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1 Revisions

Revision Date Originator Checked Notes

1.0 17 Nov 2016 Dr A Langley N/A 1st draft

1.1 18 Nov 2016 “ N/A Added draft watermark

1.2 7 Dec 2016 “ N/A 2nd draft

1.3 11 Dec 2016 “ PB, PA, AW 3rd draft

2.0 13 Dec 2016 “ N/A 1st Issue

2 Abbreviations

AONB Area of Outstanding Natural Beauty

CE Cambridge Econometrics Ltd.

CLG Department for Communities and Local Government

DCC Dorset County Council

GVA Gross Value Added

HMA Housing Market Area

LEP Local Enterprise Partnership

LKGS Local Knowledge Growth Scenario (an economic projection)

NPPF National Planning Policy Framework

pa per annum

PDC Purbeck District Council

PLP1 Purbeck Local Plan Part 1

PPG Planning Policy Guidance

SHMA Strategic Housing Market Assessment (2015 version, unless otherwise stated)
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3 Introduction

3.0.0.1 This is a commentary on the key issues that are driving the “objective”
assessment of housing need for Purbeck in the Partial Review of the Local Plan. It
relates primarily to the 2015 Strategic Housing Market Assessment [6] (SHMA), its
inputs and assumptions. It also refers to the predictions of the previous, 2011
SHMA.

4 Summary

• The National need for housing is met if every district meets its own
DEMOGRAPHIC need. In Purbeck, the 2015 SHMA [6] projects about 107
new dwellings pa from 2013-2033 (2140 overall), plus an allowance of a few
percent for those that may be left vacant. This is about the same as the 120
pa in the current Local Plan (PLP1) and lower than the 2011 SHMA [2]
concluded, so the more recent estimates suggest that the Inspector’s concern
over PLP1 may have been unnecessary.

• However, the outcome of the 2015 SHMA has been completely dominated by
ECONOMIC, rather than demographic, projections despite their uncertainty.
This is a product of the SHMA’s inputs, its assumptions and the questionable
confidence placed in housing needs derived from economic modelling.

• Very surprisingly, the economic projections and assumptions in the SHMA
have suggested a housing demand for Purbeck that is almost double the
demographic need (206 houses pa + vacants). This would generate
unprecedented net inward migration if built out.

• The economic projections have not involved businesses, been publicly
consulted, or adopted by Council and there is no narrative to explain them,
yet hundreds of millions of pounds and significant environmental impacts
hang on them (and the SHMA) being correct.

• Given the quantum leap in housing demand for Purbeck and huge
financial/environmental/infrastructure implications, a detailed review of the
economics across the Eastern Dorset HMA is needed before any updates to
the SHMA. It would be usual to have low, medium and high projections to
illustrate the sensitivity of the economic model to its underlying assumptions.
A proper supporting narrative and review/approvals process is essential.

• The assumptions in the SHMA, and its accuracy, also need to be reviewed as
they have a critical effect. Although some may claim the SHMA is completely
“objective”, in fact it contains many subjective decisions. The small size of
Purbeck produces significant statistical variability to some district estimates.

• A reduction in the average vacancy rate of dwellings could reduce the
requirement for new houses significantly. The high vacancy rate of 13.1%
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assumed in the SHMA [6] needs to be reviewed as it is inconsistent with the
proposed locations and types of new dwellings.

• Some consideration must be given to what happens after 2033, and how
decisions made now will change the future. It will be increasingly hard to
support a growing population in a district like Purbeck.

• The SHMA is just one input to the Local Plan and other considerations, such
as environmental constraints, can legitimately modify the final outcome.

5 The Background to Housing Need.

5.1 What is the “Demographic Need” for Housing?

5.1.0.1 The basic demographic need for housing in a district comes from
consideration of the resident population, and migration in and out. Starting with the
current population, historic trends of births, deaths and migration allow the
population of the future to be estimated. It is important to note that this is just a
projection of historic trends and takes no account of things like:

• changes in national immigration policy,

• war, famine, or plague!

5.1.0.2 The Office of National Statistics (ONS) makes sure that all the population
data it issues are mutually consistent and “add up” correctly at a national level.
Census data are used to correct periodically errors in annual estimates that would
otherwise grow over time.

5.1.0.3 From an ONS population estimate and its age/sex profile, the Department
for Communities and Local Government (CLG) estimates the number households
by taking into account how people make up households. Each household obviously
needs somewhere to live (a dwelling), but as some dwellings are vacant at any one
time, the requirement for dwellings is slightly higher than the number of households.

5.1.0.4 CLG produces household projections at District level periodically, and
they are intended to be the starting estimate of basic, demographic housing need.

5.1.0.5 Populations also need infrastructure and services such as transport,
retail, health, care and leisure facilities which have to be proportionate.

5.2 Why is Demographic Need Important?

5.2.0.1 National housing targets are fully met if all districts (or wider areas, such
as HMAs) meet their demographic housing need. This is a key point and the
reason why so much attention is paid to it. National projections can still be wrong
and they change from time to time, but government relies on them nonetheless.
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5.2.0.2 ONS and CLG projections should be benchmarked against local historic
data to check them for reliability, as nationally-derived statistics tend to be more
accurate at regional or higher level.

5.2.0.3 If one area decides to build more houses than demographically required,
somewhere else must build fewer or there would be a net over-supply of housing
nationally. In a heavily environmentally-constrained and rural area such as
Purbeck, it would not be surprising if its build rate were actually lower than
demographics would project. Higher build rates in other areas would have to
compensate for this shortfall.

5.2.0.4 In principle, demographic need already includes the need for “affordable”
housing because it is based on the total number of households in the population,
not the number that can afford market houses. The problem with delivery of
affordable housing is one of viability - can landowners and developers make
enough profit to convince them to invest in a development including enough
“affordable” units to meet local need? However, a small adjustment to demographic
need may be justified if local conditions are suppressing the formation of
households by the resident population.

5.3 How are Economic Targets Met?

5.3.0.1 National economic growth is supported if sufficient employment land and
relevant infrastructure are made available to meet demand for workplaces from
businesses. Note that business demand is the key issue here - there is no point
allocating employment land where it is not wanted.

5.3.0.2 It is normal that where people live (residence), and where they work
(workplace) are not the same. The location of workplaces relative to residences
determines commuting patterns. It is important that commuting can resolve this
geographic mis-match, as otherwise there would be a constraint on economic
growth.

5.3.0.3 It is desirable that commuting should be “short” (in time, distance, cost or
some other measure).

5.3.0.4 So, economic targets can be met if businesses have sufficient
employment land in the right place with commutable access to a suitable workforce
(that is properly housed). The NPPF prioritises these issues.

5.3.0.5 Short commutes are desirable for many reasons, so employment land
should be where businesses want it and housing for the workforce should be
nearby if possible. However, one cannot force people to work near their residence,
and many people will choose a longer commute even if there are houses closer to
their workplace. Commuting patterns are not wholly under the control of planners.
Obviously, the availability of infrastructure such as roads and rail has an impact on
commuting. Short commutes are regarded as being more “sustainable”.
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5.3.0.6 In practice, some regions will grow faster economically than others.
Those regions with higher growth will tend to attract more inward migration and
faster population growth. This trend, if it already exists, has already been factored
into the ONS population estimates, so it does not necessarily imply the demand for
housing will be above the demographic projection. Housing demand above
demographic projections may occur if the historic growth rate was lower than the
future expectation.

5.3.0.7 The above shows the importance of:

1. the demographic need for housing,

2. employment land and infrastructure,

3. a workforce resident within a “sustainable” commuting distance of workplace.

5.3.0.8 Economic growth rates, such as GVA growth, can be affected by factors
other than the number of jobs. A general increase in labour productivity, for
example, puts downward pressure on jobs for the existing workforce and may
outweigh any increase in workforce required for new jobs; it is quite possible for
GVA to rise while workplace jobs are falling.

5.4 The Duty to Cooperate

5.4.0.1 Local authority boundaries have little relevance to people or business, so
it is unrealistic to plan without consideration of nearby authorities. Hence the NPPF
demands that local authorities cooperate on issues such as the provision of
housing and employment land. Statistics for the Housing Market Area as a whole
(or a similar area) are more important nationally than those of the constituent local
authorities.

5.4.0.2 Implicitly, there is also a recognition that urbanised and industrialised
districts run out of resources eventually as their population grows. Increasing
population density may solve problems for a while, but eventually these districts
expand outside their boundaries and use the resources of their neighbours. Most
cities are good examples.

5.4.0.3 With expansion, there may be conflicts over land use because some of
the neighbouring land may be protected by environmental and other designations,
which is certainly the case in Dorset. If the nation is going to protect areas such as
AONBs in the long term, it is vital that planning constraints are strictly applied to
them. Otherwise, development will ultimately destroy these natural assets.
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6 The Purbeck Local Plan and Housing Need

6.1 The Purbeck Local Plan Part 1

6.1.1 Background

6.1.1.1 The current Purbeck Local Plan (PLP1) [1] covers the years 2006-2027.
It was adopted in 2012 following examination and calls for 120 additional dwellings
pa on average over the period (2520 in total to 2027). At the time, this build-rate
was lower than household-need modelling predicted (170 additional households
per annum in the 2011 SHMA [2], figure 6.3 and table 2 below). It was argued by
Purbeck District Council (PDC) that environmental constraints could not support
the full housing need without identifying further mitigation.

6.1.1.2 The Inspector, somewhat reluctantly, approved the PLP1 with
modifications, but insisted that an early review of the plan should be undertaken in
order to “Meet as much of Purbeck’s housing need as is possible.” ([1], Spatial
Objective 2) within the constraints on planning such as European Sites and
National Designations (the AONB et al.). The inspector noted that the demographic
housing need of the HMA overall would be met by the local plans of the other areas.

6.1.2 Projections based on PLP1

6.1.2.1 The assumed baseline number of dwellings in 2006 for the PLP1 is
missing, which is unhelpful, but the CLG estimate of housing stock was 21200.
This means that if the PLP1 were delivered, there would be 23720 dwellings in
Purbeck in 2027. Extrapolating this to 2033 at the same net build-rate of 120 pa
would result in 24440 dwellings.

6.2 The Purbeck Local Plan Partial Review

6.2.1 Changes at Central Government Level

6.2.1.1 Government planning requirements, methods and guidance have
changed over time, so it would not be surprising if projections have changed too.
The 2015 SHMA followed the most recent guidance and used 2012-based CLG
household projections1, suggesting Purbeck will have 21981 households by 2033
from a 2013 baseline of 19839 ([4] table 2)2.

1Now superceded by the 2014-based CLG projection.
2These numbers are actually slightly higher than the CLG projections, which show 21936 house-

holds from a baseline of 19781. It is not clear why.
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6.2.2 Vacancy Rates

6.2.2.1 The number of households in a District is generally less than the number
of dwellings, because some dwellings are vacant. For Purbeck, an abnormally high
vacancy rate of 13.1% was assumed in the SHMA, based on the 2011 census data
(the national rate is around 4.4%, or 6.3% regionally). This may be justified by the
high level of second homes in the district, but there seems to be no justification for
new homes which may not be of a type, or in a location, to appeal to second-home
owners.

6.2.2.2 Table 1 shows that second home ownership varies dramatically across
Purbeck from less than 1% to more than 25% of dwellings in a parish. This
variation means that with the planned distribution of new housing, the vacancy rate
of most new dwellings will almost certainly be less than 13.1%. The SHMA
therefore probably over-estimates the housing need.

Parish All dwellings 2nd homes % of 2nd homes

Affpuddle & Turnerspuddle 220 9 4

Arne 630 34 5

Bere Regis 841 18 2

Bloxworth 87 5 6

Chaldon Herring 84 19 23

Church Knowle 156 28 18

Coombe Keynes 38 7 18

Corfe Castle 710 82 12

East Holme 21 1 5

East Lulworth 88 3 3

East Stoke 177 6 3

Kimmeridge 54 5 9

Langton Matravers 479 79 16

Lytchett Matravers 1494 12 1

Lytchett Minster & Upton East 3509 16 0

Morden 150 2 1

Moreton 165 4 2

Steeple 41 7 17

Studland 258 68 26

Wareham St Martin 1159 15 1

West Lulworth 370 44 12

Winfrith Newburgh 325 25 8

Wool 2159 17 1

Worth Matravers 383 76 20

Swanage 5759 979 17

Wareham Town 2728 46 2

TOTAL 22085 1607 7.3

Table 1: Distribution of Second Homes in Purbeck (from 2014 Council Tax records)
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6.2.2.3 Note that if the average vacancy rate in Purbeck could be reduced to a
more normal level of around 6%, that would release around 1500 dwellings from
existing stock for new households - i.e. over 12 years of supply at 120 dwellings pa
without further direct environmental impacts. This could be achieved only by
policies that reduce second home ownership, and may not be deliverable, but the
opportunity is large.

6.2.3 Demographic Projections of Housing Need

6.2.3.1 If one accepts the high vacancy rate of 13.1%, then the demographic
projection in the SHMA equates to 24861 dwellings in 2033 from a baseline of
22438 in 20133 . This would require an average build rate of 121 pa from 2013 to
2033 (20 years).

6.2.3.2 The actual need for new dwellings is 107 pa. The extra 14 pa (+280 over
20 years) is the effect of the assumed vacancy rate of new dwellings.

6.2.3.3 If we assume a more typical vacancy rate of 6% on all new dwellings,
and no change on the existing stock, then the rate would drop from 121 pa to 114
pa and 24709 dwellings in 2033. Compared with the extrapolation of PLP1 in
section 6.1.2, this shows that 2012-based trends indicate a slightly increased rate
of household formation.

6.2.3.4 To summarise, the 2012 CLG projections suggest that the basic,
demographic housing need requires a net build-rate of less than 121 dwellings pa
from 2013 to 2033 (20 years), depending on assumptions about vacancy rates.
Ironically, this is about the same as the build-rate in PLP1, so it seems that the
Inspector’s concern over an apparent shortfall of housing was caused by an
overestimation of need in 2011.

6.2.3.5 This shows that even demographic projections are imperfect predictors.
Table 2 is a comparison of the household projection in the 2011 SHMA [2] and the
most recent data from CLG which is 2014-based but published in July 2016, so the
data prior to 2014 is historic rather than future. The table shows that by 2014, the
2011 SHMA projection was too high by 479 and by 2031 the projections differ by
1358. Note that both the 2011 baselines and the growth rates are different in the
two sets of data. This demonstrates how variable even demographic projections
separated by just a few years can be.

3Note: this baseline is not quite consistent with the 2011 census data and [3] which would suggest
22326, nor the CLG housing stock estimate of 22310.
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Year Households

(2011 SHMA)

Households

(2014 CLG)

Growth from 2011
baseline

(2011 SHMA)

Growth from 2011
baseline

(2014 CLG)

2011 19972 19684 0 0

2014 20482 20003 510 319

2031 23368 22010 3396 2326

Average annual

growth rate

2011-31

170 pa 116 pa

Table 2: 2011 SHMA and 2014 CLG Household Projections for Purbeck

6.2.4 Economic Projections

6.2.4.1 One significant change between the 2011 SHMA and the 2015 SHMA is
the precedence that has been given to economic over demographic projections. It
is true that the NPPF requires economic factors to be considered, and particularly
employment land, but there is no requirement that economic projections should be
given unqualified authority in the determination of housing need.

6.2.4.2 The problems with economic projections are:

• The assumptions within them are not always transparent and they may not
have been widely consulted or reviewed (as in Purbeck).

• Different models will produce different results.

• They are not consolidated at a national level to ensure overall consistency,
unlike demographic data.

• They may be deliberately optimistic to attract central government funding or
fulfil other goals and already include policy decisions.

• They are more volatile and unpredictable than demographic trends.

• Particularly at District level, the statistical uncertainty in underlying data is
large, which is one reason why they are called “projections” rather than
“forecasts”.

• There is much more scope for error and different assumptions when
predicting dwellings demand from workplace jobs rather than from
demographic trends.

• No one is accountable for delivery of the projections, and one cannot un-build
houses if projections turn out to be over-optimistic.
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6.2.4.3 Therefore, any changes to demographic demand by economic factors
need to be very carefully justified. In fact, [5] (para. 2.13) states that “Government
policy advises against using economic forecasts to reduce levels of planned
future housing provision”4. Clearly the government does not trust economic
forecasts when they give the “wrong” answer, so one wonders why the “right”
answer is any more credible.

6.2.5 Establishing an Economic Projection

6.2.5.1 Given the significance the SHMA attached to the economic projections,
one would expect at least:

• a statement of all input data, including an assessment of statistical uncertainty

• a statement of the key assumptions in the econometric model, its method,
when it was updated, its strengths and weaknesses

• a comparison of the projections (at district/unitary authority and HMA level)
with regional and national growth rates with an explanation of deviations

• an assessment of the sensitivity of projections to their input data

• a review and approvals process to allow others to comment.

None of these is available for the projections used in the 2015 SHMA.

6.2.6 Econometric Modelling and Housing Need

6.2.6.1 Two economic projections were used in the SHMA, both derived from the
proprietary Cambridge Econometrics Ltd. (CE) Local Economy Forecasting Model
(LEFM). This model uses historical information to project future workplace job
numbers assuming that there are no constraints on growth (such as workforce
size). It is important to note that such a model does not try to forecast the effect of
future policy or market changes. Inevitably, there is a high degree of uncertainty in
economic forecasting at a local level because of unforeseen events and statistical
errors.

6.2.6.2 The CE “baseline” projection in the SHMA is (presumably) the
unadjusted scenario from the LEFM. It predicts workplace job numbers around the
HMA from 2011 to 2025. DCC then extrapolated even further to 2033, although the
CE model does not itself support this step. Officers reviewed this baseline and
proposed adjustments to it based on their knowledge and experience. This then
generated the second scenario, called the Local Knowledge Growth Scenario
(LKGS). There seems to have been no direct business participation, public
consultation or formal approval of either of these scenarios and the methodology is
opaque. There is no narrative to explain the method, assumptions and conclusions.

4The source of this advice in the NPPF or PPGs is not stated
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6.2.6.3 G L Hearn, the SHMA consultants, generated projections of dwellings
need from these workplace job numbers. This process involves several,
unexplained assumptions that may not be correct. The outcome is quite odd, with
large deviations in both directions from the demographic trends. If different
assumptions had been made, the outcome could have been significantly different.
G L Hearn was aware of the importance of assumptions and has acknowledged it
in the SHMA.

6.2.6.4 The SHMA gives the illusion of far greater certainty in the data than is
real. When working with a small district like Purbeck, the statistical uncertainty in
underlying data can be enormous.

6.2.6.5 As an example, the ONS undertakes a Labour Force Survey to estimate
economic activity rates across the country (who is actively engaged in, or seeking,
employment). These are broken down to District-level by age and sex, but for a
district like Purbeck, some of the statistics are so uncertain that they are not even
quoted. Even the overall rate for everyone over 16 (the most accurate statistic) is
quoted as e.g. 60% with a 95% confidence interval of 9%. This means that the true
rate is likely to lie between 51% and 69%. In the SHMA (Table 21), similar statistics
are broken down by age and sex and quoted to three significant figures (e.g.
66.4%) but this statistic is actually less certain than the overall rate. Averaging data
over consecutive years or a wider area may reduce uncertainty somewhat, but at
the expense of an unknown bias error.

6.2.6.6 This uncertainty is not just an academic problem. It can mean that some
estimates at District level are totally meaningless because the uncertainty in the
underlying data is larger than the effect that is being estimated. One has to move to
larger populations before the uncertainty becomes low enough. There is no error
analysis in the SHMA or the economic projections, so no way of knowing what
confidence should be attached to the calculations.

6.2.6.7 Figure 1 shows the percentage differences between the dwellings need
deduced from economic scenarios and the demographics for each area within the
Eastern Dorset HMA in 2033. According to the assumptions, Bournemouth and
Christchurch would apparently have too many new houses, Poole is about neutral,
and the other areas would have too few houses if houses were built according to
demographic need. Purbeck shows the highest percentage increase in housing
need (a 92% increase in the LKGS relative to the demographic projection, i.e.
nearly a doubling from 121 dwellings pa to 232 dwellings pa). This compares with a
reduction of 23% in Christchurch. The average over the whole HMA is an increase
of 11.5% above the demographic projection.
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Figure 1: Percentage Differences in Dwellings Need, Economic relative to Demo-
graphic Projections.

6.2.6.8 Figure 2 shows the same data, but giving the number of dwellings rather
than percentage changes in dwellings for each area. Variances run into the low
thousands of dwellings for individual areas, and up to 5700 for the HMA overall.
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Figure 2: Differences in Dwellings Need, Economic relative to Demographic Projec-
tions.

6.2.6.9 The distribution of variances is strange, given that Bournemouth has the
fastest rate of population growth and is clearly a nucleus of economic activity. It
requires an explanation. The very large increase in housing in Purbeck would, if
fully built, result in far greater net inward migration. There is no prediction in the
SHMA of the population of Purbeck (including demand for schools, medical
facilities and care etc.) in this case.

6.2.6.10 The average increase in the LKGS over the whole HMA amounts to an
additional 285 dwellings pa above the demographic need. Of these, the SHMA
proposes that Purbeck should be supplying 111, or about 40%, which is a very high
proportion for the smallest District in the HMA. This anomaly arises because of the
geographic distribution of differences in figure 1 and the way in which G L Hearn
has chosen to deal with them5.

6.2.6.11 The SHMA assumes for Purbeck that any workforce shortfall must be
filled by workers moving into the District (and therefore increasing the need for new
homes).

5By offsetting all of the “excess” houses in Bournemouth and Christchurch against the deficit in
East Dorset, leaving only North Dorset and Purbeck with significant deficits to be filled
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6.2.6.12 However, in practice, the extra workforce could come from:

• workers already living in Purbeck who currently commute out (improving the
containment of the district),

• people living outside the District who are attracted to commute into Purbeck
(including commuting from outside the HMA),

• those living in Purbeck who are not currently economically active, but who
want a job,

• people who live outside Purbeck who are attracted to move into Purbeck for
work.

Of these, only the last one generates housing demand in Purbeck, yet it is the only
option considered in the SHMA. Increased labour productivity can also create
economic growth without requiring a bigger workforce (it may even reduce it) and
this is another variable to consider.

6.2.6.13 The SHMA’s conclusions (paras. 10.23-10.33) already acknowledge
that the outcome is dependent on assumptions that may not, in practice, apply. The
language in these paragraphs is qualified and anything but definitive. The
assumption of fixed commuting patterns is central in the estimation of housing need
from workplace jobs, and para. 10.30 recognises that this is not at all certain. In
fact, it is clear that commuting patterns do respond to changes in job opportunities
by observation of what has happened elsewhere.
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