all households
assessed by each local authority as unintentionally homeless and in priority need
will form the core group of existing households who will fall into need on an annual
basis. The abolition of priority need by 2012, under the Homelessness etc
(Scotland) Act 2003, means that all households who have been assessed as
homeless, irrespective of their priority status, will be eligible for rehousing under
the legislation. Between 2009 and 2012, each local authority will systematically
increase the number of homeless households awarded priority until 100% of
eligible applications achieve this status by 2012. The affordable housing model has
therefore been adjusted to reflect the impact of the implementation of the 2012
target. It has been assumed that the number of existing households, who fall into
housing need by 2012, will remain consistent from this point until the end of the 10
year projection period.
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4.4

Table 4.11 outlines the impact of this projected adjustment to the flow of total
newly arising need across each local authority for the next 10 years.

Angus Dlé?fyee North Fife Elenrﬁgsé: TAYplan
Year 1 - 2009 NAN 1,270 1,615 396 1,394 4,675
Year 2 — 2010 NAN 1,306 1,655 410 1,432 4,803
Year 3 — 2011 NAN 1,343 1,694 419 1,471 4,927
Year 4 — 2012 NAN 1,379 1,734 433 1,510 5,056
Year 5 — 2013 NAN 1,379 1,734 433 1,510 5,056
Year 6 — 2014 NAN 1,379 1,734 433 1,510 5,056
Year 7 — 2015 NAN 1,379 1,734 433 1,510 5,056
Year 8 — 2016 NAN 1,379 1,734 433 1,510 5,056
Year 9 — 2017 NAN 1,379 1,734 433 1,510 5,056
Year 10 - 2018 NAN 1,379 1,734 433 1,510 5,056

Table 4.11: Annual Flow of Newly Arising Need by Local Authority Years 1-10

Total newly arising need across the TAYplan boundary stands at 4,675 households
in 2009. Newly arising need is most heavily concentrated in Dundee City (35% of
the total), followed by Perth & Kinross (30%), Angus (27%) and North Fife (8%0).

Supply of Affordable Housing

The housing need calculation establishes the available supply of affordable housing
to meet identified current and newly arising housing need. The annual supply of
affordable housing re-lets (i.e. the gross turnover of Council and RSL properties) is
the primary component of this affordable housing supply. The number of affordable
units taken out of supply, i.e. any property currently closed for demolition or taken
out of management, is eliminated from the total housing re-lets in order to focus
on ‘effective’ housing stock.

The number of committed units of new affordable housing is then added to
establish the gross supply of affordable housing per annum. This figure is then
subtracted from total housing need (i.e. current and newly arising) to establish the
overall number of households in need relative to current supply levels.

The projected supply of affordable housing was calculated on a consistent basis
across each TAYplan local authority. The total effective stock of affordable housing
was projected forward in each area by:

e eliminating any deletions to the housing stock, i.e. through right to buy sales or
scheduled demolitions; and

e adding new units of housing stock delivered under the Scottish Government
housing investment programme.

Turnover rates were then applied to the projected affordable housing profile in each
area to establish the number of housing vacancies that would arise on an annual
basis to meet the levels of need identified.

In order to establish the projected number of new affordable housing units which
may be delivered over time, the following methodology was developed with the
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Steering Group. Based on the Scottish Government affordable housing investment
budget for each area in 2009/10, the number of units to be delivered was
calculated based on a cost per unit of £74,000. Given the future uncertainty of
investment levels in the short to medium term, an assumption was applied that a
25% reduction in investment would apply from Year 2 to year 10 of the projection
period.

Using this methodology, Table 4.12 outlines the projected number of new
affordable housing units to be delivered in each local authority area.

ANGUS Dundee North Perth &
9 City Fife Kinross
Eg‘h’/le;tme”t SelEei 20Ul £4.8M | £10.0M | £2.0M | £15.5M
Number of units (CPU £74K) 65 135 27 209
Year 1 New Affordable Housing 65 135 27 209
Years New Affordable Housing 49 101 20 157
Years_ 3-10 New Affordable 49 101 20 157
Housing

Table 4.12: Total Projected Annual New Units of Affordable Housing

Table 4.13 outlines the total supply of affordable housing (both vacancies in
existing social housing stock and the delivery of new units) in each local authority
area over time.

Angus | PO | TR | Kinross | TAYPlan
Year 1 - 2009 Supply 1,139 2,355 280 844 4,618
Year 2 — 2010 Supply 1,123 2,287 272 793 4,475
Year 3 — 2011 Supply 1,122 2,251 270 793 4,436
Year 4 — 2012 Supply 1,122 2,224 269 795 4,410
Year 5 — 2013 Supply 1,122 2,195 268 797 4,382
Year 6 — 2014 Supply 1,123 2,170 267 799 4,359
Year 7 — 2015 Supply 1,124 2,145 266 801 4,336
Year 8 — 2016 Supply 1,125 2,134 265 803 4,327
Year 9 - 2017 Supply 1,125 2,123 264 806 4,318
Year 10 — 2018 Supply 1,126 2,117 263 808 4,314

Table 4.13: Total Projected Annual Supply of Affordable Housing

Total affordable housing supply across the TAYplan boundary stands at 4,618 units
in 2009 and decreases to 4,314 in 2018. This affordable supply is most heavily
concentrated in Dundee City (51% of total supply), followed by Angus (25%), Perth
& Kinross (18%) and North Fife (6%).

The Requirement for Affordable Housing

The Housing Needs calculation provides outputs reflecting the net number of
households demonstrating an element of need (both current and newly arising).
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This need is then benchmarked against the supply of available affordable units in
the area to assess the sufficiency of the housing stock. The level of any residual
housing need therefore reflects the number of households that require some form
of intervention or assistance to meet this need across the TAYplan boundary.

Table 4.14 outlines the extent of shortfall or surplus in the supply of affordable
housing across each local authority in 2009.

Angus Dlé?tdyee North Fife Elerl;:gsi‘
Annual Current Need 219 508 270 226
Annual Newly Arising Need 1,270 1,615 396 1,394
Total Housing Need 1,489 2,123 666 1,620
minus
Annual Affordable Supply 1,139 2,355 280 844
Net Shortfall/Surplus -350 +233 -386 -776

Table 4.14: Net Shortfall/Surplus of Affordable Housing Across TAYplan Boundary
(Year 2009)

All local authority areas with the exception of Dundee City, demonstrate a shortfall
of affordable housing relative to the extent of need identified in 2009.

Dundee City demonstrates a surplus of 233 units of affordable housing in 2009. In
contrast, Angus, North Fife and Perth & Kinross exhibit a total shortfall of 1,512
units of affordable housing. This shortfall is concentred most in the Perth & Kinross
area (51% of the total shortfall), followed by North Fife (26%) and Angus (23%).

Graph 4.1 illustrates the extent of affordable housing shortfall/surplus across the
TAYplan boundary at 2009, 2013 and 2018.

Unmet Need for Affordable Housing by Area
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Graph 4.1: Unmet Need for Affordable Housing at Five Year Intervals

In Angus, North Fife and Perth & Kinross, annual shortfalls continue to accumulate
over time. By 2013, a shortfall of -350 affordable units in Angus deteriorates by a
further 35% to an annual shortfall of -476 units. By 2018 however, the shortfall
remains almost consistent (and in fact improves by 4 units).

Similar patterns exist in both North Fife and Perth & Kinross. In North Fife, the
annual shortfall of affordable housing grows by 13% from -387 units in 2009 to
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-435 units in 2013. Again, by 2018, the level of annual shortfall is relatively
consistent (growing by just 5 units). In Perth & Kinross unmet need for affordable
housing grows by 21% in the first 5 years from a shortfall of -776 units in 2009 to
-939 in 2013. Again the variance between 2013 and 2018 is negligible.

The factor underpinning this annual growth in shortfall between Years 2009 and
2013 is the systematic increase in newly arising need, reflecting the
implementation of the 2012 abolition of the priority need distinction. From 2013
onwards, newly arising need remains static as this target is met, whilst increases in
the delivery of new affordable housing are included annually.

This factor also has a significant impact on the transformation of housing surplus in
Dundee from a surplus of 233 units in 2009 to shortfall by 2013 of -47, and then
-125 by 2018. Between 2009 and 2013, approximately 150 new homeless
households are added to newly arising need annually which addresses much of the
surplus affordable housing identified. Reductions in the supply of affordable housing
as a result of over 1,500 demolitions in Dundee City Council stock between 2009
and 2016, also contributes to the transformation of housing surplus into shortfall.

Graph 4.2 illustrates the annual shortfall in affordable housing per annum over the
10 year projection period from 2009 to 2018 across the TAYplan boundary.

Annual Net Need Across TAYplan Boundary
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Graph 4.2: Annual Shortfall in Affordable Housing Across TAYplan Years 2009-2018

A growing annual shortfall of 48% can be identified between 2009 and 2012, from
-1,280 units of affordable housing to -1,869 units. These shortfalls increase by only
a further 4% between 2013 and 2018.

Graph 4.3 illustrates cumulative shortfalls across each local authority in the
TAYplan area.
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Cumulative Need by LA Area
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Graph 4.3: Cumulative Shortfall of Affordable Housing at 5 year Intervals

Across the 10 year projection period from 2009 to 2018, Angus demonstrates a
cumulative shortfall in affordable housing of -4,513 units. Dundee City provides a
more balanced cumulative outcome, with total shortfalls amounting to -179 units
over the 10 years. In contrast, Perth & Kinross exhibits a significant cumulative
shortfall of -9,088 units; whilst North Fife shortfalls accumulate to -4,275 over the
same 10 year period.

The total cumulative shortfall across the Tayplan boundary by 2018 is -18,055
units of affordable housing. This cumulative shortfall is most concentrated in Perth
& Kinross which accounts for 50% of unmet need over the period, followed by
Angus 25%, North Fife 24%. Dundee City accounts for just 1% of the cumulative
shortfall over the 10 years. The detailed Model for the Affordable Calculation can be

accessed by clicking here.
Sensitivity Analysis

In order to test the potential range of need for affordable housing a sensitivity
analysis was carried out to establish a lower range for the backlog of current need.
The assumptions used to test the sensitivity of the analysis were based on lower
assumptions considered for each element of the backlog of need calculation for
each local authority. Table 4.15 illustrates the comparison between the base figures
used and those for the sensitivity analysis.
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) . Perth &
Angus Dundee City North Fife -
Kinross
Base S.A. Base S.A. Base S.A. Base S.A.
Homeless households 136 101 388 191 355 same
640 450
Insecure tenure 39 26 15 same 103 92
Concealed household 219 97 170 same 38 same 360 71
Overcrowding 779 131 2,120 910 636 same 2,327 358
=l N‘?eds- Alds 501 95 1071 460 1649 same
or Adaptations
2,420 1,802

SUpp_Ort Needs: 200 same 486 217 751 same
Housing Support
Support Needs:
Special Forms of 2,493 same 725 same 2145 958 539 same
Housing
Poor Condition 428 178 5,410 1,175 192 same 1173 151
Harassment 127 same 320 same 0 same 137 16

Gl Culr\lrggé 4,922 3,448 | 11,805 | 5,552 | 4,971 2,707 7,394 3,983

Table 4.15: Changes to Backlog of Need for Sensitivity Analysis (S.A.)

The detailed variance between the base calculation and the sensitivity analysis can
be accessed by clicking here. The source of each figure used for the sensitivity
calculation can be identified from the Aggregated Calculation Templates for each
local authority area.

Table 4.16 outlines the extent of shortfall or surplus in the supply of affordable
housing across each local authority in 2009 based on the sensitivity analysis carried

out:
Angus Dlé?tdyee North Fife Eler:g;sé:
Annual Current Need 144 239 148 79
Annual Newly Arising Need 1,270 1,615 396 1,394
Total Housing Need 1,414 1,854 544 1,473
minus
Annual Affordable Supply 1,139 2,355 280 844
Net Shortfall/Surplus -275 +501 -264 -629

Table 4.16: Sensitivity Analysis Net Shortfall/Surplus of Affordable Housing Across
TAYplan Boundary (Year 2009)

Therefore the total aggregated requirement for affordable housing across the
TAYplan area for the sensitivity analysis is a shortfall in 2009 of 667 units as
compared to a requirement of 1,279 for the base calculation.
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Affordable Housing Across

The outcome of the sensitivity analysis is that the annual shortfall of affordable
housing in 2009 reduces from 1,280 to 666 and from 1,964 to 1,350 in 2018.

Cumulative Need by LA Area
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Graph 4.5: Sensitivity Analysis Cumulative Shortfall of Affordable Housing at 5 year
Intervals

Therefore, a suitable range for the cumulative need for affordable housing within
the TAYplan boundary:

e at 2009 would be between 509 and 1,123 units;

e by 2013 between 5,244 and 8,314 units; and

e Dby 2018 between 11,914 and 18,054 units.

The sensitivity analysis indicates a reduced level of need in Angus, Perth & Kinross
and North Fife. However, it also indicates the potential for a significant surplus of

affordable housing within Dundee City. The detailed Model for the Affordable
Calculation sensitivity analysis can be accessed by clicking here.
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4.7

4.8

Meeting the Study Objectives
Core Output 5 - Estimate of current number of households in housing need.

Table 4.17 illustrates that the range of current need can reasonably be expressed as:

218 Angus Dur_1dee North Fife P_erth &
City Kinross
Annual Current Need 144 to 219 239 to 508 148 to 270 | 79 to 226
Net Shortfall/Surplus -350 to +233 to -386 to -776 to
-275 +501 -264 -629

Table 4.17: Range of Annual Current Need and Shortfall or Surplus of Supply

Core Output 6 - Estimate of future households that will require affordable
housing.

Table 4.18 illustrates that the cumulative range of future demand can reasonably
be expressed as:

Dundee . Perth &

Angus City North Fife Kinross

Net Shortfall/Surplus -2,145 to -2,084 to -4,426 to
2013 -1,772 34110 1,686 -1,469 -3,690

Net Shortfall/Surplus -4,513 to -179 to -4,275 to -9,088 to
2018 -3,765 2,512 -3,046 -7,616

Table 4.18: Cumulative Range of Future Shortfall or Surplus of Households Requiring
Affordable Housing

Therefore the total TAYplan future requirement for affordable housing by 2018 can
reasonably be expressed as in the range 11,915 to 18,055.

Meeting the Demand for Affordable Housing

The demand for affordable housing identified from the above analysis is not the
requirement for new affordable housing. While new affordable housing
development is a key component of any strategy it should be one of a range of
interventions utilised to meet the demand. In fact, stakeholder consultation on the
findings of this study stimulated the suggestion of a number of strategic actions that
should be implemented to address the requirement for affordable housing by other
means, such as:

e tackling private sector disrepair;

e using assistive technology to promote independence in older people;
¢ tackling and preventing homelessness;

e making better use of the current affordable and private stock;

e developing flexible tenure options; and

¢ maximising the impact of the private rented sector.
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5.

5.1

CALCULATING THE REQUIREMENT FOR MARKET HOUSING

As well as assessing the sufficiency and suitability of affordable housing across the
TAYplan area; a calculation has also been performed to assess the ability of the
private housing market to meet housing need and demand.

There are two key aspects to the calculation of the requirement for market
housing. Firstly, those who can be considered to be in need of housing and can
afford the market entry price for that accommodation and, secondly, the price level
at which they can enter and purchase within the market.

Therefore, ‘Current Need’ for market housing has been calculated by identifying the
households that can afford to meet their need within the market using the same
data source as the affordability calculation outlined in Table 4.5. Similarly, ‘Newly
Arising Need’ for market housing has been calculated by identifying the households
that can afford to enter the market using the same methodology as for the
affordable calculation outlined in Table 4.8.

As well as considering the requirements of those who need to move; the market
calculation will also reflect the requirements to those who want to move and who
will therefore place demand on the private housing market. Demand will be
stimulated by households who currently live in the TAYplan and who wish to move;
as well as households currently living elsewhere who wish to migrate into the area
in order to purchase the property they require.

An estimate of need and demand for market housing per annum will then be
matched to a profile of available properties; as evidenced by analysis of the historic
number of sales that have taken place in recent years. This match of households to
homes will be performed in each housing market area (HMA) as well as in each
quartile of the private housing market. Quartile analysis will demonstrate whether
there is an over or undersupply of properties at specific price points relative to the
proportion of households who can afford these prices. Therefore the analysis will
provide evidence of whether there is a sufficient supply of market properties in
each housing market area and whether this supply is suitable in terms of price.

Calculation Methodology

The market housing calculation works on the following basis:
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Diagram 5.1: Methodology for Assessing the Market Housing Requirement

Thus the housing need and demand for market housing has been identified by:

e establishing the backlog of current need as a percentage of those who CAN
afford market entry; plus

e newly forming household component of the newly arising need (NAN)
calculation as a percentage of those who CAN afford market entry; plus

e demand from inward migration; plus

e an annual demand for market housing from within the market area.

The supply of market housing is then established by calculating the volume of sales
split by quartile and adding an assumed level of future development.

Based on the assumption that need will be met over a ten year period the annual
need is then calculated by subtracting the annual supply from the annual need.

5.2 Market Housing Calculation Inputs

The following section details the analysis performed to evidence each of the four
components of need and demand for market housing.
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5.2.1 Housing in Current Need who CAN Afford

Based on the affordability calculation performed at each housing market area, the
number of households that are in unsuitable housing (i.e. current need) and who
can afford to meet that need within the private housing market in each HMA is as

follows:
Gross Net Local
o .
HMA Area Current Y0 who Current Authority
Need Net can afford Current
. Need
of In-situ Need
East Angus 802 52% 417
North Angus 1,301 56% 729
Angus 2,051
South Angus 1,255 39% 490
West Angus 884 47% 415
| Dindee City 7,055 28% 1,975 1,975
City
Cupar &
North West 41% 646
Fife 1,561
NFO_;th 1,413
e St Andrews &
North East 30% 767
Fife 2,557
Eastern 694 61% 423
Greater Perth 2,553 61% 1,557
P Highland 752 36% 271 3,037
Kinross
Kinross 485 58% 281
Strathearn 814 62% 505
Table 5.1: Households in housing need that can afford to meet that need within the
market.

In order to translate this total backlog figure into a series of annual flows, it has
been assumed that the backlog of current need for market housing will be met over
a 10 year period. Table 5.2 details the annual flow of current housing need by local
authority area.

Dundee . Perth &

Angus City North Fife Kinross
Net Current Need 2,051 1,975 1,413 3,037
Net Annual Current Need 205 198 141 304

Table 5.2: Net Annual Backlog of Current Market Need across TAYplan boundary
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5.2.2 Newly Forming Households who CAN Afford

The annual flow of households who will change status over the course of a year and
form a housing need as a result, comprises new households who enter the housing
system (both through formation and migration into the area); and those whose
circumstances have led them to lose their housing status and therefore become
homeless. For the purposes of assessing market supply, only newly forming
households who can afford market entry prices have been factored into the
modelling exercise. It has been assumed that 100% of all homeless households will
not have the financial ability to purchase even at lower quartile prices.

The numbers of newly forming households that can afford to meet their housing
need within each housing market area are as follows:

New Market
New % who can Households Housing
HMA Area Household Oafford who require [Requirement
Formation Market by Local
Housing Authority
East Angus 200 33% 66
North Angus 81 49% 40
Angus 330
South Angus 264 38% 100
West Angus 295 42% 124
Durjdee Dundee City 1,575 53% 835 835
City
Cupar &
North West 117 41% 49
Fife
quth 106
Fife St Andrews &
North East 192 30% 58
Fife
Eastern 167 43% 72
Greater Perth 770 52% 400
SETEL & Highland 167 16% 27 650
Kinross
Kinross 193 21% 41
Strathearn 176 63% 111

Note: The minor differences between the sum of the HMA Areas and the LA Totals are due to rounding.
Table 5.3: Affordable Housing requirement Associated with New Household
Formation

Therefore, the total new households forming within the TAYPlan area each year
that can afford to purchase in the market is 1,921.

5.2.3 Annual Demand for Market Housing

In calculating the annual demand for market housing there were inconsistencies
between authorities in the primary data evidence available. For example:

e 3% of the total households in Angus had stated in the HNADA survey that they
would either ‘like or need’ to move to market housing. Of those, 93% stated
they would ‘like’ to move while only 7% stated they would ‘need’ to move;

e 5% of similar households in Perth and Kinross stated they would either ‘like or
expect’ to move;
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e 9% of the total households in Dundee stated they were “planning to move”;
and

e the only data available for North Fife was from the 2004 HNADA survey, which
reflects an entirely different economic landscape.

In order to develop a degree of consistency across all four areas a two stage
approach was developed. Firstly to establish what percentage of households would
like or need to move, a benchmarking exercise was carried out comparing the
results of the Angus study with two other recent HNADA studies in Scotland:

Area % of Total % That Would % That Need
Households Like to Move to Move
Angus 3% 93% 7%
Authority ‘A’ 3% 80% 20%
Authority ‘B’ 3% 85% 15%

Table 5.4: Benchmarking of “Like” and “Need” to Move

There was an inconsistency between the benchmarking and Angus results of 3%
and for those of Perth & Kinross at 5%. Furthermore, like or need to move was not
considered the best estimate of households most likely to move given that this
survey derivative was likely to include a strong aspirational element that may not
transform into effective demand for market housing.

Therefore a second level of analysis was carried out using the source data from the
2009 HNADA surveys in Angus and Perth & Kinross, which established the
percentage of households “very likely to move” over the next year at 1.85%. Given
the inconsistencies associated with the other data-sources, it was decided to use
the 1.85% figure to calculate internal demand across the household populous in
each HMA.

Therefore the level of internal demand has been calculated as:

Area Number | Area Number
Angus East 266 North Fife Cupar & North 229
West
North 240 St Andrews & 376
North East
South 250 Total 605
West 238 Perth & Eastern 168
Kinross
Total 994 Greater Perth 684
Dundee City 1,264 Highland 111
Kinross 91
Strathearn 168
Total 1,222
TAYPlan TOTAL 4,085
Table 5.5: Level of Internal Demand
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It should be noted that at the peak of the housing market in 2007, 3% of local households
purchased property in the area. Consideration could be given to running a scenario using a
3% demand factor when there is some evidence of market recovery.

5.2.4 Annual Demand from In-migrants

Based on an analysis of Sasines for 2007 the annual demand generated from
in-migrants is as follows:

Area No. %0 Area No. %0
Angus East 190 33% | North Fife Cupar & 378 59%
North West
North 295 41% St Andrews 308 62%
& North East
South 289 59% Total | 686 | 60%0
West 215 39% | Perth & Eastern 269 56%
Kinross
Total 989 42% Greater 796 35%
Perth
Dundee 1,358 | 39%0 Highland 169 59%
City
Kinross 190 59%
Strathearn 296 57%
Total | 1,720 | 44%0
TAYPlan TOTAL | 4,753 | 4490

Table 5.6: Level of In-migration.

Therefore total annual need and demand for market housing in Year 1 of the 10
year modelling period can be summarised as follows:

Current Need for v
Market Housing — per annum
Newly Arising Need
for Market Housing

= 1,921 per annum

i |

Annual Internal Demand | = 4,084 per annum

|

Annual Inward Migration

= 4,754
(2007 sales) ’ per annum

Total Annual Demand = 11,607

Diagram 5.2: Assessment the Market Housing Demand
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Based on the above analysis the total annual demand per housing market area is:

Area Number | Area Number
Angus East 564 North Fife Cupar & North 720
West
North 648 St Andrews & 819
North East
South 688 Total 1,539
West 618 Perth & Eastern 551
Kinross
Total 2,518 Greater Perth 2,036
Dundee City 3,654 Highland 334
Kinross 350
Strathearn 625
Total 3,896
TAYPlan TOTAL 11,607

Table 5.7: Total Annual Demand by Area

Assessing Market Demand by Quartile

In order to establish need and demand for market housing by quartile it has been
assumed that each household will seek to purchase within the quartile they can
afford. The assumption made is that households will purchase within the quartile
that is 3.5 times their household income. To determine the proportion of
households who could afford to purchase in each quartile CACI Pay-check
household income profiles were benchmarked to quartile house prices within each
HMA.

CACI Pay-check data relates to the income profile of households currently residing
in each HMA. As data on the incomes of in-migrant households was not available; it
was assumed that the in-migrant household income profile was the same as that of
the resident population. However, it should be considered that in-migrant
households may tend to purchase at the upper end of the market. In addition, with
the exception of the Bramley wealth adjustment, no assumptions have been made
regarding the level of equity that households will bring to a purchase. In order to
address these two issues further analysis and potential future research may be
required. Given the above limitations the annual demand by quartile for each area
is:

Area Quartile 1 Quartile 2 Quartile 3-4

Angus 1,009 842 667

Dundee City 1,691 1,203 760

Fife 712 466 361

Perth & Kinross 2,297 924 674
TAYPlan 5,709 3,435 2,462

Table 5.8: Demand by Quartile

Final Report November 2009 34



Housing Need & Demand Assessment

TAYplan Strategic Development Planning Authority TAYp | an

54

5.5

Market Housing Supply

5.4.1 Turnover by Quartile (2007)

The volumes of sales in each quartile of the TAYplan housing market are based on
the level of transactions in 2007 and are as follows:

Area Quartile 1 Quartile 2 Quartile 3-4
Angus 595 582 1,173
Dundee City 895 846 1,740
Fife 284 284 568
Perth & Kinross 976 973 1,926
TAYPlan 2,750 2,685 5,407

Table 5.9: Turnover by Quartile

The minor variation in numbers between quartiles is accounted for by there being
transactions of equal value around the quartile point and thus included within the
appropriate quartile. Therefore, the annual supply of market properties for the
TAYPlan area is just below 3,000 per quartile giving a total annual supply of 11,886
properties.

To take account of current market conditions the projection of supply by quartile
has assumed that there has been a reduction in supply from 2007 to 2009 of 33%o,
and that the current level of supply will remain around the present level until 2011.
At this point, there will an annual increase in supply of 6% until supply levels again
reach 2007 levels of activity around 2019. While it is recognised that the level of
new build development has dropped substantially more than 33% over the last two
years the evidence suggests that, taking account of both new build and re-sales, a
33% reduction in supply is considered reasonable.

Value by Quartile

There is a significant variance in quartile prices between local authorities and
between HMAs within local authorities. Table 5.10 illustrates this range of values.

The lowest quartile one & two prices are to be found in the North Angus HMA at
£79,063 and £112,000 respectively, while the highest are to be found in the Perth
& Kinross Highland HMA, £145,000 and £204,000 respectively. There is also a
significant difference in quartile one prices within administrative boundaries with
South Angus HMA being almost £46,000 less than the North Angus HMA and
Eastern Perth & Kinross HMA being £47,000 less than in the Highland Perth &
Kinross HMA.
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HMA Area | Quartile 1 | Quartile 2 | Quartile 3 | Quartile 4
East Angus £82,000 £113,395 | £165,000 | £550,000
North Angus | £79,063 £112,000 | £177,875 | £620,000
Angus Angus | £125,000 | £160,000 | £199,999 | £600,000
West Angus £93,625 £125,865 | £182,000 | £657,777
D‘éri‘tdyee Dundee City £82,295 £125563 | £191,935 | £685,285
North Cupar &Morth | £113,933 | £155,000 | £210,000 | £1,200,000
Fife. | standrews& | £135 000 | £185,000 | £250,000 | £1,260,000
Eastern £98,000 £150,000 | £209,950 | £1,355,000
Greater Perth £105,000 £145,000 £202,998 £2,625,000
Sl Highland £145,000 | £204,000 | £277,725 | £1,320,000
Kinross
Kinross £133,300 | £198,750 | £301,496 | £755,000
Strathearn £118,250 | £180,000 | £245,000 | £3,500,000

Table 5.10: Value by Quartile per HMA based on 2007 sales values

5.6

The Requirement for Market Housing

By subtracting the annual supply from the annual demand the net shortfall or
surplus is derived. These shortfalls or surpluses have been calculated on an annual
basis and the results presented as for 2009, 2013 and 2018.

5.6.1 Quartile 1: Shortfalls/Surpluses

The lower quartile is considered to be the market entry for most households and
there is a significant shortfall of properties within this price band across all four
local authority areas.

Quartile 1: Annual Need by LA Area
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Graph 5.1: Shortfall of Properties in Quartile 1 by LA Area at 5 Year Intervals

In all four areas the trend is that the annual shortfall reduces over time with Angus
reducing from -610 in 2009 to -410 in 2018, Dundee City reducing from -1,092 in

Final Report November 2009 36



TAYplan Strategic Development Planning Authority TAYp an
Housing Need & Demand Assessment :

B i
The

anning Authority
h Fife

for Hon

2009 to -790 in 2018, Perth & Kinross reducing from -1,643 in 2009 to -1,314 in
2018 and in Fife from -522 in 2009 to -426 in 2018. These reductions are driven by
assumptions made in relation to market recovery where demand will be
incrementally increased between years 4-10 of the projections period.

Total shortfalls in year 1 amount to -3,867 units across the TAYplan area. In year
five, shortfalls reduce marginally (by 6%) to -3,639 and then by a further 24% to
-2,939 by year 10.

5.6.2 Quartile 2: Shortfalls/Surpluses

For Quartile 2 lower levels of unmet need are identified than is the case for Quartile
1. However, the trend over time also sees a reduction in annual shortfalls in all
areas.

Quartile 2 : Annual Need by LA Area
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Graph 5.2: Shortfall/Surplus of Properties in Quartile 2 by LA Area at 5 Year
Intervals

In Angus the annual need is reducing from -452 in 2009 to - 256 in 2018, Dundee
City reducing from - 637 in 2009 to — 351 in 2018, Perth & Kinross reducing from
-273 in 2009 to a surplus in 2018 of 56 and in North Fife from -275 in 2009 to -180
in 2018.

In total, year 1 quartile 2 shortfalls across TAYplan amount to -1,637 units. By year
five, this annual shortfall diminishes by 14% to -1,414 and then reduces by a
further 48% to -731 in year 10.

5.6.3 Quartile 3 & 4: Shortfalls/Surpluses

In all areas the evidence suggests that there are surpluses of the higher priced
properties and that this overall surplus increases over time.

In year 1, surpluses of housing in quartiles 3 & 4 of the market are evident in each
local authority area, amounting to 1,161 units more than required. This overall
shortfall grows in the first five years of the analysis by 39% to 1,609, and by a
further 86% to 2,985 units by year 10.
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Graph 5.3: Surplus of Properties in Quartiles 3 & 4 by LA Area at 5 Year Intervals

For quartiles 3&4 the annual surplus in Angus rises from 119 in 2009 to 515 in
2018, Dundee City from 406 in 2009 to 993 in 2018, Perth & Kinross from 616 in
2009 to 1,266 in 2018 and for North Fife from 20 in 2009 to 211 in 2018.

While there is a projected over supply of the upper range properties it is noted that
overall the unmet need and demand for market housing throughout the TAYplan
area is high, with a cumulative overall shortfall of -8,472 units distributed across all
four quartiles across the 10 year projection period.

The detailed model for the market calculation provides more detail on this analysis
and can be accessed by clicking here.

Sensitivity Analysis

A sensitivity analysis has been carried to test the potential range of the
requirement for market housing. This analysis has been based on the same
assumptions that were used for the affordable housing sensitivity analysis.
However, in addition to these assumptions it has been assumed that there is an
increase in locally generated demand from 1.83% of total households (result from
the survey) to 3% (the households from the local area that actually moved within
the area in 2007). The change to this assumption has proved to be a significant
driver in increasing the demand for market housing.

Quartile 1: Annual Need by LA Area
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Graph 5.4: Sensitivity Analysis Surplus of Properties in Quartiles 1 by LA Area at 5
Year Intervals
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As a consequence annual demand for quartile 1 properties has increased in all four
local authority areas for each year of the projection. Therefore by 2018, unmet
need for market housing in Angus rises from -410 to -628, Dundee from -790 to -
1,107, Perth & Kinross from -1,314 to -1,644 and North Fife from -426 to -573
units.

Quartile 2 : Annual Need by LA Area
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Graph 5.5: Sensitivity Analysis Surplus of Properties in Quartiles 2 by LA Area at 5
Year Intervals

Furthermore, the annual unmet requirements for quartile 2 properties have
increased in all four local authority areas for each year of the projection. Therefore
by 2018 the shortfall in Angus rises from -256 to -438, in Dundee from -351 to -
577, in Perth & Kinross from a surplus of 56 to a shortfall of -80; and in North Fife
from -180 to -274 units.
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Graph 5.6: Sensitivity Analysis Surplus of Properties in Quartiles 3 & 4 by LA Area
at 5 Year Intervals

Also the projected annual over supply in quartile 3 & 4 units has decreased in all
four local authority areas for each year of the projection. Therefore by 2018 the
surplus is projected in Angus to decrease from 515 to 370 units, Dundee from 993
units to 851 units, Perth & Kinross from 1,266 to 1,165 units and North Fife from
211 to 140 units.

The overall unmet need and demand for market housing in TAYplan across the 10
year projection period increases from 8,472 units to 14,807 units.
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5.9

Meeting the Demand for Market Housing

There are two characteristics to the demand for market housing that require further
examination. Firstly, the evident surplus supply of higher priced properties and
secondly, the high level of demand for the lower quartile properties.

There are two factors that influence the market for higher value properties, firstly
the tendency for purchasers in this price range to have a higher than average level
of equity available to them at the point of purchase. Secondly there is evidence
that there is a higher level of in-migration associated with higher value properties
which is particularly evident in high status areas such a Gleneagles and St
Andrews.

The time and resources available for this study did not allow for a detailed analysis
and quantification of these issues.

Meeting the demand for lower value properties can be delivered through a range of
strategies which may include examining the role of the private rented sector and
various forms of intermediate market interventions.

Meeting the Study Objectives
Core Output 7 -Estimate of future households requiring market housing

In projecting the requirement for market housing it has been assumed that the
annual level of combined new build and second hand sales will decline by 33% from
2007 to 2009 and it will take until 2018 for this volume of market housing sales to
recover. This has the effect of depressing total housing supply by 21,995 dwellings
over the ten years projection period to 2018.

Over the same period the total cumulative shortfall for market housing is 29,646
dwellings. This shortfall is based on an estimated ‘effective’ demand figure which
focuses on those very likely to move (1.85% of the total household populous).
However, if the volume of demand generated across the TAYplan area was to be
maintained at 2007 market activity levels (3% of households) this shortfall has the
capacity to increase to 50,761 dwellings.

Therefore, by 2018, the number of future households requiring market housing could
be estimated as within a range between 29,646 and 50,761. However, it should be
noted that the sensitivity analysis on which the 50,761 figure is based assumes that
this increase in demand is from indigenous residents within the TAYplan area, which wiill
in turn release a further supply of 21,115 dwellings over the period from 2009 and
2018.

Given that 44% of these properties are likely to be purchased by migrant households
the net increase in supply available to meet the internally generated demand will be
11,824 (and not 21,115). Therefore the range of cumulative demand by 2018 will be in
the region of 29,646 — 38,937 households (i.e. 50,761 households net of 11,824 units
available to address this need).

In order to estimate the additional requirement for market housing, two factors require
to be considered. Firstly, how much of the suppressed supply of resale properties will
be available to meet demand and secondly, how a recovery in new build development
will contribute to the supply.

Assuming that there is a latent supply of 21,115 properties in the market as a result in
the drop of market sales activity (which will include average new build supply over the
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past five years), the range for additional new build requirement within the TAYplan area
will be between 8,531 (29,646-21,115) and 17,822 (38,937-21,115).

Core Output 8 - Estimate of total future households requiring either
affordable or market housing

The total future requirement for affordable housing by 2018 for the TAYplan area can
reasonably be expressed as in the range 11,915 to 18,055. However, it should be noted
that this does not translate into a new build requirement for this number of properties.
New build should be one of a range of interventions forming an overall strategy for the
effective provision of a wide range of affordable housing options.

For market housing and assuming that there is a latent supply of 21,115 properties in
the market (which will include the average new build supply over the past five years),
the range for additional new build requirement within the TAYplan area will be between
8,531 (29,646-21,115) and 17,822 (38,937-21,115).

Housing Land Requirement

SPP3 and related supplementary guidance requires that there is a calculation of the
housing land requirement for a period of twelve years from the start the plan.
Therefore this land requirement projection should be to 2024. However, the HNADA
projections are until 2018 six years short of the plan period. However, the
calculation models developed as a result of this research commission have been
extended to enable various scenarios to be tested across the full SDP projection
period.

Given the assumptions used within the HNADA calculations, a clear starting point
for defining the land requirement associated with the levels of unmet need
identified in this research, would involve an assessment of:

Land
Known requirement
current land for assumed

bank level of new
build within
model

Diagram 5.3: Process for Defining Baseline Land Requirements
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The Strategic Development Planning Authority
for Dundee, Perth, Angus and North Fife

KEY ISSUES AND CONCLUSIONS

Imbalances in the supply of affordable and market housing has been assessed
across the TAYplan area, making full use of all HNADA evidence available in the
most consistent manner achievable across each local authority area. This analysis
has assessed the sufficiency of housing supply both in relation to the affordable
housing stock and in relation to the private housing market.

This analysis has been prepared at various spatial levels including the TAYplan
boundary, each local authority administrative boundary and the functional housing
market area boundaries that nest into each administrative area. The parameters of
this spatial analysis are outlined in Map 6.1 below.
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Map 6.1: Local Authority & In—ibusi-ﬁg Ma
Affordable Housing Need

As demonstrated in graph 6.1 below, the total cumulative shortfall in affordable
housing across the TAYplan boundary is -18,055 units by 2018. This cumulative
shortfall is most concentrated in Perth & Kinross which accounts for 50% of unmet
need over the period, followed by Angus (25%) and North Fife (24%). Dundee City
accounts for just 1% of the cumulative shortfall over 10 years.
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Cumulative Need by LA Area
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Graph 6.1: Cumulative Shortfall of Affordable Housing at 5 Year Intervals

A sensitivity analysis was then carried out to provide a range for the potential
requirement for affordable housing. The results of this analysis indicated that the total
future requirement for affordable housing by 2018 for the TAYplan area can reasonably
be expressed as in the range 11,915 to 18,055.

However, it should be noted that this does not translate into a new build requirement
for this number of properties. New build should be one of a range of interventions
forming an overall strategy for the effective provision of a wide range of affordable
housing options. Stakeholder consultation on the findings of this study stimulated the
suggestion of a number of strategic actions that should be implemented to meet the
requirement for affordable housing by other means, such as:

e tackling private sector disrepair;

e using assistive technology to promote independence in older people;
e tackling and preventing homelessness;

¢ making better use of the current affordable and private stock;

e developing flexible tenure options; and

e maximising the impact of the private rented sector.

In summary, the demand for affordable housing identified from the above analysis
is not the requirement for new affordable housing. While new affordable housing
development is a key component of any strategy it should be one of a range of
interventions utilised to meet the demand. Therefore, when defining the
requirement other strategies should be taken into consideration to respond to the
extent and nature of need identified in Sections 4.2 and 4.3 of this report.

Through the development of Local Housing Strategies (LHS), local authorities will
identify, appraise and programme a number of interventions and actions to meet
the extent of unmet need for affordable housing identified. Each Council will
prepare an LHS action plan, quantify the likely impact of each intervention and set
targets for each projected impact. Building on this action plan a strategy for
meeting housing need can be developed, supply targets will be defined and the role
for the development industry defined.

Market Housing Requirement

Analysis of the unmet requirement for market housing across TAYplan would
suggest a clear imbalance between an undersupply of dwellings in the lower to
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median quartiles and an oversupply of dwellings from the median point upwards.
There are clear shortfalls in lower quartile housing supply amounting to -3,867
units across the TAYplan area in 2009 (year 1). By year five, shortfalls reduce
marginally (by -6%) to -3,639 and then by a further 24% to -2,939 by year 10.

The trend is evident in all four local authority areas that the annual lower quartile
shortfalls of market housing reduce over time; with Angus reducing from -610 in
2009 to -410 in 2018, Dundee City reducing from -1,092 in 2009 to -790 in 2018,
Perth & Kinross reducing from -1,643 in 2009 to -1,314 in 2018 and in Fife from
-522 in 2009 to -426 in 2018. These reductions are driven by assumptions which
reflect future housing market recovery and an increase in the volume of sales over
time and the current lending crisis dissipates.

The same pattern is true of quartile 2 shortfalls in market units, amounting to
-1,637 units across TAYplan in 2009 (year 1). By year five, this annual shortfall
diminishes by 14% to -1,414 and then reduces by a further 48% to -731 in year
10.

However, for the higher value properties in quartiles 3&4 there is a surplus in all
areas and that surplus rises over time. For example, in Angus rises from 119 in
2009 to 515 in 2018, Dundee City from 406 in 2009 to 993 in 2018, Perth &
Kinross from 616 in 2009 to 1,266 in 2018 and for North Fife from 20 in 2009 to
211 in 2018.

There are two factors that influence the market for higher value properties, firstly
the tendency for purchasers in this price range to have a higher than average level
of equity available to them at the point of purchase. Secondly there is evidence
that there is a higher level of in-migration associated with higher value properties
which is particularly evident in high status areas such a Gleneagles and St
Andrews.

The time and resources available for this study did not allow for a detailed analysis
and quantification of these issues.

Meeting the demand for lower value properties can be delivered through a range of
strategies which may include examining the role of the private rented sector and
various forms of intermediate market interventions.

A sensitivity analysis was then carried out to provide a range for the potential
demand for market housing. The results of this analysis indicated that, for market
housing, and assuming that there is a latent supply of 21,115 properties in the
market (which will include the average new build supply over the past five years),
the range for the additional new build requirement within the TAYplan area will be
between 8,531 (29,646-21,115) and 17,822 (38,937-21,115).

Issues
There are five key issues arising from this research study:

1. The geographical boundaries for market housing areas and affordable housing
market areas are likely to be different;

2. There is a significant difference in the level of unmet need for affordable
housing over the TAYplan area with a relatively balanced projected supply of
housing achieved in Dundee City; whilst Perth & Kinross accounts for a
substantial and increasing level of affordable housing shortfall (in fact, over
50% of the total TAYplan unmet requirement for affordable housing);
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3. It is very unlikely that the demand for affordable housing in Perth & Kinross,
Fife and Angus will be met by potential supply within the City of Dundee;

4. The annual demand for lower value market properties is significant across all
areas but is projected to reduce over time while the analysis indicates that
there is an annual surplus of higher value properties. Having said this, the
apparent oversupply in housing at the upper end of the market is likely to be
satisfied to some extent by the purchasing power of in-migrant households.
There is no compelling evidence however, of a need to increase supply at this
point of the TAYplan housing market, albeit variations are evident at functional
housing market area level; and

5. The current market conditions have created a downturn in the supply of market
properties. While it has been assumed that the market will return to 2007
levels by 2018, how this will happen and the projected balance between new
build and re-sales remains uncertain.
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