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1.0 Introduction
1.1 This report has been prepared by Nathaniel Lichfield & Partners on behalf of the Home Builders Federation, Barratt Homes, Bovis Homes, Persimmon Homes, Redrow Homes and Taylor Wimpey in order to identify the objectively assessed housing requirement for Monmouthshire County Council over the forthcoming Local Development Plan (LDP) period, between 2011 and 2021.

1.2 It is intended to inform the LDP which is currently under preparation. The key objectives of the LDP are to create more inclusive, prosperous and vibrant communities; support a thriving and diverse economy; and, deliver a level of housing that is sufficient to provide a wide ranging choice for existing and future residents.

HEaDROOM
1.3 In undertaking this assessment, NLP has employed its HEaDROOM framework, an analytical tool which is used for defining the quantum of housing that should be planned for through Local Development Plans. 
1.4 HEaDROOM provides the basis for assembling and presenting evidence on local housing requirements in a transparent manner and makes use of the industry-leading PopGroup suite of software which was developed by the Local Government Association and is directly used by over 70 local authorities in the UK and by the Department for Communities and Local Government and the Welsh Government. This provides a robust and transparent means by which the housing implications associated with a range of inputs can be tested.
1.5 HEaDROOM provides a mechanism by which key challenges can be understood and competing objectives assessed. It offers an understanding of the role of housing in ensuring that the future population of a locality can be accommodated in a manner that respects environmental limitations and strategic aspirations, but which also recognises the extent to which housing plays a crucial role in securing the economic well-being of the local area. In so doing, it has the capacity to provide the detailed evidence that is required to inform sound planning decisions, based upon an appreciation of the (potentially competing) policy requirements and the local nature of the relevant area.
1.6 The key variables that should be tested as part of the process of assessing future housing need are summarised below:
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1.7 By flexing each of these inputs in turn, it is possible to develop a range of alternative scenarios which will have a range of implications in terms of the future housing requirements. The strengths and weaknesses of data and conclusions for each assessment basis can then be considered and balanced in order to achieve a much narrower range of housing numbers targets.
Housing Need

1.8 Planning Policy Wales (PPW) provides a policy vehicle for the delivery of the Assembly Government’s objective of providing more housing of the right type and offering more choice.  It requires local authorities to develop evidence-based policies in their development plans and ensure that these are based upon an up-to-date assessment of the full range of housing requirements across the plan area over the plan period.
1.9 PPW goes on to state that “the latest Assembly Government local authority level Household Projections for Wales should form the starting point for assessing housing requirements”. However it also recognises that “local planning authorities should consider the appropriateness of the projections for their area” and that “where local planning authorities seek to deviate from the Assembly Government projections, they must justify their own preferred policy-based projections by explaining the rationale behind them” in relation to (inter alia):
1 The Wales Spatial Plan;
2 Local housing strategies;
3 Community strategies;
4 Local housing requirements;
5 The needs of the local and national economy;

6 Social considerations (including unmet need);

7 The capacity of the area in terms of social, environmental and cultural factors to accommodate more housing;

8 The environmental implications; and,

9 The capacity of existing or planned infrastructure.

1.10 Although PPW does recognise how some supply-side matters might be taken into account when seeking to identify local housing requirements, it is important to distinguish housing requirements and housing supply as two distinct elements of the process of planning for future residential development, as follows:

1 Housing requirements: how many houses are needed in a local area?

2 Housing supply: how / where can these houses be delivered?

1.11 Housing requirements and supply could be summarised as each involving the following considerations.



1.12 Whilst housing requirements will clearly impact upon supply-side considerations (i.e. by determining the number of houses that need to be provide for), it would not ordinarily be appropriate for land supply matters to determine the housing requirement for a particular area.
2.0 Scenario Assumptions and Approach

2.1 Based on past trends and the baseline housing, economic and demographic context of Monmouthshire, NLP has identified a number of scenarios which reflect potential future growth.  These have been identified to reflect what has occurred previously, as well as what might happen in the future given the range of factors which affect population and household growth.  The implications of the different scenarios can be identified and addressed in order to better understand future housing requirements.

2.2 We explain the rationale behind each scenario below and set out the results of our modelling process in the next chapter.

Demographic led scenarios

Scenario A: 2008-based population projection (Baseline) 

2.3 This baseline scenario draws upon the latest 2008-based Welsh Government (WG) population and household projections. It considers the implications of a continuation of fertility, mortality and migration trends, together with household formation and occupancy rates that were experienced over the 5 years to 2008. An allowance for second homes and vacancies has enabled the translation of household projections to a dwelling requirement. This scenario represents a potential future scenario based upon most up-to-date inputs and assumptions for Monmouthshire. However, it is draws upon data from a relatively short period of time and takes no account of the future impact of national or local policies.
Scenario B: Census  

2.4 In addition to the baseline scenario, it is helpful also to consider the implications of the initial tranche of Census results. The preliminary Census data, which was published in July 2012, is very limited and only provides a breakdown of Monmouthshire’s population in 2011 by five year age cohorts. No Census 2011 data is currently available in relation to migration or natural change. This scenario considers the impact of constraining the 2011 population to the figures contained within the Census results and then applying fertility, mortality and migration rates from the Welsh Government 2008-based projections. Household and dwelling rates are applied in the same was as for the Baseline scenario.
Economic led scenarios 

2.5 Housing and employment are inextricably linked and need to be synergetic. An imbalance between them can act to constrain economic growth and regeneration or create unsustainable commuting patterns. 

2.6 The job-led scenarios serve to help understand the demographic and housing implications of a given change in the number of local jobs, taking account of assumptions regarding economic activity, unemployment and commuting. This will help to understand the balance which needs to be struck between housing and employment provision. 

2.7 The Council’s evidence has identified two alternative employment figures: 1,700 and 2,800 over the 10 year Plan period:

1 The 1,700 job figure comes from (now outdated) economic forecasting (2008) for the period from 2006 to 2026; and,

2 The 2,800 figure comes from applying the historic job growth between 1998 and 2008 without any reference to market realities or the ways in which this scale of growth might be acheieved. 
2.8 In addition zero job growth has been tested to understand the implications of economic stagnation.
2.9 In order to demonstrate the sensitivity of housing requirments to changes in the economy and understand the implications of the identfied employment figures, we have tested the population and housing implicaitons associated with each of these levels of economic growth (Scenarios C – E).
3.0 Results of HEaDROOM Analysis

3.1 The results of the HEaDROOM analysis can be compared with the proposed housing delivery set out within the Monmouthshire LDP Focused Changes Document (October 2012). This identified a requirement of 4,000 dwellings between 2011 and 2021, based on the application of Welsh Government household projections, less an allowance for the part of Monmouthshire that falls within the Brecon Beacons National Park.
HEaDROOM Outputs

3.2 The analysis is summarised in the table below, which indicate that there is a potential housing demand in Monmouthshire of between 4,100 (410 dwellings per year) under the baseline scenario (A) to 8,300 dwellings (830 per annum) under the economic growth scenario (D) between 2011 and 2021. 
Table 3.1 
Summary of Demographic and Economic Scenarios over period 2011-2021
	
	Demographic Led
	Economic Led

	
	Scenario A: Baseline
	Scenario B: Census
	Scenario C: 1,700 Jobs
	Scenario D: 2,800 Jobs
	Scenario E: 0 Jobs

	Pop Change, 2011-21
	3,050
	3,550
	9,850
	12,000
	6,500

	Of which Natural Change
	-650
	-150
	-50
	100
	-400

	Of which Migration
	3,700
	3,700
	9,900
	11,900
	6,900

	Dwelling Change, 2011-21
	4,100
	4,700
	7,400
	8,300
	5,900

	Dwellings p.a.
	410
	470
	740
	830
	590

	Employment Change
	-1,800
	-1,500
	1,700
	2,800
	0

	Employment p.a.
	-180
	-150
	170
	280
	0


 Source:
NLP Analysis of PopGroup Outputs

3.3 As shown above, the dwelling requirement associated with each of these scenarios exceeds the level proposed by Monmouthshire’s LDP Focused Changes Document. However, the demographic-led scenarios would result in a reduction in employment over the Plan period, contrary to the aims and objectives of the LDP. By implication, the housing figure contained in the Focused Changes Document will result in an even more substantial imbalance between the stated aspiration for employment growth and actual delivery.
Figure 3.1 
Summary of Demographic and Economic Scenarios over period 2011-2021
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Review of Scenarios

3.4 PPW seeks to “provide more housing of the right type” and in so doing, it emphasises the need for local planning authorities to ensure their Local Development Plan meets the full, objectively assessed needs for housing in the area. The forward-looking analysis set out above provides the basis by which this objective might be met. By reviewing the implications of each scenario, it is possible to identify which is best able to reflect Monmouthshire’s future housing need.

Demographic Scenarios

3.5 The two demographic scenarios reflect the same approach in modelling the implications of past natural change and migration trends. Of these, changing migration levels tends to have the greatest direct impact upon future dwelling requirements. 

3.6 When considering trend-based scenarios, it is important to understand how these will project forwards a continuation of previous circumstances. For example, a legacy of limited housing delivery or a failure to attract employment growth is likely to have impacted upon net migration. In turn, this would affect future housing projections. Crucially, these scenarios are policy-neutral scenarios and do not consider the implications of specific objectives (for example, relating to economic growth).

3.7 Both of the demographic scenarios would result in a reduction in the number of working age people (Scenario A: -5%; Scenario B: -4%). The implication of this would be that the level of house building associated with these scenarios would result in a substantial reduction in the number of jobs that could be supported by the local economy. This is shown over the Plan period in the Baseline and Census scenarios as a decrease in jobs of 1,800 and 1,500 jobs respectively. By implication, the housing requirement of 4,000 dwellings would result in an even greater level of employment loss (-2,100 jobs).
3.8 By contrast, both scenarios would result in an increase in the number of retired people within Monmouthshire (Scenario A: 28%; Scenario B: 21%). This combination of a loss of working age people and increase in the number of retired people would create a potential economic “time bomb” in terms of greater demands upon public services but fewer people to provide these services and less taxation income to fund them. 
3.9 The Baseline and Census scenarios both indicate a housing requirement above that of the Monmouthshire County Council’s LDP Focused (4,100 and 4,700 dwellings respectively); neither would support economic growth and so adoption of these scenarios would not accord with the LDP vision and the Plan’s economic aspirations for Monmouthshire.
3.10 Although the Census Scenario should be considered in the context of potential methodological weaknesses, it is helpful in highlighting the overall direction of travel as a result of the initial tranche of Census data and, importantly, points towards an upward pressure on population levels as a result of the application of this latest data. As such, it serves to further indicate that that housing requirement contained within the Deposit Draft LDP is inadequate, not just in economic terms but also in respect of the latest demographic evidence.
Economic Scenario
3.11 In the light of the matters detailed above, the housing requirement figure for Monmouthshire should not solely rely on demographic data but should be more visionary given the economic aspirations for the area. 

3.12 Recognising the importance of achieving a balanced strategy that is internally consistent and therefore seeks to balance future housing and employment growth, it is evident that the objectively assessed housing requirement should be based both on demographic and economic considerations.

3.13 A more balanced population increase will help facilitate and avoid the loss of younger people and increase in older persons in the future. Stemming the outflow of working age persons and achieving a balanced community will ensure the area might avoid the economic time-bomb that it is currently facing.

3.14 The importance of selecting the correct future housing requirement figure is to ensure balanced growth in-line with the economic potential of an area. To achieve balanced and well-distributed growth, economic policies must align with policies seeking the future development of houses in the area. Policies must therefore ensure that they are pulling in the same direction to achieve the desired outcomes. 

3.15 Providing good ‘social’ foundations for an area, i.e. the correct type and amount of housing will help to deliver economic growth. In order to test the relationship between employment and housing growth, three employment-led scenarios have been applied. This applies the growth figures that informed the Council’s evidence base 1,700 and 2,800 jobs as well as the consideration of the implications of economic stagnation (zero job growth).
3.16 The zero growth scenario is helpful in further demonstrating how the demographic scenarios and the proposed housing delivery contained within the Council’s LDP focused changes document fail to provide sufficient housing to ensure an appropriately aligned strategy. Given the scale of the dwelling requirement that is necessary to meet these aspirational employment figures, the zero job growth scenario is helping in demonstrating how many houses are required to ensure that there are no future job losses. By implication, any target below the 5,900 dwellings associated with this scenario would be detrimental to the well-being of the local economy.

3.17 By contrast Scenario C (1,700 jobs) and D (2,800 jobs) anticipate the delivery of 7,400 and 8,300 dwellings respectively between 2011 and 2021. As with the other scenarios, these figures have taken into account assumptions regarding economic activity (taking account of changes to the statutory pension age), unemployment (gradually falling to 4.4% (the average figure experienced between 2004 and 2012)) and commuting (the ratio of the number of economically active persons to jobs holding steady at 1.06 - implying net out-commuting). However, these figures do not take account of the backlog in housing completions that built up between 2006 and 2011. 
3.18 All three economic scenarios can be understood in terms of:
1 The expectation of continued out-commuting, e.g. to Newport, Cardiff and Bristol in particular. The provision of new jobs and houses in Monmouthshire is unlikely to address this substantially. 

2 An ageing population which means that:
i there will be a greater reliance upon in-migrants, rather than just local people, to fill the new jobs; and,
ii there will be a need for in-migrants to fill existing jobs that will become vacant over time as people retire.
3.19 As set out above, Scenarios C and D can be further understood in the context of ambitious (and very different) employment growth aspirations, such that they result in a housing requirement which is 85% and 110% (respectively) above that contained within the Deposit Draft LDP. The deliverability of this level of housing may need to be considered in further detail.
4.0 Conclusion

4.1 This HEaDROOM analysis demonstrates that the level of housing growth that is proposed in Monmouthshire County Council’s Focused Changes Document (October 2012) is inadequate to meet household growth and other strategic and economic objectives. If implemented, it would result in a Local Development Plan that is internally inconsistent and that fails to reflect the requirements contained within the PPW.

4.2 Based on the objective of achieving alignment between jobs and housing, the dwelling requirement equates to between 7,400 and 8,300 units over the Plan period. However, recognising potential difficulties in achieving this level of growth, the evidence further underlines:
1 The importance of ensuring that employment projections are up-to-date and reliable, and that they are realistic in the context of the local area. Any overly ambitious employment targets may result in unachievable housing requirements; and,

2 The need to avoid any risk of providing a level of housing provision that will result in a future loss of working age population and local employment.

4.3 In the light of this, a housing requirement of at least 5,900 units over the LDP period would be more readily achievable whilst also ensuring the decline in employment growth is stemmed as much as possible.
4.4 The draft LDP fails to meet the Welsh Government’s housing requirements for Monmouthshire and the level of provision derived from this trend-based approach would significantly undermine job creation and employment well-being.
4.5 PPW clearly recognises that local housing requirements may deviate from the official projections, so long as there is a clear justification for this approach. Taking account of the criteria set out in paragraphs 9.2.1 and 9.2.2 of PPW, the rationale for the proposed deviation to a housing requirement of at least 5,900 dwellings is set out below:
1 The Wales Spatial Plan (Update 2008): Monmouthshire is located within the important ‘South East Wales Capital Region’. Central to the objectives for this area is the encouragement and delivery of economic growth. The provision of a level of housing in Monmouthshire that undermines economic growth would be counter to this WSP priority. 
2 Welsh Government latest household projections: The Baseline scenario reflects the latest Welsh Government projections. However, this does not take account of specific policy objectives or initiatives, either at a Welsh or a local authority level and fails to take full account of future economic factors. Crucially, it would result in the loss of jobs which is inconsistent with the LDP vision. The initial tranche of Census data also points towards an upward pressure on population levels which are not considered in these projections. 
3 Local Housing and Community strategies: In the context of the identified social and economic implications of the baseline scenario, it is not considered that the delivery of the level of housing requirement associated with the Welsh Government projections would accord with the provisions of local hosing and community strategies.
4 The needs of the local and national economy: Achieving an alignment between housing and employment growth is important in supporting the well-being of any area. The analysis in this report has shown how demographic scenarios – including the Welsh Government Baseline – fail to pay regard to economic considerations and would undermine the integrity of the LDP by failing to deliver a robust strategy within which the key policy components are adequately aligned. 
5 Social considerations (including unmet need): The Newport, Torfaen and Monmouthshire Housing Market Assessment (draft July 2007, LHMA) provides an assessment of housing need in Newport and indicates there is significant unmet housing need in Newport. Pursuance of an (upward) deviation from the latest Welsh Government projections will help to ensure this existing and emerging affordable housing need is met. 
6 The capacity of an area and environmental implications: It is understood that there is capacity for more than 4,000 dwellings in Monmouthshire and that there are no environmental reasons which means the recommended (upward) deviation cannot be delivered.
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