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An Approach to Affordable Housing to Inform the East 
Midlands Regional Plan 
 
Final report from the Cambridge Centre for Housing and Planning 
Research 
 
1. Introduction 
 
1. This report presents an approach to affordable housing in the East Midlands. It is part of the 
evidence base to inform developing policy in the East Midlands Regional Plan. It presents the 
findings from a two-stage study commissioned by the East Midlands Regional Assembly in order 
to identify affordable housing targets for the region as a whole as well as for each sub-regional 
housing market area as identified in previous work by DTZ Pieda. These will be interim targets, 
pending the results of housing market analyses to be undertaken independently by the region’s 
districts working together with partners in Housing Market Area (HMA) groupings.  
 
2. The first stage of the work developed a preferred method for setting targets to be used at 
regional and HMA level. The second stage used the agreed method to produce targets for social 
rented and intermediate housing for the region and for the sub-regions separately, in accordance 
with draft PPS31. The approach takes account of the need to achieve an appropriate mix of 
housing as well as considering the need for affordable housing in rural areas. The report also 
comments on delivery mechanisms and discusses how the approach fits with other policies 
including the Regional Housing Strategy. 
 
 
2. Methods  
 
3. The methods used in this study were: 

• a review of existing methods, including how far they might be adapted to meet current 
circumstances (Annex 1) 

• a data audit (Annex 2) 
• a review of relevant literature and policy documents (Annex 3) 
• interviews with representatives from each HMA  
• email survey of local authorities 

 
4. The East Midlands comprises a range of housing market sub-regions identified by DTZ Pieda 
in their 2005 report Identifying the Sub-regional Housing Markets of the East Midlands. The 
sub-regions are very varied and face different challenges. Some are also subject to pressures 
from other regions, with cross-boundary issues. Profiles of the sub-regions have been produced 
for the Assembly by researchers from De Montfort University. This study is informed by these 
profiles to ensure that the distinctiveness of the different areas is understood.  Interviews with 
                                                 
1  ODPM (2005) Consultation Paper on a New Planning Policy Statement 3 (PPS3) – Housing, Office of the 
Deputy Prime Minister, London 
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representatives from each of the HMAs and a survey of local authorities were also undertaken in 
order to help identify key local issues relating to the need for and capacity to deliver additional 
affordable housing. The findings from the survey informed the overall approach to affordable 
housing at regional level, although local concerns can only be addressed directly at the local 
level.  
 
 
3. Definition of affordable housing 
 
5. Affordable housing is defined in the draft PPS3 as ‘non-market housing, provided to those 
whose needs are not met by the market, for example homeless persons and key workers. It can 
include social rented housing and intermediate housing. Affordable housing should meet the 
needs of eligible households, including availability at low enough cost for them to afford, 
determined with regard to local incomes and local house prices; and include provision for the 
home to remain at an affordable price for future eligible households, or if a home ceases to be 
affordable, any subsidy should generally be recycled for additional affordable housing provision’ 
(Annex A, paragraph 8).  
 
6. Draft PPS3 also sets out definitions of social rented and intermediate housing. Social rented 
housing is ‘rented housing owned by local authorities and registered social landlords for which 
guideline target rents are determined through the national rent regime... Also rented housing 
owned by other persons and provided under equivalent rental arrangements to the above, as 
agreed with the local authority or funded with grant from the Housing Corporation, as provided 
for in the Housing Act 2004’ (Annex A, paragraphs 10 and 11). 
 
7. Intermediate housing is defined as ‘housing at prices or rents above those of social rent but 
below market prices or rents. This can include shared equity products (for example HomeBuy) 
and intermediate rent (i.e. rents above social-rented level but below market rents). Intermediate 
housing differs from low cost market housing (which the Government does not consider to be 
affordable housing – see definition of affordable housing above)’ (Annex A, paragraph 12).  
 
8. It is notable that the Government’s definition of affordable housing does not include low cost 
market housing. Research shows that many local authorities have included low cost market 
housing in their definition of ‘affordable housing’ and sought to achieve an element of such 
housing from developers2. Concern has been expressed that low cost market housing is not in 
fact affordable in many cases (as discounted new properties will often still cost more than the 
cheapest second hand properties) ; even where it is affordable, it is also difficult to ensure that it 
remains so in perpetuity. Draft PPS3 addresses these concerns. 
 
 

                                                 
2  Crook et al, 2004, Land and Finance for Affordable Housing, Joseph Rowntree Foundation, York.  
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4. Review of alternative methodologies for estimating housing needs 
 
9. The study reviewed five alternative methodologies for estimating housing needs that might be 
suitable as the basis for an approach to affordable housing in the East Midlands Regional Spatial 
Strategy.  The five methodologies were: 
 

1. Holmans method – net stock approach as set out in the previous RPG 8 
2. CURS method – March 2003 and March 2004 
3. Bramley method – 2004 and Bramley and Karley 2005 
4. South Nottinghamshire Study (2003-5) 
5. ODPM Local Housing Assessments draft guidance  

These are reviewed in detail in Annex 1. The data requirements for each methodology are 
assessed in Annex 2. 
 
10. The methodologies were assessed according to the following criteria: 
 

• The data required must be robust at HMA as well as regional level 
• The amount of both intermediate and social rented housing must be calculated 
• The data required must be accessible within the budget and timescale of this project, 

ruling out primary data collection  
• The method must be feasible to perform (with necessary checking) within the timescale 

of this project 
• The affordable housing requirement must be reasonably robust over a twenty year 

timescale 
 
 
11. All five are variants of a ‘gross flows’ approach, in which the actual flows of households 
forming, moving between tenures, and dissolving are measured and projected forward into the 
future. Such an approach has extremely demanding data requirements, particularly at HMA 
level. All five methods also use house prices and incomes data in order to estimate the 
intermediate market (some use such data to estimate the social rented sector as well) which again 
is not very robust at sub-regional level. Nevertheless, this is the best that can be done without a 
specially commissioned regional household survey – which was not possible within the budget 
and timescale of the project. 
 
12. The potential approaches that could be used are reviewed in Annex 1. All have advantages 
and disadvantages which are outlined in the Annex. The assessment concluded that the Holmans 
method should be recommended for this study. It is a net stock approach which is an 
approximation to a gross flows model and is therefore less robust. The fundamental reason for 
choosing this method is that the data are not readily available for a gross flows approach.  Were a 
sufficiently robust household survey to be undertaken covering the region as a whole, then the 
full gross flows approach could be used. The Holmans ‘net stock’ approach has the advantage 
that the data required are readily available and reasonably robust, and the method is capable of 
estimation during the short timescale set by the Regional Plan process.  The alternative 
approaches are either too demanding in terms of data and time, or not sufficiently robust to meet 
the requirements of the project.  
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13. There are of course caveats and ‘health warnings’ attached to the Holmans approach which 
are outlined in Annex 1. Important to note here, however, is that the timescale used in this 
approach is 2001 to 2021 whereas the timescale for the Regional Plan is 2001 to 2026. Because 
projections into the future become increasingly uncertain, it is preferable to use the averages 
calculated over the shorter period and simply roll them forward for the whole Plan period. The 
targets are interim targets anyway, and the Plan will be monitored and updated before the final 
five year period. 
 
14. The CURS approach is not seen as robust as the Holmans net stock approach even at regional 
level because of its heavy reliance on incomes and prices data. The Holmans approach reduces 
the need to use incomes and prices data except for the intermediate market, and only then 
because the intermediate market is so small relative to the other sectors. 
 
15. The partial gross flows approach used in the Bramley approach is potentially one of the most 
robust methods that could be used at regional, HMA and local levels. However, it too is heavily 
dependent on incomes and prices data, so it would not be appropriate (or possible within the time 
frame) to use in the present study. 
 
16. There are number of caveats relating to the approach used in the South Nottingham study 
which also depends on incomes and prices data but uses them in a somewhat different way. 
Overall it would appear that this approach does not provide a practical solution for the East 
Midlands region as a whole. 
 
17. Finally, the method recommended in the draft Guidance on Local Housing Assessments 
requires very good quality housing register data which are unlikely to be available. 
 
 
5. Overall approach to meeting housing needs 
 
18. The review of methods for an approach to affordable housing targets (see Annex 1) has led to 
the conclusion that the preferred approach for the East Midlands is the Holmans method. This is 
a ‘net stock’ variant of a gross flows approach to estimating the future demand for market 
housing and need for social rented housing. The intermediate market and the ‘backlog’ of current 
unmet need are estimated separately.  The approach basically involves using official government 
household projections for the region broken down by age and tenure, and rolled forward 
according to the propensities to change tenure at different ages (based on information from the 
2001 Census, and the Survey of English Housing pooled over three years).  The approach 
therefore implicitly assumes that recent trends will remain stable into the future and it takes no 
account of policy changes that might occur in, or are planned for, the future. It should be noted 
that none of the alternative approaches reviewed take direct account of policy changes. However, 
sensitivity testing can illustrate the likely impacts of different policy scenarios on the need for 
affordable housing. 
 
19. The approach used to estimate the proportion of additional housing that should be provided 
in the intermediate market is slightly different, as it takes into account affordability. It involves 
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setting upper and lower income bands of affordability in terms of income. The lower band is set 
a small margin higher than income levels able to afford housing association rents, while the 
upper band is set slightly below income levels able to afford owner occupation. Full details of 
how the approach was used for the East Midlands are given in Annex 4.  
 
20. The net stock approach used in previous work3 did not take into account the potential of 
vacant stock to meeting future affordable housing need. There are some districts in the East 
Midlands with 5-6 percent of their social housing stock empty. The government considers that it 
is good practice to have no more than 1.5 percent of the social housing stock empty, and many 
districts in the East Midlands do achieve this figure or lower. The vacancy rates used in this 
report have been adjusted to bring the overall vacancy rate in the region to 3 percent in 2021. 
Part of both newly arising demand and housing need is assumed to be met from running down 
the excess vacancies. This conforms to the approach taken in the draft Regional Plan. 
 
6. Approach to addressing the shortfall or ‘backlog’ of current unmet need 
 
21. The shortfall or ‘backlog’ of current unmet housing need is estimated separately. The method 
follows closely the 2002 ODPM Guidance on Housing Needs Assessments and defines current 
unmet housing need as:  

• potential households living within someone else’s household (‘concealed’ households) 
• overcrowded households 
• households in bed and breakfast and other temporary accommodation 

An additional category, households in unsuitable housing (e.g. requiring adaptations for 
disability) is not included here, as it is assumed that if adaptations were carried out the housing 
would then be suitable and not part of the backlog of unmet need. 
 
22. In order to address the backlog, it must be remembered that it is not a static stock of unmet 
need, but a flow of households entering and leaving housing need. They may enter because they 
are evicted or become overcrowded, for example, and they may leave through their own accord, 
for instance, by moving in with a new partner or through being housed in affordable housing. No 
matter how many additional affordable dwellings are provided, people will still move in and out 
of housing need, although a larger affordable housing stock will enable them to find 
accommodation more easily and so will reduce the level of the backlog.  
 
23. Given that the shortfall can only be measured at a single point in time, yet is actually a flow 
over time, making provision for additional affordable housing to help to meet it is best done over 
a period of time. Good practice suggests halving the backlog over ten years. This would ensure 
that people spent less time in housing need, even if it could not prevent new people going in and 
out of need. Much depends on the size of the backlog. If it is currently very large in comparison 
with newly arising need, then making a larger provision would make a significant difference. 
However, if it is sufficiently small, it could be met over a much shorter time period (or even 
ignored). The backlog is addressed in this approach by estimating the total size at a given point 
in time, halving it and dividing it by 10 – in other words, estimating a flow of additional 
dwellings that will help to reduce the average size of the backlog over time.  

                                                 
3  Holmans et al, 2005, Building for the Future 2005 Update, Shelter, London. 
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24. It is important to note that the approach suggested here does not address issues of shortfall of 
provision of market housing, i.e. where actual build rates have been below those anticipated in 
regional and local plans. This highlights clearly the different roles of the planning system and the 
market. By definition, the planning system has to look to the long term but within the period of 
the plan there will be fluctuations in the market. Planners could look for the reasons for the 
shortfall in build rates (an example from the literature found that in one district a single 
developer owned all the allocated land and was deliberately restricting new housing supply to 
maintain high house prices. By allocating additional land, build rates were increased4). If, 
however, lower build rates than planned were found to reflect structural change such as industrial 
or other sectoral decline, it is likely that the planned housing requirement should be reduced.   
 
 
7. Approach to setting targets for social and intermediate housing 
 
25. The original methodology on which the preferred approach is based divides the dwellings 
required as estimated from the official household projections into two: the market sector, 
comprising owner occupation and private renting without the aid of Housing Benefit; and the 
affordable sector, comprising private renting with the aid of Housing Benefit and social renting.  
Demand for intermediate housing therefore comes from within these two groups. It comprises 
households in the private and social rented sectors who cannot afford to buy, but would be able 
to afford intermediate housing if it was available. The approach thus gives percentage targets for 
both social and intermediate housing at regional level. 
 
26. An issue presented in the brief was whether the Regional Plan should, or could, recommend 
that the same approach be used by the 11 HMAs when undertaking their own housing 
assessments. There is no reason why they should not follow the Holmans method, but this could 
well produce different sets of targets. They would not necessarily ‘add up’ to the regional target. 
In the regional figures, requirements for affordable housing in one area may be cancelled out by 
surpluses in another, whereas when figures are calculated for each HMA independently, the need 
for affordable housing in the most costly markets will be more apparent.  However, whatever 
method is used, it is highly unlikely that the HMA targets would match those produced in the 
present study.  This is not just dependent on the method – housing markets are dynamic and 
changing all the time, so that information quickly becomes dated, especially prices and rents 
data. Unless all HMA assessments took place at the same time using the same data sets as well as 
the same method, the outcomes are likely to be quite different.  
 
27. Related to this is the issue that in our experience, estimates of housing need produced from 
household surveys are usually higher than estimates produced from demographic projections. 
There are many reasons for this, all related to the fact that the two approaches are based on 
completely different methodological approaches.  For example, the questions asked in a 
household survey may be interpreted very differently by individuals. In some cases this has led 

                                                 
4  Rydin Y, 1985, ‘Residential development and the planning system: a study of the housing land system at 
the local level’, Progress in Planning, Vol. 24, Part 1, Pergamon Press, Oxford. 
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to accusations that the survey findings reflect ‘aspirations’ rather than genuine housing need5. 
We would therefore expect the HMA results in the East Midlands to produce higher estimates of 
housing need than the interim estimates produced here.  
 
8. Estimating the regional and HMA targets  
 
28. The second part of this project involved using the agreed approach that emerged from the 
first part to estimate percentage targets for social rented and intermediate market housing for the 
region as a whole and for the 11 HMAs separately. This is done in two stages: first, estimating 
the need for affordable housing if it were met in full in the place where it arose; and second, 
adjusting the resultant targets to take account of current policy, namely, the policy constraint 
imposed by the ‘preferred option’ in the draft RSS. The calculations for both stages are set out in 
Annex 4. A summary version is presented here. 
 
8.1 Estimating percentage targets on the basis of projected housing need 
 
29. Table 8.1 below gives the annual average dwelling requirement in each HMA and in the 
region as a whole, on the basis of projections of newly arising housing demand and need. It is 
important to understand that newly arising demand and need comes from households that were 
not yet formed in 2001 but are projected to form during the next twenty years. Current levels of 
homelessness, concealed households and other experiences of housing stress are not included in 
newly arising demand and need; instead they are addressed separately in an estimate of the 
current shortfall or backlog of housing need. The two estimates are then combined to produce 
percentage targets.  
 
30. In the context of newly arising demand and need, demand covers owner occupation and 
private renting without Housing Benefit; need covers social renting and private renting with the 
aid of Housing Benefit; and intermediate housing comprises households from both those sectors 
– namely, private renters and social renters who cannot afford to own but could afford shared 
ownership if it were available. The estimates are based on the official 2003-based household 
projections published earlier this year (2006). The factors which been taken into account are the 
net increase in households, changes in second homes and vacant dwellings, offsets to the ‘loss’ 
of relets from RTB sales, and replacement of losses to stock from demolitions, conversions and 
change of use. The total new provision required is then converted into an annual average whilst 
appreciating that actual provision may fluctuate from year to year.  
 
31. It should be noted that the estimated increase in the total stock of dwellings is greater than 
the projected increase in households because an increase in the number of vacant dwellings has 
been assumed, in line with the approach taken in the draft Regional Plan. This is explained in 
Annex 4, paragraph 35. 
 

                                                 
5  Unpublished research undertaken by CCHPR as part of the preparation of draft government guidance on 
Local Housing Assessments, ODPM, 2005 
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Table 8.1 Demand and need: HMAs and region, annual averages, 2001-2021 
 
HMA Market Intermediate Social Total 
Coastal Lincolnshire 1,295 30 290 1,615 
Central Lincolnshire 1,670 35 405 2,110 
Peterborough (part) 1,365 100 315 1,780 
Nottingham Outer 1,260 0 265 1,525 
Northern 1,465 0 370 1,835 
Peak Dales & Park 560 80 95 735 
Derby 1,835 0 430 2,260 
Leicester & Leicestershire 3,425 295 570 4,290 
Nottingham Core 2,115 165 275 2,555 
West Northamptonshire 1,255 230 320 1,805 
North Northamptonshire 1,460 65 360 1,885 
     
East Midlands 17,900 1,000 4,300 23,200 
Note: the East Midlands totals in Table 8.1 have been estimated independently – they are not a sum of the HMA 
figures. However, the two are very close.  
 
32. Table 8.2 presents the estimated shortfall or backlog of current unmet housing need (see 
section 6 above). This is all deemed to fall into the social rented sector as it comprises concealed 
households (from the working detail of the household projections), households in temporary 
accommodation (from DCLG HSSA data), and overcrowding in both the private and social 
sectors (from the Census).   
 
Table 8.2 The shortfall or backlog: HMAs and region 
 
HMA Shortfall at 

2001 
Halved Annual average if 

spread over 10 
years 

Coastal Lincolnshire 1,378 689 69 
Central Lincolnshire 1,667 834 83 
Peterborough (part) 1,234 617 62 
Nottingham Outer 2,044 1,022 102 
Northern 1,713 857 86 
Peak Dales & Park 1,079 540 54 
Derby 2,957 1,479 148 
Leicester & Leicestershire 7,897 3,949 395 
Nottingham Core 5,335 2.668 267 
West Northamptonshire 2,401 1,201 120 
North Northamptonshire 1,835 918 92 
    
East Midlands 29,540 14,770 1,477 
 
 
33. There is an issue over making full provision for social sector overcrowding in terms of new 
dwellings. This is because once an overcrowded social tenant household is rehoused, it leaves 
behind a smaller dwelling that is available for let to a smaller household. This implies that the 
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estimate for the backlog may be too high. However, national evidence from the Survey of 
English Housing shows that approximately one third of homeless households are vulnerable 
single persons, and so should be included as part of the backlog. In this respect, the estimate for 
the backlog may be too low.  
 
34. The final step is to add the backlog to the annual averages for newly arising demand and 
need and to calculate percentage targets for intermediate and social rented housing. This is 
shown in Table 8.3 below. 
 
Table 8.3 Annual affordable housing targets including the backlog: HMAs and region 
 
HMA Intermediate Social rented Total affordable 
 No. % No. % No. % 
Coastal Lincolnshire 30 1.8 359 21.3 389 23.1 
Central Lincolnshire 35 1.6 488 22.2 523 23.8 
Peterborough (part) 100 5.4 377 20.5 477 25.9 
Nottingham Outer 0 0 367 22.6 367 22.6 
Northern 0 0 456 23.7 456 23.7 
Peak Dales & Park 80 10.1 149 18.9 229 29.0 
Derby 0 0 578 24.0 578 24 
Leicester & Leicestershire 295 6.3 965 20.6 1,260 26.9 
Nottingham Core 165 5.9 542 19.2 707 25.1 
West Northamptonshire 230 11.9 440 22.9 670 34.8 
North Northamptonshire 65 3.3 452 22.9 517 26.2 
East Midlands 1,000 4.1 5,777 23.4 6,777 27.5 
 
 
8.2  Moderating the targets in the light of constraints 
 
35. There are three levels of robustness in relation to the information on which this approach is 
based, given that HMA targets as well as regional targets are required. These effectively provide 
a set of options for the region to consider. 
 

1. Direct regional information, which is more robust than sub-regional data, but which does 
not allow HMA figures to be produced directly.  

 
2. Direct HMA information which can be summed to produce a regional total that is 

internally consistent but does not total the independent regional total – it is larger. 
However, in this case, by coincidence the sum is not much larger than the independent 
total – 23,872 dwellings a year from summing the HMA figures as compared to 24,677 a 
year estimated independently (including provision to address the backlog in both cases). 
Therefore there is no need to control for the independent regional total. 

 
3. The regional total provided by the preferred option, in this case 15,240 dwellings a year 

for all HMAs excluding Northamptonshire. Controlling for this preferred option can be 
done in two ways: the first is simply to apply the same percentage targets to the smaller 
total dwelling figures that form the preferred option. This reduces all sectors of the 

 10



housing market: market, intermediate and social rented, by the same proportion. The 
second is to provide for the actual numbers of affordable dwellings identified as being 
needed (both intermediate and social rented) in the original estimate i.e. not constrained 
by the preferred option. The second method will produce higher proportions of affordable 
housing because less market housing demand is being met.  

 
36. For all HMAs except those in Northamptonshire, it was agreed to use the second method – 
meeting all of the identified housing need, but providing less market housing in total.  For the 
two Northamptonshire HMAs, which are growth areas, a larger total dwelling figure has been 
assumed in line with current draft plans (although these will be subject to change as part of the 
NIA Alteration process). Meeting the housing need identified by the demographic model used in 
this approach would imply smaller percentages for Northamptonshire (of a larger total figure). 
Therefore for Northamptonshire, the first method is used – applying the proportions identified in 
the model to the draft total housing figures. 
 
 
Table 8.4 Moderated targets in the light of planning policy 
 
HMA Intermediate Social rented Total affordable 
 % No. % No. % No. 
Central Lincolnshire 2 35 27 488 29 523 
Coastal Lincolnshire 3 30 38 359 41 389 
Peterborough (part) 7 100 28 377 35 477 
Nottingham Outer 0 0 25 367 25 367 
Northern 0 0 33 456 33 456 
Peak Dales & Park 19 80 35 149 54 229 
Derby 0 0 33 578 33 578 
Leicester & Leicestershire 8 295 25 965 33 1,260 
Nottingham Core 7 165 23 542 30 707 
West Northamptonshire 12 296 23 567 35 863 
North Northamptonshire 3 87 23 604 26 691 
    
East Midlands 5 1,088 27 5,451 32 6,539 
 
 
37. Providing for less market housing, however, not only fuels market demand, but constrains the 
developer contribution (overall) to affordable housing provision, because there will be fewer 
market units to provide the cross-subsidy.  This should be taken into account when considering 
delivery issues. 
  
38. Other modification of the targets must be a policy decision. Thus an approach can be taken 
over local concerns and rural issues at regional level, but modification of the targets to take these 
into account must be undertaken at local (HMA) level, ideally in the light of the findings of the 
HMA local housing assessments which are currently under way. 
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9. Specific approach to affordable rural housing 
 
39. The draft PPS3 requires a specific approach to affordable rural housing to be included as part 
of the Regional Spatial Strategy. While the duty to address affordable rural housing needs is at 
district level, there is a concern that rural issues are often left at the end of any list of priorities. 
The Regional Assembly wishes to ensure that affordable rural housing is seen as a clear priority 
in what is a highly rural region with no major conurbation. Therefore this study sets out some 
options that the Assembly can consider in determining their approach to affordable rural housing 
at regional level. 
 
40. Affordable rural housing is more difficult to achieve both because of existing planning 
constraints on development in small rural settlements and because of a lack of suitable sites. 
Rather than setting separate overall targets for rural areas, the approach suggested here sets a 
target for each HMA that reflects the average pattern of house prices, incomes, affordability, and 
demand over the HMA as a whole. It is recognised that actual affordability will vary within the 
HMA and that this may be a particular issue where there are rural and urban districts within the 
same HMA. This situation might commend joint delivery across the HMA rather than within 
each district separately (see above). 
 
41. In rural areas, there may be very few allocated sites, and those that exist may be small. It may 
therefore be sensible to adopt a lower site size threshold for affordable housing contributions in 
rural areas, perhaps for sites in settlements below a certain size. Equally, it may be preferable to 
adopt a higher quota for rural sites, particularly where affordability is a severe problem and 
where house prices – and hence land values – are high. This would allow such sites more easily 
to pass the viability test as described above.  
 
Options for rural affordable housing 
 
42. There is a tension in rural areas between meeting affordable housing need where it arises and 
ensuring that new affordable housing is delivered in sustainable locations. The edge of market 
towns and urban areas may be more sustainable in terms of access to facilities. Yet in many 
small rural communities existing services are under threat of closure, while ‘hidden homeless’ 
struggle to remain there. In these cases it may be more sustainable to provide additional 
affordable housing within the settlement.  
 
43. While recognising this tension, HMAs and local authorities should be encouraged to use all 
available mechanisms to secure affordable housing in rural areas, including lower thresholds, 
more ambitious quotas and the allocation of sites solely for affordable housing. They should also 
be encouraged to maximise the use of rural exception sites in small settlements. It will be 
important, whatever mechanisms are used, to ensure that affordable housing remains so in 
perpetuity. 
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HMAs and local planning authorities should consider: 
 

• providing support to Rural Housing Enablers (RHEs), who have been shown to play a 
vital part in securing additional affordable housing in rural areas, often despite initial 
local objections 

• reducing the Council Tax discount on second homes in rural areas to 10 percent 
• encouraging shared ownership and other forms of low cost home ownership in rural areas 
• encouraging purchase of property from the existing stock, particularly former council 

housing, rather than additional development 
• undertaking surveys of housing need that encompass several villages where relevant, as 

evidence shows people seek housing within groups of villages, not just one6.  
 
In smaller settlements LPAs should consider:  
 

• the potential to re-use farm buildings for affordable housing 
• whether empty homes can be reclaimed 
• conducting a sustainability appraisal of proposed locations 
• the potential for leasing from private landlords.  

 
In larger settlements LPAs should consider: 
 

• allocating sites solely for affordable housing 
• using higher quotas on larger sites 
• creating Community Land Trusts to retain affordable housing in perpetuity;RHEs can 

assist with this. 
 
 
10. Approach to achieving an appropriate mix 
 
44. Draft PPS3 states that an ‘overall balance between different household types should be 
provided for across the plan area, to ensure that housing provision is made for example for 
family, single person and multi-person households.  In planning at site level, it is important that a 
broad mix of housing suitable for different household types is provided for on larger sites. For 
smaller sites, the mix of housing should contribute to the creation of mixed communities’ (Draft 
PPS3, paragraph 21).  
 
45. The housing market is dynamic and constantly changing in response to demand and supply 
pressures. Therefore it is not possible to establish static targets on the appropriate mix of 
dwelling size and type that should be provided. However, districts should have a strategic vision 
of the kind of community they wish to achieve.  It is not essential that every neighbourhood be 
fully mixed – areas have different characters and those in town centres will attract a different mix 
of household types than more suburban areas. Thus the vision for one neighbourhood might be a 
cosmopolitan area, conserving historic buildings and attracting tourists, another may be more 
family oriented, with schools and other appropriate facilities.  

                                                 
6  The Extent and Impact of Rural Housing Need, draft final report to Defra from CCHPR, July 2006. 
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46. When carrying out local housing assessments, HMAs and districts should look at the types 
and sizes of dwellings that are currently selling fastest, because this will indicate an imbalance in 
available supply relative to current demand. The rate of house price increase is a good indicator. 
Simply looking at the overall mix within the total stock in an area is not sufficient, because at 
any one time only a proportion is actually available for new or moving households to access.  
 
47. It cannot be assumed that a particular size and type of market dwelling will be bought or 
rented by a particular household type. Some dwellings intended for owner occupation may be 
‘bought to let’. However, certain dwelling types will not attract some types of household e.g. 
smaller upper-storey flats will not be desired by large families. For the market sector, a 
reasonable range of different sizes and types should be made available, addressing any identified 
imbalance, in the context of strategic planning. For the social sector the allocation system means 
that dwellings can be more readily matched to households, although household types may 
change, e.g. through separation, divorce or widowhood, through re-marriage, and through the 
birth of children or when adult children leave home. 
 
48. In practice this is a tricky area for market housing, as not all single person households want a 
one-bedroom flat – indeed, with the increase in divorce and separation, the parent without 
custody may still require sufficient space for the children to stay. The largest increase in single 
person households is in the older age groups and these people in particular often aspire to, and 
can afford, larger units. In general, the planning authority should be aiming to ensure that large 
sites include a range of different sizes and types of housing, including a mix of flats and houses; 
whereas on small sites they should look at the immediate neighbourhood and aim to complement 
the existing mix or fill any obvious gaps 
 
49. In terms of affordable housing, the allocation system generally ensures that households and 
dwellings are more closely ‘matched’ in terms of size and type. Waiting list and homelessness 
data provide some indicators of the mix of housing that is needed. However, movement within 
the social stock is increasingly limited, so that there is potential for households to become over-
crowded as they grow. Re-housing some of these households into larger properties can have a 
knock-on effect on the supply of smaller units as these are vacated for use by smaller 
households.  Equally, as people age their need for additional bedrooms may decline, although 
they may still choose to remain in their own homes. These factors also point to the need for a 
mix of dwelling sizes and types within new social housing schemes.  
 
50. When determining what is an appropriate mix on a given site it is important to take account 
of not only the current overall mix of dwellings in the area, but particularly the mix of dwellings 
that are actually available at the present time. Only a proportion of market dwellings are up for 
sale or available to let at any one time, and equally there is a limited supply of re-lets from the 
affordable housing stock. New build is only a small proportion of available supply. The aim 
should be to achieve a reasonable balance across a locality, which could be a single site if that is 
large, but for most sites will include existing housing, both market and affordable. 
 
 
 

 14



 
11. Delivery mechanisms 
 
51. Whether or not the targets can be achieved will depend on a number of factors including the 
availability of public subsidy, the availability of subsidy from developers through S106, the 
availability and size of suitable sites and the political will to meet the need.   
 
52. Social rented housing on market sites using S106 normally requires both public subsidy and 
developer contributions7.  Where land values are not sufficiently high and/or public subsidy is 
unavailable, it may not be possible to deliver the agreed targets on all sites. Options to maximise 
delivery include adjusting the site size threshold on which developer contributions apply, 
adjusting the quota to be reached on a qualifying site, and adjusting the mix of dwelling sizes and 
types on the site.  In some instances, it may be possible to deliver shared ownership without 
grant rather than social renting, or there may be scope for a trade-off between the target number 
of affordable dwellings and the need to provide social rented housing rather than low cost home 
ownership.  
 
53. At the same time, consideration must be given to the contribution – or not – that a mixed 
tenure site will make to mixed communities. If, for example, the site is located in an area with 
mainly social rented housing, then adding more social rented housing to the same general 
location would not contribute to mixed communities and it might be better to ask for off-site 
provision or a commuted sum. If on the other hand the site is in an area that is primarily owner 
occupied, then clearly affordable housing, including both social renting and intermediate tenures, 
will make a contribution to mixed communities.  
 
54. Constraints on land supply can jeopardise delivery. However, within an overall HMA, some 
districts may have land capacity while others are constrained.  In such cases it may be possible 
for housing need to be met outside the district where it arises.  To achieve this, all the districts 
involved would need to include policies to this effect in their Local Development Framework. 
Such joint working has already been achieved in practice, notably Watford and Three Rivers in 
Hertfordshire. 
 
55. LPAs and housing associations should also consider the potential for the associations to 
borrow additionally against the increased equity value of past development, rather than purely on 
the basis of the projected income stream from proposed new development. This may be possible 
where associations have been developing for a long period of time, so that their early borrowing 
has been repaid while the properties built have risen in value.  
 
 
12. How the approach sits with the emerging approaches in HMAs 
 
56. The approach used in this report is considered to be the most robust and appropriate given the 
time constraints for producing the targets. This has meant that a full household survey was not 

                                                 
7  Monk et al, 2006,, Delivering Affordable Housing through S106: Outputs and Outcomes, Joseph Rowntree 
Foundation, York  
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possible and so the method uses secondary data only. The recommended approach is necessarily 
more robust at the regional level. The sub-regional HMA targets presented here should be 
considered as interim targets and subject to revision once the individual HMAs have conducted 
their own local housing market assessments and adopted their own methodologies. Where 
household surveys are commissioned, the data available may be much better than secondary data 
at sub-regional level, so that a more sophisticated ‘gross flows’ approach could be used, such as 
that taken by Bramley or in the draft Local Housing Assessment guidance8.  
 
57. The approach, including this report and its five annexes – on methodologies, data, literature 
and policy, technical paper, and rural housing – can be considered as part of the overall evidence 
base which has been used to inform the emerging RSS. It can therefore be used by the HMAs as 
they develop their own approaches.   
 
58. It should be noted that ‘bottom up’ approaches generally produce higher figures of housing 
need than ‘top down’ methods. This has implications for policy development in the context of 
recent rates of new housebuilding which have only achieved a proportion of current affordable 
housing targets.  Consideration should be given to whether bottom up methods are reflecting 
aspirations rather than needs. It should also be noted that in practice, using mean incomes and 
house prices are not the best guide to the affordability problems of lower income households, 
because both tend to have skewed distributions. Thus average values are pulled upwards by 
relatively few very high incomes and house prices. Using median values is an improvement. 
Using lower quartile values is better still.  Approaches are also sensitive to measures of what is 
affordable, such as 25%, 30% or 35% of a single or double income household – in practice some 
new purchasers are spending more than 40% of their joint incomes on housing, in the expectation 
that this is a good investment for the future. 

                                                 
8  Available on the Welsh Assembly Government website, together with annexes on commissioning a 
survey, etc. 
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Glossary of terms and abbreviations 
 
Circular 6/98: This states that a community's need for affordable housing is a material planning 
consideration which may properly be taken into account in formulating development plan 
policies and deciding planning applications. 

DCLG – Department for Communities and Local Government (formerly ODPM) 

HA – Housing Association 

HB – Housing Benefit 

HC – Housing Corporation 

HMA – Housing Market Area 

HSSA – Housing Strategy Statistical Appendix (formerly Housing Investment Programme – 
HIP) 

LHA – Local Housing Assessment 

LPA – Local Planning Authority 

ODPM – Office of the Deputy Prime Minister 

PPG3 – Planning Policy Guidance Note 3: Housing 

PPS3 – Planning Policy Statement No. 3: Housing 

RHE – Rural Housing Enabler 

RPG8 – Regional Policy Guidance Note 8: East Midlands 

RSS – Regional Spatial Strategy (Regional Plan) 

RTB – Right to Buy 

Rural Exception Sites: these are sites given permission for affordable housing on land that would 
not otherwise be developed. They are funded by Social Housing Grant together with the reduced 
land value (closer to agricultural values than land that is allocated for housing) that results from 
the restriction on its potential use. 

S106 – Section 106 of the Town and Country Planning Act 2000 under which contributions from 
developers to affordable housing on market sites can be sought by LPAs .  
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