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EXECUTIVE SUMMARY

This Local Housing Needs Assessment (LHNA) report has been prepared to provide an up-to-date
evidence base on overall housing needs in SW Hertfordshire, the needs for specific types and size
of homes, and the housing needs of specific groups within the population of demand from specific

housing market segments. It forms part of the evidence base for local plans and the Joint Strategic

Plan (JSP) and can inform the determination of planning applications.

The LHNA confirms that South West Hertfordshire represents a functional Housing Market Area
(HMA) but recognises that there also strong housing market relationships to London, and localised
relationships with some other adjoining areas, in particular between St Albans and Welwyn
Hatfield.

Housing Stock and Tenure Dynamics

Housing stock growth in SW Herts has been below average, influenced by strategic development
constraints and a lack of up-to-date local plans in some parts of the area. Over the 2011-21 period,
housing affordability has deteriorated which has contributed to a decline in home ownership from
69% to 66%. The relative size of the social rented sector has also fallen, with private renting being
the key growth sector in the housing market and now accommodating 18% of households — with

particularly strong growth in the sector evident in Watford.

Housing growth has been focused towards flatted accommodation in the sub-region, with 69% of
new-build homes completed being of 1- and 2-bed properties. In Watford 85% of completions have
been of these smaller properties. In the rented sectors, more than 8,000 homes are overcrowded.
However the supply of larger properties is being supported by extensions of homes, such as
through loft conversions which provide additional bedrooms. This will particularly be within owner

occupied homes.

Whilst housing delivery has been improving within SW Herts over time, it has been below what
might be expected for a housing market with high demand characteristics. 21% of homes delivered
over the last 5 years have been of affordable housing, with the highest affordable housing provision
achieved in Dacorum and Watford (27-29%).

Housing Market Dynamics

Median house prices vary within the sub-region from £407,000 in Watford to £625,000 in St Albans
District. Whilst the housing market is cyclical, and house prices may fall short-term, the long-term

trend has been of significant and sustained increases in house prices in SW Herts with prices
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growing on average by £16,000 per year over the last 10 years. This is indicative of a
supply/demand imbalance.

There are particular affordability pressures in SW Herts with the entry-level house prices for first-
time buyers more than 14 times earnings, with the highest in Dacorum. Whilst there may be some
short-term correction in house prices, there are particular barriers for younger buyers in saving
sufficient funds for a deposit; and rising interest rates in the short-term may affect households’

ability to secure and service mortgage finance. This is feeding through into a strong lettings market.

Overall Housing Need

National policies state that the starting point for assessing housing need is the ‘standard method’
set out in Planning Practice Guidance. This takes 2014-based Household Projections as a starting

point and then applies upward adjustments to improve affordability.

The analysis shows that the sub-region has seen sustained and consistent house price inflation;
and house prices are at a level at which there are significant barriers for local households in getting
on the housing ladder. Declining affordability and constrained housing supply have contributed to

declining home ownership and a significant level of overcrowding in rented tenures.

Household growth has been lower than in the 2014-based Projections, with both lower natural
change and net migration to the area, resulting in 7.6% population growth over the 2011-21 decade
compared to 11.0% in the 2014-based projections. However lower change is not a factor which is
specific to SW Hertfordshire: it is seen nationally and is not exceptional in these terms. Lower net
migration correlates closely to housing delivery, with the evidence indicating that this has been
influenced by a lack of up-to-date local plans which provide for objectively assessed housing
needs.

When these factors, and the very significant affordable housing need, are taken into account, the
Assessment does not find that exceptional circumstances exist to justify housing need below the
standard method. Expected job creation locally and infrastructure investment have also been
considered; however the evidence does not suggest that housing need is higher than the standard
method figures.

The standard method figures should therefore be taken forwards as providing an appropriate
assessment of housing need. It is for the plan-making process to balance housing need with
environmental, infrastructure and policy constraints — including Green Belt — drawing together the
housing need with the wider evidence base, to define what level of housing provision should be
planned for. The housing need figures are thus an advisory starting point rather than a housing

requirement or target. The LHMA has principally considered the 2023 standard method figures; but
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the table below also shows the figure for 2024, taking account of the latest affordability ratios

released in March 2024 immediately before the Study’s finalisation.

Table 1.1 Local Housing Need in SW Hertfordshire
Dacorum Hertsmere St Three  Watford SW

Albans @ Rivers Herts
Minimum Local Housing Need 1,017 726 887 637 911
using the Standard Method 4,178
(2023)
Minimum Local Housing Need 1,016 731 885 640 850 4,122
using the Standard Method
(2024)

Affordable Housing Need

The LHNA provides an assessment of the need for affordable housing, including both rented
homes and affordable home ownership. The analysis shows that households in SW Herts generally
need an income of over £40,000 to rent without financial support, and in some areas over £80,000
to buy a home.

Across SW Herts, the assessment shows an annual need for 2,258 rented affordable homes to
2041. 1t shows that of these households, 15% can afford an affordable rent without subsidy, 29%
can afford a social rent on this basis, and 55% need benefit support. It also demonstrates that there
is a case for delivering affordable rented homes at 60% of market values, which would deliver
housing which is genuinely affordable based on local incomes and minimise households’ recourse
to housing benefit. But this needs to be balanced against viability evidence, funding availability and

individual councils’ priorities in setting policies.

In addition, the report identifies an annual need for 1,066 affordable home ownership properties
across SW Herts. Within this there is a need to provide different housing products. Shared
ownership homes are accessible to households with lower savings; whilst the report also shows

potential need for rent-to-buy homes and First Homes/ discounted sale homes.

The evidence indicates that a discount of 30% to market values, and potentially 40% in St Albans
and Three Rivers, would be necessary to make low cost market homes affordable for households
in the study area, based on the income profile locally, but the case for higher discounts needs to be

balanced against scheme viability and the level of affordable housing delivered.
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The evidence however points to a clear and acute need for rented affordable housing for lower
income households, and it is important that a supply of rented affordable housing is maintained to
meet the needs of this group including those to which the authorities have a statutory housing duty.
We recommend that the price cap for First Homes is maintained at the nationally-set level of
£250,000.

Table 1.2 Annual Affordable Housing Need

Rented Affordable Affordable Home Total Affordable

Need Ownership Need Need
Dacorum 494 243 737
Hertsmere 433 156 590
St Albans 449 353 802
Three Rivers 364 163 527
Watford 518 150 668
SW Herts 2,258 1,066 3,324

At a strategic level, Iceni would recommend that 70% of affordable housing should be focused on
rented provision, and 30% intermediate/low cost home ownership. St Albans however has a
notably higher affordable home ownership need which may justify a greater focus on this needs
segment, such as a 60/40 split. In contrast, the evidence would support a higher proportion of
rented affordable homes in Watford than other areas. It is for individual local authorities to set
policies for their own areas having regard to the evidence in this Assessment, relevant national

policies, their own viability evidence and local housing priorities.

Recognising some potential for policies regarding the form of affordable home ownership products
to evolve over time at a national level, there is some case for setting out policies in Local Plans
which support provision of a range of affordable home ownership products — which for instance
allow First Homes to come forward, but would also support delivery of other products including

shared ownership and rent-to-buy.

Sizes and Types of Homes Needed

The LHNA has modelled the sizes and types of homes needed in SW Herts taking account of
demographic changes, the prevalence of overcrowding and under-occupation of homes — whilst
recognising that for market homes in particular some households will want and can afford
additional bedrooms — as well as other factors such as space to work from home and the important

contribution which house extensions are playing to the delivery of larger homes in the HMA.

The LHNA identifies a preferred housing mix, which is set out below, which can be used as a

monitoring tool and in assessing the appropriate mix of homes on larger development sites.
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However site location, area character and the form of development are relevant considerations in

identifying the appropriate mix of market housing on individual development sites.

Table 1.3 Recommended Housing Mix

Market Affordable home Affordable housing (rented)
ownership General needs = Older persons
1-bedroom 5% 20% 20% 50%
2-bedrooms 20% 40% 30% 50%
3-bedrooms 45% 30% 35%
4+-bedrooms 30% 10% 15%

The assessment provides evidence of demand for bungalows but recognises that there can be

practical difficulties in delivering them.

Housing for Older & Disabled People

SW Herts’ population is ageing, with growth of 48,000 people aged 65+ projected to 2041; which
includes growth of 29,000 aged 75+. This is expected to drive growth of over 3,900 people with

dementia and an increase of 9,000 with mobility problems.

The Assessment models an increasing need for specialist housing, driven by these demographic
trends. Based on work with Hertfordshire County Council, it indicates a need for additional market
housing with support; for housing with care, which includes extra care housing; and for nursing

care accommodation.

The need is expressed as a range, with one scenario based on the Housing Learning & Information
Network’s (SHOP@) modelling assumptions; and an Enhanced Extra Care Scenario which aligns
with Hertfordshire County Council’s Strategy to more strongly develop the provision of specialist
housing — particularly for extra care — as an alternative to providing care home bedspaces. In this
latter scenario, the delivery of housing with care units is expected to reduce future needs for
residential care accommodation, in particular older provision in smaller care homes and which does

not meet modern standards.
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Table 1.4 Need Net for Specialist Housing to 2041 — SHOP@ Scenario

Net Need, 2021- 2041 Dacoru = Hertsm St Three | Watford SW
m ere Albans Rivers Herts
Housing Affordable -1,282 -178 116 -281 -287 -1,913
With Market 1,509 1,144 1,253 975 445 5,326
Support Total 227 965 1,369 693 158 3,413
Housing Affordable 233 11 14 109 37 404
with Care Market 413 443 688 473 -203 1,814
Total 646 454 702 582 -166 2,218
Care/Nursin | Nursing 686 133 511 279 66 1,675
g Home Residential 734 280 612 399 201 2,226
Bedspaces Total 413 1,123 678 267 3,901
1,420

Table 1.5 Need Net for Specialist Housing to 2041 — Enhanced Extra Care Scenario

Net Need, 2021 - 2041 Dacoru Hertsm St Three Watford SwW
m ere Albans Rivers Herts
Housing Affordable -874 -146 144 -257 -264 -1,397
With Market 1,671 1,270 1,419 1,084 524 5,968
Support Total 797 1,124 1,563 827 260 4,571
Housing Affordable 337 75 71 157 84 724
with Care Market 737 696 1,019 693 -46 3,099
Total 1,074 771 1,090 850 38 3,823
Care/Nursin  Nursing 686 133 511 279 66 1,675
g Home Residential -229 -434 -260 -204 -257 -1,384
Bedspaces Total 457 -301 251 75 -191 291

In framing policies for the provision of specialist older persons accommodation, the Councils will
need to consider a range of issues. This will include the different use classes of accommodation
(i.e. C2 vs. C3) and requirements for affordable housing contributions (linked to this the viability of
provision). There may also be some practical issues to consider, such as the ability of individual
developments to be mixed market/affordable tenure given the way care and support services are

paid for (through monthly services charges).

In addition, a need is shown for 2,000 — 3,700 dwellings for wheelchair users (meeting technical
standard M4(3). Given the evidence, the Councils could consider (as a start point) requiring all
dwellings (in all tenures) to meet the M4(2) standards and around 5% of homes meeting M4(3) —
wheelchair user dwellings in the market sector (a higher proportion of around a tenth in the
affordable sector). There is local precedent for this within the current Watford Local Plan (2022)
under Policy HO3.10. Where the authority has nomination rights M4(3) would be wheelchair

accessible dwellings (constructed for immediate occupation) and in the market sector they should
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be wheelchair user adaptable dwellings (constructed to be adjustable for occupation by a
wheelchair user). It should however be noted that there will be cases where this may not be
possible (e.g. due to viability or site-specific circumstances) and so any policy should be applied
flexibly.

Specific Market Segments

The evidence indicates that there have been 1,125 registrants on Council Self and Custom-Build
Housing Registers to October 2022. The level of permissions granted in Dacorum, Hertsmere and
Three Rivers is above the minimum required; but there is a shortfall in permissions granted in
Watford and particularly St Albans. Given the development constraints in the sub-region, a range of
the permissions relate to the delivery of replacement dwellings on individual plots. Government
policy and legislation is generally seeking to encourage and support custom and self-build

development and it is appropriate for this therefore to be reflected in new local plan policies.

There is modest student housing demand in SW Herts, which reflects the lack of HE institutions
within the area. Without a critical mass of students, there is not a specific case to support site
allocations for Purpose-Build Student Accommodation, although the Assessment concludes that
this should be kept under review.

However the Assessment does identify an emerging market for Build to Rent. The concentration of
investment in Central Watford to date is consistent with the evidence of its large private rented
sector; but we would expect interest in central locations in the other towns in SW Herts, particularly
close to transport hubs. Iceni would envisage market interest in sites in St Albans, Borehamwood
and Hemel Hempstead, including interest in schemes proposing the repurposing of office
floorspace.

The report concludes that it would be appropriate for Councils to include policies related to build-to-
rent development within local plans which address their expectation for such development, such as
common management of private rent and affordable products, provision for longer-term tenancies
of 3+ years, policies regarding affordable housing provision and clawback provisions in the event of
scheme disposal.

With limited children’s home spaces in SW Herts, including in comparison to other parts of the
County, the Assessment indicates that schemes coming forward — including through conversions of
existing homes — should be treated positively through the planning process.
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INTRODUCTION

Scope of the LHNA Update

This Local Housing Needs Assessment (LHNA) is intended to provide an updated evidence base
on housing needs for local authorities in South West Hertfordshire (‘SW Herts’). It considers and

provides an up-to-date and consistent evidence base on:

Overall housing needs — the report considers overall housing needs on an objective and policy-

off basis. It does not set housing targets, but provides an input to doing so;

e The need for different types/sizes of homes — including an updated assessment of the needs for

affordable housing and the need for different sizes of homes;

e The housing needs of specific groups within the population, such as older people and those with

disabilities, and students;

e Specific housing market segments — the report considers the demand for self- and custom-build

housing; build to rent and co-living and wider private rental market dynamics.

The report builds on previous housing evidence which has been prepared for SW Herts: a Strategic
Housing Market Assessment 2016 (the ‘2016 SHMA'); and a Local Housing Needs Assessment
2020 (the 2020 LHNA'). These reports were prepared by GL Hearn with Justin Gardner Consulting
(JGOC).

The preparation of this report has been led by Iceni Projects (‘Iceni’) with support from JGC and
has been coordinated by a Project Steering Group which includes representatives of the
constituent SW Herts authorities: Dacorum BC; Hertsmere BC; St Albans CDC; Three Rivers DC;
and Watford BC; and the team which are leading the preparation of the SW Herts Joint Strategic
Plan (JSP).

This updated report takes account of changes in economic and market circumstances since 2020
and further data releases, including 2021 Census data. It provides an assessment of housing need
over a core period to 2041. Key analysis in Appendix A6 is considered to 2040 to reflect the plan
period for the emerging plan in Hertsmere (see Table 2.1); and to 2050 to take account of the

timeframe for the Joint Strategic Plan (JSP).

The LHNA Update forms part of the evidence base which the Councils will use in developing their
respective Local Plans. It provides important inputs into setting targets for housing provision, but

plan-making will also consider factors such as the supply of land for new development, Green Belt,
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local infrastructure capacity and environmental constraints. These factors may limit the amount of
development which can be sustainably accommodated. The LHNA itself does not set housing
targets: these are judgements for individual local councils to make bringing together evidence
through the plan-making process. The housing needs evidence in the LHNA is also a material

consideration in determining planning applications.
The report does not address the housing needs of gypsies and travellers, which are considered
through separate evidence-base studies prepared by the Councils as part of the plan-making

process.

Geography of the Sub-Region

The SW Herts sub-region sits to the north of London and includes towns, of varying sizes, as well
as smaller settlements, countryside and green space. Its larger towns include Watford, Hemel
Hempstead and St Albans, as well as smaller urban settlements such as Potters Bar, Harpenden,

Borehamwood, Rickmansworth and Berkhamsted.

The area is close to, and influenced by, London; with the M25 orbital motorway running through it

and other key transport corridors running north-south into the Capital include the M1 and rail lines.

East-west connectivity is poorer and is recognised as a strategic issue within the sub-region. Luto

and London Luton Airport, sit just beyond the northern boundary of the sub-region.

n,

There are notable strategic constraints to development, including the Chilterns Area of Outstanding

Natural Beauty, the Chilterns Beechwoods Special Area of Conservation and extensive coverage
of Metropolitan Green Belt.

Policy Context

The LHNA Update is being prepared at a time when national planning policy is evolving. A
Levelling Up and Regeneration Act (‘LURA’ was enacted by Parliament in October 2023; whilst
alongside this the Government has made changes to national planning policies in the National
Planning Policy Framework (NPPF)! which include identifying that housing need is an advisory
starting point and needs to be brought together with other factors, including development

constraints, in setting housing targets through local plans.

1 National Planning Policy Framework - GOV.UK (www.gov.uk)

10
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The SW Herts local authorities are at different stages in the plan-making process currently. The
table below sets out the current progress and timescales for preparation/ review of local plans

across the five authorities:

Table 2.1 Local Plan Progress & Timeframes in SW Herts

Authority | Progress & Timeframes Plan Period
Dacorum  Reg 18 consultation October to December 2023. Reg 19 2024 —
consultation anticipated Autumn 2024, 2040/41

Hertsmere Reg 18 consultation expected in April 2024. Reg 19 consultation
anticipated Autumn 2024.

2025-2041
St Albans | Reg 18 consultation July to September 2023. Reg 19 2024 - 2041
consultation anticipated Autumn 2024.
Three Reg 18 consultation October to December 2023; with Reg 19 2024-2041

Rivers consultation anticipated in 2024.

Watford Local Plan adopted October 2022. A timetable for the review of 2021 — 2038
the adopted Watford Local Plan has not yet been agreed.

Housing Market Geography

A review of the geography of the Housing Market Area has been undertaken as part of the
preparation of this report. This is set out in Appendix Al. Previous studies have defined a Housing
Market Area as including the local authorities identified above. The more recent data which is
available continues to show a strong correlation between these areas. This includes continued
strong migration between the local authorities within the Study Area and particularly with Watford
from all areas. House prices also remain broadly similar to those in 2016 and house price change

has been reasonably consistent across the HMA.

The evidence would thus justify the continued use of the South West Hertfordshire HMA and for the
Councils continuing to cooperate on strategic matters including housing. The evidence also shows,
consistent with previous evidence, that there are cross-boundary inter-relationships with London
and localised relationships with other areas, in particular between St Albans and Welwyn Hatfield.
Report Status and Structure

The remainder of the report is structured as follows:

e Section 3: Current housing stock in SW Herts;

e Section 4: Reviewing current housing market dynamics;

11



Section 5: Standard method figures for SW Herts;

Section 6: Demographic review and implications for overall housing need;

Section 7: Affordable housing need;

Section 8: Need for different types and sizes of homes;

Section 9: Housing for older and disabled people; and

Section 10: Specialist Market Segments.

12
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CURRENT HOUSING STOCK IN SW HERTS

This section of the report starts out by profiling the current housing stock profile in SW
Hertfordshire and how this has been changing. As much of the housing stock which will exist in
2040/41 and beyond exists now, an understanding of the current profile of homes is an important

starting point in considering future housing needs.

Dwelling Stock

As of 2021 there were 252,771 dwellings in SW Herts. Since 2011, the number of homes in SW
Herts has increased by around 18,400, or 7.3%.

As Table 3.1 shows, Dacorum and St Albans are the largest local authority areas in terms of the

number of homes within them; with Three Rivers the smallest.

The largest percentage increase in the dwelling stock between 2011-21 has been in Watford at
10.7%. Hertsmere is the only other authority that has had seen growth in the dwelling stock above
the national average; with growth in Dacorum, Three Rivers and St Albans all falling below the

national figure. Housing delivery trends, which influence this, are considered later in this section.

Table 3.1 Dwelling Stock Change, 2011-21

2011 2021 % increase
Watford 37,404 41,412 10.7%
Dacorum 61,942 65,989 6.5%
Three Rivers 36,155 38,422 5.9%
Hertsmere 40,993 44,926 8.8%
St Albans 57,891 62,022 6.7%
SW Herts HMA 234,385 252,771 7.3%
East of England 2,531,907 2,762,294 8.3%
England 22,976,066 24,927,591 7.8%

Source: ONS, 2021 Census

The latest data indicated that 2.5% of the dwelling stock in the HMA is vacant; which is in line with
the regional average and consistent with the level which we would consider is necessary to allow
for frictional vacancy within a functional housing market, recognising that at any time there will be
some vacant properties to allow for repair, renovations and turnover of properties. Less than 1% of
the housing stock is long-term vacant, equating to homes that are vacant for over 6 months, across
SW Herts.

The only authority with a higher vacancy rate evident is Hertsmere where the number of long-term

vacant dwellings recorded through Council Tax data has been increasing since 2016 (rising from c.

13
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300 to 770 properties vacant for over 6 months). The Council has a 2018 Empty Homes Strategy,
but the current data would suggest that it may be appropriate to refresh this to further understand
the reasons for the higher level of empty homes, and to identify actions which could be taken
forward to address this. The 2018 Strategy identified that there were multiple causes of empty
homes, including those caught in probate issues, possessions, those being repaired, and second
home / employment-related properties. The Council is currently undertaking some additional

exploratory work in regards to empty homes in the District.

Table 3.2 Vacant Dwellings and Vacancy Rate, 2022

Oct-22 Vacant Dwellings % Dwelling Stock % Dwelling Stock
Vacant Long-term Vacant

Dacorum 1,654 2.5% 1.0%

Hertsmere 1,467 3.2% 1.7%

St Albans 1,514 2.4% 0.7%

Three Rivers 770 2.0% 0.6%

Watford 899 2.1% 0.6%

SW Herts HMA 6,304 2.5% 0.9%

East of England 69,990 2.5% 0.9%

England 676,304 2.7% 1.0%

Source: DLUHC Live Table 125, and stock from Table 615

Tenure Profile

Owner occupation remains the most prevalent tenure type across SW Herts, based on the 2021
Census data. Home ownership levels are highest in St Albans and Three Rivers, at 71% and 72%
of households respectively in 2021, greater than the rates across the East of England and England,
at 66% and 62% respectively. Across SW Herts as a whole, 66% of households are owner

occupied.

Watford has a much lower level of home ownership than the other authorities at 56%; and has a
large Private Rented Sector (PRS) that accommodated 29% of households. In the other SW Herts

authorities, private renting is below the national average.

The proportion of social rented properties can influence the ability of each authority to meet
affordable housing need. St Albans sees the lowest proportion of social rented properties (12.3%)
which contrasts with the area’s high relative housing costs, and feeds into the higher relative
affordable housing need shown. On the other hand, Dacorum sees the highest proportion of social
rented dwellings (21.2%), influenced by delivery of affordable housing by the New Town
Corporation at Hemel Hempstead. As a function of this, it has a relatively lower proportion of
dwellings in the Private Rented Sector, with PRS demand influenced by the higher social rented

stock available to meet the affordable need.

14



Figure 3.1 Households by Tenure, 20212

England
East of England
SW Herts HMA 65.9% 16.5% 17.6%

St Albans 71.4% 12.3% 16.4%
Hertsmere 65.0% 17.6% 17.5%
Three Rivers 71.5% 15.0% 13.6%
Dacorum 64.4% 21.2% 14.4%

Watford 55.7% 15.7% 28.5%

0% 10% 20% 30% 40% 50% 60% 70%  80% 90% 100%
mOwned ®mSocial Rented mPrivate Rented

Source: 2021 Census

3.10 The stock of low cost home ownership homes is also relevant in considering the housing offer. The
table below sets out the stock of such properties drawing on the latest data from the Regulator of

Social Housing. The highest stock in absolute terms is in Hertsmere, and Watford.

3.11 It is possible to also consider 2021 Census data on shared ownership dwellings: which similarly
shows that the highest shared ownership stock (in proportional terms) is higher in Hertsmere and
Watford. Overall the data shows that across the HMA, shared ownership homes account for under

1% of homes.

Table 3.3 Low Cost Homeownership Stock by Authority

Low Cost Home ownership % of total housing stock
stock (2023) (as at Census 2021)
Dacorum 439 0.7%
Hertsmere 533 1.3%
St Albans 283 0.5%
Three Rivers 292 0.8%
Watford 446 1.1%
Total SW Herts Authorities 1,993 0.8%

Source: Regulator of Social Housing Data 2023 and Census 2021

2 The social rent tenure is likely to include affordable rented properties

15
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The absolute changes seen in the tenure profile in SW Herts between 2011-21 are shown below.
Across the HMA, the Private Rented Sector accommodated 72% of the growth in households, with
it seeing the strongest growth across each constituent local authority. The strongest growth in the
PRS was seen in Watford, where — in contrast — the number of owner occupying households fell.
Relative to regional/ national trends, Hertsmere and Watford have seen stronger relative growth in
Private Renting. The change in social rented households is small in all authority areas, this will be

factor of a stock level that has not changed hugely over the time period.

Figure 3.2 Change in Household by Tenure, 2011-21

5,000
4,000 3.806

3,000
2,389

1,986 1,978
2,000 1,658

1,248
1,021
1,000 608 502469 -
185 275 149

-1,000 763
Watford Dacorum Three Rivers Hertsmere St Albans

Change in Households

mOwned ®Social Rented mPrivate Rented

Source: 2011 Census; 2021 Census

The proportion of owned dwellings fell across SW Herts, and in each local authority within it,
between 2011-21; despite the increase seen in absolute terms, the rate of home ownership fell
from 69.2% to 65.9% of all households across the HMA. The greatest proportional reduction was
seen in Watford. These reductions in home ownership correlate with the evidence of increasing

affordability pressures and restricted housing land supply.

Table 3.4 Changes in Home Ownership, 2011-21

2011 2021 Change
Dacorum 65.9% 64.4% -1.5%
Hertsmere 69.3% 65.0% -4.3%
St Albans 73.9% 71.4% -2.5%
Three Rivers 73.9% 71.5% -2.4%
Watford 62.9% 55.7% -7.1%
SW Herts HMA 69.2% 65.9% -3.3%
East of England 69.0% 65.9% -3.0%
England 64.7% 62.0% -2.7%

Source: 2011 Census; 2021 Census

a
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3.14 Whilst the stock has risen, the size of the Social Rented Sector? as a proportion of all households
has fallen moderately in each area. It remains larger in Dacorum than in other areas (reflecting the
high social housing delivery within Hemel Hempstead as a New Town) and lower in St Albans. Of
the five SW Herts authorities, both Dacorum BC and St Albans CDC have retained their affordable
housing stock.

Figure 3.3 Social Renting in SW Herts, 2011-21
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3.15 The Private Rented Sector has been the key growth sector in the housing market, and

accommodated 17.6% of all households in 2021, up from 13.8% in 2011. The strongest growth,

and highest concentration, of private renting is in Watford.

3 This will include homes let at both social and affordable rents
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3.16

Figure 3.4 Private Renting in SW Herts, 2011-21
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Socially rented homes are concentrated in the urban areas in SW Herts, particularly Hemel
Hempstead, Watford and Borehamwood. Similarly, the percentage of private renters is more
concentrated in urban areas. The opposite is true for home ownership, with higher proportions of

home ownership in rural locations.

The table below shows the number of public sector owned dwellings in each area: these dwellings
are usually in social rented tenure. Dacorum has the highest number of local authority dwellings as
the Council has retained its own housing stock, this will contribute to the higher proportion of social

rent in the area. St Albans has also retained its housing stock.

Table 3.5 Public Sector owned dwellings (2022)

Local Authority Owned Other Public Sector
ownership
Dacorum 10,239 0
Hertsmere 151 0
St Albans 4,912 0
Three Rivers 53 0
Watford 45 50

Source: Local Authority Housing Statistics (2022)
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Figure 3.5 Percentage Home Ownership
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Figure 3.6 Percentage of Private Rented Properties or Living Rent Free
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Figure 3.7 Percentage of Socially Rented Properties
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3.17

3.18

Profile of Homes by Type and Size

SW Herts has a generally broad and balanced profile of different dwelling types; with semi-
detached homes the most prevalent accounting for 30% of all homes; followed by flats (25.8%),
terraced (23.3%) and detached properties (21.1%).

Figure 3.8 Profile of Dwellings in SW Herts, 2021

Detached 50,742

Semi-detached

Terraced

Flats

Source: 2021 Census

The housing mix is fairly similar to the proportional mix seen across England as a whole. SW Herts
has fewer detached and semi-detached properties; and more flats and terraced housing than the
East of England region but this is particularly influenced by the higher proportion of flats and lower
proportion of detached homes in Watford.
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Figure 3.9 Dwellings by Type 2021
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3.19 The percentage of flats, maisonettes or apartments is highest in the denser, more populated areas

of SW Herts.
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Figure 3.10 Percentage of Detached Properties
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Figure 3.11 Percentage of Flats, Maisonettes or Apartments
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The chart below shows the growth in different types of dwellings over the 2011-21 decade. The
strongest growth in flatted accommodation has been in Watford and Hertsmere, however as the
graph below shows all authorities have seen a large percentage increase of flatted dwellings and a
proportional decrease in other types of dwelling. This is likely to have been influenced by strategic
constraints to development in South West Herts and a limited supply of greenfield land which
typically supports the delivery of houses (as opposed to flats which are more characteristic of urban
brownfield development). It is notable that Dacorum is the only area to see an increase in the

proportion of any type of houses (with a modest growth in semi-detached stock).

Figure 3.12 Change in Households by House Type, 2011-21
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SW Herts has a similar profile of dwellings by size of property to the position across the East of
England region. Two and three-bed properties predominate; but there is a slightly higher proportion

of homes with 4 or more bedrooms than found at the regional or national level.

The proportion of larger, 4+ bed properties is highest in St Albans (34.0%) and Three Rivers
(29.3%). In contrast it is below the regional average, at 19.0%, in Watford — which has a higher

proportion of 1- and 2-bed properties than other areas.
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Figure 3.13 Dwelling Stock by Number of Bedrooms (2021)
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Considering the changes in the profile of homes by size between the 2011 and 2021 Census is
complicated by slightly different ways in which the stock was measured. Our analysis below
suggests that the greatest growth in the total housing stock between 2011-21 has been in 4+ bed
dwellings. This appears odd against data on new-build development; but is considered to reflect
trends in the extensions of properties — with evidence that households will stay in homes and
extend them, such as through adding additional bedrooms through loft conversions, rather than
move (in particular given the high transactional costs of moving associated with Stamp Duty). High
transactional costs essentially mean that a range of households appear to have sought to extend
their existing homes to create additional bedrooms, rather than move, over the 2011-21 decade.

These trends are similar to those seen across East of England and England.

The Census data shown in the figure below suggests that 84% of the growth in occupied homes
was of growth in 4+ bed properties, with this part influenced by a decline in 3-bed properties
(except in Dacorum) as homes were extended. The drivers of this are thus likely to have included
the high transactional costs of moving in particular (including moving costs and Stamp Duty); as
well as potentially some impact from changing working patterns (and associated growth in home

working) and development of replacement dwellings on existing plots.

Growth in 1- and 2-bed stock is more modest, and likely to be particularly influenced by

development of flats.

27



Figure 3.14 Changes in Housing Stock by Size, SW Herts 2011-21
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3.26 To augment this analysis, Iceni has analysed housing completions over the period since 2011 as

shown in the figure below. Over this period, 69% of dwelling completions recorded by Councils
have been of 1- and 2-bed properties; with 15% 3-bed and 15% 4+ bed properties. Comparing this
to Figure 3.14 above highlights the important role which extensions of properties have been having

on the changing size mix of the housing stock in SW Herts.

Figure 3.15 New-build Housing Completions by Size — SW Herts, 2011-22
4+ bed
3-bed
2-bed

1-bed

0 1000 2000 3000 4000 5000 6000 7000 8000 9000 10000
Dwelling completions, 2011-22

m\Watford mDacorum ®Three Rivers Hertsmere St Albans

Source: Iceni analysis of Council monitoring data
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Table 3.6 New-Build Completions by Size, 2011/12 - 2021/22

1-bed 2-bed 3-bed 4+ bed
Dacorum 25% 40% 20% 16%
Hertsmere 28% 43% 15% 14%
St Albans 28% 36% 15% 20%
Three Rivers 25% 35% 19% 21%
Watford 41% 44% 8% 7%
SW Herts 29% 40% 15% 15%

Source: Iceni analysis of Council monitoring data

Watford, and to a lesser extent Hertsmere, have seen a notably low proportion of delivery of family-
sized homes with 3 or more bedrooms, at 15% and 29% respectively; but all authorities have seen

delivery focused on smaller dwellings.

The map overleaf shows the spatial distribution of housing completions of different sizes over the
period since 2011. The Energy Performance Certificate (EPC) data used provides information on

property types but not the number of bedrooms, which Iceni has therefore estimated based on the

unit sizes.

Considering the existing housing mix, the towns and cities of SW Herts have the highest number of
2-bedroom properties. Watford, St Albans, Rickmansworth, Hemel Hempstead and Borehamwood
for example. Conversely, those rural areas in SW Herts have a higher percentage of 4-bedroom

properties.
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Figure 3.16 Housing Completions by Estimated Property Size, SW Herts
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Figure 3.17 Percentage of 2-bedroom homes
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Figure 3.18 Percentage of 3-bedroom Homes

_/\ L}f N 3

AN

o e

.....

%.
CJ0-25%
=5 3 25% - 35%
7 [ 35% - 45%
- [ 45% - 55%
f [ 55% + N
P T o Sl 5 SRR




a0 RS

oy e

et s

> 4 iurh 4 X WO 3 S
.- " v

2 &
LEP AN

= []0-10%

5 [0 10% - 20%
= [ 20% - 30%
5 [ 30% - 40%
- I 40% - 50%

= ! i) » S i 3 S = %
o 8 ADer S e & N 8 . y 3 — \ = ’ X 1 o s % TR
2R Y e & e AU AT e 2 RN - i B o R, N

33



3.30
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3.32

3.33

Many homes in SW Herts are under-occupied, in particular as home ownership is the predominant
tenure and households can and do occupy homes which are larger than they necessarily ‘need’ to

provide flexibility for friends, relative or children to come and stay.

Overcrowding is measured using the ‘bedroom standard’ which takes account of the structure of
households and relationships between people in the household.* The Census data indicates that
67% of homes were under-occupied in 2021 in that they notionally have more rooms than the
household might require as a minimum, with 4.5% of households overcrowded. The incidence of
overcrowding was however above the regional average in both Hertsmere and (in particular)

Watford. These authorities have a higher existing incidence of smaller homes.

Table 3.7 Overcrowding and Under-Occupied Homes in 2021 using Bedroom Standard

Under-Occupied Right-Sized Overcrowded
Dacorum 68.5% 28.4% 3.1%
Hertsmere 66.0% 28.8% 5.2%
St Albans 73.7% 23.2% 3.1%
Three Rivers 70.5% 26.0% 3.5%
Watford 54.6% 36.8% 8.7%
SW Herts 67.4% 28.2% 4.5%
East 71.4% 25.2% 3.4%

Source: 2021 Census

Overcrowding is however particularly a factor which affects non-home owners. Across SW Herts,
the proportion of households living in the Private Rented Sector and Social Rented Sector which
are overcrowded — using the bedroom standard — is 10%. In absolute terms, this equates to 3,800

households in the Social Rented Sector; and 4,210 households in the Private Rented Sector.

Table 3.8 Overcrowding by Tenure in SW Herts, 2021

Under-Occupied Right-Sized Overcrowded
Owner Occupied 83.3% 15.0% 1.7%
Private Rented 40.9% 28.8% 9.9%
Social Rented 31.2% 59.2% 9.6%

Source: 2021 Census

The chart below shows the profile of overcrowded households by tenure and district/borough

across SW Herts. The highest concentration of overcrowding is evidently in Watford, and is

4

https://www.ons.gov.uk/census/census2021dictionary/variablesbytopic/housingvariablescensus2021/occupancyratingforbed

rooms
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particularly focused in the Private Rented Sector. It reflects the larger size of this sector in Watford.

In St Albans there is a particularly high level of overcrowding in the Social Rented Sector.

Figure 3.20 Overcrowded Households by Tenure and Location, 2021

4,000

3,500

3,000

2,500

2,000

1,500

1,000 I
500

0

Dacorum Hertsmere St Albans Three Rivers Watford
m Owner Occupied ®Private Rented ®Social Rented

Source: 2021 Census

There is potential to address overcrowding through the delivery of larger properties, but this can be
difficult; and part of the reasons for overcrowding in the rented sectors will be a lack of larger
homes which households can afford, or (in the case of the social rented sector) which become
available to let. Overcrowding issues are considered and addressed in the Section 8 analysis
considering the mix of homes needed.

Housing Delivery Trends

There has been generally an upward trend in housing delivery in SW Herts over the last 20 years,
as the figure below shows. Over the 2003-7 period, net completions averaged around 1,600 homes
a year. This increased to 1,771 dpa between 2007-12 despite weaker economic / market conditions
(as explored in Section 3); and to 1,778 dpa between 2012-17. It has then increased again, with
the latest 5 year period indicating net completions of 2,306 dpa within the sub-region. This
represents increased housing delivery in Dacorum, Hertsmere and Watford (and to a lesser extent
St Albans).
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Figure 3.21 Trends in Net Housing Completions in SW Herts, 2003-22
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Table 3.9 Annualised Net Housing Completions (dpa)
2003-7 2007-12 2012-17 2017-22
Dacorum 373 461 499 657
Hertsmere 273 302 356 548
St Albans 389 345 349 455
Three Rivers 186 185 192 215
Watford 384 478 392 431
SW Herts 1,604 1,771 1,788 2,306

Source: Council-supp

lied data/ AMRs

Housing delivery will have been influenced by past local plans, which influence what land is released

for housing delivery. The performance of the LPAs in the sub-region in terms of maintaining an up-

to-date local plan

however varies widely:

e Dacorum BC adopted a Core Strategy in Sept 2013 and then a Site Allocations Plan in July 2017.

The Core Strategy fell short of meeting housing need in full over the plan period, and was

adopted with the intention that a Partial Review would be adopted by 2017/18. This timetable

has not been

achieved,;

e Hertsmere BC adopted a Core Strategy in Jan 2013, an Area Action Plan for the Elstree Way

Corridor in July 2015 and a Site Allocations Plan in Nov 2016. The Core Strategy housing

provision was based on the East of England Plan and was adopted with the expectation that

housing need should be re-assessed and an early partial review would be undertaken within 3

years. This timetable has not been achieved;
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e St Albans does not have an up-to-date local plan, having last adopted a Local Plan in 1994. It

has one of the oldest local plans of local authorities across England;

e Three Rivers has an adopted Core Strategy from 2011, which was based on the East of England
Plan. It adopted Development Management Policies in 2013 and a Site Allocations Plan in 2014;
but again does not have a Local Plan which has been informed by an up-to-date assessment of

housing need;

e Watford adopted a new Local Plan in October 2022, based on the NPPF and an assessment of
housing need. Prior to this, it had a Core Strategy which was adopted in January 2013 — the
requirement within which was based on the East of England Plan and Watford’s capacity

evidence.

Historical housing targets within the sub-region have thus been influenced by historical policies and
strategic constraints to development. Besides Watford, the other sub-regional authorities have not

had an adopted Plan since 2012 which has been prepared against the policy framework in the NPPF.

To provide a comparative analysis of housing delivery performance, Iceni has considered net
growth in the housing stock over different 5 year time periods looking back to 2002, and
benchmarked this against regional and national trends. Housing delivery performance across SW
Herts has essentially been broadly in line with that seen nationally over the last 20 years, with
slightly weaker performance over the past 5 years. There is an important context however to
interpreting this: firstly, is commonly recognised that housing delivery nationally has fallen below
that which is needed and Government has set out the aim to significantly boost housing supply
(NPPF Para 60). However secondly, there are strategic constraints to development in the sub-
region, including extensive coverage of Metropolitan Green Belt; and areas which fall within the
Chiltern Area of Outstanding Natural Beauty (AONB) / National Landscape. These impact on land

supply and housing delivery.

Achieving Government’s ambition of delivering 300,000 homes per annum over the next decade
would equate to an average annual growth rate in the housing stock of 1.1% per annum. In higher
value, more economically dynamic areas such as SW Herts, you might expect the market to

support higher delivery rates than the national average in the absence of development constraints.

Growth performance at an individual authority level within the HMA varies, with the weakest relative
performance in Three Rivers; and the strongest in Watford. Watford is the only authority in which
historical housing delivery has exceeded a growth rate of 1.1% of housing stock per annum. Three
Rivers has seen the most consistent rate of growth over time, albeit low compared to other parts of

the area.
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Table 3.10 Annual Growth Rates in the Housing Stock, SW Herts

2002-7 2007-12 2012-17 2017-22 Overall

2002-22
Dacorum 0.8% 0.8% 0.6% 0.8% 0.8%
Hertsmere 0.5% 0.6% 0.8% 1.1% 0.7%
St. Albans 0.8% 0.7% 0.6% 0.7% 0.7%
Three Rivers 0.6% 0.5% 0.6% 0.6% 0.6%
Watford 1.2% 1.4% 1.1% 1.1% 1.2%
SW Herts 0.8% 0.8% 0.7% 0.9% 0.8%
East of England 1.0% 0.8% 0.8% 1.0% 0.9%
England 0.9% 0.7% 0.7% 1.0% 0.8%

Source: Iceni analysis based on DLUHC Live Table 125

Overall these are relatively low housing delivery rates for local authorities which sit in a relatively
economically dynamic, high value market which is close to London. Iceni consider that they reflect
in particular the limited progress with maintaining up-to-date local plans - in the context where
Government expects plans to be typically updated every 5 years - and in particular the lack of post-
NPPF plans which fully meet housing needs. As above, they are partly a reflection of strategic
constraints to development in the sub-region, including land supply constraints in Watford, and
coverage by the Green Belt and national landscape, and the influence which these have had on

housing land supply.

Turning to consider affordable housing delivery, with increasing overall housing delivery there has
been an evident increase in affordable housing delivery in recent years; with on average 523
affordable homes delivered per year over the last 5 years (2017-22) in SW Herts. The highest
absolute and relative affordable housing delivery has been in Dacorum and Watford; with the other
local authorities seeing delivery numbers of less than 100 affordable homes per year. Hertsmere
saw the lowest affordable delivery, at just 11% of gross completions; with Dacorum and Watford

the highest at 29% and 27% respectively.

Affordable delivery can be influenced by the proportion of completions coming through on small
sites which do not contribute and permitted development schemes. It can also reflect issues
associated with residential development viability. Generally, higher levels of affordable housing
delivery are achieved on greenfield than brownfield sites (albeit that this can be influenced by

infrastructure requirements).

38



Table 3.11 Affordable Housing Completions per 5 year period, (absolute)

2003-7 2007-12 2012-17 2017-22 Total
Dacorum 49 109 117 190 465
Hertsmere 34 57 53 59 203
Three Rivers 60 35 53 64 212
St Albans 72 78 58 92 300
Watford 65 159 89 118 431
SW Herts 280 439 370 523 1,612

Source: Council-supplied data/ AMRs

Table 3.12 Affordable Housing Completions as a percentage of Gross completions per

5 year period

2003-7 2007-12 2012-17 2017-22
Dacorum 13% 25% 23% 29%
Hertsmere 11% 20% 15% 11%
Three Rivers 26% 17% 24% 23%
St Albans 17% 18% 13% 17%
Watford 17% 30% 23% 27%
SW Herts 21% 32% 25% 26%
Source: Council-supplied data/ AMRs
3.44 The figure below shows the annual completions each year in the SW Herts authorities. Affordable

home delivery has increased in the most recent 5 years (2017-2022) to an average annual delivery

of 523 dwellings from an average of 370 in the years 2012-17.

Figure 3.22 Annual Net Completions, Affordable Dwellings
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Analysis of the types of affordable homes being delivered indicates around 78-80% of affordable
delivery has been of social/ affordable rented homes, albeit that the profile has shifted towards
affordable rented homes over the last 5 years. Intermediate housing provision has been focused on
shared ownership homes.

Figure 3.23 Gross Affordable Housing Completions by Type, SW Herts
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Figure 3.24 Profile of Affordable Housing Completions, SW Herts
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4.1

4.2

4.3

4.4
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4.6

REVIEWING HOUSING MARKET DYNAMICS

This section moves on to review housing market dynamics, considering both the sales market first;
and then the rental market.

Sales Market

House Price Trends

In the year to September 2022 the median house price across SW Herts was £513,000. The
highest median house price in the HMA is in St Albans, at £625,000; whilst the lowest are £407,000
in Watford.

Median property prices in SW Herts are clearly very high in comparison to the rest of England,
likely due to the area’s proximity to London, high demand for housing, and strategic constraints

which affect the supply of land for residential development.

Table 4.1 Median House Prices, Year ending September 2022

Area Median Price
Dacorum £425,000
Hertsmere £547,500
Three Rivers £560,000
St Albans £625,000
Watford £407,200
SW Herts HMA £512,940
East of England £328,000
England £275,000

Source: ONS Median House Prices for Administrative Geographies

Table 4.2 highlights the house price growth in SW Herts over time. In the year to September 2022,
house prices in SW Herts increased by 5.8%, an increase in value of £28,000, whilst across
England prices fell by -3.5%.

The longer-term trend, over the last decade, has been of consistent house price inflation, which
has averaged £15,800 per annum — notably stronger growth than seen regionally and nationally. In
percentage terms, this is slightly below average but reflects the high existing house prices in the

area.

Stronger house price growth is evident in St Albans, Hertsmere and Three Rivers over the last 10
years, with price growth exceeding £24,000 per annum; whereas in Watford and Dacorum average

prices have grown more modestly (c. £18,000 pa).
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Table 4.2 Annual Growth in Median House Prices

Area

Dacorum
Hertsmere
Three Rivers

St Albans
Watford

SW Herts HMA
East of England
England

1 year Change

Absolute

pa
0
£17,500
£65,000
£45,000
£12,200
£27,940
£3,000
-£10,000

CAGR

0.0%
3.3%
13.1%
7.8%
3.1%
5.8%
0.9%
-3.5%

5 year Change

Absolute

pa
£10,000
£19,500
£19,000
£21,300
£9,440
£15,848
£10,600
£9,000

CAGR

2.5%
4.0%
3.8%
3.8%
2.5%
3.4%
3.6%
3.6%

10 year Change

Absolute

pa
£18,000
£25,600
£24,500
£28,000
£18,220
£22,964
£13,800
£9,350

CAGR

5.7%
6.5%
5.9%
6.1%
6.1%
6.1%
5.6%
4.2%

Source: ONS Small Area House Price Statistics (CAGR represents the annual growth rate in house prices as a Compound

Annual Growth Rate)

The graph below highlights the divergence in house price trends which has been seen, even since

2008. Whilst in many areas of the country house price increases between 2008-13 were modest

(influenced by more restricted mortgage availability), SW Herts saw median house prices

increasing. Since 2013, house prices have grown rapidly: in most areas this was particularly a

characteristic of the period to 2017, however St Albans stands out as sustaining strong growth

since.

Figure 4.1 Long-term Trends in Median House Prices, 1995-2022
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Overall it is clear that the SW Herts authorities have all seen a significant and sustained increase in
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house prices. The absolute increase in prices has exceeded regional and national trends; and it is

clear that there has been a sustained imbalance between the supply and demand for homes.

Figure 4.2 House Price Heat Map

Source: Iceni analysis of EPC data

Using data from Rightmove, based on HM Land Registry transactions data, we have profiled below

the price geography in the main towns in SW Herts. The cheapest places to buy are Hemel

Hempstead, Watford and Tring; whilst the highest prices are in Rickmansworth, and in particular

Radlett, Chorleywood and Harpenden.
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Table 4.3 Average House Prices, Main Towns (Year to May 2023)

Hemel Hempstead
Watford

Tring
Borehamwood
Potters Bar
Bushey

St Albans
Berkhamsted
Rickmansworth
Chorleywood
Harpenden

Radlett
Source: Rightmove

Average price
£458,584
£532,276
£535,525
£543,961
£587,501
£645,129
£668,895
£770,074
£788,509
£915,135
£942,947

£1,295,020

Change over last Year
10%
7%
-1%
-4%
2%
8%
6%
16%
7%
8%
6%

0%

We have next analysed house prices by type. The prices of properties varies by size, but it is

notable that across all areas there is a marked premium on prices relative to the regional average.

This is particularly the case for larger (detached and semi-detached) properties. For most property

types, St Albans has the highest comparative house prices; but for detached homes, prices in St

Albans are exceeded by those in Hertsmere and Three Rivers. House prices across house types

are lowest in Watford and Dacorum.

Figure 4.3 Median House Prices by Type, Year to Sept 2022
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Table 4.4 Median House Prices by Type, Year to Sept 2022

Detached Semi- Terraced Flats All
detached
Dacorum £777,000 £530,000 £405,000 £257,000 £425,000
Hertsmere £1,047,500 £600,000 £495,000 £319,215 £547,500
St Albans £1,000,000 £705,500 £565,000 £329,000 £625,000
Three Rivers £1,125,000 £585,000 £450,000 £310,000 £560,000
Watford £875,011 £530,000 £417,000 £271,500 £407,200
SW Herts HMA £964,902 £590,100 £466,400 £297,343 £512,940

East of England £465,000 £335,150 £294,625 £200,000 £328,000

Source: ONS Small Area House Price Statistics

Sales Trends

Sales trends have varied over time, and have followed similar trends in each area. Sales peaked in
2013/14 as mortgage finance availability increased; and then fell steadily over the subsequent
years. The effect of the Covid-19 lockdown in Spring 2020 resulted in a low point in sales in 2020;
but the Stamp Duty Holiday, and effects that lockdowns had in causing households to re-evaluate
their living circumstances, resulted in a peak of housing market activity in the Year to Sept 2021.

The graph does not yet capture the effects of market uncertainty and rising interest rates since mid-
2022.

Figure 4.4 Trends in Sales — All Properties
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HM Land Registry data indicates that across England, sales in January 2023 were 55% lower than
the number in September 2022. Whilst this will partly reflect market seasonality, it is clear that
transactions volumes and the market have been affected by growth in interest rates and a

weakening economic backdrop.
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Our experience is that typically 10% of all sales might be of new-build properties. The new-build
market has been buoyed over recent years by the Help-to-Buy Equity Loan scheme which has
seen a range of areas out-perform this. However besides Hertsmere, in SW Herts most authorities
have seen weaker levels of new-build sales (8.5 — 8.6%), with notably low new-build sales in
Watford and Three Rivers over the last 5 years.

Table 4.5 Percentage Sales of New-Build Properties
5 Year Average (2017-22) 10 Year Average (2012-22)

Dacorum 7.0% 8.6%
Hertsmere 10.7% 11.6%
St Albans 8.0% 7.9%
Three Rivers 6.3% 7.5%
Watford 5.0% 7.5%
SW Herts HMA 7.5% 8.6%
East of England 10.7% 10.6%
England 10.5% 10.6%

Source HM Land Registry/Iceni analysis

With the end of the Help-to-Buy Equity Loan scheme, the year to Sept 2022 saw new-build sales

fall to 2.8% of sales across SW Herts (with only Dacorum notably out-performing this).

Affordability of Housing for Sale

Figure 4.5 shows median workplace-based affordability ratios over time. This is the ratio between
median house prices and median earnings of those working in SW Herts. In all areas the
affordability has worsened between 1997 and 2022 and SW Herts now has a median house price-
to-income ratio of 14.81, worse than those seen in East of England and England (10.08 and 8.28
respectively). There is limited difference in the affordability ratios between the local authorities,
however, St Albans has consistently shown an affordability ratio that is worse than its neighbouring
authorities which is currently at 18.44.

The SW Herts affordability ratio has remained pretty consistent across time with one dip in 2009
due to the financial crisis and smaller dip in 2019 to 13.52. Since 2019 the ratio has increased
year-on-year hitting its all-time high in 2022 at 14.81. However there have been some recent falls in

the ratio in Hertsmere and Three Rivers.

These affordability ratios illustrate the difficulty of securing and funding a mortgage in SW Herts for

households that don’t already have considerable equity.
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Figure 4.5 Median Affordability Ratio (1997 — 2022)
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Table 4.6 shows the latest median and lower quartile (LQ) affordability figures in SW Herts. The
lower quartile figures show the ratio of affordability for the lower 25% of house prices to lower 25%
of workplace-based earnings. The strongest affordability pressures are in St Albans, but it is
evident that there are significant affordability pressures in all parts of SW Herts, where both LQ and
median ratios are well above national/ regional averages. Tables 4.6 — 4.7 show the derivation of

the headline ratios.

Table 4.6 Median and Lower-Quartile Affordability Figures 2022

Area Median Lower-Quartile
Dacorum 13.86 15.23
Hertsmere 14.39 13.98
St Albans 18.44 16.53
Three Rivers 13.17 12.85
Watford 14.21 13.19
SW Herts HMA 14.81 14.36
East of England 10.08 9.90
England 8.28 7.37

Source: ONS House price to workplace-based earnings ratio
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Table 4.7 Derivation of Median Affordability Ratios, 2022

Median House Median Median
Price Workplace-based = Affordability Ratio
Income 2022
Dacorum £425,000 £30,674 13.9
Hertsmere £547,500 £38,046 14.4
Three Rivers £560,000 £42,524 13.2
St Albans £625,000 £33,895 18.4
Watford £407,200 £28,651 14.2

Source: ONS House price to workplace-based earnings ratio

Table 4.8 Derivation of LQ Affordability Ratios, 2022

LQ House Price LQ Earnings LQ Affordability
Ratio, 2022
Dacorum £325,000 £21,340 15.2
Hertsmere £396,000 £28,332 14.0
Three Rivers £400,000 £31,134 12.8
St Albans £430,000 £26,015 16.5
Watford £306,000 £23,193 13.2

Source: ONS House price to workplace-based earnings ratio

This deterioration in housing affordability in SW Herts correlates with reductions in home ownersh

rates and increasing households living in the Private Rented Sector.

The total savings required to get on the housing ladder include the deposit, moving and solicitors
costs and Stamp Duty Land Tax (SDLT). The standard amount of deposit needed for a home for
First-time Buyers (FTBs) is 10%. With the Lower Quartile house price in SW Herts currently
standing at £371,000, this would mean a deposit of £37,100 would be required. Households’

savings are therefore a key barrier for FTBs to get on the housing ladder.

There are however several major lenders that are taking part in the Government’s Mortgage

Guarantee Scheme that allow access to 95% loan-to-value mortgages.

Moving costs can vary depending on various factors such as the distance of the move and the
amount of belongings you have. Hiring a removal company or van costs can range from a few
hundred pounds to over a thousand pounds. Packing materials and insurance also add expense.

There are typically also fees for conveyancing which need to be paid by First-time Buyers.
Stamp Duty Land Tax (SDLT) is a tax paid when purchasing a property in England. The rates and
thresholds for Stamp Duty vary depending on the value of the property. At the time of this report,

the following rates applied in England:

e Upto £250,000 — Zero rate

ip
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e The portion from £250,001 to £925,000 — 5% rate
e The portion from £925,001 to £1.5 million — 10% rate

e The portion above £1.5 million — 12% rate

If you are purchasing a first home there is Stamp Duty relief up to £425,000. There is a 5% SDLT
on the portion from £425,001 to £625,000. If the price is over £625,000, you cannot claim the relief.

The average First-time Buyer (FTB) seeking to buy a home in SW Herts would therefore need
between £17,000 - £22,000 in savings to purchase with a 5% deposit and upwards of £33,000 of

savings to buy with a 10% deposit.

Table 4.9 Savings needed to Buy a new home with 10% Deposit
LQ Price, Yr = 10% Deposit FTB Stamp Moving and Savings

to Sept 22 Duty Solicitors Required

Costs
Dacorum £325,000 £32,500 £0 £2,000 £34,500
Hertsmere £396,000 £39,600 £0 £2,000 £41,600
St Albans £430,000 £43,000 £250 £2,000 £45,250
Three Rivers £400,000 £40,000 £0 £2,000 £42,000
Watford £306,000 £30,600 £0 £2,000 £32,600

Source: HM Land Registry/Iceni Calculations

A further major issue currently affecting the housing market is interest rates. The UK’s ‘base rate’
as set by the Bank of England, at the time of writing this report, stood at 5.25%. The Bank of
England’s Monetary Policy Committee has now raised interest rates in each of 14 consecutive

meetings.
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Figure 4.6 UK Interest Rate Since 2010
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The rise in interest rates are aimed at bringing down inflation. The Consumer Price Index (CPI)
measures the average change in prices paid over a period of time by consumers for goods and
services. The Consumer Price Index reading stood at 8.7% in the 12 months to April 2023, down
from 10.1% in March. This has fallen from its peak in October 2022 where it stood at 11.1%; but
then fell to 4.0% at year end. The latest data from February 2024 shows a figure of 3.4% which

provides some prospect that interest rates could fall relatively rapidly over the next year.

Figure 4.7 shows the different first time buyer mortgage repayments as a percentage of different

workers take home pay in 2022. It is a national analysis but shows that for many occupations,
mortgage repayments in 2022 were above 30% of take-home pay.
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Figure 4.7 First Time Buyer Mortgage Repayments as a Percentage of Take Home Pay, 2022
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Thus whilst we may see some short-term correction in house prices (which may fall short-term), the

effect of rising interest rates does not mean that this will improve affordability for non-home owners.

Market Outlook — Housing for Sale

Targeted telephone engagement with local estate agents in SW Herts took place in June 2023.
This included discussions with agents in the main towns across the HMA. The following section
collates these views although it should be caveated that not all views were universal, and the views
are also anecdotal. However they provide a useful up-to-date and current position on market

circumstances at the time of the assessment in Summer 2023.

The agents reported that sales demand across SW Herts is varied but the highest demand (at this
point) is for one- and two-bed flats, typically close to town centres and rail stations. This will be in
part reflected by the stock available in these locations; and market dynamics at the time of the

assessment. There is also demand for three-bed properties within school catchment areas.

Almost all estate agents reported that there is a lack of stock of all types of homes, but there is a
particular high demand for one- and two-bed properties when they become available, with these
properties taking between four to eight weeks to sell on average. A few of the estate agents
pointed to the difficulty in the rental market leading singles and couples to purchase their first

homes out of necessity. This is in contrast to the owners of larger, more expensive properties who
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are deciding not to move in the current climate with higher interest and mortgage rates, with

resultant impacts on market activity. Many of those moving are doing so out of necessity.

Agents indicated that it is individuals, young couples and young families who are the buyers
present in the market and that there has been a huge drop in the number of buy-to-let investors.
Whereas post Covid-19 buyers were looking in more rural areas, there is now demand around town
centres and stations as workers are finding that they are expected to commute into work more
regularly. Many of the buyers are coming from London and looking for fast connections, larger
properties at a cheaper price than in London and for good primary and secondary schools. The SW
Herts area offers the benefit of proximity to London while also offering access to the countryside.
Agents reported that there was an approximate split of 50% of buyers relocating, primarily from
London; and 50% moving within the relevant local authority.

There is still demand in the market but there is a lack of supply of all properties, all the agents
contacted reported. Buyers are significantly more cautious in light of rising interest rates, inflation
and the cost of living crisis, which is leading to fewer offers and sales since the Summer of 2022. In
addition, due to recent changes to legislation, agents are seeing an increase in the number of
landlords selling their properties as renting out is becoming less profitable. This is having particular

implications for the rental market (which is considered further later in this section).

Agents commented that there has always been a strong demand in their areas with a wide range of
buyers and properties. There seems to be, at this time, a particularly strong demand for one- and
two-bed properties. This translates to these properties having 20 to 30 viewings over two weeks

and offers received and sold on average between one and two months.

Finally, in terms of the new build market, agents largely commented that there is a limited supply of

new build properties coming to market, but those that do sell quickly.

Nationwide’s House Price Index has recorded, at a national level, month-on-month falls in house
prices since the Government’s mini budget in September 2022 through to March 2023, before
returning to positive growth in April 2023 pointing to a gradual return of confidence to the market.
Market activity had reduced significantly, but again is showing some signs of recovery with new
sales agreed in April 2023 at -6% below the 2017-19 average for the month, according to
TwentyCl/ Savills; with mortgage approvals showing a similar trend but remaining 15% below the

pre-Covid figure.
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The RICS May 2023 UK Residential Market Survey® points to a subdued trend in buyer demand. It
reported some improvement in market sentiment and activity relative to previous months, but noted
that the recovery could be affected by further interest rate rises. Nationally many agents were
reporting that house prices were falling, although the picture for London appeared to have
stabilised; and the outlook was generally flat.

The improvement in market conditions through Spring 2023 is similarly noted in Savills market
research, from June 2023,% which notes agreed sales coming within 2% of the pre-pandemic norm
in May 2023; but noted that the recovery in mortgage approval rates appeared to have stalled and
persistent upwards inflationary pressures are putting further upward pressure on mortgage rates
and the housing market is therefore likely to remain price sensitive over the remainder of 2023 and
into 2024.

Lettings Market

Rents and Rental Trends

The median monthly rent remains fairly consistent in price across the SW Herts local authorities
ranging from £1,100 in Dacorum to £1,300 in Hertsmere. This is however considerably above that
of East of England (£875) and England (800 PCM).

The figure below shows the median rent for different sizes of property. It indicates a premium for
larger properties (3 and 4+ bed) in St Albans.

5 https://lwww.rics.org/news-insights/market-surveys/uk-residential-market-survey

6 https://www.savills.co.uk/research_articles/229130/347940-0
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Figure 4.8 Median Rents in SW Herts, Year to September 2022
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Table 4.10 Median Rents in SW Herts, Year to September 2022

Room Studio 1-bed 2-bed 3-bed 4-bed All
Dacorum £570 £725 £875 £1,125 £1,400 £1,950 £1,100
Hertsmere - £800 £950 £1,275 @ £1,555 @ £2,200 @ £1,300
Three Rivers - £800 £995 £1,250 £1,600 £2,250 £1,275
St Albans £590 £738 £932 £1,300 £1,750 £2,670 £1,260
Watford £600 £800 £995 £1,250 £1,563 £2,125 £1,200
SW Herts HMA £580 £766 £938 £1,238 £1,576 £2,268 £1,234
East of England £495 £600 £725 £875 £1,025 £1,475 £875
England £438 £625 £715 £793 £895 £1,500 £800

Source: ONS Private Market Rental Statistics

4.42 The table below shows rental growth over the year to September 2022, and on average over the
previous five years. It is clear that recent growth in rents has been particularly strong, albeit there is
variation between authorities. The longer-term trend has stronger relative growth in rents in
Watford and Dacorum in proportional terms than other areas. In absolute terms, growth in rents in
Watford (of £125 per month) over the last 5 years has matched the national average; with absolute

growth in other areas lower than this.
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Table 4.11 Rental Growth per Annum, SW Herts

1 Year Change (2021-22) 5 year Change (2017-22)

CAGR
Dacorum 0.0% 2.0%
Hertsmere 4.0% 1.6%
Three Rivers 6.3% 1.2%
St Albans 0.8% 1.0%
Watford 4.3% 2.2%
SW Herts HMA 3.1% 1.6%
East of England 2.9% 3.1%
England 6.0% 3.5%

Source: ONS Private Market Rental Statistics (CAGR describes the growth in rents using a Compound Annual Growth Rate)

Market Outlook — Lettings

Targeted telephone engagement with local Letting Agents took place in June 2023. The following
section collates their views although it should be caveated that not all views were universal, and

the views are also anecdotal.

Lettings agents reported that the rental property market across SW Herts is very buoyant, with
landlords demanding increasingly high rents as they seek to pass on the cost of mortgage/interest
rate increases to renters. Agents suggested that proposed changes to the Renters Reform Bill as
well as investors avoiding buy-to-let properties had led to there being very strong demand and a
shortage of rental housing across SW Herts. These factors have combined to mean renters are

having to bid for properties allowing landlords to secure record rents.

Agents reported strong demand for a range of property sizes through SW Herts but particularly for
1 and 2 bed flats and 3 bed houses. There is a particular demand for rental accommodation close

to stations and within school catchment areas.

Agents indicated that there is a wide range of renters present in the market, including young
professionals, couples and families. A large proportion of renters are young couples and families
opting to move out of London to find more space, or move from Watford and Harrow to find good

schools.

Agents reported that depending on the area, there could be between 5 and 30 viewings in a few

days before properties are taken. The average tenancy agreement was 12 months.

There has been a trend of renters who moved to rural locations post Covid-19 pandemic needing to
be closer to good train connections and public transport as some businesses require employees to
return to the office. This is influencing demand in Watford and St Albans in particular. This has led

to the return of strong demand for rental properties in city and town centres.
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The RICS Residential Market Survey in May 2023 reported strong growth in tenant demand, but
generally falling new landlord instructions and almost two-thirds of survey participants reported
seeing an increase in the number of buy-to-let landlords looking to sell their properties. This is
resulting in a continuing mismatch between rising demand and falling supply, which is driving rental
growth. The Survey expects rental price growth to average just below 6% per annum over the next

5 years.

It is evident that the attractiveness of housing as an investment has weakened over recent years.
The Government reformed mortgage interest relief in 2016, allowing landlords to claim tax relief
only at the basic rate of income tax. The Renters Reform Bill, which at the time of writing is working
through Parliament, proposes the abolition of Section 21 of the Housing Act 1988 (ending so called
‘no fault evictions’) whilst at the same time strengthening landlord powers to recover possession of
property where there has been a breach of tenancy terms, or where the landlord intends to sell the
property. The formalisation of the process for rent reviews is also proposed, requiring in effect
landlords to justify rent increases using market evidence. More significantly, many landlords have
mortgages on their properties — and with rising interest rates, the cost of servicing the debt is
increasing, putting returns under pressure. This is having the greatest effect on smaller, more

indebted landlords.

These dynamics mean that there are more landlords currently exiting the sector than buying
properties; whilst demand is buoyant in particular given the barriers for younger households or
those on lower incomes who might wish to buy a home. The resultant supply/demand imbalance

can be expected to drive further rental growth.

Savills forecasts (Jan 2023) for the ‘prime commuter zone’ around London are for 3.0% growth in
rents in 2023, and 2.0% in 2024, before easing to 1.0 — 1.5% in the subsequent years. The
mainstream market outside of London is expected to see stronger growth of 6.5% in 2023, 4.0% in

2024 before easing to between 2.0 — 2.3% over the subsequent years to 2027.

The growth in rental costs is likely to put pressure on the ability of the Councils in SW Herts to

discharge homelessness duties through the offer of private rental market properties.
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STANDARD METHOD FIGURES FOR SW HERTS

Context: Standard Method Starting Point

The Government implemented a new “standard method” for assessing housing need through a
revision to the National Planning Policy Framework (NPPF) in July 2018. This replaced the process
of defining an area’s ‘objectively assessed housing need’ (OAN) under the 2012 NPPF and
associated Planning Practice Guidance (PPG) which was the approach considered in the Councils’
2016 Strategic Housing Market Assessment (SHMA).

The new standard method was informed by a review of the plan-making progress which the
Government commissioned from a number of experts — the Local Plans Expert Group (LPEG) —
and which reported to Government in March 2016.7 LPEG identified that agreeing housing needs
was one of the principal difficulties affecting the plan-making process and that the preparation of
Strategic Housing Market Assessments (SHMAs) had “become one of the most burdensome,
complex and controversial aspects of plan making.” It recommended a shorter, simplified standard
methodology for assessing housing need, with the aim of saving time and resources and removing
what Government considered to be unnecessary debate; with the aim that this would speed up the

plan-making process.

Government endorsed these sentiments in its 2017 Housing White Paper and initiated a process of
reviewing national planning policies and the process for calculating housing need, which
culminated in the publication in July 2018 of a revised NPPF and associated changes to the

Planning Practice Guidance on ‘Housing and Economic Needs Assessments’.

The standard method was designed around the Government’s 2014-based Household Projections,
with the aim of meeting 300,000 homes nationally. The Government’s core ambitions in reforming
the method were to establish an approach which was simpler, quicker and more transparent
than the approach to calculating OAN which it replaced, with the aim of speeding up plan-making.
In doing so, the assessment takes account of less specific local information; but also removes
much of the scope for ‘professional judgement’ in what scale of housing provision should be sought
in a local authority.

Since the preparation of these (2014-based) household projections, Government has transferred

responsibility for preparing official household projections to the Office for National Statistics (ONS).

7 Local Plans Expert Group Report to the Secretary of State

https://www.gov.uk/government/publications/local-plans-expert-group-report-to-the-secretary-of-state
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ONS made a number of methodological changes to how household growth was projected in its
2016-based Household Projections, which were released in September 2018.8 The overall result
when these were inputted to Government’s standard method formula was to reduce significantly
the aggregate level of housing need across England (to around 213,000 homes). These equally
affect other subsequent national household projections (such as the 2018-based household

projections).

Government consulted on changes to the standard method in Autumn 2018.° It set out its views on
the way forward in February 201929, concluding that the 2014-based Household Projections
(around which the method was designed) should continue to be used to provide the demographic

baseline within the assessment. Government’s argument was that:

e Household projections are constrained by housing supply: if new homes are not built, households
are unable to form; and the projections are trend-based;

e The historic under-delivery of housing means there is a case for public policy supporting delivery

in excess of household projections, even if those projections fall;

e Other things being equal, a more responsive supply of homes through local authorities planning
for more homes where we need them will help to address the effects of increased demand, such

as declining affordability, relative to a housing supply that is less responsive.

e Population changes are only one aspect of the driver for housing supply. Rising incomes,
changing social preferences and factors such as real interest rates and credit availability

contribute to demand for housing.

Government set out on this basis that its judgement was that there is no need to change its
aspirations for housing supply (to deliver 300,000 homes pa). It set out that the continued use of
the 2014-based Household Projections provided stability and certainty for the planning system.

Government has since consulted on changes to the standard method in Autumn 20201, proposing
adjustments to the formula which placed enhanced emphasis on affordability issues and

introduction of a baseline related to an area’s housing stock. However it did not take these forward,

8 These equally affect the 2018-based Household Projections which ONS released in June 2020
® MHCLG (Oct 2018) Technical consultation on updates to national planning policy and guidance
10 MHCLG (Feb 2019) Government response to the technical consultation on updates to national planning policy and guidance

11 MHCLG (Aug 2020) Changes to the current planning system
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and instead in April 20212 introduced a 35% ‘urban and cities uplift’ which is applicable on top of
the previous stages to London and 19 other large urban areas/cities across England. This does not

specifically affect SW Hertfordshire.

The most recent consultation — Reforms to National Planning Policy — ran between December 2022
and March 2023. This set out that it remains important that there is a clear starting point for the

plan-making process and did not propose any changes to the standard method formula itself.

Government then published revisions to the NPPF in December 2023. These emphasise that the
outcome of the standard method is an ‘advisory starting point’ for establishing a housing
requirement through the plan-making process (Paras 61 and 67). Read alongside the
Government’s Consultation Response, it is clear that Government continues to expect local
housing need to be determined using the standard method, unless there are exceptional
circumstances, such as related to the demographic characteristics of the area, which justify an

alternative approach.

The additional wording emphasises the difference between the ‘housing need’ and a ‘housing

requirement’. A housing requirement figure may be different from the housing need as:

e There are strategic constraints, as set out in Para 11b or Footnote 7 in the NPPF, which affect

the ability to sustainably accommodate housing need in full; or

e There is unmet need that cannot be accommodated in neighbouring areas, as established

through Statements of Common Ground (see Para 11b and Footnote 6); and/or

o It reflects growth ambitions linked to economic development or infrastructure, which for instance

might justify planning for higher housing provision. This is now explicitly recognised in the NPPF.

The insertion of references to an ‘advisory starting point’ are therefore focused on making the
distinction between the assessment of housing need (which neither takes account of land availability,
constraints, policy ambitions or unmet need) and the requirement or target (which does take into
account these factors). It simply confirms the long-standing distinction between these which can be

traced back to the Hunston Properties judgement in the Court of Appeal in 2013.13

12 MHCLG (April 2021) Government’s response to the local housing need proposals in ‘Changes to the current planning
system’

13 St Albans Council v Hunston Properties [2013] EWCA Civ 1610
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This Local Housing Needs Assessment provides an assessment of housing need. The housing
needs assessment has to be undertaken on a ‘unconstrained’ basis, i.e. setting aside development
constraints. Constraints are then however overlaid by the Councils through the plan-making
process in determining if housing need can be met in full, and setting the housing requirement/

target. It is not the role of this LHNA to set the housing requirement.

Standard Method Calculations for SW Herts

The analysis below considers the level of local housing need for South West Herts using the
Standard Method. The methodology for calculating housing need is clearly set out by Government
in Planning Practice Guidance and follows a four-step process worked through in the following sub-
sections. We consider first the implications of use of the 2014-based Household Projections, which

is required in the Planning Practice Guidance.

Step One: Setting the Baseline

The first step in considering housing need against the Standard Method is to establish a
demographic baseline of household growth. This baseline is drawn from the 2014-based
Household Projections and should be the annual average household growth over a ten-year period,
with the current year being the first year i.e. 2023 to 2033. This results in growth of 28,901
households (2,890 per annum) over the ten-year period.

Although this figure is calculated over a ten-year period from 2023 to 2033, Paragraph 12 of the
PPG states that this average household growth and the local housing need arising from it can then

“be applied to the whole plan period” in calculating housing need.

Step Two: Affordability Adjustment

The second step of the standard method is to consider the application of an uplift on the
demographic baseline, to take account of market signals (i.e. relative affordability of housing). The
adjustment increases the housing need where house prices are high relative to workplace incomes.
It uses the published median affordability ratios from ONS based on workplace-based median

house price to median earnings ratio for the most recent year for which data is available.

Local af fordability ratio — 4
4

Adjustment factor = ( ).1‘ 02541

The latest (workplace-based) affordability data is for 2022 and was published by ONS in March
2023. The Government’s Guidance states that for each 1% increase in the ratio of house prices to
earnings, above 4, the average household growth should be increased by 6.25%, with the

calculation being shown below. For South West Herts, the ratio for 2022 ranges from 13.17 in
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Three Rivers up to 18.44 in St Albans, giving an uplift of between 57% and 90% - this leads to a

housing need of 4,862 dwellings per annum.

Step Three: The Cap

The third step of the Standard Method is to consider the application of a cap on any increase and

ensure that the figure which arises through the first two steps does not exceed a level which can be

delivered. There are two situations where a cap is applied:

e The first is where an authority has reviewed their plan (including developing an assessment of

housing need) or adopted a plan within the last five years. In this instance the need may be

capped at 40% above the requirement figure set out in the plan.

The second situation is where plans and evidence are more than five years old. In such

circumstances a cap may be applied at 40% of the higher of the projected household growth

(step 1) or the housing requirement in the most recent plan, where this exists.

In all areas in South West Herts outside Watford this points to a 40% cap on the household
projections. In Watford, the need is capped at 40% above the housing requirement figure in the

Plan of 784 dpa, and therefore no cap is applicable.

Step Four: Urban Uplift

The fourth and final step in the calculation means that the 20 largest urban areas in England are
subject to a further 35% uplift. This uplift ensures that the Governments stated target of 300,000
dwellings per annum is met and that “homes are built in the right places, to make the most of
existing infrastructure, and to allow people to live nearby the service they rely on, making travel
patterns more sustainable.” (Paragraph: 035 Reference ID: 2a-035-20201216). None of the

authorities in South West Herts are listed within the top 20 urban areas in the country and therefore

there is no additional uplift.

Standard Method Calculation using 2014-based Household Projections

The table below works through the Standard Method calculations for the study area and each local

authority at the time when this Study was prepared. This confirms a minimum local housing need
for 4,045 dwellings per annum across South West Herts; ranging from 637 homes a year in Three

Rivers up to 1,017 in Dacorum.
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Table 5.1 Standard Method Housing Need Calculations using 2014-based Household
Projections (2023)

Watford

Households 2023 69,134 45,302 63,651 40,162 44,158 | 262,407
Households 2033 76,401 50,490 69,990 44,710 49,717 | 291,308
Change in households 7,267 5,188 6,339 4,548 5,559 28,901
Per annum change 727 519 634 455 556 2,890
Affordability ratio (2022) 13.86 14.39 18.44 13.17 14.21
Uplift to household growth 62% 65% 90% 57% 64%
Uncapped need (per annum) 1,175 856 1,206 715 911 4,862
Capped need 1,017 726 887 637 91114

4,178

It is notable that the cap affects all of the local authorities in SW Herts besides Watford. The effect
of this is to cap the affordability uplift which is applied within the calculation and reduce the
minimum housing need by 14% across SW Herts as a whole.

Planning Practice Guidance sets out that the standard method figures may change over time as the
inputs are variable and therefore the number needs to be kept under review. It is fixed for two
years on submission of the Plan for examination. These changes are however often modest; and
tend to be more significant only where the affordability calculation changes.

However for the SW Herts authorities, the effect of the cap means that any short-term
improvements in affordability (or conversely any deterioration) is unlikely to have any material
effect on the minimum local housing need as it will not reduce the capped figure. For example,
taking Three Rivers the latest provision data indicates that the house price to earnings ratio has
marginally improved from 13.2 to 12.5. This would reduce the affordability uplift applied from 57%
to 53% and generated an uncapped housing need figure of 698 dpa; however this is still above the

capped figure of 637 dpa and therefore the minimum local housing need does not change.

The introduction of the standard method has standardised the method for calculating the
affordability uplift within the calculation of housing need. Iceni is not aware of any Local Plans
which have been examined against the 2018 NPPF (or subsequent iterations) which have

successfully argued in favour of using any alternative approach to calculating the affordability uplift.

14 Watford’s adopted Plan sets out a housing requirement of 784 dpa and it is this figure, rather than the local housing need,
which is expected to be used for monitoring housing land supply where relevant.

5 1D: 2a-008-20190220
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The LHNA thus focuses on interrogating the demographic inputs to the calculation which are taken
forwards in the next Section.

Updating the Calculations for 2023 Affordability Ratios

New affordability data was released by ONS on 25" March 2024 just prior to the finalisation of this
LHNA. These show that the uncapped need across SW Herts has dropped by 3% - from 4,862 to
4,711 dpa — but that taking account of the cap, the minimum Local Housing Need has barely
changed: falling from 4,178 to 4,122 dpa. This is a 1.4% difference which has is considered to have
no fundamental effect on the wider conclusions on this report.

Table 5.2 Standard Method Housing Need Calculations using 2014-based Household
Projections (2024)

St Three Watford
Albans Rivers

Households 2024 69,859 45,813 64,294 40,607 44,717 | 265,290
Households 2034 77,114 51,031 70,612 45,179 50,280 | 294,216
Change in households 7,255 5,218 6,318 4,572 5,563 28,926
Per annum change 726 522 632 457 556 2893
Affordability ratio (2023) 13.12 14.49 17.61 12.11 12.45 -
Uplift to household growth 57% 66% 85% 51% 53%
Uncapped need (per annum) 1,139 864 1,169 689 850 4,711
Capped need 1,016 731 885 640 850 4,122

Councils need to take account of changes up to the point of submission of a Local Plan at which
point the figures are ‘fixed’ for a period of two years. The Councils will need to monitor changes
over time, which arise particularly on release of new affordability data each March.

64



6.1

6.2

6.3

6.4

DEMOGRAPHIC REVIEW AND IMPLICATIONS FOR OVERALL
HOUSING NEED

Scope for Divergence from the Standard Method

Table 5.1 sets out housing need using the Standard Method and whilst this is a relevant
consideration Planning Practice Guidance does allow for divergence from these figures (in both an

upward and downward direction) where exceptional circumstances can be demonstrated.

The December 2023 revisions to the NPPF set out that such exceptional circumstances may relate
to the particular demographic characteristics of an area which may justify an alternative approach;
in which case the alternative approach should also reflect current and future demographic trends

and market signals. This is set out in Para 61.

It is also relevant to consider Government’s Guidance on this topic. This can be found in Planning
Practice Guidance 2a on ‘Housing and Economic Needs Assessments’ and below are some key

quotes for the purposes of this document.

“Is the use of the standard method for strategic policy making purposes mandatory?

No, if it is felt that circumstances warrant an alternative approach but authorities can expect
this to be scrutinised more closely at examination. There is an expectation that the standard
method will be used and that any other method will be used only in exceptional
circumstances." - Paragraph: 003 Reference ID: 2a-003-20190220.

"If authorities use a different method how will this be tested at examination?

Where an alternative approach results in a lower housing need figure than that identified
using the standard method, the strategic policy-making authority will need to demonstrate,
using robust evidence, that the figure is based on realistic assumptions of demographic
growth and that there are exceptional local circumstances that justify deviating from the
standard method. This will be tested at examination. Any method which relies on using
household projections more recently published than the 2014-based household projections
will not be considered to be following the standard method." - Paragraph: 015 Reference ID:
2a-015-20190220 (whole paragraph not replicated).

Paragraph 2a-010 also sets out circumstances where it might it be appropriate to plan for a higher

housing need figure than the standard method indicates; this includes noting that the method:

‘does not attempt to predict the impact that future government policies, changing economic
circumstances or other factors might have on demographic behaviour. Therefore, there will
be circumstances where it is appropriate to consider whether actual housing need is higher
than the standard method indicates'.
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NPPF Para 67 now sets out that the requirement figure within a Plan may be higher than the
identified housing need if, for example, it includes provision for neighbouring areas, or reflects

growth ambitions linked to economic development or infrastructure investment.

National policy and guidance are therefore quite clear: there is an expectation that the 2014-based
Sub-National Household Projections (SNHP) and the standard method should be used but that an

alternative approach can be applied where exceptional circumstances can be demonstrated. When
using an alternative approach, it is necessary to take account of demographic growth and market

signals, but this cannot include simply using more recent versions of published SNHP.

The PPG does not specifically set out examples of exceptional circumstances, but it is considered

(having regard to the NPPF amendments) that there are likely to be two main considerations:

e Firstly, that demographic data on which projections are based is demonstrably wrong and cannot
realistically be used for trend-based projections on which the Standard Method is based; and

e Secondly that demographic trends have changed so much that it is unrealistic to use a set of

projections based on information in a trend period to 2014, which is now over 9-years old.

The analysis below principally focuses on population projections as these are the main driver of
household growth. The analysis additionally does not seek to challenge the market signals
(affordability) element of the Standard Method.

Data used in 2014-based projections

On the 22" March 2018 ONS released revised population estimates for England and Wales: mid-
2012 to mid-2016. The main justification ONS listed for this were that improvements had been
made to international emigration and foreign armed forces dependents and that the distribution of

people aged in their 20s and 30s has changed more than for other age groups.

By updating previous estimates of population change and migration (including in the period 2011-
14) ONS were essentially changing the data used to underpin part of the 2014-based projections. It
is therefore worthwhile seeing how significant these changes were for South West Herts and if

updated information points to the 2014-based Projections as being substantially wrong.

The table below shows estimated population in 2014 from the original and revised Mid-Year
Estimates (MYE) (as revised by ONS in 2018). For the whole of South West Herts the revised
population estimate for 2014 is slightly higher than for previous data (data used for the 2014-
SNPP). This would actually suggest the 2014-based projections could have slightly underestimated

population growth, except in Dacorum. However, the scale of difference, both overall and for
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individual authorities is not at all substantial and would be unlikely to have a notable impact on

projections. This factor alone does not therefore justify deviation from 2014-based Projections.

Table 6.1 Original & Revised Estimate of Population in 2014 — South West Herts

Original estimate Revised estimate Difference
Dacorum 149,741 149,515 -226
Hertsmere 102,427 102,540 113
St Albans 144,834 145,208 374
Three Rivers 90,423 90,525 102
Watford 95,505 95,553 48
South West Herts 582,930 583,341 411

Source: ONS

Population Trends

The analysis below looks at population trends across the study area. Two main sources are initially

used, these are:

e MYE (unadjusted) — unadjusted ONS mid-year population estimates (MYE) — these are
estimates of population made by ONS through its tracking of births, deaths and migration from
2021. This is an important source as the data contained within this data source (notably about
migration) is likely to be used by ONS as part of the next round of population projections (2021-
based SNPP); and

e MYE (Census adjusted) — these are estimates of population in 2021 that take account of 2021
Census data. Essentially, ONS use the Census (which dates from March 2021) and roll forward
to mid-year estimates based on births, deaths and migration in the subsequent 3 month period.
The Census adjusted MYE replace the unadjusted figures as the ONS view of population in
2021.

Eventually, ONS will revise the full back series of data from 2011 to take account of the new 2021
MYE. However, at the time of writing this had not been done; and so there are only two reasonable
data points (2011 and 2021) — much of the analysis to follow therefore looks at trends in this 10-

year period.
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A Note on Demographics

With demographic data, births and deaths tend to be well recorded as there are legal requirements to
register births and deaths. Migration can be more difficult to accurately record as people and households
are not required to officially register when they move home or to an area. Between Censuses, ONS model
migration using a range of administrative data sources. Census data trends however tend to be more
reliable and therefore ONS typically review its back series of MYE estimates following the publication of

Census data.

The standard method is informed by 2014-based demographic projections. In this section we are
examining whether the trends that have actually occurred in the intervening period (2014-21) are
substantially different from those projected back in 2014; and then considering whether this
divergence is influenced by factors which are specific to SW Herts (i.e. locally exceptional factors)
or relate to changes in demographic trends more broadly (which we consider would be less likely to

constitute exceptional circumstances for divergence, as they are not ‘exceptional’).

One way of considering this is to compare data for 2021 with recently published Census data and
also MYE data (prior to a Census adjustment). Comparisons are made for both population (as this

underpins the household projections) and household estimates.

The table below shows population figures for 2011 and 2021 from these sources. The data shows
the 2014-based projections had projected the population of South West Herts to reach 627,688 by
2021 and ONS in their monitoring of data had actually estimated (in the MYE timeseries) a
substantially lower population figure (599,617). Following publication of the 2021 Census, ONS has
revised upwards slightly its estimate of population in 2021 to 608,366: but this is a figure still some
way below where the 2014-SNPP had projected.

Table 6.2 Estimated Population in 2011 and 2021 — range of sources — South West

Herts
2011 2021 Change % change
2014-based SNPP/SNHP 565,499 627,668 62,169 11.0%
MYE (unadjusted) 565,499 599,617 34,118 6.0%
MYE (Census adjusted) 565,499 608,366 42,867 7.6%
Source: ONS

There is clearly a notable difference between the projections as used in the Standard Method and
the reality of what seems to have happened in the 2011-21 period. It is evident that population
growth has been notably weaker than shown in the 2014-based Projections. Whilst nationally the
same trend has been seen (see table below) it is the case that differences in South West Herts are

more marked than across England.
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Table 6.3 Estimated Population in 2011 and 2021 - range of sources — England

2011 2021 Change % change
2014-based SNPP/SNHP 53,107,200 57,248,400 4,141,200 7.8%
MYE (unadjusted) 53,107,200 56,536,400 3,429,300 6.5%
MYE (Census adjusted) 53,107,200 56,334,700 3,227,600 6.1%

Source: ONS

The table below shows the same information for each local authority in SW Herts. In each case, the
2014-SNPP shows the highest level of population growth. It is also notable that areas do differ
substantially in terms of the two different MYE estimates of population in 2021. In particular for
Watford, whereas the ONS monitoring of data estimated a population of 95,900 in 2021, this was

revised substantially upwards as a result of Census data (to 102,500).

Table 6.4 Estimated Population in 2011 and 2021 -range of sources —local authorities

2011 2021 Change @ % change
Dacorum 2014-based SNPP/SNHP 145,298 160,570 15,272 10.5%
MYE (unadjusted) 145,298 155,622 10,324 7.1%
MYE (Census adjusted) 145,298 155,217 9,919 6.8%
Hertsmere 2014-based SNPP/SNHP 100,379 109,318 8,939 8.9%
MYE (unadjusted) 100,379 105,325 4,946 4.9%
MYE (Census adjusted) 100,379 108,105 7,726 7.7%
St Albans 2014-based SNPP/SNHP 141,248 155,580 14,332 10.1%
MYE (unadjusted) 141,248 148,912 7,664 5.4%
MYE (Census adjusted) 141,248 148,641 7,393 5.2%
Three 2014-based SNPP/SNHP 87,921 96,432 8,511 9.7%
Rivers MYE (unadjusted) 87,921 93,853 5,932 6.7%
MYE (Census adjusted) 87,921 93,952 6,031 6.9%
Watford 2014-based SNPP/SNHP 90,653 105,769 15,116 16.7%
MYE (unadjusted) 90,653 95,905 5,252 5.8%
MYE (Census adjusted) 90,653 102,451 11,798 13.0%
South West  2014-based SNPP/SNHP 565,499 627,668 62,169 11.0%
Herts MYE (unadjusted) 565,499 599,617 34,118 6.0%
MYE (Census adjusted) 565,499 608,366 42,867 7.6%

Source: ONS

On the basis of the data above, the first question to consider is to test which of the two MYE figures
look to be most realistic as this will determine the trend in population growth in the 2011-21
decade. For this we are particularly interested in how population has changed rather than absolute
numbers and one source we can look at is the Patient Register (PR) data. The PR measures the
number of patients registered at NHS GP surgeries. Typically the PR shows higher estimates of
population than other sources as some people are registered in more than one place (e.g. if they
have moved home, registered with a new GP but not unregistered with a previous one). The PR

can however be a good source to look at changes over time.
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The table below shows estimated population growth in both the MYE and the PR for each area
along with the East of England region and England — the data for this analysis covers the 2011-20
period. For South West Herts as a whole, the data shows an increase in the number of people on
the PR of 67,900 over the 9-year period, compared with 35,400 in the MYE, and a higher figure
from Census data (albeit we do not have a 2020 figure from the Census). This would potentially

point to issues with population change shown by the MYE.

Table 6.5 Comparing ONS mid-year population estimates with estimates of population

from the Patient Register

2011 2020 Change % change
Dacorum MYE 145,300 155,490 10,190 7.0%
Patient Register 148,580 164,150 15,570 10.5%
Hertsmere MYE 100,390 105,520 5,130 5.1%
Patient Register 106,660 117,880 11,220 10.5%
St Albans MYE 141,250 149,330 8,080 5.7%
Patient Register 148,160 162,810 14,650 9.9%
Three MYE 87,920 93,960 6,040 6.9%
Rivers Patient Register 91,370 100,130 8,760 9.6%
Watford MYE 90,690 96,610 5,920 6.5%
Patient Register 94,490 112,220 17,730 18.8%
South West = MYE 565,550 600,910 35,360 6.3%
Herts Patient Register 589,260 657,190 67,930 11.5%
East of MYE 5,862,420 6,269,170 406,750 6.9%
England Patient Register 6,026,910 6,697,610 670,700 11.1%
England MYE 53,107,200 56,550,160 3,442,960 6.5%
Patient Register 55,312,750 60,870,990 5,558,240 10.0%

Source: ONS

Taking the whole of SW Herts, the East of England and England, it can be seen that growth shown
in the PR is typically around 60% higher than shown in the MYE, although this does vary for
individual areas. It is not entirely clear why proportionate growth in the PR is higher than the MYE,
but is likely to be linked to people still appearing on GP system despite having registered with a
new GP — the analysis of Patient Registers is useful and interesting but has to be recognised as

being influenced by the quality of data provided by GPs.

For Watford, the Patient Register data provides supporting evidence that MYE timeseries data has

under-estimated population growth quite substantially.

For the purposes of comparison the table below shows (adjusted) PR population growth at 62.5%
of the level recorded (i.e. broadly consistent with regional and national difference from MYE and
calculated as 100+160), which is again compared with the change recorded in the 2021 MYE

(adjusted for Census data).
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These estimates, based on adjusted patient register data, shows a closer alignment with the
Census adjusted data than the MYE (unadjusted) data, although with some differences for specific
authorities. In interpreting the data below it needs to be remembered the PR data is for a 9- and not
a 10-year period but it is nonetheless helpful to consider how the two datasets align and assess
whether there are particularly substantial differences. There is a greater difference shown for St
Albans, which could indicate that the 2021 Census data under-estimated the population growth, or
there could be particular issues with the Patient Register data for this Authority. It is difficult to draw

precise conclusions on this based on the quality of data available.

Table 6.6 Comparing estimated population change in mid-year population estimates

and with adjusted Patient Register data (note different time periods)

MYE Census PR (adjusted) — Difference
adjusted (2011-21) 2011-2020
Dacorum 9,919 9,731 -188
Hertsmere 7,726 7,013 -713
St Albans 7,393 9,156 1,763
Three Rivers 6,031 5,475 -556
Watford 11,798 11,081 =717
South West Herts 42,867 42,456 -411

Source: Derived from ONS data

Overall, it is concluded from this analysis that levels of population change shown by the Census

are more likely to be realistic than previous ONS estimates (through the MYE).
The Census population change, whilst higher than the MYE is still some way lower than was
projected in the 2014-SNPP and so the analysis now moves on to see if this lower growth can be

considered as exceptional and therefore point to a lower housing need.

Components of Population Change

The analysis above points to population growth in SW Herts in the period to 2021 as being notably
lower than had been projected in the 2014-based projections. The analysis below looks at the

reasons for this difference with population growth being split into two broad components of change:

¢ Natural change (births minus death); and

e Implied net migration — by subtracting natural change from total change in population an estimate
of net migration can be generated. This has been called ‘implied’ as the data is not directly drawn

from ONS monitoring of migration and therefore could differ slightly from that source

For South West Herts as a whole, the analysis shows a significant reduction in natural change
from the level projected in the 2014-SNPP. In the 2011-21 period the 2014-SNPP projected for
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there to be around 32,000 more births than deaths, but actual recording of this data shows a figure

of just 25,300. All areas see a lower level of natural change than was projected.

Net migration figures are also notably lower in the recorded trend than was projected — net
migration was projected to run at 30,200 over the 2011-21 decade, but actually recorded as
17,600. Again for all areas net migration looks to have been lower than was projected (albeit with

very little difference in Hertsmere).

Table 6.7 Broad components of population change (2011-21) — South West Herts

Population Natural Implied net
change 2011- change migration
21
Dacorum 2014-based SNPP/SNHP 15,272 7,463 7,809
MYE (Census adjusted) 9,919 6,228 3,691
Difference 5,353 1,235 4,118
Hertsmere 2014-based SNPP/SNHP 8,939 4,386 4,553
MYE (Census adjusted) 7,726 3,335 4,391
Difference 1,213 1,051 162
St Albans 2014-based SNPP/SNHP 14,332 9,050 5,282
MYE (Census adjusted) 7,393 6,458 935
Difference 6,939 2,592 4,347
Three 2014-based SNPP/SNHP 8,511 2,830 5,681
Rivers MYE (Census adjusted) 6,031 2,207 3,824
Difference 2,480 623 1,857
Watford 2014-based SNPP/SNHP 15,116 8,285 6,831
MYE (Census adjusted) 11,798 7,087 4,711
Difference 3,318 1,198 2,120
South West | 2014-based SNPP/SNHP 62,170 32,014 30,156
Herts MYE (Census adjusted) 42,867 25,315 17,552
Difference 19,303 6,699 12,604

Source: Derived from ONS data

The question to follow is whether or not this is exceptional and below we consider each of these

two broad components of change.

Firstly the figures below present data for natural change. The information shown is the recorded
trend and the trajectory projected in the 2014-SNPP — data is provided for both South West Herts
(SWH) and England. From this it is clear that the general trend across SWH is similar to England
and whilst the trend has moved significantly away from the projection, a similar pattern can be seen
for both areas. On this basis it is not considered there is anything exceptional about the
reduction in natural change in the study area: whilst this is a clear demographic

phenomenon, it is seen nationally and across a range of areas across England. If reduced
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natural change was to constitute exceptional circumstances, there would be a case for deviation

from the standard methodology for many local authorities across England.

Figure 6.1 Past Trends and Future Projections of Natural Change — South West Herts
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Figure 6.2 Past Trends and Future Projections of Natural Change — England
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For net migration, it is difficult to provide charts similar to those above. This is because we have

looked at implied net migration based on the difference between population growth and natural

change over the 2011-21 period. Therefore no equivalent time series of data exists. However, it is

possible to look at data for this whole 10-year period to see if national figures have seen a

significant decline (as is the case in South West Herts).
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For clarity, the analysis above pointed to net migration in the 2011-21 period being around 17,600
people, but the 2014-SNPP had projected this to be 30,200. For England, the 2014-SNPP
projected net migration to be 201,800 per annum (2011-21) and the recorded trend is actually
slightly higher (but not dissimilar) at 209,700 per annum.

Hence the reduction in net migration across the study area, and the scale of it, is arguably
exceptional in a local context and in demographic terms. However before consideration is given to
whether exceptional circumstances exist, there is a need to consider the reasons why net migration

may have been lower.

Housing Completions

The analysis above suggests there has been a shift in levels of migration in the 2011-21 period
with the analysis below looking to see if lower levels of migration might be due to low levels of
completions, essentially if homes are not built then the opportunity for households to move to an

area is reduced. We have looked at three time periods:

e 2009-14 —the five year period to 2014 reflecting the main trend period used by ONS in the 2014-

based projections;

e 2016-21 - the last five years (to provide a consistent time period to above and to compare with
it);

e 2011-21 — aten year period used to reflect that much of the data assessed has these two dates

as data points (due to the Census).

Overall, the data suggests completions have actually been stronger in the recent past than in the
2009-14 period (Watford being the only exception).

Table 6.8 Average net housing completions for arange of time periods

2009-14 2016-21 2011-21
Dacorum 359 600 500
Hertsmere 272 499 396
St Albans 346 460 409
Three Rivers 132 216 208
Watford 501 325 347
South West Herts 1,610 2,100 1,859

Source: Data supplied by Councils

Consideration however also needs to be given to how completions sit against the projected
household growth in the 2014-based Household Projections. This is particularly important in a

context in which Government has previously set out its view (see Para 4.6) that:
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e Household projections are constrained by housing supply: if new homes are not suppled,

households are unable to form; and the projections are trend-based; and

e The historic under-delivery of housing means there is a case for public policy supporting delivery

in excess of household projections, even if those projections fall.

The table below shows that over the 2011-21 decade, net completions fell 34% below the projected
household growth in the 2014-based Household Projections. Completions were patrticularly low in

relative terms in Three Rivers and Watford; but also in St Albans and Dacorum.

There is a correlation between lower relative delivery and the progress of development plans,

specifically:

e Dacorum adopted its Core Strategy in 2013 and a Site Allocations Development Plan Document
(DPD) in July 2017, but the CS fell short of meeting needs in full and was subject to a ‘partial

review’ requirement which was originally intended to be adopted by 2017/18;

e Hertsmere adopted a Core Strategy in January 2013, following by an Area Action Plan (AAP) for
the Elstree Corridor; and a Site Allocations and Development Management policies DPD in
November 2016. The Core Strategy housing provision was based on the East of England Plan
and was adopted with the expectation that housing need should be re-assessed and an early

partial review would be undertaken within 3 years (which hasn’t been achieved);

e St Albans last adopted a local plan in 1994. It has one of the oldest local plans of local authorities

across England;

e Three Rivers adopted its Core Strategy in 2011 (prior to the NPPF) and a Site Allocations Plan
in 2014. Housing provision within these were based on the East of England Plan rather than an

up-to-date assessment of housing need;

e Watford adopted a new Local Plan in October 2022, after the period considered. Prior to this, it
had a Core Strategy which was adopted in January 2013 — the requirement within which was

based on the East of England Plan and Watford’s capacity evidence.

Dacorum, Hertsmere and Watford are therefore the only authorities with a post-NPPF Plan within
the sub-region. However Dacorum’s plan did not fully meet needs and was subject to a
requirement for a review to address this; whilst Hertsmere’s Core Strategywas not informed by an

up-to-date assessment of housing need.

Watford is the only local authority which has been examined since the introduction of the standard
method in 2018. In other areas, plans are more than a decade old and there has been a lack of an

up-to-date planning framework, and in the context of strategic constraints to development
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(including Green Belt) it is reasonable to conclude that a lack of housing supply will have influenced
the lower migration. There is a correlation between the scale of under-delivery and the scale of
lower migration, which is logical — as migration can be constrained by housing delivery. Across the

sub-region housing delivery fell below projected household growth by a third.

Table 6.9 Completions compared to Projected Household Growth, 2011-21

Annual average Actual Delivery (Net 2014 Projections Delivery as %
figures Completions) (Household Growth) Projected
Household Growth

Dacorum 500 752 67%
Hertsmere 396 438 90%

St Albans 409 602 68%

Three Rivers 208 393 53%
Watford 347 624 56%

South West Herts 1859 2,808 66%

Source: LPA Monitoring Data/ 2014 Household Projections

For reference, the table below provides a similar analysis for the more recent 5 year period. A
similar picture is evident, with annual housing delivery in line with the projected household growth
in Hertsmere; but with lower delivery in the other authorities, and in particular in Three Rivers and
Watford.

Table 6.10 Completions compared to Projected Household Growth, 2016-21

Annual average Actual Delivery (Net 2014 Projections Delivery as %

figures Completions) (Household Growth) Projected Household
Growth

Dacorum 600 768 78%

Hertsmere 499 501 100%

St Albans 460 665 69%

Three Rivers 216 430 50%

Watford 325 606 54%

South West Herts 2,204 2970 74%

Source: LPA Monitoring Data/ 2014 Household Projections

Alternative Population and Household Projections

The analysis above suggests that there has been a shift in levels of migration in the 2011-21
period. It is an evident demographic trend, but does appear to have been influenced by land supply

and planning constraints.

We consider in this sub-section the notional implications of modelling forward the lower population

growth implied by more recent projections.
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Essentially, we have tested what population change and household growth might be if we modelled
a lower level of migration. Because the trends in natural change are not exceptional, figures for this
continue to be drawn from the 2014-based projections, whilst concerns about supressed household
formation being included in recent trends (and in projections developed since 2014) mean that data
about household representation (the chances of a person of a particular age being a ‘head of
household’ also continues to be drawn from 2014-based projections. In summary the method used
has been to:

e Setup a model using 2014-based data — this means that we maintain the higher levels of natural

change and also the more positive Household Representative Rate (HRR) data; and

¢ Reduce migration in the modelling by the estimated difference between the 2014-SNPP and the
observed trend. As noted, across SWH this is around 1,260 per annum with individual LA figures
being (Dacorum — 412, Hertsmere — 16, St Albans — 435, Three Rivers — 186, Watford — 212).

This modelling gives the following estimates of household growth (2023-33) to which we have
added an adjustment based on the latest affordability ratio and also a capped adjustment of 40%.
With the uncapped figures the need drops from 4,862 dpa in the Standard Method to 3,934 dpa
based on the uncapped figures in the updated projections.

If the alternative projection is capped, the reduction in need is more notable (reducing by 759
dwellings per annum). We do not however consider this to be a robust or justifiable approach, as it
is applying a capped affordability uplift to a constrained (and thus effectively capped) figure for
household growth, and does not represent an approach which considers the unconstrained
housing need as required by the PPG.

There are differences for authorities with the uncapped need being slightly lower than the Standard
Method in all areas apart from Hertsmere; and the capped need being notably lower (apart from in
Hertsmere).

Table 6.11 Standard Method Housing Need Calculations with remodelled projections
(including 2022 affordability ratios)

Dac- Herts- St Three = Watfor SWH

orum mere Albans = Rivers d
SM as published — Uncapped 1,175 856 1,206 715 911 4,862
SM as published — Capped 1,017 726 887 637 778 4,046
Change in households (pa) 546 512 449 379 462 2,348
Uncapped need 882 844 854 596 757 3,934
Difference in uncapped need -293 -12 -352 -119 -154 -928
Capped need 764 716 629 530 647 3,287
Difference in capped need -253 -10 -258 -107 -131 -759

Source: Demographic projections; and affordability uplift from Table 5.1
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The largest relative differences between the calculations using the alternative projections and those
using the standard method are in St Albans and Dacorum. However both authorities have seen
sustained house price inflation; have market signals which point to comparatively strong housing
demand and high affordability barriers and as a result have seen declining home ownership. They
have both seen trend-based housing growth which is below the national average and out of context
with the wider demand evidence.

Drawing the evidence together, Iceni does not consider that there is a strong ‘exceptional
circumstances’ case to justify the use of the figures in this table, and in particular the capped need,
given the lack of an up-to-date (post standard method) planning policy framework in many areas
which is focused on meeting objectively assessed housing need over the period from which the
projections were derived and evidence of historical constraints on housing supply which will have

constrained net migration to the area and growth in home ownership.

Relationship to Forecast Economic Growth

The analysis to follow considers the relationship between housing and economic growth; seeking to
understand what level of jobs might be supported by changes to the local labour supply (which will
be influenced by population change). To look at estimates of the job growth to be supported, a

series of stages are undertaken. These can be summarised as:

e Estimate changes to the economically active population (this provides an estimate of the change

in labour-supply);

e Overlay information about commuting patterns, double jobbing (i.e. the fact that some people
have more than one job) and potential changes to unemployment; and

e Bringing together this information will provide an estimate of the potential job growth supported

by the population projections.

To inform this analysis we have developed bespoke demographic projections which align to a) the
minimum level of housing need shown in the standard method; and b) the level of housing need
shown by the 2014-based demographic projections, these are further detailed in Appendix A2.
The latter has been modelled to test the implications of lower housing provision on workforce
growth to help inform decisions on housing provision as part of the plan making process. It does

not imply that this is a suitable assessment of overall housing need.

Growth in Resident Labour Supply
The approach taken in this report is to derive a series of age and sex specific economic activity
rates and use these to estimate how many people in the population will be economically active as

projections develop. This is a fairly typical approach with data being drawn in this instance from the
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Office for Budget Responsibility (OBR) — July 2018 (Fiscal Sustainability Report) — this data has
then been rebased to information in the 2021 Census (for an updated estimate of the number of

people who are economically active).

The table below shows the assumptions made for the HMA with data specific to local authorities
being used in the modelling. The analysis shows that the main changes to economic activity rates
are projected to be in the 60-69 age groups — this will to a considerable degree link to changes to
pensionable age, as well as general trends in the number of older people working for longer (which

in itself is linked to general reductions in pension provision).

Table 6.12 Projected changes to economic activity rates (2021 and 2041) — South West

Herts
Males Females
2021 2041 Change 2021 2041 Change
16-19 31.0% 30.9% -0.1% 32.5% 32.4% -0.1%
20-24 80.8% 80.5% -0.3% 77.4% 77.2% -0.2%
25-29 90.4% 90.4% 0.0% 84.3% 84.3% 0.0%
30-34 92.3% 92.1% -0.2% 82.3% 82.9% 0.5%
35-39 93.1% 92.7% -0.4% 81.6% 83.1% 1.5%
40-44 93.0% 91.7% -1.3% 82.2% 85.3% 3.1%
45-49 92.3% 91.6% -0.7% 82.4% 86.6% 4.2%
50-54 89.9% 89.0% -0.9% 80.3% 83.8% 3.5%
55-59 83.9% 83.4% -0.5% 73.7% 75.8% 2.1%
60-64 70.2% 77.0% 6.8% 56.9% 65.4% 8.5%
65-69 38.2% 51.1% 12.8% 26.5% 42.2% 15.6%
70-74 17.7% 19.9% 2.3% 9.6% 16.2% 6.6%
75-89 6.7% 7.6% 0.9% 3.0% 6.0% 3.0%

Source: Based on OBR and Census data

Working through an analysis of age and sex specific economic activity rates it is possible to
estimate the overall change in the number of economically active people in the study area — this is
set out in the table below. The analysis shows that the projection linked to 2014-based household
growth results in an increase in the economically-active population of 63,600 people — a 20%
increase. Linked to the Standard Method, the increase is higher (79,400 people — 25%). This arises
as in the modelling of the demographic implications of the standard method, we have modelled an
improvement in household formation (with age specific household formation for younger

households for instance modelled to move back towards the 2011 position).
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Table 6.13 Estimated change to the economically active population (2021-41) — linked
to 2014-based household growth

Economically Economically | Total change in % change
active (2021) active (2041) economically
active

Dacorum 80,748 95,714 14,966 18.5%
Hertsmere 55,584 66,303 10,719 19.3%
St Albans 75,994 90,321 14,327 18.9%
Three Rivers 49,133 58,966 9,833 20.0%
Watford 55,926 69,654 13,727 24.5%
South West 317,386 380,958 63,572 20.0%

Herts
Source: Derived from demographic projections

Table 6.14 Estimated change to the economically active population (2021-41) - linked
to Standard Method

Economically Economically @ Total change in % change
active (2021) active (2041) economically
active

Dacorum 80,748 99,493 18,744 23.2%
Hertsmere 55,584 69,355 13,771 24.8%
St Albans 75,994 93,529 17,535 23.1%
Three Rivers 49,133 61,962 12,829 26.1%
Watford 55,926 72,463 16,537 29.6%
South West 317,386 396,803 79,417 25.0%

Herts
Source: Derived from demographic projections

Linking Changes to Resident Labour Supply and Job Growth

6.56 The analysis above has set out potential scenarios for the change in the number of people who are
economically active. However, it is arguably more useful to convert this information into an estimate
of the number of jobs this would support. The number of jobs and resident workers required to

support these jobs will differ depending on three main factors:

¢ Commuting patterns — where an area sees more people out-commute for work than in-commute
it may be the case that a higher level of increase in the economically active population would be
required to provide a sufficient workforce for a given number of jobs (and vice versa where there

is net in-commuting);

e Double jobbing — some people hold down more than one job and therefore the number of workers

required will be slightly lower than the number of jobs; and

e Unemployment — if unemployment were to fall then the growth in the economically active

population would not need to be as large as the growth in jobs (and vice versa
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Commuting Patterns

The two tables below show summary data about commuting to and from South West Herts (and
local authorities) from the 2011 and 2021 Census. The 2011 data is presented as well as 2021
data as the most up-to-date information is likely to be influenced by Covid-19 resulting in increased

home-based working.

The 2011 data shows the HMA having a level of net out-commuting; the number of people resident
in the area who are working being about 9% higher than the total number who work in the area.
This number is shown as the commuting ratio in the final row of the table and is calculated as the
number of people living in an area (and working) divided by the number of people working in the

area (regardless of where they live). All areas other than Watford see net out-commuting.

The 2021 Census data on the other hand indicates that for the HMA there is a degree of net in-
commuting, with the biggest change being seen in St Albans, which goes from seeing out-
commuting of 16% to in-commuting of 12%. As expected the big difference here is a sizeable

increase in home workers (and those of no fixed workplace).

In interpreting this data it is considered the 2011 data is somewhat dated, whilst data from 2021 is
a reflection of commuting at the point in time of the Census which coincided with a Covid-19
lockdown (when people were encouraged to work from home if they could) and is unlikely to be

fully reflective of current patterns.

It is difficult therefore to draw precise conclusions on commuting dynamics, and we have elected
instead to model what workforce growth would result and the number of jobs which this could
support. Given the inter-relationship between SW Herts authorities and London and public
transport connections between the two, it may be quite reasonable to expect labour supply to

exceed labour demand within individual authorities.

Table 6.15 Commuting patterns (2011)

Daco- Herts- St. Three | Watford SWH
rum mere Albans Rivers
Live and work in Local Authority 27,003 10,378 20,475 7,297 14,428 -
(LA)
Home workers 9,021 6,292 9,411 5,540 4,093 -
No fixed workplace 6,852 4,907 5,303 4,245 4,411 -
In-commute 31,045 28,356 36,629 27,251 24,903 -
Out-commute 23,852 25,276 26,862 18,636 28,814 -
Total working in LA 66,728 46,853 62,051 35,718 51,746 @ 263,096

Total living in LA (and 73,921 49,933 71,818 44,333 47,835 287,840
working)

Commuting ratio 1.11 1.07 1.16 1.24 0.92 1.09
Source: 2011 Census
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Table 6.16 Commuting patterns (2021)

Daco- Herts- St. Three | Watford SWH
rum mere Albans Rivers
Live and Work in District 17,325 7,107 13,304 4,931 10,830 -
Home Workers or No Fixed = 41,861 28,798 45,424 26,326 26,083 -
Workplace
In Commute 16,050 18,795 24,013 12,822 17,074 -
Out Commute 18,029 16,865 14,129 15,688 15,948 -
Total Working in LA 75,236 54,700 82,741 44,079 53,987 @ 310,743

Total Living in LA and 77,215 52,770 = 72,857 @ 46,945 52,861 @ 302,648
Working Anywhere
Commuting Ratio 1.03 0.96 0.88 1.07 0.98 0.97

Source: 2021 Census

Double Jobbing

The analysis also considers that a number of people may have more than one job (double jobbing).
This can be calculated as the number of people working in the HMA divided by the number of jobs.
Data from the Annual Population Survey (available on the NOMIS website) for the past 5-years
suggests that typically about 4.5% of workers in SW Herts have a second job and this has been
used in the assessment.

For the purposes of this assessment it has been assumed that around 4.5% of people will have
more than one job moving forward. A double jobbing figure of 4.5% gives rise to a ratio of 0.955
(i.e. the number of jobs supported by the workforce will be around 4.5% higher than workforce
growth). It has been assumed in the analysis that the level of double jobbing will remain constant

over time.

Unemployment

The last analysis when looking at the link between jobs and resident labour supply is a
consideration of unemployment. Essentially, this is considering if there is any latent labour force
that could move back into employment to take up new jobs. This is particularly important given
there is likely to have been notable increases in unemployment due to Covid-19, although it will be
difficult to be precise about numbers. Given the estimates of economic activity and job growth are
taken from 2021 it is considered that there is no need to include a further adjustment to take
account of the pandemic. Essentially it is assumed that people who lost employment through the

pandemic will have remained economically active in 2021.

There is some evidence nationally that some people, particularly in older age groups, left the labour
force (such as taking early retirement) precipitated by the pandemic. There is a need to monitor
this, given the Government’s desire to draw people who stopped working through Covid back into
the labour force to support economic growth, and consider how effective initiatives to do so are —

particularly in relatively affluent areas such as SW Herts.

82



6.66

6.67

6.68

Jobs Supported by Growth in the Resident Labour Force

The tables below show how many additional jobs might be supported by population growth under
the two projections developed. It is estimated that around 66,600 additional jobs could be
supported by the changes to the resident labour supply over the 2021-41 period when linked to the
2014-based household projections with a higher figure (83,200) if linking to the Standard Method.

Table 6.17 Jobs supported by demographic projections (2021-41) — linked to 2014-

based household growth

Total change in Allowance for double

economically active jobbing
Dacorum 14,966 15,671
Hertsmere 10,719 11,224
St Albans 14,327 15,002
Three Rivers 9,833 10,296
Watford 13,727 14,374
South West Herts 63,572 66,568

Source: JGC and Iceni modelling

Table 6.18 Jobs supported by demographic projections (2021-41) — linked to Standard
Method

Total change in Allowance for double

economically active jobhbing
Dacorum 18,744 19,628
Hertsmere 13,771 14,420
St Albans 17,535 18,362
Three Rivers 12,829 13,434
Watford 16,537 17,316
South West Herts 79,417 83,159

Source: JGC and Iceni modelling

Comparison of Labour Demand and Supply

Next we have sought to consider whether projections of jobs growth could drive demand for higher
numbers of homes. To do this, we have compared the potential labour supply which could be
supported by the two scenarios considered above with a projection of employment growth (net
changes in total employment) being used in the preparation of the economic study/ employment
land evidence for SW Herts. The projections have been prepared by Hatch, the Economy Study
consultants, using forecast data from Cambridge Econometrics as an input; with adjustments to
reflect inaccuracies with input BRES data. They provide estimat