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1 Background 
1.1 Introduction  

1.1.1 In September 2004, Outside published Stoke-on-Trent’s Housing Needs Study Final Report.  
The report contained a housing needs model formulated in accordance with government 
guidance published in July 2000.1   

1.1.2 Last year, Outside updated the housing needs model for Stoke-on-Trent, drawing upon 
household data from the original survey and new data from the Land Registry and Housing 
Investment Programme Statistical Appendix for 2004/05.  This report updates the model 
again for 2006 using the latest available secondary data. 

1.1.3 As with last year’s report, models are provided using the original 2000 guidance (for direct 
comparison with the original 2003 model) and the most recent guidance.  Several different 
scenarios are again provided using different entry-level house prices.  The sections below 
explain how these were calculated. 

1.2 Evolving guidance 

1.2.1 In terms of housing need, our approach is grounded in the government guidance published in 
July 2000;2 all our housing needs studies to date have been founded in the guidance.  Our 
methodology reflects best practice in terms of definitions and assumptions, questionnaire 
surveys and the development of a housing needs model.   

1.2.2 In terms of housing markets, since February 2004, we have adopted the Housing Market 
Assessment Manual3 as our approach to housing markets and housing demand.  This has 
enabled us to set our housing research in the context of the wider housing market and look 
beyond the formal administrative boundaries in which local authorities operate.  In addition, 
our decision to draw upon both the housing needs guidance and the HMA Manual over the 
last two years has ensured that we are prepared for the new Strategic Housing Market 
Assessment Guidance.  

1.2.3 In March 2004, the Office of the Deputy Prime Minister appointed the Cambridge Centre for 
Housing & Planning Research to update and replace the housing needs guidance issued in 
2000.  The aim was to deliver a broader based assessment of the wider housing market and 
not just the need for social rented housing that dovetails with the Housing Market Assessment 
Manual.  It would also take into account the role of Regional Housing Strategies and Regional 
Housing Boards, as well as guidance on planning policies for affordable housing.  The new 

                                                 
1 Bramley, G. et al, Local Housing Needs Assessment: A Guide to Good Practice, DETR, 2000 

2 Bramley, G. et al, Local Housing Needs Assessment: A Guide to Good Practice, DETR, 2000 

3 DTZ Pieda, Housing Market Assessment Manual, ODPM, February 2004  
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guidance was subsequently re-issued in draft form entitled Housing Markets Assessments4.  
This guidance is soon to be finalised.   

1.2.4 In December 2006, the DCLG published Planning Policy Statement 3: Housing.  The new 
Statement extends the planning period for housing strategies, and aims to tackle obstacles in 
the planning system to speed up housing delivery.  It also places new emphasis on family 
housing and children's needs, including gardens and parks.  

1.2.5 The concept of affordability is critical in the needs assessment process.  The degree to which 
households can afford market housing is based upon the ratio between household incomes 
and housing costs.  The current needs assessment approach uses gross household incomes 
and entry-level house prices to estimate housing need for affordable housing, where 
previously net household incomes were recommended.  This involves assessing whether or 
not current households who are in unsuitable housing can afford suitable market housing and 
also applying affordability analysis to newly forming and concealed households to establish 
numbers of actual and potential households who are likely to be in need of affordable 
housing. 

1.2.6 Affordable housing is that housing which is provided to meet the needs of the local 
population. It includes social rented and intermediate housing, provided to specified eligible 
households whose needs are not met by the market.  PPS3 states that affordable housing 
should: 

(i) Meet the needs of eligible households including availability at a cost low enough for them 
to afford, determined with regard to local incomes and local house prices. 

(ii) Include provision for the home to remain at an affordable price for future eligible 
households or, if these restrictions are lifted, for the subsidy to be recycled for alternative 
affordable housing provision5 

1.2.7 PPS3 goes on to define social rented housing as: 

Rented housing owned and managed by local authorities and registered social 
landlords, for which guideline target rents are determined through the national 
rent regime.  It may also include rented housing owned or managed by other 
persons and provided under equivalent rental arrangements…as agreed with 
the local authority or with the Housing Corporation as a condition of grant. 

1.2.8 And defines intermediate affordable housing as: 

                                                 
4 Housing Markets Assessments, Draft Practice Guidance, ODPM, December 2005 

5 Planning Policy Statement 3 (PPS3): Housing, Communities and Local Government, December 2006, p25 

print: 19-Jan-07 
ref: z:\projects\stoke\update 2006\reports\report v2.0.doc 5



‘Housing at prices and rents above those of social rent, but below market price 
or rents, and which meet the criteria set out above. These can include shared 
equity products (e.g. HomeBuy), other low cost homes for sale and 
intermediate rent. 

1.3 Housing market 

Volume of sales 

1.3.1 Property sales in Stoke-on-Trent have slowed since 2003.  In October–December 2003, 
1,867 transactions took place, compared to only 1,207 in July–September 2006.  Even 
allowing for a seasonal slowdown during October–December going into January–March each 
year, this is a significant reduction.  Last year there were 1,460 transactions during the 
October–December period, down 21.8% on two years earlier. 

 

Figure 1: Property sales by type 
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Property prices 

1.3.2 While the number of sales has declined, property prices have increased.  The overall average 
property price for Stoke-on-Trent in July–September 2006 was £98,527, up 36.5% since 
October–December 2003.  The most pronounced price increases were for smaller housing 
units, reflecting increased demand pressure possibly as a result of reductions in supply and 
an increasing focus on the City’s housing issues as a result of market renewal. 

 

Table 1: Property price (£) by type 

Period Detached 
Semi-

detached Terraced Flats Overall 
Oct-Dec 2003 134,686 77,635 47,603 56,399 72,156 
Jul-Sep 2006 173,969 103,839 74,561 99,283 98,527 

Change (%) 29.2 33.8 56.6 76.0 36.5 
Source: Land Registry 
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Figure 2: Property price (£) by type 
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1.3.3 In last year’s Housing Needs Update, Outside reported a 14.5% overall average property 
price increase over the most recent twelve-month period for which data was available (April–
June 2004 to April–June 2005).  Repeating this analysis for 2006 (July–September 2005 to 
July–September 2006), the increase is much lower at 5.8%.  The comparison is broken down 
by type in the table below. 

 

Table 2: Yearly property price change (%) 

Property type This year 2005–06 Last year 2004–05 
Detached 4.0 10.1 
Semi-detached 4.3 18.4 
Terraced 8.0 22.8 
Flats 6.4 4.3 

Overall 5.8 14.5 
Source: Land Registry 

1.3.4 The overall price change experienced in Stoke-on-Trent is relatively modest in comparison 
with that in Newcastle-under-Lyme, where demand appears to have been shifting towards 
larger units, but higher than in Staffordshire Moorlands, where there was a slight overall price 
decrease.  For the West Midlands as a whole, prices fell by 3.4%, compared to a rise of 6.1% 
across England and Wales.6 

 

Table 3: Property price change 2005–06 (%) by type and district 

District Detached 
Semi-

detached Terraced Flats Overall 
Stoke-on-Trent 4.0 4.3 8.0 6.4 5.8 
Newcastle-under-Lyme 15.6 11.2 11.2 -26.8 10.4 
Staffordshire Moorlands -2.3 4.6 0.8 -37.7 -1.1 

West Midlands  7.2 3.5 4.1 -5.0 -3.4 
Source: Land Registry 

                                                 
6 Source: DCLG Live Table 504. 
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1.3.5 The map below shows house price change by postcode sector between the July–September 
period in 2005 and the same period in 2006.  The second map shows overall mean house 
prices in July–September 2006. 

 

Table 4: House price change 2005–2006  

 

Source: Land Registry 
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Table 5: Overall mean house price 2006 

 

Source: Land Registry 
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Private sector rents 

1.3.6 The Staffordshire University website states that the average private rent in Stoke-on-Trent 
and Stafford is within the range £38–48 per person per week.  This was confirmed by an 
informal survey of local letting agents.  Although very little historical data is available on 
private rents, inferences can be made from general trends in the local housing market.  
Private rents are likely to have risen steadily in line with the prices of which they are a 
function. 

Social housing 

1.3.7 Since 2002/03, the number of local authority lettings has declined from 2,695 to 1,912 in 
2005/06.  The number of lettings by registered social landlords fell by a similar proportion, 
from 985 to 750.  Over the same period, the number of households on the waiting list for 
social housing increased by 166.4% to 6,059 on 1 April 2006.  This growing imbalance can be 
observed graphically in Figure 3. 

 

Figure 3: Property sales by type 
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1.4 Entry-level property price 

1.4.1 In order to assess affordability, the price of an entry-level property is determined using the 
most recent quarter’s house price data from the Land Registry.  At the time of commission 
this was July–September 2006.  The entry-level property price is that which a household 
entering the market can be expected to pay on average. 

1.4.2 In line with DCLG guidance, the entry-level property price is calculated using price and sales 
data on terraced and flat/maisonette properties, since these are deemed to be of the type, 
size and relative cost most suitable for typical newly forming households.  The following 
equation is used: 

(Average terrace price x volume of sales) + (Average flats price x volume of sales) 

(Volume of terrace sales + volume of flats sales) 

1.4.3 The result for Stoke-on-Trent is an average entry-level property price of £76,336, which is 
used as the basis of the affordability calculation in both versions of the model.  Alternative 
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models are also provided for each to show what would happen if prices were to fall slightly, to 
£75,000, or increase to £80,000. 

1.5 Previous outputs 

1.5.1 The original Housing Needs Study 2004 used a three-stage methodology to address these 
aims and objectives.  The approach brought together the views of residents, the experience 
of key stakeholders and information contained in secondary data sources. 

1.5.2 In total 3,112 face-to-face interviews were undertaken with resident households.  This results 
in a confidence interval for the city as a whole was +/- 1.8%.  Consequently this meant that 
the survey could be seen to be representative of the city, statistically valid and highly robust. 

1.5.3 The housing needs model 2004 identified a surplus of 988 units of social housing per annum.  
In the update carried out in 2005, rapidly rising house prices and reducing supply had led to a 
significant reduction in this surplus.  Three models using alternative entry-level house prices 
identified potential surpluses of 462, 242 and 58 units per annum.  An alternative 
methodology informed by the new guidance revealed a surplus of 273. 
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2 Modelling Housing Needs 
(Guidance 2000) 

2.1 The needs assessment model 

2.1.1 The guidance issued by DETR in 2000 provides a model for predicting housing need in a 
local authority district.7  This model can be built using a number of different data sources, 
each with their own advantages and disadvantages. 

2.1.2 Need and supply are expressed as annual flows – that is, number of units per year – over 
the strategy period (e.g. 3–5 years).  A flow is a count of households or dwellings that change 
status over a period of time, such as the number of new households forming or the number of 
council housing re-lets. 

2.1.3 There are three stages in the model.  The first stage is to calculate the backlog of housing 
need and to identify the rate at which it should be reduced.  Usually the policy assumption is 
that the backlog should be reduced over five years, requiring a rate of reduction of 20% per 
year (B).  The second stage is to identify the newly arising need that is being created (N), 
before calculating the available supply available to meet this need (S). 

2.1.4 The model then adds the backlog need to the newly arising need and subtracts the supply to 
give the overall shortfall or surplus of housing need.  The model can be summarised thus: 

(B + N) – S = Need 

where B = backlog of need, N = newly arising need and S = supply. 

2.1.5 Assessing housing need is as much an art as a science.  There is considerable room for 
interpretation and assumption within the government model and this needs to be noted when 
considering the data.  It should also be borne in mind that the model is a statistical tool and 
should be considered alongside the actual experience of housing need as represented by 
housing register data, homelessness applications and house price information, which are all 
indicators of demand against supply of housing. 

2.1.6 In this respect, in relation to Stoke-on-Trent, it is worth noting several factors: 

(i) Housing Register over the latest 12 month period compared to previous period 

(ii) Homelessness acceptances / number in temp accommodation 

(iii) Right-To-Buy sales and trends 

(iv) Private sector house prices 

(v) Council stock (and voids) 

                                                 
7 Bramley, G., Pawson, H. and Parker, J., Local Housing Needs Assessment: A Guide to Good Practice, DETR, 2000. 
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2.1.7 For many stages of the model there may be more than one data source.  This can be useful 
for validation purposes, but choosing the appropriate source may be a matter of judgement.  
For example, the housing register may well underestimate need as not everyone in need will 
necessarily register.  Also, the way in which housing officers’ knowledge of supply influences 
applicants’ choices creates a bias towards what is available as opposed to what is needed or 
desired. 

2.1.8 The model is designed to assess the annual number of affordable housing units required to 
meet existing and newly arising need, set against projected supply.  The 2000 guidance 
describes it as “an annual flow assessment for the affordable/social housing sector”.8 

2.1.9 Outside’s housing needs model is a dynamic tool for predicting housing need in the city.  The 
model is built in Excel and what is shown here is a snapshot of the housing market at the time 
this report is published.  The aim is that this model is updated annually or when 
circumstances are known to change, e.g. rises in house prices or changes in new build or 
lettings.  The outputs from the model are shown in the tables in Section 2.6. 

2.1.10 The model relies on four principle data sources: 

 The Housing Needs Study 2004; 

 The Housing Investment Programme 2006 Housing Strategy Statistical Appendix; 

 National Statistics RPI (to upgrade income information from the survey); 

 Land Registry. 

2.2 Affordability 

2.2.1 The table below shows the steps for calculating affordability for Stoke-on-Trent, based upon 
the entry-level property prices calculated in Chapter 1, using the 2000 guidance: 

(i) An affordability ratio of 30% is assumed, i.e. that households will allocate no more than 
30% of their net household income towards their housing costs. 

(ii) The monthly housing costs for an entry-level are calculated9 along with an assumption 
for life insurance. 

 

                                                 
8 Ibid. 

9 A 95% capital and interest mortgage (tracker rate of 4.99% for two years) with Intelligent Finance over 25 years. 
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Table 6: Affordability calculator 

House price 
Entry-level price £75,000 £76,336 £80,000 

95% £71,250 £72,519 £76,000 

Mortgage 
Mortgage type Tracker – capital and interest 

APR to 28/02/09 4.99% 

Monthly repayment £500.76 £509.67 £534.14 

Life assurance 
Monthly repayment £6.90 £6.90 £6.90 

Total housing costs £507.66 £516.57 £541.04 

Savings/equity required £3,750.00 £3,816.80 £4,000.00 

Monthly net income req’d £1,692.20 £1,721.90 £1,803.47 
 

2.3 Backlog of existing need 

2.3.1 The first stage in calculating the surplus or shortage of affordable housing is to calculate the 
backlog of housing need in an area.  Stages and data sources are shown below: 

 

Table 7: Backlog of existing need 

Stage in calculation Possible data sources 

HN Survey households with unsuitability problems 
HC Survey households with serious condition problems 

1. Backlog need existing households 

HR existing applicants with needs (including transfers) 

HN Survey preferences and severity/type data 
HC Survey preferences and severity/type data 

2. minus cases where in-situ solution most 
appropriate or don’t want social housing 

HR (administrative) estimate for insurance/deadwood  

HN Survey incomes vs. house prices/rents 
HC Survey incomes vs. house prices/rents 
HR (administrative) incomes (if asked, or proxies) 

3. times proportion unable to afford to buy or rent 
in market 

CORE incomes information new tenants 

Priority homeless in temporary accommodation 4. plus backlog (non-households) 
Hostel move-on requirements 

5. equals total backlog need (1-2) x 3 +4  

6. times quota to reduce backlog progressively Policy judgment (standard assumption 20%) 

7. equals annual need to reduce backlog 5 x 6 (carry to line 18) 

HN = Housing Needs household survey; HC = House Condition survey; HR = Housing Register or waiting list 

2.3.2 The figures used for each line 1–7 are now explained in turn. 

Line 1 

2.3.3 Question A9 of the face-to-face interview schedule asked respondents whether they felt their 
accommodation was adequate for the needs of their household.  6.0% of all Stoke-on-Trent 
households answered no, representing 6,197 households. 

Line 2 

2.3.4 Question G49 of the face-to-face interview schedule asked respondents whether they and 
their household were intending to move during the following two years.  Those who indicated 
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that they were not intending to move, but had said that their home was inadequate in 
Question A9, are those households who it is assumed will seek an in-situ solution to their 
housing needs.  This represents 4,454 households. 

Line 3 

2.3.5 The calculation at Line 3 draws upon the affordability calculator, set out in Table 6 above, 
which shows the entry-level house price, the housing costs for such a property and the 
required income to afford such a property. 

2.3.6 Using respondents’ answers to Question E38 regarding their net household income, the 
proportion of households whose home is inadequate, who wish to move and whose income is 
below that required to purchase an entry-level property is calculated.  This gives the following 
results: 

 For a £75,000 dwelling the proportion is 88.5%. 

 For a £76,336 dwelling the proportion is 88.6%. 

 For an £80,000 dwelling the proportion is 89.1%. 

Line 4 

2.3.7 This figure is taken from the HIP Housing Strategy Statistical Appendix 2005/06.  It is the 
number of households currently in temporary accommodation (Section E, 2a), assuming no 
double counting of households already in the survey, since they would not have appeared on 
the Council Tax Register from which the sample was drawn.  The number is 124 
households. 

Line 5 

2.3.8 Line 2 is subtracted from Line 1; the result is then multiplied by Line 3 and added to Line 4. 

Line 6 

2.3.9 Line 6 is the proportion of the backlog of need to be reduced each year.  A five-year period is 
usually assumed, consequently requiring an average annual reduction of 20%. 

Line 7 

2.3.10 This is Line 5 multiplied by Line 6. 

2.4 Newly arising need 

2.4.1 The next stage is to calculate newly arising need – that is, the need that is expected to 
emerge over the next year.  Stages and data sources are shown in Table 8. 
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Table 8: Newly arising need 

Stage in calculation Possible data sources 

Household projections 
Census or current population x propensities 
HN Survey potential households/period 

8. New household formation (gross p.a.) 

HN Survey recent moves not previous households 

HN Survey incomes of potential households or recent new 
households vs. house prices/market rents 
HR* new applicants (lodgers) net of deletions and those with 
higher incomes 
National survey tenure propensities 

9. times proportion unable to buy or rent in market 

Census etc income proxies vs. house prices 

10. plus ex-institutional population moving into 
community 

Community Care plans 

HR new applicants (existing households) with priority need net of 
deletions 

11. plus existing households falling into priority 
need 

Direct re-housing priority cases outside normal housing register 
(e.g. decants, medical, emergency, referrals, mobility) 

HN Survey recent migrants profile 
HR data on origins of applicants 

12. plus in-migrant households unable to afford 
market housing 

Mobility, key worker and other direct allocations to in-movers 

13. equals newly arising need  8 x 9 + 10 + 11 + 12 (carry forward to line 18) 

 

2.4.2 The figures used for each line 8–13 are now explained in turn. 

Line 8 

2.4.3 This line uses data collected from respondents on their housing history (Section B of the face-
to-face interview schedule) to enable the number of newly forming households to be 
calculated.  This includes both new households emerging from existing households (e.g. 
children leaving home) and new households formed as a result of family breakdown (i.e. 
divorce or separation), excluding in-migrants.  This results in 2,487 households. 

Line 9 

2.4.4 Line 9 uses the affordability calculator as above, but applied to the incomes of newly forming 
households to show the proportion of such households that will be unable to afford to buy an 
entry-level property: 

 For a £75,000 dwelling the proportion is 77.6%. 

 For a £76,336 dwelling the proportion is 78.3%. 

 For an £80,000 dwelling the proportion is 80.1%. 

Line 10 

2.4.5 Line 10 is routinely missed out as people leaving institutional care are not picked up in the 
survey process and local authorities rarely have sufficient accurate data to make a 
meaningful estimate. 
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Line 11 

2.4.6 This figure is taken from the HIP HSSA 2005/06 and is based upon a rolling mean of the 
number of households falling into priority need over the last three years: 124 households. 

Line 12 

2.4.7 The final element of newly arising need is the number of in-migrant households moving into 
Stoke-on-Trent and unable to afford suitable private sector housing.  This is based upon the 
number of in-migrants (identified through housing history) who moved into local authority or 
RSL dwellings, or into private housing with Housing Benefit.  The number is 306 households. 

Line 13 

2.4.8 This is Line 8 multiplied by Line 9, plus Lines 10, 11 and 12. 

2.5 Supply of affordable units 

2.5.1 The final stage in the Housing Needs Model is to calculate the supply of affordable units that 
will offset the backlog and newly arising need.  Stages and data sources are shown below. 

 

Table 9: Supply of affordable units 

Stage in calculation Possible data sources 

Lettings/voids system: gross re-lets (terminations), including both 
LA and RSLs 

14. Supply of social re-lets p.a. 

CORE data for RSLs 

Lettings/voids system 15. minus increased vacancies & units taken out 
of management Development programmes of LAs & RSLs 

16. plus committed units of new affordable supply 
p.a. 

Development programmes of LA & RSLs, including conversions, 
LCHO 

17. equals affordable supply 14 – 15 + 16 (carry forward to line 18) 

18. Overall shortfall/surplus 7 + 13 – 17 

 

2.5.2 The figures used for each line 14–18 are now explained in turn. 

Line 14 

2.5.3 Every time a household moves from a home they make it available to another household.  
Therefore a count of moves (or lettings in social renting) will show the supply of dwellings that 
become available in a given period.  If a household moves within the same tenure then they 
do not count; in other words an existing tenant taking up another property in the same local 
authority stock is not releasing a property.  However, if the tenant moves to owner occupation 
they are releasing a local authority dwelling. 

2.5.4 The mean average of the last three years’ local authority lettings, excluding transfers, is 
1,544.  For RSL lettings the mean is 830.  Therefore the total mean social sector lettings 
equates to 2,374 per annum. 
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Line 15 

2.5.5 Line 15 is the number of dwellings taken out of the supply of affordable housing.  This year, 
11 have been demolished, and 360 lost through Right-to-Buy sales.  Therefore the total 
number of dwellings taken out of the supply of affordable housing is 371 units. 

Line 16 

2.5.6 The final element of supply is the number of planned local authority and RSL new dwellings 
plus other affordable housing completions.  The proposed numbers for 2006/07 and 2007/08, 
taken from the latest HIP HSSA, are 176 and 251.  Added together and then halved, to give a 
yearly average, this equates to 214 units. 

Line 17 

2.5.7 Line 17 is the total affordable supply: Line 14 minus Line 15 plus Line 16. 

2.6 Housing needs of Stoke-on-Trent 

2.6.1 Table 10 summarises the stages described above to give the total affordable housing need 
for Stoke-on-Trent based upon an entry-level dwelling of £75,000.  Table 11 and Table 12 
provide alternative models for properties costing £76,336 and £80,000. 

 

Table 10: Need for affordable housing (£75,000 entry-level dwelling) 

B: BACKLOG OF EXISTING NEED 

1. Backlog need existing households 6197 

2. minus cases where in-situ solution most appropriate 4454 

3. times proportion of existing households unable to afford to buy or rent in market 88.5% 

4. plus backlog (non-households) 124 

5. equals total backlog need 1667 

6. times quota to progressively reduce backlog 20.0% 

7. equals annual need to reduce backlog 333 

N: NEWLY ARISING NEED 

8. New household formation (gross p.a.) 2487 

9. times proportion of newly forming households unable to afford to buy or rent in the market 77.6% 

10. plus ex-institutional population moving into community 0 

11. plus existing households falling into need 124 

12. plus in-migrant households in need 306 

13. equals newly arising need 2360 

S: SUPPLY OF AFFORDABLE UNITS 

14. Supply of local authority and RSL re-lets per annum 2374 

15. minus increased vacancies and units taken out of management 371 

16. plus committed units of new affordable supply per annum 214 

17. equals affordable supply 2217 

18. Overall shortfall/surplus 476 
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Table 11: Need for affordable housing (£76,336 entry-level dwelling) 

B: BACKLOG OF EXISTING NEED 

1. Backlog need existing households 6197 

2. minus cases where in-situ solution most appropriate 4454 

3. times proportion of existing households unable to afford to buy or rent in market 88.6% 

4. plus backlog (non-households) 124 

5. equals total backlog need 1668 

6. times quota to progressively reduce backlog 20.0% 

7. equals annual need to reduce backlog 334 

N: NEWLY ARISING NEED 

8. New household formation (gross p.a.) 2487 

9. times proportion of newly forming households unable to afford to buy or rent in the market 78.3% 

10. plus ex-institutional population moving into community 0 

11. plus existing households falling into need 124 

12. plus in-migrant households in need 306 

13. equals newly arising need 2377 

S: SUPPLY OF AFFORDABLE UNITS 

14. Supply of local authority and RSL re-lets per annum 2374 

15. minus increased vacancies and units taken out of management 371 

16. plus committed units of new affordable supply per annum 214 

17. equals affordable supply 2216 

18. Overall shortfall/surplus 494 
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Table 12: Need for affordable housing (£80,000 entry-level dwelling) 

B: BACKLOG OF EXISTING NEED 

1. Backlog need existing households 6197 

2. minus cases where in-situ solution most appropriate 4454 

3. times proportion of existing households unable to afford to buy or rent in market 89.1% 

4. plus backlog (non-households) 124 

5. equals total backlog need 1677 

6. times quota to progressively reduce backlog 20.0% 

7. equals annual need to reduce backlog 335 

N: NEWLY ARISING NEED 

8. New household formation (gross p.a.) 2487 

9. times proportion of newly forming households unable to afford to buy or rent in the market 80.1% 

10. plus ex-institutional population moving into community 0 

11. plus existing households falling into need 124 

12. plus in-migrant households in need 306 

13. equals newly arising need 2422 

S: SUPPLY OF AFFORDABLE UNITS 

14. Supply of local authority and RSL re-lets per annum 2374 

15. minus increased vacancies and units taken out of management 371 

16. plus committed units of new affordable supply per annum 214 

17. equals affordable supply 2216 

18. Overall shortfall/surplus 540 

 

2.7 Interpreting the model 

2.7.1 House prices have risen much more quickly than earnings over the past year, the impact of 
which can be seen in the change in the proportion of households unable to afford market 
housing.  In last year’s update, the proportion of existing households unable to afford an 
entry-level property costing £71,528 was 69.3%, and the proportion of newly forming 
households was 67.5%.  This year the cost of an average entry-level property has risen to 
£76,336, raising the proportions unable to afford to 88.6% and 78.3% respectively. 

2.7.2 Consequently, the supply of affordable housing has moved from a surplus of 242 units to a 
shortfall of 494.  Using the rounded entry-level prices of £75,000 and £80,000, this would 
respectively fall and rise to 476 and 540. 

2.7.3 As was the case last year, overall house price rises have impacted disproportionately on 
affordability because the rises have been most severe for entry-level properties.  The cost of 
an average terraced property has risen by 8.0% and that of an average flat by 6.4% over the 
past year, compared to an overall rise of 5.8%. 

2.7.4 The number of units taken out of management has also been particularly high this year, with 
360 homes sold under Right-to-Buy and a significant reduction in local authority and RSL 
lettings.  Thus, the supply of social housing is reducing when need is going up. 
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2.7.5 The resulting situation is one whereby the number of households requiring affordable housing 
is increasing due to affordability pressures within market housing in the context of diminishing 
supply.  The affordable housing requirement has increased accordingly, such that this 2006 
update identifies a shortfall of between 476 and 540 units per annum. 
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3 Modelling Housing Needs 
(Guidance 2005) 

3.1 The needs assessment model 

3.1.1 A criticism of the 2000 guidance was that it tended to be more suited to high demand areas 
with a shortage of affordable housing and failed to reflect the needs of low demand areas.  
Consequently, the 2005 guidance advocates examining demand as well as need, in 
consultation with stakeholders and community experts.  Local authorities are encouraged to 
work at the sub-regional level in partnership with adjoining authorities. 

3.1.2 Some of the more detailed changes in the 2005 guidance include using secondary data from 
official government household projections to assess the numbers of future households (and 
therefore future housing need) rather than a survey, and using gross rather than net income 
for assessing affordability.  This has meant that it has not been possible to include all of the 
changes in this update.  The use of gross income, for example, would involve requesting this 
information in the housing needs questionnaire.  Therefore an assumption has to be made to 
convert net household incomes into gross household incomes. 

3.1.3 Table 13 on the following page shows a summary of the housing needs assessment model 
under the 2005 guidance, including each step and possible data sources. 

3.2 Affordability 

3.2.1 As explained above, the 2005 guidance prescribes an alternative method for assessing 
affordability.  Rather than using an affordability ratio of 30% of net income, here it is assumed 
that a single person household could get a maximum mortgage of 3.5 times gross income, 
while a couple would be able to take out a mortgage of 2.9 times gross income. 

3.2.2 Table 14 shows gross annual and monthly incomes required for single and dual earner 
households to buy an entry-level property at the prices explained in Chapter 1.  For a 
£75,000, £76,336 or £80,000 property, a single earner would require a gross monthly income 
of £1,786, £1,818 or £1,905 respectively.  Dual earners would require incomes of £2,155, 
£2,194 or £2,299.  These figures form the basis of the affordability calculations in the model. 
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Table 13: Housing needs assessment – steps and sources 

Element and step in calculation  Data sources 

C: CURRENT NEED 

1. Existing households in need of alternative 
accommodation 

Local housing survey 
  

2. plus Current non-households in need of affordable 
housing 

Local housing survey 
Priority homeless in temporary accommodation 
Hostel move on needs 
Homeless agencies data 

3. minus cases that can afford to meet their needs in 
the market 

Local housing survey 

4. equals Total current housing need 1+ 2 – 3 

A: AVAILABLE STOCK TO OFFSET NEED 

5. Current occupiers of affordable housing in need LHS 
6. plus surplus stock Local Authority records 
7. plus committed supply of new affordable units Development programmes of LAs and HAs, including 

conversions and intermediate housing products 
Regeneration\pathfinder schemes 

8. minus planned units to be taken out of management LAs and HAs demolition and conversions programmes 
9. equals Total available stock to meet current need 5 + 6 + 7 – 8 
10. equals Total Current need  4 – 9 
11. times quota progressively to reduce level of current 
need 

Policy judgement 

12. equals annual need to reduce level of current need 10 x 11 

N: NEWLY ARISING NEED p.a. 

13. New household formation (gross p.a.) LHS new hidden homeless households/year 
LHS recent moves not previous households  

14. times proportion of newly arising households 
unable to buy or rent in the market 

LHS incomes of hidden homeless households and 
recent new households 
Entry-level rents and property prices 

15. plus existing households falling into need and 
unable to afford market housing  

LHS – Households recently fallen into need 
LHS – New social tenants who fell into need within the 
last year 
LA data on households recently housed outside 
normal housing register, or where entered register 
within last year 

16. minus potential out-migrants unable to afford 
market housing 

LHS – people intending to move 

17. plus in-migrants unable to afford market housing LHS - recent migrants profile 

18. equals Newly arising need (13 x 14) + 15 + 16 + 17 

S: SUPPLY OF AFFORDABLE UNITS p.a. 

19. Net supply of social re-lets Lettings/voids system for LA and HAs 
CORE data for HAs 
HSSA data 

20. plus supply of intermediate housing available for 
relet or resale at sub market levels 

LA and HA lettings/voids system and data on re-sales 
of sub-market LCHO or shared equity schemes 

21. equals  affordable supply 19 + 20 

NET SHORTFALL/SURPLUS p.a.  

22. Overall shortfall or surplus 12 + 18 – 21  
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Table 14: Affordability calculator 

House price 
Entry-level price £75,000 £76,336 £80,000 

Single earner 
Gross annual income  £21,429  £21,810  £22,857 

Gross monthly income  £1,786  £1,818  £1,905 

Dual earners 
Gross annual income  £25,862  £26,323  £27,586 

Gross monthly income  £2,155  £2,194  £2,299 

 

3.3 Current housing need 

Line 1 

3.3.1 As stated above, the method for calculating existing households in need of alternative 
accommodation became more complex in the 2005 guidance, although it is essentially still 
based upon the same households identified in Line 1 of the 2000 model.  As not all the data 
needed for this calculation was captured in the survey, we have had to rely on the figure 
previously used: 6,197 households. 

Line 2 

3.3.2 Line 2 is taken from the HIP HSSA (Section E, 2a), which gives the number of households in 
temporary accommodation.  The total over the past three years is divided by three to give an 
annual average of 124 households. 

Line 3 

3.3.3 Line 3 is based on the number of existing households from the survey who said their current 
housing was unsuitable.  Using the inflation-adjusted income distribution, converted from net 
to gross, it is estimated how many of these would be able to afford an entry-level property 
price: 

 For a £75,000 dwelling the result is 1,111. 

 For a £76,336 dwelling the result is 1,076. 

 For an £80,000 dwelling the result is 982. 

Line 4 

3.3.4 Line 1 is added to Line 2, before subtracting Line 3. 

3.4 Available stock to offset need 

Line 5 

3.4.1 This is the total of all those in social rented (local authority or RSL) accommodation who were 
in need of alternative accommodation, i.e. who said their home was not adequate for the 
needs of their household.  The result is 2,250 households. 
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Line 6 

3.4.2 Line 6 is the surplus stock, found on the vacancies section of the HIP HSSA (Section A, 7a).  
However, this amounted to less than 3% of total stock and so, in accordance with the 
guidance, is treated as normal turnover rather than surplus stock.  Consequently the figure 
here is zero. 

Line 7 

3.4.3 This is the annual average of planned new units of social housing over the next two years, 
taken from the HIP HSSA (Section N, 6a).  The result is 214 units. 

Line 8 

3.4.4 This is the same as line 15 in the 2000 guidance version: 371 units. 

Line 9 

3.4.5 Line 9 is the sum of Lines 5, 6 and 7, minus Line 8. 

Line 10 

3.4.6 This is Line 9 subtracted from Line 4. 

Line 11 

3.4.7 Line 11 is the proportion of the backlog of need that the local authority will remove each year.  
It is usually assumed that the backlog is reduced over five years, so the figure here is 20%. 

Line 12 

3.4.8 Line 12 is the total backlog of need from Line 10 multiplied by the annual reduction given in 
Line 11. 

3.5 Newly arising need 

Line 13 

3.5.1 This line uses the data collected on the survey respondents’ housing histories to calculate the 
number of newly forming households.  This includes both new households emerging from 
existing households (e.g. children leaving home) and additional households being formed as 
a result of family breakdown (divorce or separation), excluding in-migrants.  The resulting 
annual rate of new household formation is 2,487. 

Line 14 

3.5.2 Line 14 uses the affordability measure as in Line 3 above, applied to newly forming 
households, to determine what proportion would not be able to afford to buy an entry-level 
property: 

 For a £75,000 dwelling the proportion is 79.2%. 
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 For a £76,336 dwelling the proportion is 80.0%. 

 For an £80,000 dwelling the proportion is 82.0%. 

Line 15 

3.5.3 Line 15 is based on figures from the HIP HSSA: the mean of the number of households falling 
into priority need over the last three years. The result is 124 households. 

Line 16 

3.5.4 The final element of newly arising need is the number of in-migrant households moving into 
Stoke-on-Trent and unable to afford suitable private sector housing.  This is based upon the 
number of in-migrants (identified through housing history) who moved into local authority or 
RSL dwellings, or into private housing with Housing Benefit.  The number is 306 households. 

Line 17 

3.5.5 This figure represents the number of potential out-migrants unable to afford market housing.  
However, this is netted off so the figure is zero. 

Line 18 

3.5.6 Line 18 is Line 13 multiplied by Line 14, added to Line 15, minus Line 16, plus Line 17. 

3.6 Supply of affordable units 

Line 19 

3.6.1 Using the same methodology as Line 14 in the 2000 guidance model, the net supply of social 
re-lets is calculated at 2,374 units. 

Line 20 

3.6.2 The supply of intermediate housing for re-let this year is zero. 

Line 21 

3.6.3 This is Lines 19 and 20 added together. 

Line 22 

3.6.4 Line 22 gives the overall shortfall or surplus by adding Line 12 to Line 18, then subtracting 
Line 21. 

3.7 Housing need in Stoke-on-Trent 

3.7.1 Table 15 summarises the stages described above to give the total affordable housing need 
for Stoke-on-Trent based upon an entry-level dwelling of £75,000.  Table 16 and Table 17 
provide alternative models for properties costing £76,336 and £80,000. 
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Table 15: Need for affordable housing (£75,000 entry-level dwelling) 

C: CURRENT NEED 

1. Existing households in need of alternative accommodation 6197 

2. plus Current non-households in need of affordable housing 124 

3. minus cases that can afford to meet their needs in the market 1111 

4. equals Total current housing need 5210 

A: AVAILABLE STOCK TO OFFSET NEED 

5. Current occupiers of affordable housing in need 2250 

6. plus surplus stock 0 

7. plus committed supply of new affordable units 214 

8. minus planned units to be taken out of management 371 

9. equals Total available stock to meet current need 2093 

10. equals Total Current need 3117 

11. times quota progressively to reduce level of current need 20% 

12. equals annual need to reduce level of current need 623 

N: NEWLY ARISING NEED 

13. New household formation (gross p.a.) 2487 

14. times proportion of newly arising households unable to buy or rent in the market 79.2 

15. plus existing households falling into need and unable to afford market housing  124 

16. plus in-migrants unable to afford market housing 306 

17. minus potential out-migrants unable to afford market housing 0 

18. equals newly arising need 2401 

S: SUPPLY OF AFFORDABLE UNITS p.a. 

19. Net supply of social re-lets 2374 

20. plus supply of intermediate housing available for re-let/resale at sub-market levels 0 

21. equals  affordable supply 2374 

NET SHORTFALL 

22. Overall shortfall 650 
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Table 16: Need for affordable housing (£76,336 entry-level dwelling) 

C: CURRENT NEED 

1. Existing households in need of alternative accommodation 6197 

2. plus Current non-households in need of affordable housing 124 

3. minus cases that can afford to meet their needs in the market 1076 

4. equals Total current housing need 5245 

A: AVAILABLE STOCK TO OFFSET NEED 

5. Current occupiers of affordable housing in need 2250 

6. plus surplus stock 0 

7. plus committed supply of new affordable units 214 

8. minus planned units to be taken out of management 371 

9. equals Total available stock to meet current need 2093 

10. equals Total Current need 3152 

11. times quota progressively to reduce level of current need 20% 

12. equals annual need to reduce level of current need 630 

N: NEWLY ARISING NEED 

13. New household formation (gross p.a.) 2487 

14. times proportion of newly arising households unable to buy or rent in the market 80.0 

15. plus existing households falling into need and unable to afford market housing  124 

16. plus in-migrants unable to afford market housing 0 

17. minus potential out-migrants unable to afford market housing 306 

18. equals newly arising need 2419 

S: SUPPLY OF AFFORDABLE UNITS p.a. 

19. Net supply of social re-lets 2374 

20. plus supply of intermediate housing available for re-let/resale at sub-market levels 0 

21. equals  affordable supply 2374 

NET SHORTFALL 

22. Overall shortfall 676 

 

print: 19-Jan-07 
ref: z:\projects\stoke\update 2006\reports\report v2.0.doc 29



Table 17: Need for affordable housing (£80,000 entry-level dwelling) 

C: CURRENT NEED 

1. Existing households in need of alternative accommodation 6197 

2. plus Current non-households in need of affordable housing 124 

3. minus cases that can afford to meet their needs in the market 982 

4. equals Total current housing need 5339 

A: AVAILABLE STOCK TO OFFSET NEED 

5. Current occupiers of affordable housing in need 2250 

6. plus surplus stock 0 

7. plus committed supply of new affordable units 214 

8. minus planned units to be taken out of management 371 

9. equals Total available stock to meet current need 2093 

10. equals Total Current need 3246 

11. times quota progressively to reduce level of current need 20% 

12. equals annual need to reduce level of current need 649 

N: NEWLY ARISING NEED 

13. New household formation (gross p.a.) 2487 

14. times proportion of newly arising households unable to buy or rent in the market 82.0 

15. plus existing households falling into need and unable to afford market housing  124 

16. plus in-migrants unable to afford market housing 0 

17. minus potential out-migrants unable to afford market housing 306 

18. equals newly arising need 2469 

S: SUPPLY OF AFFORDABLE UNITS p.a. 

19. Net supply of social re-lets 2374 

20. plus supply of intermediate housing available for re-let/resale at sub-market levels 0 

21. equals  affordable supply 2374 

NET SHORTFALL 

22. Overall shortfall 744 

 

3.8 Interpreting the model 

3.8.1 The outputs from the 2005 guidance model are, unsurprisingly, not dissimilar to those in the 
previous chapter, although with higher net shortfalls of 650, 676 and 744. 

3.8.2 The main difference is the way in which current need is calculated.  The annual requirement 
to reduce the current level of need is greater than the ‘back log of need’ equivalent in the 
2000 guidance model.  In addition, The 2005 model is split into two time points, whereby 
current need is netted off by the immediate supply to meet that need and future newly arising 
need is netted off by future supply.  The 2000 guidance adds the ‘backlog of need’ to the 
newly arising need and nets off the supply at the end of the model. 

3.8.3 When interpreting both the 2000 and 2005 models it should be borne in mind that the base 
data is now three years old, and while it remains justifiable to use figures based upon that 
collected on 2004, the degree to which the composition and in particular the purchasing 
capacity of households in Stoke-on-Trent has changed should be kept in mind when 
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examining the size of the affordable housing requirement as should provision of housing for 
rent in the private sector. 

3.8.4 Both the 2000 and 2005 model scenarios in this 2006 Update now show a shortfall of 
affordable housing whilst the 2004 Update presented a surplus.  The main drivers of this 
change are increasing unaffordability and a reduction in supply. 

3.9 Recommendations 

3.9.1 It is important that the housing needs model is updated annually to ensure that the changes 
that occur in the housing market are reflected in the model’s bottom line numbers.  This will 
not only enable monitoring of progress towards a sustainable and balanced housing market, 
but also ensure that policy decisions are made on up-to-date information. 

3.9.2 It may also now be timely to consider updating the base survey.  The trajectory of housing 
needs that we predicted in 2003/4 has been proven correct.  We are confident that the 
shortfall now being demonstrated is an accurate indicator of the state of the Stoke-on-Trent 
housing market.  What becomes less certain year by year is the precision of the bottom line 
number, as the proxies required to update survey data collected three years ago under 
different national guidelines result in the base data being “stretched” thinner. 

3.9.3 We also recommend that the Council maintain a Market Monitoring Framework using a 
number of performance indicators that enable the Council to regularly “take the pulse” of both 
their housing market and housing need in the City.  This Framework would include: 

(i) Affordability  

(ii) The housing needs model 

(iii) Land Registry data on house prices and volumes of sales 

(iv) Waiting list 

(v) Lettings 

(vi) New build 

(vii) Right-to-Buy 

3.9.4 At the current time these are monitored by the Council, in the following ways: 

(i) Land Registry data is tracked on a quarterly basis at a city-wide and neighbourhood 
level; 

(ii) Waiting lists are monitored annually as part of the Housing Investment Programme 
Statistical Appendix and more recent changes are being monitored on a quarterly basis; 

(iii) Lettings are monitored as part of the Performance Management Process; 

(iv) New build is monitored annually and reconciled with the demolitions for that year to 
establish net gains/losses; 

(v) Right-to-Buy is monitored on a monthly basis and current trends show a continuing high 
level of sales. 
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3.9.5 In addition to this, the Council takes specific measures to monitor the interventions of the 
housing market renewal programme and also the demands of those sections within the 
community with additional or specific housing needs, including BME communities and users 
of Supporting People provision. 
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	2.1.1 The guidance issued by DETR in 2000 provides a model for predicting housing need in a local authority district.   This model can be built using a number of different data sources, each with their own advantages and disadvantages.
	2.1.2 Need and supply are expressed as annual flows – that is, number of units per year – over the strategy period (e.g. 3–5 years).  A flow is a count of households or dwellings that change status over a period of time, such as the number of new households forming or the number of council housing re-lets.
	2.1.3 There are three stages in the model.  The first stage is to calculate the backlog of housing need and to identify the rate at which it should be reduced.  Usually the policy assumption is that the backlog should be reduced over five years, requiring a rate of reduction of 20% per year (B).  The second stage is to identify the newly arising need that is being created (N), before calculating the available supply available to meet this need (S).
	2.1.4 The model then adds the backlog need to the newly arising need and subtracts the supply to give the overall shortfall or surplus of housing need.  The model can be summarised thus:
	2.1.5 Assessing housing need is as much an art as a science.  There is considerable room for interpretation and assumption within the government model and this needs to be noted when considering the data.  It should also be borne in mind that the model is a statistical tool and should be considered alongside the actual experience of housing need as represented by housing register data, homelessness applications and house price information, which are all indicators of demand against supply of housing.
	2.1.6 In this respect, in relation to Stoke-on-Trent, it is worth noting several factors:
	(i) Housing Register over the latest 12 month period compared to previous period
	(ii) Homelessness acceptances / number in temp accommodation
	(iii) Right-To-Buy sales and trends
	(iv) Private sector house prices
	(v) Council stock (and voids)


	2.1.7 For many stages of the model there may be more than one data source.  This can be useful for validation purposes, but choosing the appropriate source may be a matter of judgement.  For example, the housing register may well underestimate need as not everyone in need will necessarily register.  Also, the way in which housing officers’ knowledge of supply influences applicants’ choices creates a bias towards what is available as opposed to what is needed or desired.
	2.1.8 The model is designed to assess the annual number of affordable housing units required to meet existing and newly arising need, set against projected supply.  The 2000 guidance describes it as “an annual flow assessment for the affordable/social housing sector”. 
	2.1.9 Outside’s housing needs model is a dynamic tool for predicting housing need in the city.  The model is built in Excel and what is shown here is a snapshot of the housing market at the time this report is published.  The aim is that this model is updated annually or when circumstances are known to change, e.g. rises in house prices or changes in new build or lettings.  The outputs from the model are shown in the tables in Section 2.6.
	2.1.10 The model relies on four principle data sources:

	2.2 Affordability
	2.2.1 The table below shows the steps for calculating affordability for Stoke-on-Trent, based upon the entry-level property prices calculated in Chapter 1, using the 2000 guidance:
	(i) An affordability ratio of 30% is assumed, i.e. that households will allocate no more than 30% of their net household income towards their housing costs.
	(ii) The monthly housing costs for an entry-level are calculated  along with an assumption for life insurance.



	2.3 Backlog of existing need
	2.3.1 The first stage in calculating the surplus or shortage of affordable housing is to calculate the backlog of housing need in an area.  Stages and data sources are shown below:
	2.3.2 The figures used for each line 1–7 are now explained in turn.
	Line 1
	2.3.3 Question A9 of the face-to-face interview schedule asked respondents whether they felt their accommodation was adequate for the needs of their household.  6.0% of all Stoke-on-Trent households answered no, representing 6,197 households.
	Line 2
	2.3.4 Question G49 of the face-to-face interview schedule asked respondents whether they and their household were intending to move during the following two years.  Those who indicated that they were not intending to move, but had said that their home was inadequate in Question A9, are those households who it is assumed will seek an in-situ solution to their housing needs.  This represents 4,454 households.
	Line 3
	2.3.5 The calculation at Line 3 draws upon the affordability calculator, set out in Table 6 above, which shows the entry-level house price, the housing costs for such a property and the required income to afford such a property.
	2.3.6 Using respondents’ answers to Question E38 regarding their net household income, the proportion of households whose home is inadequate, who wish to move and whose income is below that required to purchase an entry-level property is calculated.  This gives the following results:
	Line 4
	2.3.7 This figure is taken from the HIP Housing Strategy Statistical Appendix 2005/06.  It is the number of households currently in temporary accommodation (Section E, 2a), assuming no double counting of households already in the survey, since they would not have appeared on the Council Tax Register from which the sample was drawn.  The number is 124 households.
	Line 5
	2.3.8 Line 2 is subtracted from Line 1; the result is then multiplied by Line 3 and added to Line 4.
	Line 6
	2.3.9 Line 6 is the proportion of the backlog of need to be reduced each year.  A five-year period is usually assumed, consequently requiring an average annual reduction of 20%.
	Line 7
	2.3.10 This is Line 5 multiplied by Line 6.

	2.4 Newly arising need
	2.4.1 The next stage is to calculate newly arising need – that is, the need that is expected to emerge over the next year.  Stages and data sources are shown in Table 8.
	2.4.2 The figures used for each line 8–13 are now explained in turn.
	Line 8
	2.4.3 This line uses data collected from respondents on their housing history (Section B of the face-to-face interview schedule) to enable the number of newly forming households to be calculated.  This includes both new households emerging from existing households (e.g. children leaving home) and new households formed as a result of family breakdown (i.e. divorce or separation), excluding in-migrants.  This results in 2,487 households.
	Line 9
	2.4.4 Line 9 uses the affordability calculator as above, but applied to the incomes of newly forming households to show the proportion of such households that will be unable to afford to buy an entry-level property:
	Line 10
	2.4.5 Line 10 is routinely missed out as people leaving institutional care are not picked up in the survey process and local authorities rarely have sufficient accurate data to make a meaningful estimate.
	Line 11
	2.4.6 This figure is taken from the HIP HSSA 2005/06 and is based upon a rolling mean of the number of households falling into priority need over the last three years: 124 households.
	Line 12
	2.4.7 The final element of newly arising need is the number of in-migrant households moving into Stoke-on-Trent and unable to afford suitable private sector housing.  This is based upon the number of in-migrants (identified through housing history) who moved into local authority or RSL dwellings, or into private housing with Housing Benefit.  The number is 306 households.
	Line 13
	2.4.8 This is Line 8 multiplied by Line 9, plus Lines 10, 11 and 12.

	2.5 Supply of affordable units
	2.5.1 The final stage in the Housing Needs Model is to calculate the supply of affordable units that will offset the backlog and newly arising need.  Stages and data sources are shown below.
	2.5.2 The figures used for each line 14–18 are now explained in turn.
	Line 14
	2.5.3 Every time a household moves from a home they make it available to another household.  Therefore a count of moves (or lettings in social renting) will show the supply of dwellings that become available in a given period.  If a household moves within the same tenure then they do not count; in other words an existing tenant taking up another property in the same local authority stock is not releasing a property.  However, if the tenant moves to owner occupation they are releasing a local authority dwelling.
	2.5.4 The mean average of the last three years’ local authority lettings, excluding transfers, is 1,544.  For RSL lettings the mean is 830.  Therefore the total mean social sector lettings equates to 2,374 per annum.
	Line 15
	2.5.5 Line 15 is the number of dwellings taken out of the supply of affordable housing.  This year, 11 have been demolished, and 360 lost through Right-to-Buy sales.  Therefore the total number of dwellings taken out of the supply of affordable housing is 371 units.
	Line 16
	2.5.6 The final element of supply is the number of planned local authority and RSL new dwellings plus other affordable housing completions.  The proposed numbers for 2006/07 and 2007/08, taken from the latest HIP HSSA, are 176 and 251.  Added together and then halved, to give a yearly average, this equates to 214 units.
	Line 17
	2.5.7 Line 17 is the total affordable supply: Line 14 minus Line 15 plus Line 16.

	2.6 Housing needs of Stoke-on-Trent
	2.6.1 Table 10 summarises the stages described above to give the total affordable housing need for Stoke-on-Trent based upon an entry-level dwelling of £75,000.  Table 11 and Table 12 provide alternative models for properties costing £76,336 and £80,000.

	2.7 Interpreting the model
	2.7.1 House prices have risen much more quickly than earnings over the past year, the impact of which can be seen in the change in the proportion of households unable to afford market housing.  In last year’s update, the proportion of existing households unable to afford an entry-level property costing £71,528 was 69.3%, and the proportion of newly forming households was 67.5%.  This year the cost of an average entry-level property has risen to £76,336, raising the proportions unable to afford to 88.6% and 78.3% respectively.
	2.7.2 Consequently, the supply of affordable housing has moved from a surplus of 242 units to a shortfall of 494.  Using the rounded entry-level prices of £75,000 and £80,000, this would respectively fall and rise to 476 and 540.
	2.7.3 As was the case last year, overall house price rises have impacted disproportionately on affordability because the rises have been most severe for entry-level properties.  The cost of an average terraced property has risen by 8.0% and that of an average flat by 6.4% over the past year, compared to an overall rise of 5.8%.
	2.7.4 The number of units taken out of management has also been particularly high this year, with 360 homes sold under Right-to-Buy and a significant reduction in local authority and RSL lettings.  Thus, the supply of social housing is reducing when need is going up.
	2.7.5 The resulting situation is one whereby the number of households requiring affordable housing is increasing due to affordability pressures within market housing in the context of diminishing supply.  The affordable housing requirement has increased accordingly, such that this 2006 update identifies a shortfall of between 476 and 540 units per annum.


	3 Modelling Housing Needs (Guidance 2005)
	3.1 The needs assessment model
	3.1.1 A criticism of the 2000 guidance was that it tended to be more suited to high demand areas with a shortage of affordable housing and failed to reflect the needs of low demand areas.  Consequently, the 2005 guidance advocates examining demand as well as need, in consultation with stakeholders and community experts.  Local authorities are encouraged to work at the sub-regional level in partnership with adjoining authorities.
	3.1.2 Some of the more detailed changes in the 2005 guidance include using secondary data from official government household projections to assess the numbers of future households (and therefore future housing need) rather than a survey, and using gross rather than net income for assessing affordability.  This has meant that it has not been possible to include all of the changes in this update.  The use of gross income, for example, would involve requesting this information in the housing needs questionnaire.  Therefore an assumption has to be made to convert net household incomes into gross household incomes.
	3.1.3 Table 13 on the following page shows a summary of the housing needs assessment model under the 2005 guidance, including each step and possible data sources.

	3.2 Affordability
	3.2.1 As explained above, the 2005 guidance prescribes an alternative method for assessing affordability.  Rather than using an affordability ratio of 30% of net income, here it is assumed that a single person household could get a maximum mortgage of 3.5 times gross income, while a couple would be able to take out a mortgage of 2.9 times gross income.
	3.2.2 Table 14 shows gross annual and monthly incomes required for single and dual earner households to buy an entry-level property at the prices explained in Chapter 1.  For a £75,000, £76,336 or £80,000 property, a single earner would require a gross monthly income of £1,786, £1,818 or £1,905 respectively.  Dual earners would require incomes of £2,155, £2,194 or £2,299.  These figures form the basis of the affordability calculations in the model.

	3.3 Current housing need
	Line 1
	3.3.1 As stated above, the method for calculating existing households in need of alternative accommodation became more complex in the 2005 guidance, although it is essentially still based upon the same households identified in Line 1 of the 2000 model.  As not all the data needed for this calculation was captured in the survey, we have had to rely on the figure previously used: 6,197 households.
	Line 2
	3.3.2 Line 2 is taken from the HIP HSSA (Section E, 2a), which gives the number of households in temporary accommodation.  The total over the past three years is divided by three to give an annual average of 124 households.
	Line 3
	3.3.3 Line 3 is based on the number of existing households from the survey who said their current housing was unsuitable.  Using the inflation-adjusted income distribution, converted from net to gross, it is estimated how many of these would be able to afford an entry-level property price:
	Line 4
	3.3.4 Line 1 is added to Line 2, before subtracting Line 3.

	3.4 Available stock to offset need
	Line 5
	3.4.1 This is the total of all those in social rented (local authority or RSL) accommodation who were in need of alternative accommodation, i.e. who said their home was not adequate for the needs of their household.  The result is 2,250 households.
	Line 6
	3.4.2 Line 6 is the surplus stock, found on the vacancies section of the HIP HSSA (Section A, 7a).  However, this amounted to less than 3% of total stock and so, in accordance with the guidance, is treated as normal turnover rather than surplus stock.  Consequently the figure here is zero.
	Line 7
	3.4.3 This is the annual average of planned new units of social housing over the next two years, taken from the HIP HSSA (Section N, 6a).  The result is 214 units.
	Line 8
	3.4.4 This is the same as line 15 in the 2000 guidance version: 371 units.
	Line 9
	3.4.5 Line 9 is the sum of Lines 5, 6 and 7, minus Line 8.
	Line 10
	3.4.6 This is Line 9 subtracted from Line 4.
	Line 11
	3.4.7 Line 11 is the proportion of the backlog of need that the local authority will remove each year.  It is usually assumed that the backlog is reduced over five years, so the figure here is 20%.
	Line 12
	3.4.8 Line 12 is the total backlog of need from Line 10 multiplied by the annual reduction given in Line 11.

	3.5 Newly arising need
	Line 13
	3.5.1 This line uses the data collected on the survey respondents’ housing histories to calculate the number of newly forming households.  This includes both new households emerging from existing households (e.g. children leaving home) and additional households being formed as a result of family breakdown (divorce or separation), excluding in-migrants.  The resulting annual rate of new household formation is 2,487.
	Line 14
	3.5.2 Line 14 uses the affordability measure as in Line 3 above, applied to newly forming households, to determine what proportion would not be able to afford to buy an entry-level property:
	Line 15
	3.5.3 Line 15 is based on figures from the HIP HSSA: the mean of the number of households falling into priority need over the last three years. The result is 124 households.
	Line 16
	3.5.4 The final element of newly arising need is the number of in-migrant households moving into Stoke-on-Trent and unable to afford suitable private sector housing.  This is based upon the number of in-migrants (identified through housing history) who moved into local authority or RSL dwellings, or into private housing with Housing Benefit.  The number is 306 households.
	Line 17
	3.5.5 This figure represents the number of potential out-migrants unable to afford market housing.  However, this is netted off so the figure is zero.
	Line 18
	3.5.6 Line 18 is Line 13 multiplied by Line 14, added to Line 15, minus Line 16, plus Line 17.

	3.6 Supply of affordable units
	Line 19
	3.6.1 Using the same methodology as Line 14 in the 2000 guidance model, the net supply of social re-lets is calculated at 2,374 units.
	Line 20
	3.6.2 The supply of intermediate housing for re-let this year is zero.
	Line 21
	3.6.3 This is Lines 19 and 20 added together.
	Line 22
	3.6.4 Line 22 gives the overall shortfall or surplus by adding Line 12 to Line 18, then subtracting Line 21.

	3.7 Housing need in Stoke-on-Trent
	3.7.1 Table 15 summarises the stages described above to give the total affordable housing need for Stoke-on-Trent based upon an entry-level dwelling of £75,000.  Table 16 and Table 17 provide alternative models for properties costing £76,336 and £80,000.

	3.8 Interpreting the model
	3.8.1 The outputs from the 2005 guidance model are, unsurprisingly, not dissimilar to those in the previous chapter, although with higher net shortfalls of 650, 676 and 744.
	3.8.2 The main difference is the way in which current need is calculated.  The annual requirement to reduce the current level of need is greater than the ‘back log of need’ equivalent in the 2000 guidance model.  In addition, The 2005 model is split into two time points, whereby current need is netted off by the immediate supply to meet that need and future newly arising need is netted off by future supply.  The 2000 guidance adds the ‘backlog of need’ to the newly arising need and nets off the supply at the end of the model.
	3.8.3 When interpreting both the 2000 and 2005 models it should be borne in mind that the base data is now three years old, and while it remains justifiable to use figures based upon that collected on 2004, the degree to which the composition and in particular the purchasing capacity of households in Stoke-on-Trent has changed should be kept in mind when examining the size of the affordable housing requirement as should provision of housing for rent in the private sector.
	3.8.4 Both the 2000 and 2005 model scenarios in this 2006 Update now show a shortfall of affordable housing whilst the 2004 Update presented a surplus.  The main drivers of this change are increasing unaffordability and a reduction in supply.

	3.9 Recommendations
	3.9.1 It is important that the housing needs model is updated annually to ensure that the changes that occur in the housing market are reflected in the model’s bottom line numbers.  This will not only enable monitoring of progress towards a sustainable and balanced housing market, but also ensure that policy decisions are made on up-to-date information.
	3.9.2 It may also now be timely to consider updating the base survey.  The trajectory of housing needs that we predicted in 2003/4 has been proven correct.  We are confident that the shortfall now being demonstrated is an accurate indicator of the state of the Stoke-on-Trent housing market.  What becomes less certain year by year is the precision of the bottom line number, as the proxies required to update survey data collected three years ago under different national guidelines result in the base data being “stretched” thinner.
	3.9.3 We also recommend that the Council maintain a Market Monitoring Framework using a number of performance indicators that enable the Council to regularly “take the pulse” of both their housing market and housing need in the City.  This Framework would include:
	(i) Affordability 
	(ii) The housing needs model
	(iii) Land Registry data on house prices and volumes of sales
	(iv) Waiting list
	(v) Lettings
	(vi) New build
	(vii) Right-to-Buy


	3.9.4 At the current time these are monitored by the Council, in the following ways:
	(i) Land Registry data is tracked on a quarterly basis at a city-wide and neighbourhood level;
	(ii) Waiting lists are monitored annually as part of the Housing Investment Programme Statistical Appendix and more recent changes are being monitored on a quarterly basis;
	(iii) Lettings are monitored as part of the Performance Management Process;
	(iv) New build is monitored annually and reconciled with the demolitions for that year to establish net gains/losses;
	(v) Right-to-Buy is monitored on a monthly basis and current trends show a continuing high level of sales.


	3.9.5 In addition to this, the Council takes specific measures to monitor the interventions of the housing market renewal programme and also the demands of those sections within the community with additional or specific housing needs, including BME communities and users of Supporting People provision.
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