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1. INTRODUCTION 

1.1 The Project 

This report presents research undertaken for the Housing Market Renewal Pathfinder 
organisation Bridging NewcastleGateshead (BNG) during the summer and autumn of 
2007 on ‘Modelling Future Markets’.  

The research was carried out primarily by Glen Bramley and David Watkins at the 
School of the Built Environment, Heriot-Watt University. However, the team also 
involved Profs Tony Champion and Mike Coombes of Newcastle University’s Centre 
for Urban and Regional Development Studies, on a limited basis, making an input on 
demographic and local knowledge issues.  

This introductory chapter proceeds by discussing our understanding of what the brief 
required, the main elements which we felt we could provide, and aspects of the brief 
that were expected to raise problems. It then briefly outlines our approach and sets out 
how the stages in the research are described in subsequent chapters. 

 

1.2 Understanding the Brief 

The original brief identified the following key requirements for the work 

a. Carry out impact assessments of proposed/ongoing interventions for a range of 
scenarios 

b. Assess the effect of projected house price increases in BNG strategic 
intervention areas. 

c. Develop a model that is capable of being updated by BNG and local authority 
officers 

d. Produce a report that interprets the findings of the modelling and makes clear 
recommendations for interventions that will have the most impact on future 
housing markets in the BNG area  

From subsequent discussion with BNG, we understood that the immediate priorities 
concern b. above, together with that part of a. which was necessary to fulfill b. (i.e. 
take account of known interventions), and that part of d. which was necessary to 
explain and interpret b. (but not full appraisal of intervention options or 
recommendations relating to these). It was also agreed not to include c. at this stage, 
as this would add significantly to the time and cost of the work.  

It was clear from the overall title for the project, as well as from the above points, that 
what was required was some form of economic model of local/neighbourhood scale 
housing markets. We have been carrying out research on local and neighbourhood 
level housing markets in England, particularly through a project recently completed 
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for the Joseph Rowntree Foundation1, which placed the research team in a position to 
offer a modelling capability of this kind. At the same time, this experience made us 
aware that modelling of market change at this scale is still in a ‘developmental’ phase 
and subject to many caveats and uncertainties.  

Although some caution, in terms of the level of expectation, needed to be attached to 
this project, we were nevertheless excited at the prospect of trying to develop an 
operational model of this kind, one of the first such models in the UK. In the event, 
we believe we have adapted and developed a suite of models which work well and 
provide a powerful tool to inform planning and policy interventions. 

Point a. above implies that a key aim is to identify the market impact of specific 
interventions. It was assumed that these interventions were primarily neighbourhood-
level initiatives, for example involving demolition, new building and/or upgrading of 
housing. The scope could be widened to include regional initiatives, for example 
major land releases or developments on the city edge or in neighbouring districts; 
alternatively the impacts of such things could be incorporated within the broader 
‘range of scenarios’ referred to. We certainly envisaged the ‘range of scenarios’ to 
also encompass different assumptions about macro and regional economic growth, 
employment conditions and interest rates. In the light of subsequent discussion, we 
now interpret point a. as requiring us to take account of known/likely interventions, 
and if feasible report on outcomes with and without some major interventions, rather 
than to offer a comprehensive analysis of the impact of all specific potential 
interventions. 

Point b. could be interpreted in different ways It might suggest that there is a 
requirement to see overall (national/regional or city-wide) house price 
projections/forecasts mapped out at neighbourhood level and perhaps in terms of 
specific housing types. This could imply quite a sophisticated model, which can 
account for differential house price movements of this kind at a disaggregated level. 
An alternative interpretation is that what is required is more in the nature of a 
calculation of the impact of price changes, mapped locally, on key implementation 
parameters of the regeneration programme: the cost of acquiring dwellings or land; 
the viability of market developments (vs need for gap subsidy); the compensation 
available to owners displaced; the affordability of home ownership options. A further 
aspect might be predictions of the rate of takeup of development opportunities in 
these areas by the private sector. Finally, the interest may focus upon the 
consequential impacts on household movement and location, including the 
demographic and social profile of local populations.  

We have attempted to develop models which provide a range of relevant outputs in 
terms of housing market outcomes and associated socio-demographic impacts. 
Nevertheless, the models and outputs are necessarily limited by the data available on a 
common basis for the whole country, with some enhancement from local data sources. 
This means that there are limits to the detail of outputs, for example in terms of prices 
for different types of dwelling. The project has not in practice gone into detail around 
issues of costs of different kinds of provision or intervention, but has concentrated on 
broader volumes of activity and their impact. 

                                                 
1 Bramley, G., Leishman, C., Karley, N. K., Morgan, J. & Watkins, D. (2007) Transforming Places: 
Housing investment and neighbourhood market change. York: Joseph Rowntree Foundation 
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Point c. suggested that what was required was a (relatively) ‘user friendly’ model with 
the capability of use by local officials, changing either the scenarios tested or the base 
assumptions/input data. The general expectation would typically be that such a model 
would be set up in the familiar spreadsheet environment of Excel. Creation of such a 
model would have been a discrete step beyond what currently exists within the 
context of the background research we have been engaged with, and is not completely 
trivial. The basic dilemma is that, the more flexible this model is made, in terms of 
parameters and inputs which can be changed, geographies referred to, etc. then the 
more large, complex and potentially ‘unfriendly’ it becomes. The underlying 
databases for our research are large and, in some senses, ‘messy’ datafiles in SPSS or 
STATA, created over a period of time in an incremental way as new sources have 
been tapped and new formulations tested. Simpler ‘user friendly’ versions tend to 
freeze the models at the particular stage of development. A further complexity is that 
some of these models involve finding solutions for simultaneous equations involving 
contemporaneous predicted values for key variables either for the same geographical 
zones or for contiguous/accessible zones.  

Having regard to the cost and time implications involved here, we agreed with BNG 
that we should not proceed with c. at this time. 

Point d. suggested that part of the work would involve testing quite a number of 
variant options for action in different intervention areas, against different background 
scenarios. It was agreed to restrict this to strategic issues and the impact of key 
interventions and economic changes on areas where BNG would be active. 

We noted that there is an existing ‘Targets and Trajectories’ model, which raised 
issues about reconciliation and consistency between this and the new model(s).  In 
practice we have made some use of data contained within this existing model to 
inform the way future supply is modelled, but the outputs of our models are not 
necessarily the same as those in this previous exercise. 

Points a. and d. both implied an emphasis on small area output and a model capable of 
reflecting neighbourhood-level relationships. We suggested that there are good 
reasons, in terms of data robustness and availability, for not attempting to model to 
the level of the smallest Census unit; and good reasons in terms of coherence for 
using one common set of units. For these reasons we have used wards in the most 
relevant of the modelling exercises previously undertaken, and it was agreed to 
continue following that approach in this project, especially given the timescale. 

Desirable outcomes 

In commenting later in this report on the market outcomes forecast for 
NewcastleGateshead, we make implicit assumptions about the outcomes which are 
considered desirable by BNG and their partners. These reflect the general objectives 
of the Housing Market Renewal (HMR) programme and our understanding of the 
background to this, particularly the problems of low demand and unpopular 
neighbourhoods which were apparent in these areas in the late 1990s and early 2000s. 
Thus, we assume that desirable outcomes, particularly for neighbourhoods targeted 
for action, would include the following: 

·  Higher house prices 



 6 

·  More investment in new housing, particularly by the private sector 

·  Lower vacancy rates 

·  More positive net migration 

·  More home-ownership 

·  Less concentrations of poverty and deprivation 

·  Lower turnover, particularly in the social rented sector 

·  More choice of housing types, particularly more preferred or aspirational 
types, and possibly less oversupply of types deemed obsolete. 

Some of these outcomes may be ambiguous, however. Higher house prices indicate a 
healthier market and more confidence in areas, but they can also create additional 
problems of housing affordability. It is difficult to determine the tradeoff here, which 
may change over time as price levels change and depending on the wider market 
situation. Quite clearly, elementary economics suggests that if you have more 
investment in new housing (bullet 2) you will increase supply and this will tend to 
reduce house prices (bullet 1). So again there is a degree of apparent conflict between 
different desirable things. Our modelling can indicate the extent to which more of one 
thing means more or less of another thing, but the ultimate judgement of how you 
weigh these up is a policy one. 

Further examples of possible apparent conflicts (or tradeoffs) are also worth 
mentioning at this stage. While the desire to see lower vacancy rates is 
understandable, it should be realised that the healthy operation of housing markets 
requires a certain level of vacancies. Furthermore, a general improvement in housing 
supply, which increases choice and opportunity, may necessarily entail some increase 
in vacancies, some of which may need to be demolished. While high turnover in 
social renting is generally indicative of low demand/unpopularity, high turnover is 
endemic in the private rented sector, which is generally expected to increase its role. 
A healthy private owner occupier market will entail somewhat higher turnover than a 
market which is failing.  

1.3 Undertaking the Research  

The research has involved adapting and refining existing market models, originally 
developed in previous projects, and then applying these to the NewcastleGateshead 
context. Two distinct, but linked, models are used.  

The first is a ‘Housing Market Area’ (HMA) level model  which predicts key market 
variables for larger spatial units on an annual basis for a period of 19 years (2000-
2018). This is a refinement and adaptation of an existing model which has been 
developed over a number of years. Chapter 2 describes this model, and explains the 
ways in which we have modified it for this exercise; Chapter 3 presents a baseline 
HMA-level forecast using this model, which places Newcastle and Gateshead in their 
wider regional and national context. Chapter 4 reports on the outcomes from using 
this HMA-level model to explore a number of alternative scenarios, relating to a. the 
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performance of the local and regional economies, b. the amount of new housing 
supply provided for through the planning system, and c. the level of HMR 
intervention in NewcastleGateshead.  

The second model forecasts Changes at Ward Level associated with the higher level 
market forecasts from the first model. This model has been effectively newly 
developed for this project, although it makes some use of calibrated relationships 
between changes in key variables over medium time periods derived from a previous 
research project (JRF Transforming Places) study. Like the first model, it is run for all 
areas in England (about 7,800 wards), and thus could in principle be applied to other 
subregional areas. However, for wards within NewcastleGateshead additional specific 
data inputs and assumptions have been incorporated, based on discussions with BNG 
and other members of the Steering Group and local data generated by BNG and 
partner organisations. This model forecasts changes to target dates (2011 and 2018) 
and compares with base period values (2005/06). Chapter 5 describes the model and 
its components. Chapter 6 reports baseline ward-level forecasts in detail, highlighting 
in particular the implications for BNG ‘Areas of Change’ (matched approximately to 
wards). Chapter 7 reports the results of comparing high and low intervention 
scenarios with the baseline, at this neighbourhood scale.  

Figure 7 in Chapter 5 (on page 39) provides a schematic picture of how the two levels 
of model work together.  

We believe that this two-level modelling structure is an appropriate way to analyse 
local housing markets. Our previous work has demonstrated that the factors which 
influence change at the market area level can differ somewhat from those which 
influence neighbourhood level change. At the same time, neighbourhood markets are 
part of wider markets and it is essential that these lower level forecasts are consistent 
with higher level estimates. It is a particular feature and strength of our approach that, 
by running the two levels of model in tandem and linking their results, such 
consistency can be guaranteed. In the process, the models provide information about 
the potential interactions and spillovers between what is happening in a locality and 
what is happening in wider market areas. The need to recognise such interactions is 
central to the philosophy underpinning both the HMR programme and the new 
approach to Strategic Housing Market Assessment ushered in by the CLG Guidance 
document published in 2007.  

In order to implement this approach, it has been necessary to maintain regular contact 
with BNG and their partner organisations, firstly to clarify the appropriate 
assumptions to apply in different scenarios and secondly to obtain as much relevant 
local data as possible. A considerable amount and variety of local data have been 
provided, and we have tried to incorporate this wherever possible in the modelling. 
Some of these data are relevant to updating the base position in the light of recent 
events, and some to projecting future housing supply and other interventions at a 
local/neighbourhood scale. 
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2. MARKET AREA MODEL 

2.1 Introduction to Panel based model of local/subregional housing markets. 

This model has evolved from earlier research by Bramley (1993, 1999), through 
versions based on 10 years of data (Bramley 2002, Bramley & Leishman 2005), to the 
most recent version based on 20-plus years of data and reported briefly in the recent 
JRF Transforming Places report (Bramley et al 2007). The basic model estimates 
econometric equations to predict house prices, new build output, migration and 
vacancies for each of 90 zones in England, based on annual data for the period from 
1983 to 2004. These results are then combined in a simulation model to track the 
impact of different scenarios (e.g. in respect of planning and land release) over a 19 
year period (currently 2000-2018).  

The zones are based on former Health Authority Areas, because much of the original 
data was derived from a project (with Champion and colleagues) to develop a 
migration model for England. Individual metropolitan districts such as Newcastle and 
Gateshead are separate zones in the model, with other zones comprising former non-
metropolitan county areas and groups of London boroughs. The model can be used to 
examine different regional planning scenarios, from the viewpoint of impacts on 
market prices and affordability, as suggested by the Barker (2004) Inquiry and 
reinforced by the newly-established National Housing and Planning Advice Unit 
(NHPAU 2007a and b).  It is also quite effective in generating predictions of the 
impacts on house prices and related market variables of specified changes in 
economic and labour market variables at national and regional levels. 

It is not appropriate to give a detailed technical account of the model here. Essential 
technical details are provided in Annex A to this report. However, it is perhaps useful 
to give a flavour of how the model works and what it takes account of. Overall, the 
basic econometric model predicts values for five key variables:   

�  new private housebuilding output  

�  house prices 

�  in-migration  

�  out-migration 

�  private sector vacancies 

Each of these is predicted for each area and year, based on regression models fitted to 
data over 20 years by 90 areas. Variables used to predict these outcomes include 
about ten factors which vary over time and space – e.g. employment growth, 
job/worker ratios, unemployment, household income, new and existing social renting, 
social sector relets, total population  - and another twenty or so variables which are 
measured for each area as single cross-sectional values – e.g. environmental factors 
like air quality, climate and derelict land,  urban form factors like density, housing 
quality and condition indicators, social composition measures, demographic 
characteristics.  
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In addition to values for the particular zone in question, these models take account of 
values of selected variables averaged for surrounding contiguous zones. In this way, 
the interaction of housing markets within and to some extent between regions are 
taken account of, although the inclusion of migration variables also provides a way in 
which such interactions are taken account of. Some variables are included in the 
model as lagged values2 or change values, to capture some of the dynamics of change.  

The five basic equations are estimated as a simultaneous system, recognising that 
housing market outcomes represent the resolution of market forces affecting supply 
and demand. Some of the variables may be used in combination to represent 
contextual scenarios, particularly in relation to economic growth and the labour 
market. Some are particularly useful as policy inputs to simulations, for example the 
amount of land released through planning for new housing, the amount of new social 
housing constructed and the share of brownfield land.  

 

2.2 Adapting and Utilising the Panel Model 

The Bramley-Leishman panel-based econometric model, as introduced above, is 
capable of producing simulated forecasts of housebuilding, house prices, vacancies 
and certain demographic numbers, conditional on planning scenarios for land release 
and social housing output, at subregional level (met district, nonmet county). This 
economic model can be shown to be broadly consistent with the Reading University 
‘Affordability’ model developed by Geoff Meen and colleagues and used by CLG and 
NHPAU to assess affordability implications of planning strategies (see Meen et al 
2005, NHPAU 2007a & b). 

Adjustments and Improvements 

A number of adjustments and improvements to the model have been made in adapting 
for use in this study for BNG. Some of these are minor and detailed matters, but 
others are much more significant. Among the former have been certain corrections to 
data in respect of missing values for one met district, adjustments for discontinuities 
in the unemployment and migration series, and so forth. When developing the longer 
period simulation version of the model for this study, it was found to be necessary to 
re-estimate some of the regressions to incorporate certain variables in slightly 
different form (e.g. using the log of house prices in surrounding areas), to avoid 
problems of extreme values causing instability over the longer period. Another 
technical modification was to allow the variable ‘occmig’ to vary in response to 
income changes; this variable measures socio-economic structure and is quite 
significant for its effect on house prices as well as out-migration turnover. It was felt 
that this was necessary to capture more fully the effects of income change on house 
prices, because part of the basis of income growth is upskilling of the working 
population.  

In most instances the forecasting equations use weights derived from econometric 
estimation on past data. This has been modified in one or two instances – for example, 

                                                 
2 The value of the variable for the previous year, or earlier years, to reflect time delays in market 
adjustments. 
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we have discounted an apparent positive relationship between vacancies and output. 
More importantly, we have introduced some imposed feedback effects from the 
overall household-dwelling balance, as described below. The migration equations 
remain less satisfactory in some respects, despite attempts to test variant formulations. 
However, an improvement now incorporated is that predicted migration (for ‘core’ 
age group 30-44) is now ‘controlled’ to a mixture of regional and national rates 
(internal migration is effectively virtually fixed at national level). This treatment 
allows some interregional shift of population to occur.  Another detailed change is 
that, in the latest simulation, we have incorporated a regression-based model for social 
sector net relets, so that this variable also becomes ‘endogenous’ within the system 
and we can report changes and differences in this as an outcome from the system.  

Household Growth 

Following discussion with BNG representatives, it was decided to try to incorporate 
within the simulation a more systematic treatment of the evolution of household and 
dwelling numbers over time, including the effects of demolitions and possible 
changes in household and population numbers in response to market conditions. 
Demolitions data derived from the recent JRF study are incorporated to provide base 
period (2000-2004) numbers. Future demolition numbers are rolled forward on the 
basis of continuance of these rates plus additional demolitions relating to any 
emerging ‘excess’ of dwelling stock over households of more than 4%, using a user-
controlled parameter (which can be varied for the BNG study area).  

New household formation is estimated for a base period using the demographically-
based method employed in the author’s well-known affordability-based needs model. 
However, a separate exercise using British Household Panel Survey (BHPS) 
longitudinal panel data is drawn on to derive an estimate of the sensitivity of gross 
household formation to changes in the local house price to income ratio – an elasticity 
of about -0.3 emerges from this analysis and is built into the simulation. This implies 
that affordability has some impact on household formation, but that the relationship is 
not very sensitive. This value is broadly consistent with some earlier research findings 
(as reviewed in Bramley et al 2006, Annex D).  It is assumed that household 
dissolutions are invariant with market conditions. Household numbers are also 
adjusted to take account of changes in migration.  

Migration 

The panel migration model predicts gross inflows and outflows as percentage rates for 
the core age group of adults aged 30-44, referring to internal (within-UK) migration. 
However, total migration will include all age groups and international migrants as 
well. The net flow of total migration is taken as ‘known’ for a run of years up to 
2005/06 from ONS estimates at LA level3. A base period adjustment factor is 
incorporated to account for the difference between ‘all migration’ and ‘core age 
migration’ as generated by the model. Changes in migration from base period levels 
as generated by the model are then incorporated in changes in population and 
household numbers from the baseline numbers derived from the official household 
projections. The model therefore does takes account of the demographic 

                                                 
3 Although ONS has re-estimated international migration recently, there are still questions and 
uncertainties about some of the figures. 
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structural factors incorporated in the conventional household projections, but 
also the reflects the impact of economic and market changes, since the base 
period, in modifying these numbers. As a further option, different future levels of 
international migration can be assumed. Net migration reported below now refers to 
all migration (all ages, domestic and international). 

Feedback Mechanisms 

A key decision was then made, following discussion with BNG and consideration of 
the issues in the light of other modelling work (such as the Reading model), to impose 
certain feedback mechanisms into the simulation model. These represent a deviation 
from, or modification of, the basic regression-based predictor models for house prices, 
migration and vacancies. The motivation here is to deal in a transparent and logically 
reasonable way with the situation revealed by the simulation model when run over 
longer periods, namely that in certain areas a progressively larger discrepancy tends to 
build up between household and dwelling numbers. In London and the south, 
household numbers from the official projection run ahead faster than new housing 
supply, even after factoring in the increased supply announced in the recent Green 
Paper. In some other areas, including northern urban areas, there is a tendency for 
dwelling numbers to run ahead of household numbers. Four feedback mechanisms  
are imposed in this way, all driven by the balance between dwellings and households, 
which may be termed ‘total vacancies’ but which also incorporates sharing (negative 
total vacancies can be enabled by sharing).  

·  As the balance between dwellings and households moves away from a central 
value (2.5% ‘vacancies’), house prices are raised or lowered by a factor 
proportionate to the deviation, using a factor of 2% change in house prices for 
1% point deviation in vacancy rate. 

·  As the balance moves away from this central value, migration is also adjusted, 
using factors of +0.2% for in-migration and –0.2% for out-migration for a 1% 
positive deviation in ‘vacancies’ (migration being measured in ‘percentage of 
total household’ units). This assumes that migration responds to quantity 
differences in the supply of dwelling units relative to household numbers, over 
and above the effects of market variables as estimated in the regression 
equations. 

·  As total ‘vacancies’ deviate from lagged private sector vacancy rates, the latter 
adjust by a factor of 0.3 

·  As already described, demolitions are also assumed to increase by a factor 
relating to the deviation of total ‘vacancies’ above 4%, the normal factor being 
0.2 

In addition to these four imposed adjustment factors, the modelled gross household 
formation rate also provides an indirect means of helping to bring the numbers into 
balance. If households tend to exceed dwelling numbers, prices are raised by the 
direct feedback mechanism (first bullet above), and this then reduces new household 
formation via the elasticity independently estimated from BHPS.  
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The effect of these adjustment mechanisms is that the system generates forecasts 
in which household and dwelling numbers do not get too far out of kilter. One 
significant consequence, however, is that household numbers are now forecast to 
deviate from the official household projection. In our baseline scenario forecasts 
we estimate that by 2016 actual household numbers in England will be about 270,000 
less than in the official projections. This shortfall is less than in earlier model runs due 
to the incorporation of more positive international migration figures. It is arguably a 
quite reasonable prediction that household formation may fall short, given the overall 
housing supply scenario. We will not be building enough houses for all of these 
households, and it is unlikely that they will all end up sharing. Intuitively, this 
discrepancy can be explained by saying that the household projections are trend based 
and utilise information from the period of the 1990s and very early 2000s, when 
demand was less strong and prices more moderate relative to incomes. We are now in 
a period with greater demand, from both economic and demographic forces, and the 
system is under more strain. However, this strain is much greater in London and the 
south than in the north. The effects of this dampening of household formation are 
considerably offset, however, by the higher level of international in-migration.  

Planning Policy Assumptions 

For the baseline scenario, we have tried to take account of the latest planning policies 
for new housing supply across the country as a whole, while reflecting the changes at 
regional level represented by the previous RPG and more recent RSS numbers. 
However, it should be emphasized that the model does not just plug in numbers of 
dwellings and assume that these will be built; rather, it feeds new land into the system 
(new planning permissions), and these together with the existing and modelled stock 
of outstanding permissions, interacting with the market variables, generates the actual 
levels of private building. New social units are determined more directly, but this is 
set up now so that these vary with the parameters governing land release (bearing in 
mind that s.106 is increasingly the norm for delivering social housing). Because of 
this indirect mechanism, we cannot easily generate exactly the numbers prescribed in 
RSS, although for the North East region we try to make the scenario reasonably 
consistent. Nationally, we are generating a scenario in which new build (private and 
social) rises to around 240-250,000 by 2016. However, we expect the increased 
releases to be more concentrated in the southern regions, with much less increase in 
the north, and an intermediate level in the midlands. It should also be mentioned 
that the model generates predictions for each year from 2000, even though for 
the first few years we have data on actual numbers. The predicted and actual 
may deviate, in particular years and areas, but they are broadly consistent.  

Presentation of Outputs 

The main output tables are set up to show the key outcome variable values for the 
particular authorities of interest for BNG, i.e. Gateshead and Newcastle separately, 
rest of Tyne and Wear, and rest of North East, and then the other GO Regions for 
comparison. In the charts we do not show all of these other regions, except one (the 
North West) for comparison. The model can of course show outputs for areas grouped 
in other ways –for example, rural vs. urban areas within broad regions. The model 
calculates values annually in sequence, but we only report those for selected years 
(2000, 2002, 2004, 2006, 2008, 2011, 2013, 2016, 2018).  
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2.3 Scenarios  

Baseline Scenario 

We report in Chapter 3 results from the latest version of the baseline scenario, 
drawing out particular features of interest and illustrating the kinds of outputs 
produced.  

In addition to the supply assumptions relating to RSS and Green Paper as already 
discussed, certain other core assumptions are outlined below. These reflect the 
Experian (2005) Report on the prospects for the core city-region (Economic Potential 
of the Regional Centre and Housing Market Implications). 

·  National GDP growth is assumed to follow fluctuating trajectory as shown in 
the CEBR (2004) Report (Centre for Economic and Business Research 
Scenarios for a Prosperous North East, Report to N E Regional Assembly, 
April 2004, page 43).  

·  the North East region is assumed to have a lower economic growth rate than 
average, by a factor of –0.6% pa in terms of real household income, but 
NewcastleGateshead is assumed to do rather better than the region at -0.3% pa 

·  employment growth is based partly on the zone’s actual growth 2001-04 and 
partly on a neutral value of zero, with NewcastleGateshead doing slightly 
better (growth of 0.4% pa). 

·  for other regions, relative income and employment growth is based on actual 
averages over the period 1993-2004, separately for urban and rural areas 
within four broad regions 

·  interest rates are assumed to rise slightly, then stabilise 

·  population grows at the actual rate experienced 2001-2004, but then modified 
by any deviations in migration from the base period.  

·  a factor for ‘Buy to Let’ investment is included, based (up to 2004) on national 
volumes of mortgage lending for BTL distributed locally pro rata to 2001 
private renting; this factor, which affects house prices and vacancies, is 
assumed to continue growing in the future (by 25% over 2004 value to 2008, 
40% to 2011, and 65% by 2016). 

It should be noted that this baseline forecast makes no allowance for significant or 
lasting impacts from the current financial market turmoil and ‘credit crunch’ 
conditions on the general housing market, nor for any specific impacts on 
NewcastleGateshead of the particular difficulties facing Northern Rock. It may be 
argued that impacts of the former situation may be relatively short-lived, hastening a 
possible market correction in 2008 but not necessarily having much impact in the 
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longer term. The Northern Rock issue might be seen as being reflected in a lower 
economic scenario for the region4, as discussed in Chapter 4 (see below).  

Variant Scenarios 

The main interest of the simulation model is to compare the baseline with specified 
variant scenarios. In this study we have run three sets of such comparisons, and these 
are discussed in Chapter 4. 

·  ‘High’ and ‘low’ economic scenarios, in terms of income growth, 
employment growth and unemployment applied to the North East region as a 
whole (and differentially to NewcastleGateshead as ‘core’ city areas). 

·  ‘High’ and ‘low’ supply scenarios, in terms of land release, applied to North 
East urban authorities as a group (and differentially to NewcastleGateshead) 

·  ‘Policy off’ versus ‘policy on’/‘high intervention’  within the two BNG 
authorities; this simulation varies amounts of land release, new social housing, 
demolition rates and in addition the application of a set of specified 
improvements to local environmental and housing conditions assumed to 
result from the higher level of Pathfinder intervention 

                                                 
4 The problems of Northern Rock reflect financial credit conditions which will affect mortgage lending 
generally across the country as a whole, but as an organisation with a concentration of employment in 
the North East there might be a regional economic impact. 
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3. BASELINE MARKET AREA FORECAST 

3.1 New Build Output 

Table 1 shows output numbers for gross new private and social completions for 
selected years for the two BNG authorities, comparator areas and England. It should 
be emphasized that these are modelled (even for the early years), and also that net 
dwelling change figures would be much less because of demolitions (which are 
especially significant in Newcastle). The England totals rise to the target level by 
2016 and continue rising slowly after that. Despite the relatively modest planning 
increases incorporated for these northern areas, output is forecast to rise substantially 
over this period, more so in BNG than in RoTW or RONE. The numbers are intended 
to approximate to RSS numbers for 2016, although they do not precisely match at LA 
level.  

Table 1: New build output numbers (gross, private and social) 2000-2018 

Year Gateshead Newcastle RoTW RoNE 
Nth 
West England 

2000 591 452 1,375 3,752 17,397 157,807 
2002 478 451 1,491 3,389 13,575 143,168 
2004 556 524 1,462 3,517 14,778 156,803 
2006 522 545 1,249 3,392 14,250 146,915 
2008 534 797 1,297 2,136 15,775 182,605 
2011 733 894 1,925 4,368 21,465 235,582 
2013 727 896 1,801 4,115 22,041 246,813 
2016 755 933 1,861 4,274 22,961 257,001 
2018 759 933 1,899 4,358 23,172 260,213 

 
Figure 1 
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Figure 1 shows the trajectories of private completions expressed as a percentage rate 
on resident households. Both Gateshead and more particularly Newcastle rise more 
than England or RoTW/RONE, although the latter catch up a little later on. These 
North East areas generally appear to grow more than the North West.  
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3.2 House Prices 

Table 2a-b and Figure 2 shows the forecast trajectory for house prices, for the most 
common house type in the underlying Nationwide data, and discounting general 
inflation since 2004. What this shows is a steep upward movement in real house 
prices, in all areas, most of which has already happened but which is forecast to 
continue at a more moderate rate in most areas. Newcastle prices rise much more and 
to a significantly higher level than Gateshead and ROTW, which are similar. RONE 
also rises quite a bit but less than Newcastle. The northern areas show a pause 
between 2006 and 2008, with resumption of moderate increases after that. Figure 2 
suggests a widening of the differential between Newcastle/Gateshead/RoTW and 
England over the period as a whole.  
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Table 2a: House prices in real terms 2000-2018 
(Nationwide ‘Type 3’ house, @ 2004 general price level) 

Real HOUSE PRICES Real @2000 price levels  
Year Gateshead Newcastle RoTW RoNE Nth West England 

2000 54,572 61,920 56,165 56,425 62,787 81,400 
2002 66,010 78,305 66,688 70,547 77,681 102,894 
2004 82,545 104,281 82,623 91,538 100,955 137,094 
2006 74,461 94,947 79,168 86,166 97,008 155,403 
2008 79,355 102,970 84,168 95,441 106,241 164,302 
2011 90,364 120,148 94,740 109,346 124,353 187,300 
2013 90,057 122,046 93,899 111,097 131,145 197,251 
2016 92,354 126,541 95,412 113,823 137,756 208,598 
2018 95,403 131,221 97,292 115,816 143,164 219,505 

Note: ‘type 3’ is most common type, defined as 1-3 bedrooms, not detached or 
bungalow, with central heating. 

Table 2b: House prices in nominal terms 2000-2018 
(Nationwide ‘Type 3’ house at current price level) 

Year Gateshead Newcastle RoTW RoNE 
Nth 
West England 

2000 49,440 56,096 50,883 51,118 56,882 73,744 
2002 62,829 74,532 63,474 67,148 73,938 97,936 
2004 82,545 104,281 82,623 91,538 100,955 137,094 
2006 78,231 99,754 83,176 90,528 101,919 163,270 
2008 87,593 113,659 92,906 105,349 117,271 181,359 
2011 107,415 142,818 112,616 129,978 147,816 222,641 
2013 112,469 152,418 117,267 138,745 163,782 246,340 
2016 124,206 170,184 128,319 153,079 185,266 280,542 
2018 134,803 185,412 137,471 163,645 202,287 310,154 

 

Figure 2 
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Table 2b shows the equivalent prices in nominal (money) terms. This shows an 
apparent picture of greater increases due to inflation. Later we comment further on 
different price measures  for BNG areas. 

3.3 Affordability 

Affordability has come to the top of the policy agenda recently, and is given a new 
importance in the planning system following the Barker Reports, the recent Green 
Paper and preceding policy announcements, and the establishment of the NHPAU. 
The most commonly used and simple measures are house price to income ratios; 
however, these vary according to how the numerator and denominator are defined. 
More sophisticated measures take account of mortgage service costs (interest rates), 
household size, etc.  

Table 3: Mean House Price to Household Income Ratios 2000-2018 

Year Gateshead Newcastle RoTW RoNE Nth West England 
2000 3.18 3.38 3.13 2.92 3.14 3.51
2002 3.75 4.17 3.64 3.61 3.78 4.30
2004 4.56 5.40 4.38 4.56 4.79 5.55
2006 4.02 4.80 4.12 4.21 4.46 6.01
2008 4.16 5.06 4.28 4.56 4.71 6.14
2011 4.51 5.61 4.62 5.02 5.20 6.60
2013 4.41 5.60 4.53 5.04 5.35 6.78
2016 4.38 5.62 4.49 5.04 5.38 6.86
2018 4.39 5.66 4.47 5.01 5.38 6.95
 

Figure 3 
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The national picture is of these ratios rising steeply from 2000 to 2004, and then more 
slowly since then. The prospect is forecast to be a continued moderate rise, slowing 
around 2016 as more supply kicks in. This is consistent with at least some runs of the 
Reading model undertaken by NHPAU (2007a & b). Ratios in the north are generally 
lower than the south and especially London (10.51 in 2006, 13.24 in 2016). So far as 
BNG is concerned, Newcastle’s ratio rose significantly higher than Gateshead’s by 
2004, and is forecast to remain higher to the end of the period. Newcastle’s ratio is 
similar to the England average in 2004 but is forecast to fall below that again, tracking 
fairly close to the North West.  Gateshead starts above  ROTW but moves slightly 
lower, and lower than RONE after 2006. Newcastle’s higher value reflects its lower 
incomes compared with England, despite its lower prices.  

The ratio used in this model is of the mean NBS ‘type 3’ price to the mean gross 
household income. Other analysts and the Government use ratios defined in different 
ways. For example, the Government and the NHPAU refer to the ratio of Lower 
Quartile Price to Lower Quartile of Full Time Earnings. In 2007 this ratio stood at 
5.30 in the North East and 7.10 for England, and it is expected to rise to 5.7 and 7.9 
by 2016 on current plans. The comparable ratios in our model are 4.3 and 6.01 in 
2006 and 4.82 and 6.86 in 2016. This shows that the lower quartile ratio tends to be 
higher than the mean ratio used in this model. The extent of the difference varies 
between regions and probably over time.  

3.4 Migration and Households 

Figure 4 
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The migration data underpinning the model and the way migration is treated have 
been significantly improved from earlier versions, although this remains an area of 
some uncertainty. Figure 4 shows the net migration rate, now calculated for all age 
groups and including international migration. The figures for 2004-06 reflect actual 
data for that period. The picture looks slightly confused, owing to some volatility at 
individual zone level, but the main features can be drawn out. For England as a whole 
net migration was at a high level in 2004-05 following EU enlargement and in the 
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central forecast this is assumed to drop back a bit to levels characteristic of the early 
2000s (themselves well above historic levels). Newcastle reflects the high national 
picture up to 2008 but then falls back to settle at a more neutral position in the later 
years (still better than its historical record). Gateshead rises sharply to 2008, then falls 
back to a more moderate positive rate thereafter. Both authorities clearly 
outperform ROTW, while falling rather short of matc hing RONE.  

Table 4 compares the model forecasts of core age (30-44) UK migration rates with the 
associated all migration (all ages plus international), as discussed above. For 
Gateshead, core age rates are lower than all migration in 2004, higher in 2006, and 
then similar thereafter. For Newcastle and RoTW core age rates are always lower than 
all migrant rates, and they are usually negative. For RoNE, the relationship is the 
other way around, with larger positive figures for core age and smaller figures for all 
migrants. This confirms that for most of the conurbation (except to some extent 
Gateshead), there is a net loss of core age migrants and a net gain of 
young/old/international migrants. 

Table 4: Comparison of Net Migration Rates for Core Age 30-44 and All Migration 
for North East areas 

Year Gateshead Newcastle RoTW RoNE 
 Core Age    

2004 -0.67 -1.12 -1.95 1.14
2006 0.37 0.02 -0.94 2.57
2011 0.21 -0.38 -1.23 1.57
2016 0.23 -0.48 -0.87 1.87

 All Migration   
2004 -0.01 0.40 -0.04 0.25
2006 -0.04 0.16 0.12 0.20
2011 0.24 0.11 -0.29 0.19
2016 0.25 0.01 -0.17 0.29

 

Underlying these overall rates, several different processes are going on. The core 
cities continue to lose core age population to the surrounding region, and to some 
extent to the south. They gain young households and students. And they have gained 
recently from the enhanced international migration, especially A8 migration. All of 
these points apply more strongly to Newcastle than to Gateshead. 

It is particularly interesting to look at the forecast household numbers and compare 
them with the official projections, which we can do at several dates as in Table 5. For 
England as a whole, our model suggests that household growth will fall slightly short 
of the official projection by 70,000 in 2006 and 270,000 in 2016. The reasons for this, 
to do with housing supply limitations, and how this is partially offset by international 
migration, were discussed earlier.  
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Table 5: Household Numbers Comparing Official Projection and Model Forecast 
at three dates 

Period Household Numbers      
 Gateshead Newcastle RoTW RoNE Nth West England Difference 
Base2000 84,614 111,926 267,586 597,483 2,799,596 20,343,722 
        
Proj2006 86,000 115,000 277,000 629,000 2,935,000 21,489,000 
Fcst2006 85,663 114,627 273,773 629,338 2,917,607 21,420,565 -68,435
        
Proj2016 89,000 120,000 295,000 665,000 3,177,000 23,698,000 
Fcst2016 90,738 121,921 286,659 663,282 3,111,922 23,429,441 -268,559
 

For Gateshead, it appears that forecast household growth will be close to or slightly 
above the projected numbers, with a growth of 6,000 over 16 years. For Newcastle, it 
is now forecast that household growth will be about 10,000, which again is just 
slightly more than the projection. Without the recent surge of international migration, 
Newcastle would have fallen short of projection numbers.  There is forecast to be 
some shortfall in household growth relative to projection for RoTW and to a marginal 
extent for RoNE, with a similar situation in the North West.  

3.5 Vacancies and Demolitions 

For demolitions we take estimates of actual demolitions up to 2005 and model future 
demolitions from this basis, but with additional numbers forecast where ‘total 
vacancies’ exceed 4%. The results are shown in Table 6. There is expected to be a 
general increase in demolitions across the country, especially after 2011, but 
demolition numbers tend to be greater in the northern regions.  The base level rate for 
Newcastle has been adjusted downwards to make the numbers there more consistent 
with local data. Numbers remain quite high in Newcastle and this is expected to 
continue – in the early part of the period, Newcastle has low net dwelling change, due 
to demolitions. For Gateshead numbers are lower and fluctuate somewhat. For RoTW 
and RoNE there is expected to be some increase in demolitions.  

Table 6: Actual and Modelled Demolitions (all tenures)  

Year Gateshead NewcastleRoTW RoNE 
North 
West England 

2004 176 332 681 1058 4131 17871
2006 272 495 685 1274 5120 20543
2008 216 349 688 1066 4422 19535
2011 180 338 695 1077 4252 19393
2013 182 341 702 1089 4543 21651
2016 186 346 724 1108 4605 23710
2018 188 349 745 1158 4614 24640

 

Table 7 and Figure 5 show forecast private sector vacancy rates over the period. 
Whereas for England there is a gentle fall followed by a gentle rise, in our study area 
there is more fluctuation at a generally higher level. Vacancies rise to 2006, fall to 
2011, rise a bit to 2013, then fall again thereafter. Increased vacancies can be driven 
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by increased supply as well as other factors. Newcastle has a higher vacancy rate 
than Gateshead through most of the period although the gap does close by the 
end. RoTW and RoNE may see some increase in vacancies towards the end of the 
period although their levels are below that of Newcastle and Gateshead. 

Vacancies are an important target indicator for HMR Pathfinders. These baseline 
forecasts provide some basis for cautious optimism but also remind us that vacancies 
cannot be assumed to move in the right direction in all circumstances and will reflect 
market influences. 

Table 7: Private Sector Vacancy Rates 2000-2018.  

Year Gateshead Newcastle RoTW RoNE Nth West England 
2000 2.66 4.63 3.32 3.38 3.67 3.21
2002 3.08 4.33 3.53 3.30 3.81 3.31
2004 3.29 4.42 3.86 3.27 3.98 3.50
2006 4.36 5.16 3.64 3.81 4.19 3.06
2008 4.20 4.65 3.24 3.23 3.71 2.84
2011 3.61 3.97 2.72 2.57 3.04 2.61
2013 4.43 4.61 3.22 2.94 3.32 2.89
2016 4.10 4.10 3.23 3.11 3.20 2.99
2018 3.93 4.00 3.28 3.34 3.30 3.14

 

Figure 5 
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Relet rates in the social sector are a related indicator of low demand. As mentioned 
earlier, the model now includes a predictive function for net relets, and the forecast 
results from this are shown in Figure 6. There is an initial drop forecast, from 
currently high rates, in Newcastle and RoTW, but after that a fairly stable pattern, 
albeit at a higher level than in England.  
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Figure 6 

Net Relet Rate 2004-2018
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4. REGIONAL AND MARKET AREA SCENARIOS 

4.1 Economic Scenarios  

We have tested the variant economic scenarios compared with a central forecast. The 
parameters of these are a matter of judgement but this has been informed by 
consideration of the various economic scenarios discussed and modelled by 
consultants on behalf of OneNE and BNG. The higher scenario can be related to the 
‘silver/ bronze’ scenarios developed for OneNE, with the additional allowance for 
more favourable performance of the core city. In simple terms, the higher scenario 
assumes growth of incomes 0.4% pa higher than baseline for the region, and 0.8% 
higher for NewcastleGateshead from 2005 onwards. The lower scenario corresponds 
to the ‘Slowdown’ discussed in the 2005 report, and assumes growth of incomes 1.1% 
pa lower than national, for both region and core. The corresponding job growth rates 
are 0.3% pa positive (region)/1.0% (core) and –0.3% pa negative respectively. There 
is a corresponding effect at one-third of this on the unemployment rate.  

Table 8 shows a comparison of the results in terms of a range of key outcome 
measures for Newcastle and Gateshead specifically, at three dates.  

The higher growth scenario would push up house prices, by 8.2-8.5% in 2011 and 
13.4-13.9% in 2016. The differences between Newcastle and Gateshead in these 
percentage changes are slight. That would be for a 14% relative increase in incomes 
cumulated over the 12 years, compared with the baseline. This suggests a roughly 
one-for-one relationship between income and price changes.  The lower growth 
scenario is not an exact mirror image, and the resulting changes in prices (7.5-7.9% 
by 2016) are less. Even under this low growth (‘slowdown’) scenario prices are still 
forecast to rise slightly in real terms, but not by a lot.  

Because these scenarios are driven by different trajectories for income, these price 
changes do not map directly onto affordability.  Because price and income changes 
are of a similar order of magnitude, affordability does not in fact change a lot. 
Affordability hardly changes under a higher growth scenario, while under the 
low growth case there is a slight deterioration at the end of the period. The 
general view economists have of the British housing market is that prices are quite 
responsive to incomes, and consequently that economic ‘good times’ may go with 
worse affordability. However, in our model these effects are almost neutral.  

The effects of economic growth variations on output and net dwelling growth are 
generally positive in our model. There are direct effects on new build output, effects 
via house prices, and indirect effects via vacancies/demolitions. The higher growth 
scenario would raise net dwelling growth by 6-7% in Gateshead and 10-14% in 
Newcastle. There would be a similar order of negative effect under the low growth 
scenario. 

According to this simulation, the effects of higher growth on net migration would 
be relatively slight, but very slightly positive by the end of the period. There are 
several reasons for this finding. Firstly, international migration is treated as fixed in 
this scenario, whereas in reality it is probably partially responsive to economic 
conditions. Secondly, internal migration is controlled against a mix of national and 
regional net averages. Thirdly, not all of the relationships estimated in the 
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econometric equations for in and out migration are exactly in line with expectations, 
and indeed some earlier research (ODPM 2002 ‘MigMod’ study) has found that 
economic improvement in northern urban areas could increase out-migration as much 
as in-migration. 

This helps in turn to explain the next finding as well, which is that the number of 
households would be almost invariant to the economic growth scenario. The lack 
of a net migration effect is one reason for this. The other reason is that, because house 
prices move close to in step with income, household formation change is also 
neutralised.  

It appears that housing vacancies would rise slightly under a favourable economic 
scenario, and vice versa. Private vacancies would be 7-9% higher by 2016 (i.e. 
higher  by 0.29-0.38% points) under the high growth scenario, with a rather smaller 
negative effect under the low growth scenario. This is the logical corollary of supply 
increasing in response to higher demand without a corresponding increase in 
household numbers. This “vacancies” effect may be seen as perverse or unhelpful 
from the market renewal viewpoint, where a major aim is to reduce vacancies. But 
taking a broader view of the housing market, vacancies may also increase as a 
corollary of ‘affluence’ and ‘plenty’ – more choice allowing households to filter up 
the market and, as a corollary, dwellings to filter down. This issue arises also in 
relation to the supply scenarios. 

However, higher economic growth would have the effect of slightly reducing social 
rented relets. From a low demand perspective that is a desirable shift, but the size of 
the effect is quite small. In a context of shortage and unaffordability, it would be seen 
as less helpful. 
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Table 8: Comparison of Outcomes under Different Economic Growth Scenarios 
versus Baseline 

 Economic Growth Scenarios    
  Real House Price    
Area Year Baseline High Econ Low Econ  
   Growth % diff Growth % diff 
Gateshead 2006 74461 77018 3.4 72453 -2.7 
 2011 90364 97755 8.2 85522 -5.4 
 2016 92354 104684 13.4 85402 -7.5 
       
Newcastle 2006 94947 98363 3.6 92277 -2.8 
 2011 120148 130314 8.5 113616 -5.4 
 2016 126541 144127 13.9 116492 -7.9 
       
 Economic Growth Scenarios    
  HPIR Affordy    
Area Year Baseline High Econ Low Econ  
   Growth % diff Growth % diff 
Gateshead 2006 4.02 4.07 1.2 3.97 -1.1 
 2011 4.51 4.52 0.3 4.51 0.0 
 2016 4.38 4.36 -0.4 4.45 1.7 
       
Newcastle 2006 4.80 4.86 1.4 4.74 -1.3 
 2011 5.61 5.65 0.6 5.61 0.0 
 2016 5.62 5.62 0.0 5.69 1.2 
       
 Economic Growth Scenarios    
  Net Dwelling Growth    
Area Year Baseline High Econ Low Ec 
   Growth % diff Growth % diff 
Gateshead 2006 250 262 4.4 240 -4.1 
 2011 552 593 7.4 519 -6.1 
 2016 570 606 6.3 527 -7.4 
       
Newcastle 2006 50 65 30.0 36 -27.7 
 2011 556 611 9.8 513 -7.7 
 2016 587 671 14.2 528 -10.1 
       
 Economic Growth Scenarios    
  Net Migration Rate    
Area Year Baseline High Econ Diff rate Low Ec  Diff rate 
   Growth % hhd Growth % hhd 
Gateshead 2006 -0.04 -0.04 0.00 -0.04 0.00 
 2011 0.24 0.22 -0.02 0.26 0.03 
 2016 0.25 0.26 0.01 0.24 -0.01 
       
Newcastle 2006 0.16 0.16 0.00 0.16 0.00 
 2011 0.11 0.11 0.00 0.11 0.00 
 2016 0.01 0.05 0.04 -0.01 -0.02 
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Table 8 contd. 
       
 Economic Growth Scenarios    
  Household Number    
Area Year Baseline High Econ Low Econ  
   Growth % diff Growth % diff 
Gateshead 2000 84,614 84,614 0.0 84,614 0.0 
 2006 85,663 85,622 0.0 85,706 0.0 
 2016 90,738 90,578 -0.2 90,833 0.1 
       
Newcastle 2000 111,926 111,926 0.0 111,926 0.0 
 2006 114,627 114,562 -0.1 114,691 0.1 
 2016 121,921 121,863 0.0 121,961 0.0 
       
 Economic Growth Scenarios    
  Private Vacancies    
Area Year Baseline High Econ Low Econ  
   Growth % diff Growth % diff 
Gateshead 2006 4.36 4.35 -0.2 4.38 0.4 
 2011 3.61 3.67 1.6 3.59 -0.6 
 2016 4.10 4.39 7.0 3.89 -5.1 
       
Newcastle 2006 5.16 5.16 -0.1 5.18 0.3 
 2011 3.97 4.10 3.2 3.88 -2.1 
 2016 4.10 4.48 9.3 3.85 -6.2 
       
 Economic Growth Scenarios    
  Net Social Rental Relets   
Area Year Baseline High Econ Low Econ  
   Growth % diff Growth % diff 
Gateshead 2004 8.88 8.77 -1.2 8.99 1.2 
 2011 7.96 7.74 -2.8 8.14 2.3 
 2016 8.48 8.31 -2.0 8.57 1.1 
       
Newcastle 2004 9.08 8.98 -1.2 9.19 1.2 
 2011 7.52 7.34 -2.3 7.65 1.8 
 2016 7.65 7.53 -1.6 7.72 1.0 

 

4.2 Supply Scenarios 

The scenarios tested here entail increasing or reducing the land released (flow of new 
planning permissions), relative to baseline numbers.  This time the change is primarily 
concentrated in Gateshead and Newcastle. The increase factors applied are intended to 
reflect the Growth Point proposal and are intended to raise net additions by about 33% 
relative to RSS in NewcastleGateshead, 20% in North Tyneside and a similar amount 
in Tees Valley5. The reduction is 60% (i.e. 0.4 times the initial level) in the urban 
conurbations of the North East.  

It is a general property of this model, and probably the real world which it represents, 
that you do not get a one-for-one response of output to land release, and also that 
                                                 
5 These assumptions are broad brush and reflect our understanding of the pattern of the Growth Point 
proposal at the time this modelling was undertaken. 
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the impact builds up over time because the stock of permissions increases. Table 
9 suggests that this apparently quite large increase in permissions (roughly 2-3 times 
as many) only increases output by 25-30% in 2016, with net additions rising by 30-
40%. The differential impact between different areas may reflect differences in the 
existing stock of permissions, price levels and other factors. The changes in net stock 
additions are slightly more substantial in percentage terms, in the range 30-40% 
increases. The 60% reduction in flow of new permissions produces a reduction in 
output of 4-14%, or 12-25% in terms of net additions.  

The house price effects are relatively modest, ranging from -6% to –8.6% for higher 
supply (with a larger effect in 2011) and +2.4% to +3.2% for lower supply. These 
modest price effects from quite large supply changes are consistent with other 
evidence from earlier versions of this model and from the Reading model. In round 
term, the price effects are about one quarter to one-fifth of the supply changes. They 
can be accounted for in theory by various considerations, particularly the low share of 
new build in total sales transactions and its very low scale compared with the overall 
housing stock; and also by the fact that the effects leak out into adjacent geographical 
areas to some extent.  So, for example, in the high land scenario prices would also fall 
by 3% in RONE, even though few extra houses would be built there (except in some 
in Darlington). 

The impact on affordability (HPIR) would be exactly the same as the price 
effects, i.e. 6% to 8.6% better (less) for the higher supply option and 2.4-3.2% 
worse (higher) for the lower supply option. These effects would be somewhat 
higher, as well as extending over a wider area, if the supply increase scenario were 
applied across a wider region. 

This scenario would appear to have rather more impact on net migration than the 
economic scenarios considered previously. The high supply option could raise net 
in-migration by 0.18% to 0.33% points (% of total population) per year, while the 
low supply scenario would reduce net migration by -0.08% to -0.14% points.  While 
these numbers look small, they can be enough to shift an authority between positive 
and negative net migration, as in the case of Newcastle. This would then be reflected 
by a tangible difference in household growth numbers by  2016, with an extra 2000 
(c.2%) households in each authority from the high supply scenario, or a reduction of 
about half this magnitude under the low supply scenario. These numbers should, 
however, be qualified by the observation that this outcome depends on the imposed 
feedback effect from the household dwelling balance to migration – we do not have 
econometric evidence for the size of this effect, so it must remain an element of 
uncertainty. 

Increased supply would increase vacancies. For the private sector we estimate that 
the impact would be an increase of +16% to +25% (0.6 to 0.9% points) in the high 
supply scenario, or reductions of -7% to -10% (0.25 to 0.35 % points) in the low 
supply case. This effect is a logical and more or less inevitable consequence of 
increasing supply into the market – there is not a completely elastic supply of new 
households to fill up the voids. The positive side of this is that people are having more 
housing choice, and some of the least good housing stock may drop out of use (some 
will be demolished as part of housing renewal).  
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There is a similar but smaller effect on social sector relet rates. The changes are in the 
range of 4-8% for the increase and about half this for the decrease. Increased supply 
makes for slightly higher turnover, and vice versa. 

Table 9: Effects of Higher or Lower Land Release on Output and Prices 

  Real House Price    
Area Year Baseline High Low  
 Supply % diff Supply % diff 
Gateshead 2006 74461 74461 0.0 74461 0.0 
 2011 90364 82616 -8.6 92936 2.8 
 2016 92354 86859 -6.0 94559 2.4 
       
Newcastle 2006 94947 94947 0.0 94947 0.0 
 2011 120148 110649 -7.9 124022 3.2 
 2016 126541 118936 -6.0 130330 3.0 
  HPIR Affordy    
Area Year Baseline High Low  
 Supply % diff Supply % diff 
Gateshead 2006 4.02 4.02 0.0 4.02 0.0 
 2011 4.51 4.12 -8.6 4.64 2.8 
 2016 4.38 4.12 -6.0 4.48 2.4 
       
Newcastle 2006 4.80 4.80 0.0 4.80 0.0 
 2011 5.61 5.17 -7.9 5.79 3.2 
 2016 5.62 5.28 -6.0 5.79 3.0 
  Net Dwelling Growth   
Area Year Baseline High Low  
 Supply % diff Supply % diff 
Gateshead 2006 250 250 0.0 250 0.0 
 2011 552 667 20.8 501 -9.4 
 2016 570 741 30.2 500 -12.3 
       
Newcastle 2006 50 50 0.0 50 0.0 
 2011 556 752 35.1 429 -22.9 
 2016 587 829 41.2 440 -25.1 
  Net Migration Rate   
Area Year Baseline High Diff rate Low Diff rate 
 Supply % of hhd Supply % of hhd 
Gateshead 2006 -0.04 -0.04 0.00 -0.04 0.00 
 2011 0.24 0.57 0.33 0.13 -0.11 
 2016 0.25 0.44 0.18 0.18 -0.08 
       
Newcastle 2006 0.16 0.16 0.00 0.16 0.00 
 2011 0.11 0.37 0.26 -0.03 -0.14 
 2016 0.01 0.20 0.19 -0.11 -0.12 
 



 30 

Table 9 contd. 
  Household Number   
Area Year Baseline High Low  
  Supply % diff Supply % diff 
Gateshead 2000 84,614 84,614 0.0 84,614 0.0 
 2006 85,663 85,663 0.0 85,663 0.0 
 2016 90,738 92,626 2.1 89,926 -0.9 
       
Newcastle 2000 111,926 111,926 0.0 111,926 0.0 
 2006 114,627 114,627 0.0 114,627 0.0 
 2016 121,921 124,166 1.8 120,512 -1.2 
       
  Private Vacancies    
Area Year Baseline High Low  
  Supply % diff Supply % diff 
Gateshead 2006 4.36 4.36 0.0 4.36 0.0 
 2011 3.61 4.51 24.9 3.26 -9.8 
 2016 4.10 4.81 17.4 3.82 -6.9 
       
Newcastle 2006 5.16 5.16 0.0 5.16 0.0 
 2011 3.97 4.65 17.2 3.62 -8.7 
 2016 4.10 4.76 16.2 3.75 -8.7 
       
  Net Social Rental Relets   
Area Year Baseline High Low  
  Supply % diff Supply % diff 
Gateshead 2004 8.88 8.88 0.0 8.88 0.0 
 2011 7.96 8.60 8.1 7.64 -4.0 
 2016 8.48 8.82 4.0 8.25 -2.7 
       
Newcastle 2004 9.08 9.08 0.0 9.08 0.0 
 2011 7.52 8.01 6.6 7.33 -2.4 
 2016 7.65 8.01 4.7 7.48 -2.1 
       
  New Private Build Rate % of Households 
Area Year Baseline High Low  
  Supply % diff Supply % diff 
Gateshead 2004 0.55 0.55 0.0 0.55 0.0 
 2011 0.55 0.82 49.4 0.64 16.9 
 2016 0.62 0.82 31.5 0.60 -3.9 
       
Newcastle 2004 0.47 0.47 0.0 0.47 0.0 
 2011 0.68 0.84 22.5 0.59 -13.2 
 2016 0.67 0.85 25.7 0.58 -14.3 
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4.3 Higher and Lower Intervention Levels in BNG  
 

We discussed with BNG officials the possibility of modelling more comprehensive 
scenarios picking up the effects of a package of interventions by the Pathfinder and its 
partners, and perhaps comparing this with a ‘policy off’ scenario where relatively 
little was being spent on housing improvement, demolition, land remediation and so 
forth. To implement this idea we have incorporated changes in a number of measures 
of environmental, housing and social conditions in the two BNG authorities 
specifically, alongside fairly high levels of new build, social housing provision and 
demolitions. Taken together this reflects the ‘high intervention’ scenario.  

The changes in the environmental and housing quality variables are matters of 
judgement, about the amount of improvement which could be achieved progressively 
over a ten year period. The package includes the following assumptions (with the low 
intervention variant shown in parentheses). 

·  50% increase in land release flow relative to RSS-related baseline, in BNG 
only (50% reduction in land release) 

·  30% more new social housing than in baseline (half the existing rate of 
provision) 

·  more demolitions in BNG when total vacancies exceed 4% (no demolition 
response to vacancies) 

·  raise share of brownfield land for housing from 49%6 to 78% in Gateshead (no 
change) 

·  reduce indicator of public sector stock condition by half, bringing it close to 
the national average (no change) 

·  reduce indicator of private sector stock condition by about 20%, bringing it 
closer to values in South East (worsening by 20%) 

·  halve proportion of housing stock with no central heating from c.10% to c.5% 
(no change) 

·  reduce proportion of terraced housing stock by 5% points from 31-32% to 26-
27% (no change) 

·  reduce vacant and derelict land by about one-third (increase by one-third) 

As noted, these changes are progressively phased in over 10 years to 2016 although 
the HMR programme is expected to run until 2018/19. The effects on a number of 
variables, compared with the baseline, are shown in Tables 9-12. It should be 
remembered that the effects of different changes in the above list will not all be in the 
same direction. For example, more new housing supply and more social rented 

                                                 
6 49% is the value for Gateshead in the panel database, representing an average figure for the 1990s.. 
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housing will tend to reduce house prices, whereas the house condition indicators 
should increase them. What are shown below are the net effects.  

Table 10: High versus Low Intervention Strategy Effects on House Prices and 
Affordability 

  Real House Price    
Area Year Baseline High Low  
 Interv % diff Interv % diff 
Gateshead 2006 74461 76455 2.7 73438 -1.4 
 2011 90364 89246 -1.2 91255 1.0 
 2016 92354 94864 2.7 91381 -1.1 
       
Newcastle 2006 94947 98961 4.2 92950 -2.1 
 2011 120148 118919 -1.0 121467 1.1 
 2016 126541 129558 2.4 124833 -1.3 
       
  HPIR Affordy    
Area Year Baseline High Low  
 Interv % diff Interv % diff 
Gateshead 2006 4.02 4.12 2.7 3.96 -1.4 
 2011 4.51 4.45 -1.2 4.55 1.0 
 2016 4.38 4.50 2.7 4.33 -1.1 
       
Newcastle 2006 4.80 5.00 4.2 4.70 -2.1 
 2011 5.61 5.56 -1.0 5.68 1.1 
 2016 5.62 5.75 2.4 5.54 -1.3 
 

The high intervention strategy would have mixed effects on house prices, first 
increasing them slightly, with a slight dip in 2011, and then increasing again at the 
end of the period. The magnitude of the net price effect is relatively small, about 2.4-
2.7% higher in 2016. The effects on affordability (HPIR) are the same, as no income 
changes are assumed in this comparison.  

The relatively small net price impact of high intervention indicates that the 
effects from supply and social housing tend to almost outweigh the 
environmental and housing quality effects. From the viewpoint of the original 
objectives of Pathfinders, that might appear counterproductive, but in the light of the 
more recent rise in house prices and affordability concerns, this is perhaps a more 
positive outcome (we go on below to report a variant on this scenario combining high 
HMR intervention with higher supply).  

The low intervention scenario has effects which approximate to a mirror image, but of 
an even smaller magnitude. In 2011 prices would be marginally higher, while by 2016 
they would be marginally lower. Again, different factors are offsetting each other 
here.  
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Table 11: High versus Low Intervention Strategy Effects on Dwelling and 
Household Growth and Migration 

  
Net Dwelling 
Growth    

Area Year Baseline High  Low
 Interv % diff Interv % diff
Gateshead 2006 250 267 6.6 341 36.1
 2011 552 602 9.0 433 -21.6
 2016 570 677 18.9 407 -28.5
       
Newcastle 2006 50 220 339.4 204 307.4
 2011 556 689 23.8 403 -27.5
 2016 587 783 33.4 385 -34.5
       
  Net Migration Rate    
Area Year Baseline High Diff rate Low Diff rate
 Interv % of hhd Interv % of hhd
Gateshead 2006 -0.04 -0.04 0.00 -0.04 0.00
 2011 0.24 0.59 0.35 -0.03 -0.27
 2016 0.25 0.62 0.37 -0.14 -0.39
       
Newcastle 2006 0.16 0.16 0.00 0.16 0.00
 2011 0.11 0.44 0.33 -0.19 -0.30
 2016 0.01 0.41 0.40 -0.38 -0.39
       
  Household Number   
Area Year Baseline High  Low
 Interv % diff Interv % diff
Gateshead 2000 84,614 84,614 0.0 84,614 0.0
 2006 85,663 85,569 -0.1 85,662 0.0
 2016 90,738 92,962 2.5 88,612 -2.3
       
Newcastle 2000 111,926 111,926 0.0 111,926 0.0
 2006 114,627 114,235 -0.3 114,754 0.1
 2016 121,921 125,015 2.5 119,002 -2.4
 

Table 11 looks at the impact on related areas of net dwelling change (allowing for 
demolitions), net migration and household numbers. After an initial dip, net 
dwelling change would increase positively by quite a lot, especially in Newcastle 
where net additions would rise by a quarter to a third. Net migration would also 
show a definite positive movement from 2011 in both authorities, of the order of 
0.33-0.40% of population per year (again this now refers to all migration). For 
Newcastle this would be a move from a neutral to a positive net flow in 2016. 
Consequential on these changes, household numbers would increase by the end of the 
period, by 2.5% in both cases, that is about 2,200 in Gateshead and 3,000 in 
Newcastle. These would all presumably be welcomed as positive outcomes by BNG, 
but the initial slight dip should be noticed. 
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The low intervention scenario would have broadly mirror image effects. Net dwelling 
additions would fall by 20-35% in the middle and later period. Net migration would 
fall by 0.3-0.4% percentage points per year and both authorities would become net 
out-migration cases.  Household numbers in 2016 would be 2.3-2.4% lower (two to 
three thousand each).  

The sensitivity of vacancies as an issue for Pathfinders has already been noted. Table 
12 looks at the impact on private vacancies and on the related indicator of social relet 
rates. It is interesting to note the mixed effects on vacancies, which first fall, then rise, 
then fall again, relative to the baseline. The interim rise is probably related to the 
initial impact of higher supply, before the demographic and other response factors and 
the environmental/housing improvements fully kick in. It is encouraging that by the 
end of the period the effect is an improvement (reduction), although this is not very 
great. However, this is in a context (in the baseline) of generally falling vacancies. For 
relet rates, the impacts of the intervention scenario appear relatively modest, although 
generally in the right direction with a reduction of 4-5% by 2016.  

Table 12: Impact of High versus Low Intervention Scenario on Private Vacancies 
and Social Rented Relet Rates 

  Private Vacancies    
Area Year Baseline High Low  
 Interv % diff Interv % diff 
Gateshead 2006 4.36 4.17 -4.4 4.44 1.9 
 2011 3.61 3.85 6.6 3.33 -7.7 
 2016 4.10 4.00 -2.5 3.84 -6.3 
       
Newcastle 2006 5.16 4.79 -7.3 5.33 3.3 
 2011 3.97 4.16 4.8 3.71 -6.6 
 2016 4.10 4.05 -1.3 3.91 -4.6 
       
  Net Social Rental Relets   
Area Year Baseline High Low  
 Interv % diff Interv % diff 
Gateshead 2004 8.88 8.69 -2.2 8.97 1.0 
 2011 7.96 8.10 1.8 7.80 -1.9 
 2016 8.48 8.15 -3.8 8.46 -0.2 
       
Newcastle 2004 9.08 8.72 -4.0 9.26 1.9 
 2011 7.52 7.48 -0.5 7.48 -0.5 
 2016 7.65 7.25 -5.2 7.80 2.0 
 

Interestingly, the low intervention scenario appears to be associated with lower 
vacancies. This is primarily because of the low level of new supply. This scenario 
would have relatively slight effects on relet rates, with no consistent pattern.  

Clearly, there is scope here for fine-tuning policy interventions and the model may be 
used to indicate which combinations would achieve best results on particular criteria. 
Partly to illustrate this point, and partly to link this to the previous discussion of 
supply scenarios and ‘Growth Points’, we can also show the results of a scenario test 
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which combines both high supply (as with the Growth Point proposals) and the wider 
environmental and quality improvements associated with HMR intervention. Table 13 
shows the results of this combined scenario for selected outcomes. It also shows, in 
the final column for comparison, the percentage impact of the scenario just discussed 
above, high (HMR) intervention with moderately increased supply. It is interesting to 
note that there are significant differences between the two scenarios. 

With Growth Points, there is a sharper dip in prices (but improvement in 
affordability) up to 2011, with 2018 prices still a bit lower than in the baseline; 
whereas under the moderate growth/high intervention scenario prices would hardly 
fall to 2011 and would be slightly higher in 2018. Clearly, with environmental 
improvements in common, higher supply will lower prices somewhat. However, the 
differences are not very large. 

Comparing the two scenarios, the Growth Points version would generate rather 
greater net in-migration for both authorities. Household numbers would be 1-1.6% 
higher in 2006 with the Growth Point strategy, compared with moderate growth and 
HMR intervention.  However, city-wide vacancies would be higher in the higher 
growth scenario, by about 10-15% in 2011 and 10% in 2016. This strategy would put 
vacancies on a rising trajectory for Gateshead. 

Comparing Table 13 with Table 9 provides an indication of the effects of having the 
more comprehensive qualitative improvements associated with HMR as well as just a 
quantitative increase in supply. This shows that added value benefits of HMR 
include more stability (less of a fall) in house prices, greater household growth 
(1.7-2% more households in 2016) and lower vacancies.   
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Table 13: Comparison of Selected Impacts of High Intervention Strategies with 
Different Levels of Growth 

 High Intervention +Growth Point Scenario for BNG 
  Real House Price Growth Moderate
Area Year Baseline High Point Growth
  Interv % diff % diff
Gateshead 2006 74461 76455 2.7 2.7
 2011 90364 84022 -7.0 -1.2
 2016 92354 90275 -2.3 2.7
      
Newcastle 2006 94947 98961 4.2 4.2
 2011 120148 112341 -6.5 -1.0
 2016 126541 124410 -1.7 2.4
      
  Net Dwelling Growth Growth Moderate
Area Year Baseline High Point Growth
  Interv % diff % diff
Gateshead 2006 250 267 6.6 6.6
 2011 552 748 35.4 9.0
 2016 570 852 49.6 18.9
      
Newcastle 2006 50 220 339.4 339.4
 2011 556 788 41.7 23.8
 2016 587 907 54.4 33.4
    Growth Moderate
  Net Migration Rate Point Growth
Area Year Baseline High Diff rate Diff rate
  Interv % of hhd % of hhd
Gateshead 2006 -0.04 -0.04 0.00 0.00
 2011 0.24 0.77 0.53 0.35
 2016 0.25 0.80 0.55 0.37
      
Newcastle 2006 0.16 0.16 0.00 0.00
 2011 0.11 0.60 0.49 0.33
 2016 0.01 0.50 0.49 0.40
      
  Household Number Growth Moderate
Area Year Baseline High Point Growth
  Interv % diff % diff
Gateshead 2000 84614 84614 0.0 0.0
 2006 85663 85569 -0.1 -0.1
 2016 90738 94479 4.1 2.5
      
Newcastle 2000 111926 111926 0.0 0.0
 2006 114627 114235 -0.3 -0.3
 2016 121921 126246 3.5 2.5
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Table 13 contd. 
      
 Private VacanciesGrowth Moderate
Area Year Baseline High Point Growth
 Interv % diff % diff
Gateshead 2006 4.36 4.17 -4.4 -4.4
 2011 3.61 4.41 22.1 6.6
 2016 4.10 4.58 11.8 -2.5
      
Newcastle 2006 5.16 4.79 -7.3 -7.3
 2011 3.97 4.59 15.6 4.8
 2016 4.10 4.44 8.3 -1.3
 

Overview of intervention scenarios 

Overall, the results of these tests of more complex intervention scenarios are 
encouraging, both in policy terms and in terms of the usefulness and insights provided 
by the model. Higher levels of intervention would chiefly provide benefits in 
terms of more in-migration and household growth, a general indication of cities 
becoming more attractive and successful. There would also be modest benefits in 
terms of reduced vacancies and turnover, although this would be less true if the 
HMR intervention were combined with high total supply as in the Growth Points 
option. The effects on prices would be mildly positive, but the associated penalty 
in terms of affordability would be marginal. Conversely, curtailing housing and 
associated environmental programmes would lead to a relative demographic decline 
with negative net migration, while having limited effects on price, affordability and 
turnover outcomes.  
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5. WARD LEVEL MODELLING  

5.1 Ward Level Model Framework 

The next step in the  modelling is to derive forecasts at a more localised 
neighbourhood level which link to and are consistent with these market area level 
model scenarios. The level chosen for this analysis is the ward level (2004 statistical 
wards, effectively the same as 2001 Census wards). The reasons for this choice were 
set out in the proposal and have to do with the body of data available from the JRF 
project on this consistent basis, and the somewhat greater robustness of data at this 
scale than for smaller units. The implication of this choice is that results can be 
reported for individual wards, or at the intermediate aggregated level of Pathfinder 
‘areas of change’, but with the latter estimates derived on ‘best fit’  basis (weighted by 
share of ward population in target area).  

The initial ward forecasting model, was driven essentially by data available on a 
common basis for all or most wards in England. This had lots of advantages in terms 
of calibrating relationships and  benchmarking results, but of course it did not make 
use of the range of more tailored and up  to date local data provided by BNG partners 
to the research team. The next stage of  the modelling has therefore entailed 
incorporating such data as appropriate. It has now been possible to incorporate data on 
land availability and new building plans, expected demolitions, vacancies and tenure. 

The model forecasts changes forward from the most recent base position (called 
‘2005’ for short, although comprising a mixture of 2005 and 2006 data/estimates). 
Changes are forecast over two periods, 2005-2011 and 2005-2018. These fit with 
convenient waypoints in the panel-based HMA forecast, and in the latter case with the 
end point of BNG’s planning horizon.  

The ward model is designed to work in tandem with the HMA level scenarios. A 
special baseline run of the HMA model was done with key variables output for three 
points in time (2006, 2011, 2018). Firstly, in calculating some change factors, 
reference is made to the changes between relevant years (e.g. 2006 and 2011) for the 
parent HMA area. Secondly, at the end of  the process, certain key predicted values at 
ward level (e.g. house prices, vacancies, private and social output) are ‘controlled’ for 
consistency  with the higher level forecast. 

The ward forecasting model contains a number of equations to predict changes in key 
variables over the two time periods mentioned. These are described individually in 
slightly more detail below. Typically, those equations which represent a ‘behavioural’ 
relationship are based on regression models fitted to data for changes across most or 
all English wards for a previous time period. The time period for this fitting of models 
varies somewhat, in some cases being tied to the intercensal period 1991-2001, in 
other cases to slightly different periods (e.g. vacancy changes 1991-2004). For house 
prices we average the coefficients estimated from Nationwide data for 1988-2004 and 
Land Registry data for 1996-2004. The change models for house prices, vacancies and 
poverty rates are developments of those reported in the JRF report Transforming 
Places. Equations for other variables are similar to these but typically rather simpler. 
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We do not discuss the rationale for inclusion of particular variables in particular 
models, to save space. Nevertheless, there is generally a reason for inclusion of each 
variable and in most cases the direction of the effect is as expected.  

For some variables, forward forecasting is based on a simpler mechanical 
extrapolation. For others, the same value as applied in the previous period (1991-2001 
or 2005, usually) is kept constant. 

Figure 7 provides a schematic diagram showing the sequence of calculations and the 
relationship between the ward model and the HMA level model.  

Figure 7: Schematic Diagram of Relationship between HMA and Ward Level 
Models 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5.2 Forecasting different variables at ward level 

We can briefly describe the way changes in particular variables are forecast. 

·  Private housing output: a regression model fitted to annual completions 2003-
04 at ward level (as reported in Transforming Places Table 5.6), taking 
account of land with planning permission (+), house price (+), density (-), 
social completions (+), vacancies (+) and average site size (+); to reduce the  
lumpiness and incompleteness of sites data, predicted value is averaged with 
actual output over 5 years to 2005. However, in our case study area we can 
now incorporate updated local data from BNG on land availability and 
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phasing of potential output correctly allocated to wards. Overall output is 
controlled to the predicted authority-wide rates generated in the HMA level 
panel model. 

·  Social housing output: currently this is much cruder, being based on average 
completions 2001-05 uprated pro rata HMA level output in target year, and 
for BNG modified slightly to reflect trends in ‘Targets and Trajectories’ 
model and some limited additional data on BNG plans. 

·  Demolitions: as above, i.e. average demolitions estimated for 2001-05, 
uprated pro rata HMA level forecast (which takes account of surplus  
vacancies) and adapted for BNG to reflect data in Targets and Trajectories 
model, with some additional adjustments for certain areas of change based on 
BNG plans. 

·  Social stock and tenure share: base figure plus completions less estimated 
demolitions less RTB at assumed constant rate of 0.8%. 

·  Proportion of flats & house types: 2001 Census share adjusted to reflect 
number of new flats built from Land Registry (private) and CORE (social) 
1998/2000-2005; share of detached and terraced house estimated partly from 
previous 1991-2001 rate of change and partly from residual allowing for flats; 
share changes scaled pro rata years for different periods. For BNG the 
proportion of flats in proposed new developments is taken from the land 
databases and/or other information on planned development mix. 

·  Ward level job access: half based on previous value for 1991-2001, half on 
combination of HMA panel model composite economic & employment index 
and ABI workplace job growth rate 1998-2003 at LA level. 

·  Employment rate for residents of working age: regression based model 
calibrated on 1991-2001 change taking account of HMA composites for 
economy/employment (+) and social housing (+/effectively -), LA workplace 
job growth (+), ward job access change 91-01 (+), social renting change (-), 
nonwhite population change (-), new private building (+) and various regional 
dummies (half previous effect). 

·  Professional/managerial occupations: a similar regression model taking 
account of HMA relative environmental attractiveness (+), HMA composites 
for economy/employment (+) and social housing (+/effectively -), LA 
workplace job growth (+), ward job access change 91-01 (+),  social renting 
change (-), nonwhite population change (+), new private building (+) and 
various regional dummies (half previous effect). The similarity of this model 
with the previous one should be noted, apart from different signs on nonwhite 
ethnic population and ward job access (less important for this group) 

·  Poverty rate change: regression model based on changes 1991-2001 in proxy-
based poverty measure, essentially representing IMD low income poor, taking 
account of: IMD low income at base year (-), HMA composites for 
economy/employment (-) and social housing (-/effectively +), ward job access 
change 91-01 (-), social renting change (+), nonwhite population change (+), 
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employment rate change (-), professional/managerial occup change (+), house 
type changes (flats, detached, terrace, all -) IMD access index (rural, -), 
private output (-), social output (+/-) and various regional dummies. We 
considered using the neighbourhood vitality indices to measure recent 
changes in low income deprivation but unfortunately the Gateshead index 
does not currently permit measurement of change over time. 

·  Private Rental Change: regression model fitted to data on change 1991-2001, 
taking account of private renting at base year (-),  HMA composites for 
economy/employment (-) and social housing (-/effectively +), IMD poverty 
(+), ward job access change 91-01 (+),  social renting change (-), nonwhite 
population change (+), employment rate change (-), professional/managerial 
occup change (+), house type changes (flats+, detached -, terrace +) IMD 
access index (rural, -), household increase (+), second homes (-), vacancies (-
), distance from nearest centre (-) and from London (+), near city centre (+),  
private output (-), social output (-), initial market disequilibrium indicators (-), 
and various regional dummies. National data indicate that private renting has 
increased and a further increase is expected. We considered using local data 
on tenure derived from Council Tax but this did not appear to be complete or 
accurate/consistent enough to use. National Buy to Let data is reflected in the 
HMA level model but detailed local data on BTL has not been obtained so 
far.  

·  Vacancy change: ward regression model fitted to data on vacancy changes 
1991-2004, taking account of: base period vacancy rate (-) and price 
disequilibrium (+/-), HMA economic composite (-), poverty change (-), social 
(+) and private (+) renting change, house type changes (detached -, terrace -), 
employment rate change (-), nonwhite change (+), near city  centre (+), ward 
job access change (-), IMD access (rural, +), private output (HMA +, ward -), 
social output (+), regional dummies. This model has now been amended to 
incorporate a direct imposed feedback from demolitions to vacancies, 
assuming that 75% of demolitions result in the the elimination of a vacancy.  

·  House Price change: average effect from regression models applied to two 
periods using different data sources, taking account of all of the above 
variables but also HMA level supply. Important factors in this model are the 
HMA level economic and supply factors, initial HMA disequilibrium 
conditions, house type mix change (esp flats), poverty levels and changes, and 
also changes in social renting and employment rates. Nevertheless, a wide 
range of other factors are taken account of as well. House prices are 
controlled to the HMA level forecast, with appropriate adjustments for 
general inflation and the different house types used. Figures are reported in 
nominal terms for semi-detached and terraced housing.  
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6. BASELINE WARD LEVEL FORECASTS 

We first present results for the baseline scenario, which is the ward level equivalent of 
the baseline higher level (HMA level) scenario. Results are presented in two forms of 
table. Firstly, for each BNG and comparator area, wards are simply divided into non-
Pathfinder, part-Pathfinder and full Pathfinder wards. Secondly, wards are allocated to 
the 11 areas of change to which BNG programmes are targeted (for this presentation a 
weighting is used to reflect the proportion of each ward’s population which is in the 
BNG Commission area). We are also able to show, at the bottom of these tables, the 
average effect on the BNG areas of change taken as a whole. 

This chapter also contains charts comparing selected Areas of Change with wider 
areas, and maps of some of the key outcome measures for wards in Newcastle-
Gateshead. 

6.1 Housebuilding Rates 

Table 14a: Actual and Forecast New Private Housebuilding Rates by Pathfinder 
Status of Wards, BNG and comparator areas, 2000-2018 (% pa) 

Area Ward  New Priv New Priv New Priv New Priv 
 Pathfinder Bld 00-04 Bld 05-06 Bld 2011 Bld 2018 
  Status % hhds % hhds % hhds % hhds 
Gateshead Not    0.25 0.17 0.40 0.45 
 Part   0.66 0.96 0.94 0.83 
 All 0.43 0.52 0.64 0.62 
Newcastle Not    0.37 0.35 0.55 0.46 
 Part   0.23 0.33 0.76 0.83 
 Full   0.04 0.32 0.31 0.34 
 All 0.29 0.34 0.65 0.63 
R o Tyne Wr Not    0.31 0.42 0.70 0.67 
 Total 0.31 0.42 0.70 0.67 
Rest of NE Not    0.39 0.54 0.66 0.63 
 Total 0.39 0.54 0.66 0.63 
North West Not    0.35 0.43 0.61 0.63 
 Part   0.42 0.61 0.62 0.65 
 Full   0.23 0.47 0.30 0.31 
 All 0.36 0.46 0.61 0.63 
R o England Not    0.34 0.46 0.87 0.87 
 Part   0.43 0.50 0.79 0.82 
 Full   0.22 0.24 0.47 0.49 
  All 0.34 0.46 0.86 0.87 

 

Tables 14a-b looks at private output rates. These are forecast to increase substantially 
in all areas. Proportionally, the increase is greater in Newcastle than in Gateshead. In 
general, output increases in both pathfinder and other areas. There is a general 
tendency for pathfinder areas to see a greater increase than non-pathfinder in BNG, 
reflecting current plans.  
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Table 14b: Actual and Forecast New Private Housebuilding Rates by BNG Areas of 
Change, 2000-2018 (% pa) 

BNG  New Priv New Priv New Priv New Priv 
Areas of Change Bld 00-04 Bld 05-06 Bld 2011 Bld 2018 
 % hhds % hhds % hhds % hhds 
     
Scotswood Benwell 0.01 0.05 0.68 0.96
Elswick Discovery 1.16 1.91 1.55 2.37
North Central 0.02 0.31 0.30 0.29
Byker & Ouseburn 0.00 0.06 0.92 1.32
Walker Riverside 0.00 0.00 2.59 0.98
North Felling 0.00 0.58 0.75 1.11
Deckham 0.01 0.00 0.26 0.20
Gateshead Town Centre 4.37 2.50 3.17 2.60
Bensham & Saltwell 0.41 0.70 1.03 0.80
Dunston 0.75 1.14 0.71 0.82
Teams 0.47 2.11 1.28 1.29
Rest of Gateshead 0.25 0.20 0.42 0.45
Rest of Newcastle 0.32 0.28 0.38 0.42
Rest of Tyne Wear 0.31 0.42 0.70 0.67
Rest of England 0.35 0.46 0.82 0.83
Total 0.35 0.46 0.82 0.82
Areas of Change 0.45 0.57 0.98 0.91
 

Table 14b looks at areas of change, using data inputs on land supply and 
programming which appear much more robust and correctly allocated to wards than 
the estimates used in the earlier version of this model7. There is wide variation, with 
very high levels of output forecast for Gateshead Town Centre and for Elswick 
Discovery, and quite high rates in Teams.  Build rates are more moderate in Byker-
Ouseburn, North Central and Deckham. Significant building plans in Walker 
Riverside, Scotswood, Bensham and Dunston are also now reflected in later years. 

Figure 8 shows the rates for selected areas of change for the three time periods 2000-
04, c. 2011 and c.2018. This shows that Gateshead Centre (including the Quayside) 
has seen exceptionally high output but will fall somewhat, while still remaining quite 
high. The other ‘central city’ area will increase to a similar high level. Of the three 
areas of change which are subject to particular intervention from BNG, Walker 
Riverside will see a large spike in development, whereas Scotswood-Benwell and 
Bensham & Saltwell will see more moderate increases. In these latter cases, rates of 
development in the baseline will only slightly exceed national averages. However, 
high intervention scenarios would see rates increase in these areas. Map 1 shows rates 
of private housebuilding (as a percentage of all households) predicted for 2011, with 
areas of change outlined in red. 

                                                 
7 The analysis reflects sites included in the database, and completions in the recent past. Where sites are 
to be created in future, following demolition for example, and these are not yet included in the 
database, the analysis may understate future new building in the affected wards. 
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Figure 8 

 

 

 

 

 

 

 

 

 

Map :- New Build Private Housing Completions as a % of households, 2011* 

 

*Areas of change outlined in red 
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6.2 Tenure Change 

As nationally, over the 13 year forecast period there is expected to be a fall in social 
renting and a rise in private renting (Table 15a). Nationally, the extent of these shifts 
is not very great. Higher planned social output nearly offsets the expected subdued 
rate of RTB sales. Owner occupation is the difference between these figures and 
100%. Nationally, this model predicts almost static owner occupation. 

The changes are greater in BNG and other pathfinder areas, with significant increases 
in owner occupation, albeit often from a very low base. In BNG there will be sharp 
drops in proportions of social renting and significant rises in private renting, with 
similar changes in both pathfinder and non-pathfinder areas, although the levels of 
renting (private and social) are higher in the pathfinder areas. The changes are similar 
but less sharp in the rest of the conurbation and region. The changes forecast for the 
North West are also similar.  

Table 15a: Rental tenure shares by Pathfinder Status of Wards, BNG and 
comparator areas, 2005-2018  

Area Ward  Social Social Priv Rent Priv Rent OwnOcc 
 Path 2005 2018 2005 2018 change 
 Status % % % % % pts 
Gateshead Not    26.0 22.1 4.6 8.0 0.6
 Part   41.8 33.9 10.1 14.7 3.3
 All 33.0 27.3 7.1 11.0 1.8
Newcastle Not    21.3 19.3 15.5 15.0 2.5
 Part   43.4 30.5 11.7 16.8 7.8
 Full   33.5 28.5 23.5 25.6 3.0
 All 32.0 25.0 14.0 16.2 4.7
R o Tyne Wr Not    31.5 26.4 6.9 11.0 1.0
 Total 31.5 26.4 6.9 11.0 1.0
Rest of NE Not    24.8 21.3 9.1 11.7 0.9
 Total 24.8 21.3 9.1 11.7 0.9
North West Not    19.0 16.7 10.0 12.6 -0.4
 Part   30.5 25.8 17.1 20.1 1.8
 Full   42.2 39.2 23.4 27.3 -0.9
 All 21.3 18.6 11.4 14.1 0.0
R o England Not    19.0 17.3 12.2 13.1 0.8
 Part   33.0 27.4 11.4 15.1 1.9
 Full   33.1 25.8 14.7 17.1 4.9
  All 19.4 17.6 12.2 13.2 0.9
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Table 15b: Tenure shares by BNG Areas of Change, 2005-2018  

BNG Social Social Priv Rent Priv Rent OO 
Areas of Change 2005 2018 2005 2018 change 
 % % % % % pts 
Scotswood Benwell 34.6 21.3 10.4 15.1 8.6
Elswick Discovery 44.9 32.2 22.1 27.3 7.5
North Central 36.3 31.0 7.7 10.9 2.1
Byker & Ouseburn 59.4 46.5 9.8 18.0 4.7
Walker Riverside 65.4 25.4 6.6 17.6 29.1
North Felling 62.1 49.0 4.1 11.7 5.5
Deckham 39.8 33.4 10.2 13.4 3.1
Gateshead Town Cen 47.9 33.0 14.6 21.8 7.6
Bensham & Saltwell 27.1 21.5 25.8 27.7 3.7
Dunston 29.4 24.7 6.5 12.1 -0.8
Teams 46.0 36.1 4.5 10.7 3.6
Rest of Gateshead 26.7 22.7 4.6 8.0 0.7
Rest of Newcastle 24.0 21.2 15.2 15.5 2.5
Rest of Tyne Wear 31.5 26.4 6.9 11.0 1.0
Rest of England 19.8 17.8 12.0 13.3 0.7
Total 20.1 18.0 11.9 13.2 0.8
Areas of Change 41.9 30.1 12.5 17.5 6.8
 

It is a general aim of Pathfinders to increase owner occupation in intervention areas. 
The Tables suggest that this will be achieved in BNG, overall, but to varying extents 
in different sub-areas. Table 15a suggests that owner occupation will increase more in 
Newcastle. Table 15b shows an increase of 6.8% points in owner occupation for the 
areas of change as a whole. The increase will be more pronounced in areas of change 
with more development and intervention, including Scotswood-Benwell, Elswick 
Discovery, Gateshead Town Centre and especially in Walker Riverside (see also 
Figure 9) 

Figure 9 
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At areas of change level there is of course considerable variation. Social renting will 
fall dramatically in percentage terms in a number of the areas where it was previously 
a large part of the housing stock (e.g. Scotswood, Elswick, Felling, Gateshead Centre, 
Walker). The changes are greatest where there is most new building (and demolition). 
Private renting will increase significantly in all BNG areas, but by varying amounts. It  
will account for a quarter of the stock in Elswick and Bensham & Saltwell. This may 
pose neighbourhood management challenges. Perhaps most encouraging is the 
generally positive increases in owner occupation in most areas.  

Map 2 shows the change in a broader city context. The darker blue areas are mainly 
along the riverside, particularly on the north bank, and including the city centres. The 
darker green areas, where owner occupation will decline slightly, are peripheral 
suburban areas, where the expected general increase in private renting will have a 
small displacement effect. 

Map 2: Change in Owner Occupation 2005-18* 
(baseline ward forecast) 

 

 

 

 

 

 

 

 

 

 

 *Areas of change outlined in red 

6.3 Poverty Changes 

Table 16a-b looks at the predicted poverty rates over the period 2002-2018. 
Nationally poverty fell a lot (on our measure) in the 1990s. It is forecast to fall 
slightly to 2005, rise slightly more to 2011, then fall by rather more up to the end of 
the period.  

Local changes pretty much reflect this pattern but at different levels. The non-
pathfinder BNG areas look pretty similar to the Rest of England total. The BNG 
pathfinder areas have much higher poverty levels but these fall more markedly, 
especially towards the end of the period. This reflects the tenure and stock changes. 
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The falls in RoTW and RoNE are more modest. Patterns in the North West are 
similar.  

Table 16a: Poverty rates by Pathfinder Status of Wards, BNG and comparator 
areas, 2002-2018   

Area Ward      
 Path 2002 2005 2011 2018 
 Status % % % % 
Gateshead Not    12.8 12.1 13.2 10.9
 Part   24.5 22.9 21.9 17.0
 All 18.0 16.9 17.1 13.6
Newcastle Not    11.0 10.2 11.7 9.8
 Part   23.7 21.9 21.1 16.8
 Full   39.5 37.6 36.4 31.2
 All 17.7 16.4 16.8 13.7
R o Tyne Wr Not    17.2 16.1 17.0 14.5
 Total 17.2 16.1 17.0 14.5
Rest of NE Not    15.6 14.9 16.1 13.7
 Total 15.6 14.9 16.1 13.7
North West Not    12.6 12.0 13.4 11.4
 Part   24.3 22.8 23.0 19.7
 Full   38.2 35.6 34.6 29.9
 All 15.0 14.2 15.4 13.1
R o England Not    11.5 11.0 12.3 10.2
 Part   20.8 19.7 20.6 17.9
 Full   23.0 22.1 22.6 19.6
  All 11.8 11.2 12.6 10.4
 

Table 16b: Poverty rates by BNG Areas of Change, 2002-2018   

BNG 2002 2005 2011 2018 
Areas of Change % % % % 
Scotswood Benwell 21.5 18.8 18.6 15.2
Elswick Discovery 35.9 32.7 31.0 25.5
North Central 14.3 12.8 14.3 12.4
Byker & Ouseburn 31.0 29.4 28.6 23.9
Walker Riverside 41.2 39.1 33.9 27.5
North Felling 34.1 31.7 29.8 23.7
Deckham 22.5 21.2 21.3 17.7
Gateshead Town Centre 34.5 32.2 29.9 23.9
Bensham & Saltwell 29.1 27.7 26.9 22.5
Dunston 15.4 14.2 14.7 11.7
Teams 21.6 19.4 19.1 15.1
Rest of Gateshead 13.1 12.4 13.4 11.0
Rest of Newcastle 13.0 12.1 13.4 11.2
Rest of Tyne Wear 17.2 16.1 16.9 14.2
Rest of England 12.3 11.8 13.0 10.6
Total 12.4 11.9 13.1 10.7
Areas of Change 26.0 24.2 23.5 19.4
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For areas of change, there are big falls in the poorest areas, such as Elswick 
Discovery, Walker Riverside, North Felling and Gateshead Town Centre. The falls 
are more moderate in less poor areas such as North Central. Poverty does not increase 
after 2011 in any of the areas of change. Between 2002 and 2018, poverty in the areas 
of change as a whole would fall from 26% to 19.4%. This is an encouraging finding 
given that Pathfinders see part of their role as being to reduce concentrations of 
poverty.  

Map 3 shows the spatial pattern of poverty change. Apart from North Central, where 
poverty rates are much closer to city average levels, there is a pretty good fit between 
areas of change and wards with larger reductions in poverty (dark green). Indeed, the 
overall income of the core area along either side of the river would clearly rise. This 
could have knock-on positive effects on the level of spending on and support for local 
retailing and other services, including potentially significant improvements in school 
performance8. Wards where poverty increases slightly are outlying surburban areas. 

Map 3: Changes in Poverty Incidence 2005-18* 
(% points, baseline ward forecast)  
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6.4 Vacancy Rates 

Vacancy rates are a key policy target for Pathfinders. Tables 17a-17b show actual 
rates up to 2007 and forecast rates for 2011 and 2018. As noted when discussing the 
higher level forecasting model, there has been a tendency for vacancy rates to rise in 
many areas, particularly up to 2005. However, the forecast now shows some reduction 
to 2011, with a rise again after that. This pattern is also manifested in Gateshead albeit 
at a higher absolute level, and at a higher level in the pathfinder area. Actual data 
                                                 
8 Bramley and Karley publish an article in the September 2007 special issue of Housing Studies which 
shows that the shares of poverty and home ownership within school catchment populations both have 
strong effects on attainment levels.  
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from Gateshead up to 2007 confirm the rising tendency. In Newcastle, vacancies start 
at a high level but tend to come down a bit more, converging on rates in similar areas. 
However, for full pathfinder areas in Newcastle there is forecast to be a moderately 
high (c. 7.1%) vacancy rate at the end of the period. This is similar to the position in 
‘full’ pathfinder wards in the North West, although not quite as bad. 

Table 17a: Vacancy rates by Pathfinder Status of Wards, BNG and comparator 
areas, 2002-2018   

Area Ward Path 2001 2005 2007 2011 2018 
 Status % % % % % 
Gateshead Not    2.67 3.76 3.77 3.02 3.85
 Part   5.03 5.90 6.22 4.27 4.02
 All 3.71 4.71 4.85 3.58 3.92
Newcastle Not    3.50 3.88 4.09 3.64 4.02
 Part   6.62 6.00 6.04 3.85 3.61
 Full   11.12 8.20 8.18 7.22 7.06
 All 5.17 4.99 5.16 3.85 3.92
Rest of Tyne WearNot    3.13 3.57 3.47 2.70 3.20
 Total 3.13 3.57 3.47 2.70 3.20
Rest of NE Not    4.15 3.71 3.69 2.51 3.21
 Total 4.15 3.71 3.69 2.51 3.21
North West Not    3.46 3.56 3.57 2.74 3.06
 Part   7.24 7.87 7.56 4.26 4.15
 Full   8.74 19.67 19.00 8.91 8.96
 All 4.18 4.51 4.46 3.08 3.32
Rest of England Not    2.85 3.05 3.00 2.51 3.10
 Part   4.30 4.39 4.10 3.41 3.54
 Full   6.16 4.90 4.57 3.43 3.45
  All 2.91 3.10 3.04 2.54 3.11
 

Table 17b: Vacancy rates by BNG Areas of Change, 2002-2018   

BNG  2001 2005 2007 2011 2018 
Areas of Change  % % % % % 
Scotswood Benwell 6.74 13.31 11.12 6.15 5.63
Elswick Discovery 12.67 9.36 10.41 8.06 7.38
North Central 3.94 4.50 4.89 3.89 3.57
Byker & Ouseburn 8.88 6.20 6.38 5.43 5.05
Walker Riverside 10.49 5.68 6.14 1.09 1.14
North Felling 2.60 5.82 6.17 4.00 3.26
Deckham 5.67 4.97 5.36 3.46 2.87
Gateshead Town Centre 7.96 11.58 7.74 8.26 7.32
Bensham & Saltwell 9.07 8.10 9.35 5.88 5.33
Dunston 3.53 5.40 7.05 4.26 4.41
Teams 3.95 3.15 6.09 2.57 2.78
Rest of Gateshead 2.68 3.75 3.75 2.94 3.72
Rest of Newcastle 3.75 3.89 4.06 3.45 3.71
Rest of Tyne Wear 3.13 3.57 3.47 2.70 3.20
Rest of England 3.12 3.31 3.25 2.61 3.14
Total 3.13 3.33 3.27 2.62 3.15
Areas of Change 6.73 6.51 6.60 4.27 3.94
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The pattern is more variable across the areas of change. For three areas, Elswick-
Discovery, Byker-Ouseburn, and WalkerRiverside, vacancy rates have fallen from 
previous high levels.  Vacancy rates remain quite moderate in North Central, but in 
most of the other areas there has been a rise up to this year (2007) reflecting wider 
market changes.. This experience is not untypical of Pathfinder Areas, according to 
Nevin and Leather (2007, p.12).  

In the forthcoming period, as Table 17b, Figure 10 and  Map 3 show, vacancy rates 
are generally expected to fall in most areas of change, although they may remain quite 
high in Elswick Discovery and Gateshead Town Centre (central areas with higher 
private renting). For the areas of change as a whole, however, the forward forecast 
picture is relatively favourable, with a reduction from 6.58% in 2007 to 4.34% in 
2011, and then a further slight fall to 4.01% in 2018 (against a rising national rate). 

Figure 10 

 

 

 

 

 

 

 

 

Among these forecasts, the figures for Walker-Riverside look rather anomalous, with 
a fall to very low levels (1-2%) forecast. This is a consequence of the assumed high 
level of demolitions in this area. Map 3 suggests that reductions will occur in most of 
a belt running west-to-east along the river, with increases expected in the southern and 
middle parts of Gateshead.  
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Map 4: Change in Vacancy Rate 2005-18*  
(percentage change, baseline ward forecast) 

 

 

 

 

 

 

 

 

 

 

 

*Areas of change outlined in red 

 

6.5 House Prices 

The penultimate and perhaps most important outcome variable in the forecasts is 
house price. Unlike with the higher level model, we now report actual/expected 
current price level and use a terraced secondhand dwelling (from the Land Registry) 
as our representative price9. Four points in time are shown in Table 18a-b along with 
the percentage changes between these points. The authority-wide values are 
controlled for consistency with the higher level forecast previously reported. It should 
be noted that the 2005 values are as forecast in the (linked) models, not the actually 
observed values. A further point about assumptions which should be noted is that the 
models assume continuance of recent relatively benign economic conditions, without 
particular shocks. The effects of the  recent financial market instability and ‘credit 
crunch’, including the particular implications of Northern Rock’s problems, are not 
factored into this baseline forecast. 

                                                 
9 We translate between the NBS ‘type 3’ prices used in the HMA model and LR terraced prices using 
prevailing regional ratios between these figures in 2004. It should also be noted that, for Newcastle-
Gateshead, prices reported for all sales by Hometrack are similar to the terraced house average, 
whereas in other parts of the country they are often closer to the semi-detached price.  
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Table 18a: House Price Level and Change by Pathfinder Status of Wards, BNG 
and comparator areas, 2002-2018  (Terraced house, current prices) 

  House  House  House  House  Incr Incr Incr 
Area Ward Price Price Price Price ’01- ’05- ’11- 
 Path 2001 2005 2011 2018 05 11 18 
  Status £ £ £ £                  % % % 
Gateshead Not    54,585 72,683 101,520 129,891 33 40 28 
 Part   44,956 64,053 86,215 105,645 42 35 23 
 All 50,316 68,857 94,734 119,141 37 38 26 
Newcastle Not    92,241 122,956 180,292 238,660 33 47 32 
 Part   56,028 86,133 122,567 156,480 54 42 28 
 Full   33,918 72,475 93,726 108,547 114 29 16 
 All 73,719 104,380 149,698 194,895 42 43 30 
R o Tyne Wr Not    51,128 74,053 99,804 122,060 45 35 22 
 Total 51,128 74,053 99,804 122,060 45 35 22 
Rest of NE Not    44,966 75,736 108,905 137,298 68 44 26 
 Total 44,966 75,736 108,905 137,298 68 44 26 
North West Not    57,719 85,117 122,203 166,927 47 44 37 
 Part   35,106 73,955 106,173 144,367 111 44 36 
 Full   24,471 71,979 101,741 130,628 194 41 28 
 All 53,274 82,961 119,143 162,530 56 44 36 
R o England Not    124,097 205,757 282,474 401,186 66 37 42 
 Part   38,950 72,935 94,670 124,701 87 30 32 
 Full   31,338 69,245 99,004 133,346 121 43 35 
  All 121,416 201,638 276,714 392,722 66 37 42 

 

Table 18b: House Price Level and Change by BNG Areas of Change, 2002-2018  
(Terraced house, current prices) 

BNG  House  House  House  House     
Areas of Change Price Price Price Price Incr Incr Incr 
 2001 2005 2011 2018 01-05 05-11 11-18 
 £ £ £ £                  % % % 
Scotswood Benwell 40,655 72,876 111,164 145,235 79 53 31
Elswick Discovery 61,992 105,260 143,656 173,091 70 36 20
North Central 65,445 90,399 129,384 168,571 38 43 30
Byker & Ouseburn 43,809 66,898 89,258 108,642 53 33 22
Walker Riverside 47,327 65,022 88,974 110,645 37 37 24
North Felling 40,119 57,300 74,457 88,938 43 30 19
Deckham 55,816 75,492 101,685 125,983 35 35 24
Gateshead Town Centre 39,456 54,672 71,224 82,683 39 30 16
Bensham & Saltwell 43,302 78,675 103,963 125,183 82 32 20
Dunston 44,558 63,492 89,275 115,573 42 41 29
Teams 41,649 59,240 80,831 100,585 42 36 24
Rest of Gateshead 55,958 73,404 103,007 132,383 31 40 29
Rest of Newcastle 78,823 108,771 156,546 204,930 38 44 31
Rest of Tyne Wear 51,128 74,053 99,804 122,060 45 35 22
Rest of England 109,503 181,115 250,248 353,751 65 38 41
Total 108,360 178,946 247,249 349,126 65 38 41
Areas of Change 50,814 78,486 109,333 137,035 54 39 25
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For Gateshead and (more especially) Newcastle, pathfinder area prices were much 
lower but increased markedly more than national prices, especially up to 2005. In the 
next period to 2011 prices increase at a lower rate nationally (37%), with further 
similar amount of growth (42%) up to 2018. Newcastle and Gateshead perform 
similarly to the national change to 2011 but then grow rather less to 2018. Whereas 
pathfinder areas saw big relative and absolute rises in the recent period, in the coming 
period the model suggests some modest falling back in relative terms. This effect 
seems to be more apparent for Newcastle. 

At areas of change level, the largest increases up to 2005 were in Scotswood-Benwell, 
Elswick-Discovery, and Bensham & Saltwell. In the period to 2011, while the 
increases are fairly uniform across the Areas of Change, Scotswood Benwell, North 
Central and Rest of Newcastle are forecast to see rather greater rises. Between 2011 
and 2018, there will be price growth in all areas, although the ‘Rest of’ parts of the 
authorities are expected to see slightly greater gains. Scotswood-Benwell, North 
Central and Dunston will see the highest rate of growth while Gateshead Town Centre 
and North Felling will have a somewhat lower price growth (Figure 11).  

Figure 11 

 

 

 

 

 

 

 

 

 
In 2001 terraced prices ranged from £39-40k in Scotswood-Benwell, Gateshead Town 
Centre and North Felling up to £63-65k in Elswick-Discovery and North Central. In 
2018 they will range from £83-89k in Gateshead Centre and North Felling to £168-
173k in Elswick and North Central. While the areas just mentioned have maintained 
their relative position, some have shifted, notably Scotswood-Benwell. The absolute 
and relative price difference between the highest and lowest priced areas of change 
would be somewhat greater. 

Map 5 shows the expected pattern of price change over the period 2005-18. This 
shows that, on the whole and with the exception of Scotswood-Benwell (and North 
Central), price increases will be somewhat lower than average in most of the Areas of 
Change. The main locus of higher price growth will be the area just north of 
Newcastle City Centre, near the University. The southern area of Gateshead shows 
lower expected growth.  
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Map 5: Change in House Price 2005-18* 
(percentage, nominal, baseline ward forecast) 

 

 

 

 

 

 

 

 

 

 

 

*Areas of change outlined in red 

To sum up, between 2001 and 2005 the BNG Areas of Change saw prices rise by 
54%, compared with 37-42% for the authorities overall. Between 2005 and 2011 the 
Areas of Change will see broadly similar price rises to the authorities as a whole, 
around 40%. Between 2011 and 2018, the Areas of Change will see prices rise by 
25%, similar to the overall rate for Gateshead but a little below Newcastle’s 30%. The 
initial surge in prices reflected (in the author’s view) a combination of (a) a national 
tendency for former low demand areas to pick up sharply in the later stages of the 
housing market upswing, and (b) an element of speculative investment attracted by 
early publicity around HMR programmes. However, the price changes forecast do not 
suggest that most of these early gains will be wiped out. 
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6.6 House Type Mix 

Table 19: House Type Changes by Areas of Change 

 Flats Change Detached Change Terraced Change 
 % Flats % % Detached % Terraced 
Areas 2001 2005-18 2001 2005-18 2001 2005-18 
        
Scotswood Benwell 13.2 -6.4 8.7 1.1 8.9 -2.9 
Elswick Discovery 51.1 -7.1 2.0 5.6 15.2 -3.8 
North Central 8.0 -1.5 11.1 4.0 16.9 -5.5 
Byker & Ouseburn 42.6 -6.9 1.4 0.1 44.8 -1.9 
Walker Riverside 23.6 -18.6 4.0 6.3 37.5 -12.2 
North Felling 27.7 -4.3 2.7 6.3 31.6 14.9 
Deckham 32.3 -3.0 4.8 6.8 30.9 1.2 
Gateshead Town Centre 57.5 -5.5 5.1 10.7 24.0 -7.8 
Bensham & Saltwell 42.4 -4.9 3.1 -0.2 43.7 13.1 
Dunston 18.6 -0.1 9.8 4.1 37.5 13.6 
Teams 10.8 2.2 14.4 7.9 9.4 -3.1 
Rest of Gateshead 9.6 -0.5 17.4 7.6 29.6 -0.3 
Rest of Newcastle 24.8 -2.0 10.2 4.9 27.1 1.9 
Rest of Tyne Wear 14.8 -0.2 12.9 7.0 29.5 -1.4 
Rest of England 16.9 0.0 23.8 4.4 26.6 -0.2 
Total 17.0 0.0 23.6 4.4 26.6 -0.2 
Areas of Change 28.6 -5.8 5.5 4.4 26.4 -0.8 

 

Table 19 looks at one other aspect of housing change in the BNG Areas of Change, 
namely housing type mix. It should be emphasized that this aspect of the forecast is a 
relatively crude projection based on 1991-2001 trends, the share of flats in recent new 
build and the share of flats in proposed development sites or plans for new build or 
demolition (where known). The projections are firmer for the share of flats than for 
the share of particular house types (detached versus terraced). 

Nationally, the share of flats is forecast to increase only marginally (perhaps 
surprisingly), while detached houses continue to gain at the expense of terraced and 
semi-detached houses. For BNG Areas of Change overall, flats are expected to reduce 
their share by 5.8% points (from 29% to 23%). Detached houses rise by a significant 
amount (4.4%) from a low base. For terraces there will be just a small net reduction in 
share. Broadly these changes, entailing a net shift from flats to houses within the 
Areas of Change, are in line with BNG plans and aspirations. 

The picture across the Areas of Change is variable, as can also be seen from Map1. 
Flats tend to fall in most of the Areas of Change, except Teams and Dunston. This 
decline reflects previously high levels, including both public sector and Tyneside 
Flats, and the impact of demolition as well as new build. A general increase in 
detached houses would reflect recent trends in the region but might be modified given 
the more urban orientation of new build. However, we have some scepticism about 
the high figures for increased detached houses in this version of the model, 
particularly for example Gateshead Town Centre. Whilst a general fall in terraced 
houses may be expected, the model appears to predict rises in some areas (North 
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Felling, Bensham & Saltwell, Dunston) which previously already had quite large 
shares.  

Map 1 suggests a general pattern of flats reducing their importance through the core 
of the cities, particularly in traditional working class neighbourhoods close to the 
river, while increasing in some accessible areas a little further out.  

Map 1: Change in Share of Flats 2005-2018*  
(baseline ward forecast) 

 

 

 

 

 

 

 

 

 

 

 

*Areas of change outlined in red 
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7. INTERVENTION IMPACTS AT NEIGHBOURHOOD SCALE 

7.1 High and Low Intervention Scenarios at the Local Scale 

The next (and final) step in the analysis is to try to run alternative scenarios through 
the ward model. The two scenarios discussed earlier as ‘high intervention’  and ‘low 
intervention/policy-off’  are the main focus of attention here. At ward level the 
forecasts are designed to dovetail with the HMA level scenarios of the same name as 
summarised in Tables 10-13 above. However, the ward level model does not replicate 
all of the nuances of the higher level model, in terms of environmental and housing 
condition measures.  

With further work and time, it would be possible to take account of some additional 
environmental factors, such  as open/greenspace and residential density/plot sizes.  

The factors which the ward model does reflect changes in across these different 
intervention scenarios are as follows 

·  New private building rates, with an assumed acceleration (doubling) in the 
areas of change under the ‘high intervention/growth  points’ scenario10, and a 
slowdown (to one-third of the baseline level) in areas of change in the low 
scenario 

·  New social building rates would be 50% higher in the areas of change (high), 
or 70% lower (low)  

·  Demolitions would be double (high) or nil (low) in areas of change. 

These direct supply interventions would then have indirect effects on housing type 
mix (an aspect of quality), on housing tenure, and on socio-demographics including 
for example the incidence of poverty. We report some of these indirect effects before 
coming to the key housing market impacts.  

7.2 Results of Intervention Scenarios at Ward Scale 

Tables 20-24 report key findings, in a more selective way and looking chiefly at the 
BNG areas of change. We generally show values for either or both of 2011 and 2018 
and for the baseline plus the high and low intervention cases; or the difference from 
the baseline (in the case of prices). We do not tabulate the actual supply number 
changes because they largely follow mechanically from the baseline values and the 
assumptions above. 

 

                                                 
10 In addition to assuming that the extra growth in NewcastleGateshead is located primarily in the BNG 
Areas of Change, an allowance is made for additional output in a peripheral area; at the time of this 
exercise it was believed this area would be Newcastle Great Park, but subsequently a different area was 
chosen. 
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House Type Mix 

Table 20: House Type Mix: Change in Share of Flats by Areas of Change and Other 
Areas  (% points) 
  
Areas  High Int Baseline Low Int 
        
Scotswood Benwell -7.6 -6.4 -5.4 
Elswick Discovery -15.2 -7.1 -1.4 
North Central -3.8 -1.5 0.1 
Byker & Ouseburn -11.0 -6.9 -3.7 
Walker Riverside -21.5 -18.6 -4.4 
North Felling -8.3 -4.3 -0.8 
Deckham -5.9 -3.0 -0.3 
Gateshead Town  -15.9 -5.5 1.8 
Bensham & Saltwell -9.5 -4.9 -1.2 
Dunston -2.3 -0.1 1.7 
Teams -0.6 2.2 4.6 
Rest of Gateshead -0.7 -0.5 -0.5 
Rest of Newcastle -3.0 -2.0 -1.2 
Rest of Tyne Wear -0.2 -0.2 -0.2 
Rest of England 0.0 0.0 0.0 
Total 0.0 0.0 0.0 
Areas of Change -9.5 -5.8 -1.4 

 

House type mix is one of the indirect transmission routes from different supply 
intervention levels and to different market outcomes. Table 20 looks at changes in the 
share of flats by area under the three scenarios. We focus on flats here because the 
evidence base for the model on flats is better than the evidence base on the mix 
between detached and terraced houses.  

Whereas in the baseline we expect the share of flats in BNG to fall by 5.8%, this fall 
would be larger (at 9.5%) in the high intervention case, but lower (only 1.4%) in the 
low intervention case. The relative changes are similar across the areas, but with 
different absolute magnitudes. The areas with more development activity would see 
more change, and these changes would generally be reductions. Given the historical 
legacy of BNG, where ‘flats’ tended to mean either Tyneside Flats (widely considered 
outmoded or obsolete, and often in poor condition) or public sector high rise schemes, 
this direction of movement would presumably be regarded as a positive outcome from 
higher levels of intervention.  
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Tenure Change 

Table 21: Change in Owner Occupation under High versus Low Intervention Scenarios by  
Areas of Change and Other Areas  (% point) 

Areas High Int Baseline Low Int 
        
Scotswood Benwell 10.9 8.6 2.5 
Elswick Discovery 8.0 7.5 4.9 
North Central 2.0 2.1 1.2 
Byker & Ouseburn 7.6 4.7 1.2 
Walker Riverside 30.3 29.1 4.2 
North Felling 9.7 5.5 1.1 
Deckham 4.8 3.1 1.1 
Gateshead Centre 8.2 7.6 4.1 
Bensham  Saltwell 3.9 3.7 2.3 
Dunston -1.1 -0.8 -1.5 
Teams 4.7 3.6 1.4 
Rest of Gateshead 0.6 0.7 0.7 
Rest of Newcastle 2.7 2.5 2.1 
Rest of Tyne Wear 1.0 1.0 1.0 
Rest of England 0.7 0.7 0.7 
Total 0.8 0.8 0.8 
Areas of Change 8.3 6.8 2.1 

 

Since most of the new development will be private, we would expect higher levels of 
supply to be associated with increased owner occupation, and Table 21 confirms this 
general expectation. Whereas in the baseline there is forecast to be a 6.8% point rise 
in homeownership in the areas of change, under the high intervention scenario this 
would rise to 8.3%; under low intervention it would fall to 2.1%. The tenure effect is 
uneven, however, with clearly positive effects for high intervention in Scotswood-
Benwell, Walker Riverside and North Felling, for example, but less apparent effect 
elsewhere. In some cases there is a larger positive effect moving from low 
intervention to baseline than in the move from baseline to high intervention. This may 
partly reflect logical constraints on the size of tenures which the model reflects. In 
general, and as expected, the numbers are larger where the scale of development and 
change is greater.  
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Poverty Change 

Table 22: Poverty Rates under High versus Low Intervention Scenarios by  Areas of 
Change and Other Areas  (% point, 2018) 

Areas High Int Baseline Low Int 
  2018 2018 2018 
Scotswood Benwell 14.3 15.2 16.6 
Elswick Discovery 24.1 25.5 26.9 
North Central 14.1 12.4 12.7 
Byker & Ouseburn 22.7 23.9 25.0 
Walker Riverside 25.9 27.5 31.7 
North Felling 22.5 23.7 25.0 
Deckham 17.3 17.7 18.3 
Gateshead Town  22.3 23.9 25.7 
Bensham & Saltwell 22.0 22.5 23.3 
Dunston 11.2 11.7 12.4 
Teams 14.1 15.1 16.2 
Rest of Gateshead 10.7 11.0 11.4 
Rest of Newcastle 10.5 11.2 11.4 
Rest of Tyne Wear 14.2 14.2 14.2 
Rest of England 10.6 10.6 10.6 
Total 10.7 10.7 10.7 
Areas of Change 18.6 19.4 20.5 

 

Table 22 looks at the poverty rates in 2018 under the three scenarios, this time 
showing the absolute level rather than the changes. On the whole we would expect the 
changes in poverty to show a mirror image relationship with changes in owner 
occupation, as it is clear that tenure would be one major driver of changes in the 
income/poverty profile. The differences are perhaps less dramatic but there is a 
definite inverse relationship between level of intervention and poverty rates. For the 
Areas of Change together poverty in 2018 would range from 20.5% under the low 
intervention scenario down to 18.6% under the high intervention case. Somewhat 
larger differences are observed for areas with a higher level of supply intervention. 
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Vacancy Rates 

Table 23: Housing Vacancy Rates under High versus Low Intervention Scenarios by Areas 
of Change and Other Areas  (% rate, all tenures, 2011 and 2018) 

 

Areas High Int Baseline Low Int High Int Baseline Low Int 
  2011 2011 2011 2018 2018 2018 
Scotswood Benwell 7.04 6.15 6.32 5.38 5.63 5.36 
Elswick Discovery 9.13 8.06 6.98 6.93 7.38 7.44 
North Central 4.22 3.89 3.56 2.84 3.57 4.08 
Byker & Ouseburn 5.77 5.43 4.94 3.90 5.05 5.66 
Walker Riverside 1.33 1.09 3.36 1.28 1.14 3.52 
North Felling 3.82 4.00 4.37 1.47 3.26 5.03 
Deckham 3.30 3.46 3.79 1.26 2.87 4.42 
Gateshead Town 9.68 8.26 7.90 6.19 7.32 8.11 
Bensham & Saltwell 6.50 5.88 5.85 3.54 5.33 6.40 
Dunston 5.09 4.26 4.03 4.15 4.41 4.61 
Teams 2.67 2.57 2.75 1.64 2.78 3.67 
Rest of Gateshead 3.91 2.94 2.49 4.80 3.72 3.00 
Rest of Newcastle 4.11 3.45 2.92 4.18 3.71 3.30 
Rest of Tyne Wear 3.10 2.70 2.65 3.45 3.20 3.13 
Rest of England 2.64 2.61 2.61 3.20 3.14 3.12 
Total 2.66 2.62 2.61 3.21 3.15 3.12 
Areas of Change 4.66 4.27 4.42 3.22 3.94 4.78 

 

Vacancies are one of the key market outcomes which intervention is hoped to 
influence. Because the simulations suggest somewhat complex effects which do not 
apply smoothly over the time period of the study, we report figures for both 2011 and 
2018 in Table 23. The Table suggests that, for the Areas of Change as a whole in 
2011, higher intervention with Growth Points would slightly increase vacancies (to 
4.66%) relative to both baseline (4.27%) and low intervention (4.42%). However, by 
2018 high intervention/growth brings vacancy rates down to 3.22%, compared with 
4.78% under low intervention. Most individual areas would see lower vacancies by 
2018 under the high intervention scenario. The only note of caution about these 
findings is that, in addition to Walker Riverside as previously noted, certain areas see 
vacancies fall to a pretty low level (between 1% and 2%) by 2018 under the high 
intervention scenario. This may indicate that the model is giving a slightly 
exaggerated vacancy reduction in these circumstances, due to either the level or the 
impact of demolitions assumed or due to ‘linear’ nature of the prediction models11. 

The model reflects processes whereby supply changes in some neighbourhoods 
trigger responses within local markets which redistribute certain outcomes across the 
city. Thus, it is worth noting here that, while the areas of change see lower vacancies 
with higher intervention (by 2018), the ‘Rest of …’ areas would see higher vacancies. 
This is particularly so in Gateshead but also applies to Newcastle and, to some extent, 
the surrounding region. Apart from this perhaps inevitable side effect, the pattern of 
impacts on vacancies provides a very encouraging indication that Housing Market 

                                                 
11 As vacancy levels fall closer to zero, or some positive ‘minimum’ rate, a given change in the key 
driver factors may have a progressively smaller effect.  
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Renewal activity may be expected to have desirable impacts on market outcomes, 
particularly in the medium-to-longer term.  

House Price Growth 

Table 24: Differences in House Price Growth under High versus Low Intervention 
Scenarios by Areas of Change and Other Areas  (% points difference from baseline) 

Areas High Int Low Int High Int Low Int 
HI 
Mod* 

  2011 2011 2018 2018 2018 
Scotswood Benwell -1.5 -1.9 3.3 -8.4 6.1 
Elswick Discovery -7.9 2.7 -3.9 -1.3 -0.8 
North Central -2.8 2.1 4.4 -2.0 4.3 
Byker & Ouseburn -5.6 1.3 3.8 -4.5 6.3 
Walker Riverside -6.3 -16.4 -2.3 -20.8 1.1 
North Felling -5.1 -0.7 5.1 -7.4 9.1 
Deckham -6.0 0.1 2.3 -4.6 6.3 
Gateshead Centre -8.4 1.1 -5.1 -2.5 -0.2 
Bensham & Saltwell -7.2 0.8 -0.9 -2.9 3.4 
Dunston -7.3 1.1 -0.8 -2.3 3.5 
Teams -6.9 0.7 0.3 -3.7 4.6 
Rest of Gateshead -7.1 1.2 -0.3 -1.8 4.2 
Rest of Newcastle -6.1 2.3 1.4 -1.3 4.3 
Rest of Tyne Wear -5.9 0.7 -1.9 -0.4 0.8 
Rest of England -0.2 0.0 -0.5 0.2 -0.3 
Total -0.2 0.0 -0.5 0.2 -0.2 
Areas of Change -6.1 -0.2 1.1 -4.6 4.2 

* Final column shows effect of high HMR intervention with moderate supply increase. 

Last but not least we consider the impact of different levels of intervention on house 
prices, another key outcome although one with mixed connotations. Table 24 looks at 
percentage differences from the baseline at 2011 and 2018. In 2011, high 
intervention/growth points would lower prices by 6.1% in the Areas of Change, a very 
similar impact to that seen in the rest of NewcastleGateshead and indeed the 
conurbation. Prices would also be lower, but only very marginally (-0.2%), with low 
intervention. Come 2018, the negative effect of high intervention/ growth would be 
changed to a small positive effect (1.1%), whilst the low intervention strategy would 
see house prices 4.6% lower. However, we also show for comparison the effect of 
high intervention with moderately increased supply. Under this scenario prices would 
be 4.2% higher in the Areas of Change.  

In the shorter term, high intervention would depress prices in all the Areas of Change. 
Looking longer term (to 2018), high intervention is most positive for prices in 
Scotswood-Benwell, Byker-Ouseburn, and North Felling. It tends to be negative for 
the more central Areas of Change (Elswick, Gateshead Centre). Low intervention 
would be most negative for Walker Riverside. 

The price impacts in the Areas of Change are similar to but on average slightly greater 
than those in the rest of Newcastle and Gateshead. This illustrates how market 
processes spread through the market area. 
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7.3 Overview of intervention effects 

Broadly the intervention scenarios provide a positive story, as reflected in 
moderate price increases. Better quality residential environments and mix 
attract more households and strengthen demand, even while greater supply is 
keeping prices from increasing too much, a desirable outcome from an 
affordability perspective.  

Higher intervention has a number of desirable impacts on areas of change, 
including 

·   greater reduction in share of flats 

·   greater increase in owner occupation 

·   less concentrated poverty 

·   lower vacancies, especially later (2018) 

·   slightly higher prices, later  

The direction of impacts is consistent for most sub-areas, with the odd exceptions. In 
general, the size of the impact of greater intervention is greater in those areas which 
have more potential activity (i.e. more housing sites).  

Exactly what mix of interventions and supply is optimal depends on the relative 
weighting of different objectives. If the priority is to raise prices, reduce vacancies 
and increase owner occupation in BNG Areas of Change (very much of a Housing 
Market Renewal agenda), the strategy of high intervention but moderate supply 
increase would be preferred. If the priority is to improve affordability, 
particularly in the rest of NewcastleGateshead, and to increase the total number 
of households in the core cities, then the strategy of high intervention with 
growth point status would be preferred. Thus this strategy might play more both to 
the current national housing policy agenda (although the focus here is mainly on 
improving affordability in the South) and a City Region economic development 
agenda.  
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8. CONCLUSIONS 

The higher level panel-based econometric model is capable of producing simulated 
forecasts of housebuilding, house prices, vacancies and certain demographic numbers, 
conditional on economic and planning scenarios, at subregional market area level. 
With suitable amendments, mainly relating to ensuring consistency between 
households and dwellings, it has been found to provide an effective forecasting tool 
for NewcastleGateshead. 

A baseline forecast showing trajectories up to 2018 is presented, based on current 
national planning and housing policies, the current Regional Spatial Strategy, and 
central economic forecasts for the region and its core cities. In this forecast new 
housing output expands significantly, particularly in Newcastle. House prices rose 
steeply in the period to 2006; after a pause to 2008, growth is expected to resume at a 
more moderate rate thereafter, but NewcastleGateshead prices will not rise as much as 
national figures up to 2018. Affordability will worsen slightly to 2011 and then 
improve slightly in Gateshead while remaining static in Newcastle, with Newcastle 
having worse affordability throughout the period (although still below England 
average).  

Recent migration rates reflect high international in-migration in recent years, 
particularly in Newcastle. The forecast shows annual fluctuations but with Newcastle 
broadly neutral on net migration and Gateshead moderately positive. Both authorities, 
but particularly Newcastle, tend to lose ‘core age’ internal migrants (aged 30-44), but 
gain younger and international migrants. 

For England, household growth is forecast to fall slightly short of official household 
projections, but both Gateshead and Newcastle are forecast to grow at close to the 
projected rate, with 6,000 and 10,000 extra households respectively over the period 
2000-2016 (performing better than the rest of the conurbation in this respect). 

Demolitions are expected to continue to occur on a significant scale in 
NewcastleGateshead. Vacancies are expected to fluctuate, but generally tend to fall 
from their current high point by the end of the period, with some convergence 
between rates for Newcastle and other areas. Social sector turnover falls initially and 
then levels off at a rate rather above the national average.  

The higher economic growth scenario would push up house prices in 
NewcastleGateshead, by 8.2-8.5% in 2011 and 13.4-13.9% in 2016, whereas the low 
growth scenario would see prices 7-8% lower. These changes are of similar 
magnitude to the income changes and so affordability does not change much with 
economic growth rates. Higher economic growth would raise net dwelling growth, 
particularly in Newcastle, but would have very little net effect on migration or 
household numbers. As a consequence, vacancies would be somewhat higher than in 
the baseline scenario as a result of higher economic growth.  

Scenarios for differing levels of new housing supply entail varying the land released 
for new housebuilding, but the model indicates that the amount of extra land released 
is much greater than the amount of extra units completed. The high supply scenario, 
reflecting the recent Growth Points proposal would raise housebuilding output by 25-
30%, and this would reduce prices (and improve affordability) by 6-9%. Reducing 
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new land release by more than half would have a smaller impact on output (4-14%) 
and on prices/affordability (2-3%). High supply would raise net in-migration 
significantly, resulting in 2,000 extra households in each authority by 2016, but it 
would also raise vacancy rates by up to a quarter and social sector turnover by a small 
amount.  

A comprehensive package of high HMR intervention in BNG would have a small 
positive effect on prices by 2016 (2-3%), but a rather larger positive impact on 
migration and household growth (2-3,000 extra for each authority). Vacancies would 
rise initially but then fall slightly by 2016, as would social sector turnover. A ‘policy 
off’ scenario of minimal intervention would have broadly opposite effects, leading to 
a relative demographic decline but with small effects on prices, affordability or 
turnover.  

Combining high intervention with high ‘Growth Points’ supply would mean a sharper 
dip in prices with a slightly lower level than the baseline in 2016, more net in-
migration and household growth (1-2% more households in 2016); vacancies would 
be 10% higher as a result.  

The ward-level forecasting model utilises behavioural forecasting functions for 
changes in key variables over medium periods (to 2011 and 2018), calibrated on 
actual changes observed in the 1990s and early 2000s. Variables forecast in this way 
include new housebuilding rates (for given land availability), employment rates, job 
types, poverty rates, private renting, vacancies and house prices. Other variables are 
projected forwards in a more mechanical fashion, including social housing, 
demolitions, house types, and job access. House prices, new build output and 
vacancies are controlled to values generated in the HMA-level model. 

Taking account of local as well as national data, it is clear that new housebuilding 
output will be concentrated in certain areas of change, particularly those close to the 
city centres, and these areas tend to see greater change across a range of market 
outcomes.  

BNG areas will see sharp drops in social renting and significant rises in private 
renting. Owner occupation will rise by 6.8% points in the areas of change compared 
with very little growth nationally.  

Poverty rates are forecast to fall somewhat nationally after 2011, but with bigger 
reductions in poorer BNG neighbourhoods and an overall reduction from 2002 to 
2018 from 26% to 19.4% in the Areas of Change. This should increase spending 
power and potentially service quality in these areas. 

Vacancy rates will fall from 6.6% in 2007 to 4.0% in 2018 in the Areas of Change, 
with falls in most areas but continuing higher rates in some areas nearest to the city 
centres.  

Prices rose by about 15% more than city-wide averages in the areas of change 
between 2001 and 2005. In the coming period they will increase at a similar rate to 
the cities as a whole up to 2011 and then at a slightly lower rate thereafter. Although 
there are some relative price shifts, there will continue to be wide variations in prices 
between different Areas of Change.  
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In terms of housing stock, areas of change will see a reduction in their share of flats 
from 29% to 23%, against a static picture nationally, and probably some increase in 
detached houses. This change would be greater for the ‘high intervention’ but much 
smaller with ‘low intervention’; and greater in those areas with more development 
activity. 

Home-ownership would rise more in areas of change under ‘high intervention’ (8.3% 
points) but relatively little under ‘low intervention’ (2.1%). Poverty concentration 
would fall slightly more in the former case and slightly less in the latter.  

High intervention would initially raise vacancies slightly in Areas of Change but by 
2018 there would be a significant reduction, (0.7% lower than baseline), whereas with 
low intervention vacancies would be higher (0.8%).  

High intervention with high supply would lower prices in areas of change, as 
citywide, in 2011 (by 6%), but by 2018 prices would be marginally higher than in the 
baseline. High intervention with moderate supply increase would see prices 4% higher 
in 2018. These price impacts would be more negative in the central city areas of 
change. Low intervention would see prices lower (by 4.6%).  

Broadly, the effects of higher intervention are positive, as better housing and 
environment attract more households and a better social mix. The impacts are broadly 
in the desired direction for house type mix, home-ownership, poverty, and vacancies, 
with modest positive effects on prices. High intervention with moderate supply 
increase is better for prices, vacancies and home-ownership in areas of change; 
combining it with higher total supply is better for affordability and household growth 
at City/Borough level.  
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