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1. INTRODUCTION
1.1  The Project

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

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

This introductory chapter proceeds by discussinguoderstanding of what the brief
required, the main elements which we felt we cquritiide, and aspects of the brief
that were expected to raise problems. It then lgraitlines our approach and sets out
how the stages in the research are described sequbnt chapters.

1.2 Understanding the Brief
The original brief identified the following key regements for the work

a. Carry out impact assessments of proposed/ongoiag/entions for a range of
scenarios

b. Assess the effect of projected house price inceei@msBNG strategic
intervention areas.

c. Develop a model that is capable of being updateBNig and local authority
officers

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

From subsequent discussion with BNG, we understioaidthe immediate priorities
concern b. above, together with that part of acWhvas necessary to fulfill b. (i.e.
take account of known interventions), and that pad. which was necessary to
explain and interpret b. (but not full appraisalrdervention options or
recommendations relating to these). It was alseaxfjnot to include c. at this stage,
as this would add significantly to the time andtaf¢he work.

It was clear from the overall title for the projeas well as from the above points, that
what was required was some form of economic mofeloal/neighbourhood scale
housing markets. We have been carrying out researdhical and neighbourhood
level housing markets in England, particularly thgh a project recently completed



for the Joseph Rowntree Foundatiomhich placed the research team in a position to
offer a modelling capability of this kind. At tharse time, this experience made us
aware that modelling of market change at this ssadéll in a ‘developmental’ phase
and subject to many caveats and uncertainties.

Although some caution, in terms of the level of éxption, needed to be attached to
this project, we were nevertheless excited at thegect of trying to develop an
operational model of this kind, one of the firstisumodels in the UK. In the event,
we believe we have adapted and developed a suit®déls which work well and
provide a powerful tool to inform planning and pglinterventions.

Point a. above implies that a key aim is to idgrttie market impact of specific
interventions. It was assumed that these intergeatwere primarily neighbourhood-
level initiatives, for example involving demolitipnew building and/or upgrading of
housing. The scope could be widened to includeorediinitiatives, for example
major land releases or developments on the citg edgn neighbouring districts;
alternatively the impacts of such things couldrmrporated within the broader
‘range of scenarios’ referred to. We certainly saged the ‘range of scenarios’ to
also encompass different assumptions about macroegonal economic growth,
employment conditions and interest rates. In tlet lof subsequent discussion, we
now interpret point a. as requiring us to take aot@f known/likely interventions,
and if feasible report on outcomes with and witherhe major interventions, rather
than to offer a comprehensive analysis of the ihptall specific potential
interventions.

Point b. could be interpreted in different waymlght suggest that there is a
requirement to see overall (national/regional ty-eiide) house price
projections/forecasts mapped out at neighbourhewel nd perhaps in terms of
specific housing types. This could imply quite alssticated model, which can
account for differential house price movementshef kind at a disaggregated level.
An alternative interpretation is that what is reqdiis more in the nature of a
calculation of the impact of price changes, magpedlly, on key implementation
parameters of the regeneration programme: theot@stquiring dwellings or land;
the viability of market developments (vs need fap gubsidy); the compensation
available to owners displaced; the affordabilityhoine ownership options. A further
aspect might be predictions of the rate of takeiuglemelopment opportunities in
these areas by the private sector. Finally, trerést may focus upon the
consequential impacts on household movement ardidog including the
demographic and social profile of local populations

We have attempted to develop models which providage of relevant outputs in
terms of housing market outcomes and associated-demographic impacts.
Nevertheless, the models and outputs are neceslsauited by the data available on a
common basis for the whole country, with some enbarent from local data sources.
This means that there are limits to the detailudpats, for example in terms of prices
for different types of dwelling. The project had mopractice gone into detail around
issues of costs of different kinds of provisiondervention, but has concentrated on
broader volumes of activity and their impact.

! Bramley, G., Leishman, C., Karley, N. K., Morgdn& Watkins, D. (2007Transforming Places:
Housing investment and neighbourhood market chavigek: Joseph Rowntree Foundation



Point c. suggested that what was required wadatiyey) ‘user friendly’ model with
the capability of use by local officials, changiither the scenarios tested or the base
assumptions/input data. The general expectatiordagpically be that such a model
would be set up in the familiar spreadsheet enwremt of Excel. Creation of such a
model would have been a discrete step beyond wiedrgly exists within the

context of the background research we have beesgedgwith, and is not completely
trivial. The basic dilemma is that, the more flégithis model is made, in terms of
parameters and inputs which can be changed, gdugsaferred to, etc. then the
more large, complex and potentially ‘unfriendlybgcomes. The underlying
databases for our research are large and, in senses ‘messy’ datafiles in SPSS or
STATA, created over a period of time in an incretaéway as new sources have
been tapped and new formulations tested. Simpgar ‘friendly’ versions tend to
freeze the models at the particular stage of dewedémt. A further complexity is that
some of these models involve finding solutionsdionultaneous equations involving
contemporaneous predicted values for key variadtbsr for the same geographical
zones or for contiguous/accessible zones.

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

Point d. suggested that part of the work would imedesting quite a number of
variant options for action in different interventiareas, against different background
scenarios. It was agreed to restrict this to gratissues and the impact of key
interventions and economic changes on areas whé@&would be active.

We noted that there is an existing ‘Targets ange€taries’ model, which raised
issues about reconciliation and consistency betwhsrand the new model(s). In
practice we have made some use of data contairtbahwhis existing model to
inform the way future supply is modelled, but theputs of our models are not
necessarily the same as those in this previousieger

Points a. and d. both implied an emphasis on samadl output and a model capable of
reflecting neighbourhood-level relationships. Wggested that there are good
reasons, in terms of data robustness and availalfdr not attempting to model to

the level of the smallest Census unit; and gooslaresin terms of coherence for

using one common set of units. For these reasorsawe used wards in the most
relevant of the modelling exercises previously utaden, and it was agreed to
continue following that approach in this projedpecially given the timescale.

Desirable outcomes

In commenting later in this report on the markettomes forecast for
NewcastleGateshead, we make implicit assumptioostdahe outcomes which are
considered desirable by BNG and their partnerssé@heflect the general objectives
of the Housing Market Renewal (HMR) programme aadunderstanding of the
background to this, particularly the problems af ldemand and unpopular
neighbourhoods which were apparent in these anethe ilate 1990s and early 2000s.
Thus, we assume that desirable outcomes, partig@iteirneighbourhoods targeted
for action, would include the following:

Higher house prices



More investment in new housing, particularly by phisvate sector
Lower vacancy rates

More positive net migration

More home-ownership

Less concentrations of poverty and deprivation

Lower turnover, particularly in the social rentesttor

More choice of housing types, particularly moref@ned or aspirational
types, and possibly less oversupply of types deashedlete.

Some of these outcomes may be ambiguous, howeigdreHhouse prices indicate a
healthier market and more confidence in areasthayt can also create additional
problems of housing affordability. It is difficuid determine the tradeoff here, which
may change over time as price levels change anehdiépy on the wider market
situation. Quite clearly, elementary economics sstgythat if you have more
investment in new housing (bullet 2) you will inase supply and this will tend to
reduce house prices (bullet 1). So again theralegaee of apparent conflict between
different desirable things. Our modelling can irdécthe extent to which more of one
thing means more or less of another thing, butithemate judgement of how you
weigh these up is a policy one.

Further examples of possible apparent conflictsréateoffs) are also worth
mentioning at this stage. While the desire to ee&f vacancy rates is
understandable, it should be realised that thdlheaperation of housing markets
requires a certain level of vacancies. Furthermamigeneral improvement in housing
supply, which increases choice and opportunity, megessarily entail some increase
in vacancies, some of which may need to be denealisWhile high turnover in

social renting is generally indicative of low derdampopularity, high turnover is
endemic in the private rented sector, which is gaheexpected to increase its role.
A healthy private owner occupier market will enssimewhat higher turnover than a
market which is failing.

1.3  Undertaking the Research

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

The first is @Housing Market Area’ (HMA) level model which predicts key market
variables for larger spatial units on an annuaisofas a period of 19 years (2000-
2018). This is a refinement and adaptation of astieg model which has been
developed over a number of years. Chapter 2 desctitis model, and explains the
ways in which we have modified it for this exer¢i€hapter 3 presents a baseline
HMA-level forecast using this model, which placeswdastle and Gateshead in their
wider regional and national context. Chapter 4 respon the outcomes from using
this HMA-level model to explore a number of altéima scenarios, relating to a. the



performance of the local and regional economiethdamount of new housing
supply provided for through the planning systend enthe level of HMR
intervention in NewcastleGateshead.

The second model forecaslbanges at Ward Levelassociated with the higher level
market forecasts from the first model. This moded heen effectively newly
developed for this project, although it makes saise of calibrated relationships
between changes in key variables over medium tien@gs derived from a previous
research project (JRFansforming Placésstudy. Like the first model, it is run for all
areas in England (about 7,800 wards), and thusiaoydrinciple be applied to other
subregional areas. However, for wards within Newe&ateshead additional specific
data inputs and assumptions have been incorpotzdsdd on discussions with BNG
and other members of the Steering Group and Iatal generated by BNG and
partner organisations. This model forecasts chatuyesget dates (2011 and 2018)
and compares with base period values (2005/06)pt€h& describes the model and
its components. Chapter 6 reports baseline warel-fevecasts in detail, highlighting
in particular the implications for BNG ‘Areas of @ge’ (matched approximately to
wards). Chapter 7 reports the results of compdrigly and low intervention
scenarios with the baseline, at this neighbourtsmade.

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

We believe that this two-level modelling structisen appropriate way to analyse
local housing markets. Our previous work has deitnatezl that the factors which
influence change at the market area level canrdgstimewhat from those which
influence neighbourhood level change. At the same,tneighbourhood markets are
part of wider markets and it is essential thatéHeswver level forecasts are consistent
with higher level estimates. It is a particularttea and strength of our approach that,
by running the two levels of model in tandem amd#tihg their results, such
consistency can be guaranteed. In the processdhbels provide information about
the potential interactions and spillovers betwedatis happening in a locality and
what is happening in wider market areas. The needdognise such interactions is
central to the philosophy underpinning both the HptBgramme and the new
approach to Strategic Housing Market Assessmerradhn by the CLG Guidance
document published in 2007.

In order to implement this approach, it has bearesgary to maintain regular contact
with BNG and their partner organisations, firstiycdlarify the appropriate
assumptions to apply in different scenarios andrsély to obtain as much relevant
local data as possible. A considerable amount anéty of local data have been
provided, and we have tried to incorporate thisneher possible in the modelling.
Some of these data are relevant to updating the f@stion in the light of recent
events, and some to projecting future housing suapd other interventions at a
local/neighbourhood scale.



2. MARKET AREA MODEL
2.1 Introduction to Panel based model of local/sulegional housing markets

This model has evolved from earlier research byrBes (1993, 1999), through
versions based on 10 years of data (Bramley 20G#nkRy & Leishman 2005), to the
most recent version based on 20-plus years ofadataeported briefly in the recent
JRFTransforming Placegeport (Bramley et al 2007). The basic model estas
econometric equations to predict house prices, meld output, migration and
vacancies for each of 90 zones in England, baseshonal data for the period from
1983 to 2004. These results are then combmedsimulation model to track the
impact of different scenarios (e.g. in respectlahping and land release) over a 19
year period (currently 2000-2018).

The zones are based on former Health Authority $yrbacause much of the original
data was derived from a project (with Champion ewsltkagues) to develop a
migration model for England. Individual metropofiteistricts such as Newcastle and
Gateshead are separate zones in the model, wigh mdhes comprising former non-
metropolitan county areas and groups of London uogite. The model can be used to
examine different regional planning scenarios, ftbmviewpoint of impacts on
market prices and affordability, as suggested byBarker (2004) Inquiry and
reinforced by the newly-established National Hogsand Planning Advice Unit
(NHPAU 2007a and b). Itis also quite effectiveggnerating predictions of the
impacts on house prices and related market vasaiflspecified changes in
economic and labour market variables at nationdlragional levels.

It is not appropriate to give a detailed technaatount of the model here. Essential
technical details are provided in Annex A to tlepart. However, it is perhaps useful
to give a flavour of how the model works and whaékes account of. Overall, the
basic econometric model predicts values for five kariables:

new private housebuilding output
house prices

in-migration

out-migration

private sector vacancies

Each of these is predicted for each area and lgaaed on regression models fitted to
data over 20 years by 90 areas. Variables usegkthab these outcomes include
about ten factors which vary over time and spaeg—employment growth,
job/worker ratios, unemployment, household inconssy and existing social renting,
social sector relets, total population - and aeotiventy or so variables which are
measured for each area as single cross-sectiolu@sva e.g. environmental factors
like air quality, climate and derelict land, urbfanm factors like density, housing
guality and condition indicators, social compositrneasures, demographic
characteristics.



In addition to values for the particular zone iregtion, these models take account of
values of selected variables averaged for surrmgncibntiguous zones. In this way,
the interaction of housing markets within and tmeaxtent between regions are
taken account of, although the inclusion of mignatvariables also provides a way in
which such interactions are taken account of. Seami@bles are included in the
model as lagged valufesr change values, to capture some of the dynamficsange.

The five basic equations are estimated as a sinedtss system, recognising that
housing market outcomes represent the resolutiomaoket forces affecting supply
and demand. Some of the variables may be usednbioation to represent
contextual scenarios, particularly in relation ¢@®omic growth and the labour
market. Some are particularly useful as policy tsga simulations, for example the
amount of land released through planning for neushg, the amount of new social
housing constructed and the share of brownfield.lan

2.2 Adapting and Utilising the Panel Model

The Bramley-Leishman panel-based econometric madehtroduced above, is
capable of producing simulated forecasts of hous#ihg, house prices, vacancies
and certain demographic numbers, conditional onrpiey scenarios for land release
and social housing output, at subregional level @strict, nonmet county). This
economic model can be shown to be broadly consistigih the Reading University
‘Affordability’ model developed by Geoff Meen andllieagues and used by CLG and
NHPAU to assess affordability implications of plamnstrategies (see Meen et al
2005, NHPAU 2007a & b).

Adjustments and Improvements

A number of adjustments and improvements to theahloave been made in adapting
for use in this study for BNG. Some of these areanand detailed matters, but
others are much more significant. Among the forheere been certain corrections to
data in respect of missing values for one metidtstdjustments for discontinuities
in the unemployment and migration series, and gb.f¥vVhen developing the longer
period simulation version of the model for thisdstuit was found to be necessary to
re-estimate some of the regressions to incorpaeatain variables in slightly
different form (e.g. using the log of house prisesurrounding areas), to avoid
problems of extreme values causing instability dlaerlonger period. Another
technical modification was to allow the variable¢mig’ to vary in response to
income changes; this variable measures socio-ederstracture and is quite
significant for its effect on house prices as vasllout-migration turnover. It was felt
that this was necessary to capture more fully ffexzs of income change on house
prices, because part of the basis of income grasmtipskilling of the working
population.

In most instances the forecasting equations usghtgederived from econometric
estimation on past data. This has been modifiehenor two instances — for example,

2 The value of the variable for the previous yeararlier years, to reflect time delays in market
adjustments.



we have discounted an apparent positive relatipriséiween vacancies and output.
More importantly, we have introduced some imposatiback effects from the
overall household-dwelling balance, as describdéovbelrhe migration equations
remain less satisfactory in some respects, deagpémpts to test variant formulations.
However, an improvement now incorporated is thatlfmted migration (for ‘core’

age group 30-44) is now ‘controlled’ to a mixtufer@gional and national rates
(internal migration is effectively virtually fixedt national level). This treatment
allows some interregional shift of population t@ac Another detailed change is
that, in the latest simulation, we have incorpataeegression-based model for social
sector net relets, so that this variable also besoendogenous’ within the system
and we can report changes and differences in sreésautcome from the system.

Household Growth

Following discussion with BNG representatives, #swlecided to try to incorporate
within the simulation a more systematic treatmédrhe evolution of household and
dwelling numbers over time, including the effectglemolitions and possible
changes in household and population numbers ironsgpto market conditions.
Demolitions data derived from the recent JRF str@yincorporated to provide base
period (2000-2004) numbers. Future demolition nuisilbee rolled forward on the
basis of continuance of these rates plus additideadolitions relating to any
emerging ‘excess’ of dwelling stock over househdalfisiore than 4%, using a user-
controlled parameter (which can be varied for tiNgGBstudy area).

New household formation is estimated for a baseg@ersing the demographically-
based method employed in the author’s well-knoviordébility-based needs model.
However, a separate exercise using British HouseRahel Survey (BHPS)
longitudinal panel data is drawn on to derive ameste of the sensitivity of gross
household formation to changes in the local house po income ratio — an elasticity
of about -0.3 emerges from this analysis and ik mio the simulation. This implies
that affordability has some impact on householdftion, but that the relationship is
not very sensitive. This value is broadly consisteith some earlier research findings
(as reviewed in Bramley et al 2006, Annex D).slassumed that household
dissolutions are invariant with market conditioAsusehold numbers are also
adjusted to take account of changes in migration.

Migration

The panel migration model predicts gross inflowd aantflows as percentage rates for
the core age group of adults aged 30-44, refetangternal (within-UK) migration.
However, total migration will include all age graugnd international migrants as
well. The net flow of total migration is taken &nown’ for a run of years up to
2005/06 from ONS estimates at LA le¥/é\ base period adjustment factor is
incorporated to account for the difference betwaémmigration’ and ‘core age
migration’ as generated by the model. Changes gration from base period levels
as generated by the model are then incorporateldanges in population and
household numbers from the baseline numbers defigadthe official household
projections.The model therefore does takes account of the demaghic

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

Feedback Mechanisms

A key decision was then made, following discussigth BNG and consideration of
the issues in the light of other modelling workdisas the Reading model), to impose
certain feedback mechanisms into the simulationehdthese represent a deviation
from, or modification of, the basic regression-laapeedictor models for house prices,
migration and vacancies. The motivation here ddal in a transparent and logically
reasonable way with the situation revealed by tmeilation model when run over
longer periods, namely that in certain areas arpssively larger discrepancy tends to
build up between household and dwelling numbergolimdon and the south,
household numbers from the official projection alread faster than new housing
supply, even after factoring in the increased spgpphounced in the recent Green
Paper. In some other areas, including northernrugao@as, there is a tendency for
dwelling numbers to run ahead of household numisenst feedback mechanisms

are imposed in this way, all driven by the balabewveen dwellings and households,
which may be termed ‘total vacancies’ but whicloatgorporates sharing (negative
total vacancies can be enabled by sharing).

As the balance between dwellings and householdesaway from a central
value (2.5% ‘vacancies’), house prices are raisddveered by a factor
proportionate to the deviation, using a factor @f @hange in house prices for
1% point deviation in vacancy rate.

As the balance moves away from this central vahigration is also adjusted,
using factors of +0.2% for in-migration and —0.266 dut-migration for a 1%
positive deviation in ‘vacancies’ (migration beimgeasured in ‘percentage of
total household’ units). This assumes that migratesponds to quantity
differences in the supply of dwelling units relatito household numbers, over
and above the effects of market variables as etaria the regression
equations.

As total ‘vacancies’ deviate from lagged privateteevacancy rates, the latter
adjust by a factor of 0.3

As already described, demolitions are also assumauttrease by a factor
relating to the deviation of total ‘vacancies’ abai®bo, the normal factor being
0.2

In addition to these four imposed adjustment fagtire modelled gross household
formation rate also provides an indirect meansefifihg to bring the numbers into
balance. If households tend to exceed dwelling rerslprices are raised by the
direct feedback mechanism (first bullet above), #mslthen reduces new household
formation via the elasticity independently estindai®m BHPS.
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The effect of these adjustment mechanisms is thdie¢ system generates forecasts
in which household and dwelling numbers do not gebo far out of kilter. One
significant consequence, however, is that househalimbers are now forecast to
deviate from the official household projection.In our baseline scenario forecasts
we estimate that by 2016 actual household numbdengland will be about 270,000
less than in the official projections. This shdttigless than in earlier model runs due
to the incorporation of more positive internatiomagration figures. It is arguably a
quite reasonable prediction that household formatiay fall short, given the overall
housing supply scenario. We will not be buildingegh houses for all of these
households, and it is unlikely that they will aticeup sharing. Intuitively, this
discrepancy can be explained by saying that thedtmld projections are trend based
and utilise information from the period of the 19%hd very early 2000s, when
demand was less strong and prices more moderatesesio incomes. We are now in
a period with greater demand, from both economéicdamographic forces, and the
system is under more strain. However, this stimuch greater in London and the
south than in the north. The effects of this danmmeof household formation are
considerably offset, however, by the higher lefehternational in-migration.

Planning Policy Assumptions

For the baseline scenario, we have tried to takewat of the latest planning policies
for new housing supply across the country as a eyhvahile reflecting the changes at
regional level represented by the previous RPGnamick recent RSS numbers.
However, it should be emphasized that the moded doéjust plug in numbers of
dwellings and assume that these will be built;egth feeds new land into the system
(new planning permissions), and these together tvéhexisting and modelled stock
of outstanding permissions, interacting with thekatavariables, generates the actual
levels of private building. New social units areéatenined more directly, but this is
set up now so that these vary with the parametarerging land release (bearing in
mind that s.106 is increasingly the norm for deiivg social housing). Because of
this indirect mechanism, we cannot easily genexadetly the numbers prescribed in
RSS, although for the North East region we try tikenthe scenario reasonably
consistent. Nationally, we are generating a scenanvhich new build (private and
social) rises to around 240-250,000 by 2016. Howeve expect the increased
releases to be more concentrated in the southgione with much less increase in
the north, and an intermediate level in the midatidshould also be mentioned

that the model generates predictions for each yedrom 2000, even though for

the first few years we have data on actual numberd.he predicted and actual

may deviate, in particular years and areas, but thg are broadly consistent.

Presentation of Outputs

The main output tables are set up to show the kégome variable values for the
particular authorities of interest for BNG, i.e.t€shead and Newcastle separately,
rest of Tyne and Wear, and rest of North East,thad the other GO Regions for
comparison. In the charts we do not show all of¢hether regions, except one (the
North West) for comparison. The model can of cosgis@wv outputs for areas grouped
in other ways —for example, rural vs. urban areisinvbroad regions. The model
calculates values annually in sequence, but we reqlgrt those for selected years
(2000, 2002, 2004, 2006, 2008, 2011, 2013, 201630

12



2.3 Scenarios
Baseline Scenario

We report in Chapter 3 results from the latestivarsf the baseline scenario,
drawing out particular features of interest anasiitating the kinds of outputs
produced.

In addition to the supply assumptions relating 85Rand Green Paper as already
discussed, certain other core assumptions araedtbelow. These reflect the
Experian (2005) Report on the prospects for the cay-region (Economic Potential
of the Regional Centre and Housing Market Implmag).

National GDP growth is assumed to follow fluctugtinajectory as shown in
the CEBR (2004) Report (Centre for Economic andiiass Research
Scenarios for a Prosperous North EaReport to N E Regional Assembly,
April 2004, page 43).

the North East region is assumed to have a low@rauic growth rate than
average, by a factor of —0.6% pa in terms of realkhold income, but
NewcastleGateshead is assumed to do rather dedtette region at -0.3% pa

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

for other regions, relative income and employmeatvgh is based on actual
averages over the period 1993-2004, separatelyrban and rural areas
within four broad regions

interest rates are assumed to rise slightly, thenlse

population grows at the actual rate experienced ZWD4, but then modified
by any deviations in migration from the base period

a factor for ‘Buy to Let’ investment is includedased (up to 2004) on national
volumes of mortgage lending for BTL distributeddtlg pro rata to 2001
private renting; this factor, which affects housiegs and vacancies, is
assumed to continue growing in the future (by 2584r @004 value to 2008,
40% to 2011, and 65% by 2016).

It should be noted that this baseline forecast makeallowance for significant or
lasting impacts from the current financial marketioil and ‘credit crunch’
conditions on the general housing market, nor figr gpecific impacts on
NewcastleGateshead of the particular difficult@sifig Northern Rock. It may be
argued that impacts of the former situation maydbatively short-lived, hastening a
possible market correction in 2008 but not necdgdzaving much impact in the

13



longer term. The Northern Rock issue might be seelpeing reflected in a lower
economic scenario for the regfoms discussed in Chapter 4 (see below).

Variant Scenarios

The main interest of the simulation model is to pane the baseline with specified
variant scenarios. In this study we have run tete 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 tbeiNEast region as a
whole (and differentially to NewcastleGatesheattase’ city areas).

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

‘Policy off’ versus ‘policy on’/'high intervention’ within the two BNG
authorities; this simulation varies amounts of lagl@éase, new social housing,
demolition rates and in addition the applicatioradet of specified
improvements to local environmental and housingld@mns assumed to
result from the higher level of Pathfinder intertien

* The problems of Northern Rock reflect financiatdit conditions which will affect mortgage lending
generally across the country as a whole, but aggamnisation with a concentration of employment in
the North East there might be a regional economjzaict.
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3. BASELINE MARKET AREA FORECAST
3.1 New Build Output

Table 1 shows output numbers for gragsv private and social completions for
selected years for the two BNG authorities, compai@eas and England. It should
be emphasized that these are modelled (even faathe years), and also that net
dwelling change figures would be much less becatidgemolitions (which are
especially significant in Newcastle). The Englaotils rise to the target level by
2016 and continue rising slowly after that. Desfite relatively modest planning
increases incorporated for these northern are§sybis forecast to rise substantially
over this period, more so in BNG than in RoTW orNRD The numbers are intended
to approximate to RSS numbers for 2016, althougl tfo not precisely match at LA
level.

Table 1: New build output numbers (grosgrivate and social) 2000-2018

Nth
Year GatesheadNewcastle RoTW  RoONE 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

New Private Housebuilding Output Rate 2000-2018
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Figure 1 shows the trajectories of private completiexpressed as a percentage rate
on resident households. Both Gateshead and maieybarly Newcastle rise more
than England or ROTW/RONE, although the latterltafo a little later on. These
North East areas generally appear to grow moretti@horth West.
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3.2 House Prices

Table 2a-b and Figure 2 shows the forecast trajgéto house prices, for the most
common house type in the underlying Nationwide ,data discounting general
inflation since 2004. What this shows is a steepard movement in real house
prices, in all areas, most of which has alreadypkapd but which is forecast to
continue at a more moderate rate in most areascaitlg prices rise much more and
to a significantly higher level than Gateshead BRr'w, which are similar. RONE
also rises quite a bit but less than Newcastle.nidrthern areas show a pause
between 2006 and 2008, with resumption of modenateases after thatigure 2
suggests a widening of the differential between Neastle/Gateshead/RoTW and
England over the period as a whole.
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Table 2a: House prices in redgerms 2000-2018
(Nationwide ‘Type 3’ house, @ 2004 general pricesle

Real HOUSE PRICES Real @2000 price levels

Year Gatesheadewcasti®oTW RoNE  Nth West England
2000 54,57. 61,920 56,165 56,425 62,787 81,400
2002 66,01( 78,305 66,688 70,547 77,681 102,894
2004 82,54 104,281 82,623 91,538 100,955 137,094
2006 74,46. 94,947 79,168 86,166 97,008 155,403
2008 79,35¢ 102,970 84,168 95,441 106,241 164,302
2011 90,36¢ 120,148 94,740 109,346 124,353 187,300
2013 90,057 122,046 93,899 111,097 131,145 197,251
2016 92,35« 126,541 95,412 113,823 137,756 208,598
2018 95,40! 131,221 97,292 115,816 143,164 219,505

Note: ‘type 3’ is most common type, defined as ieB8rooms, not detached or

bungalow, with central heating.

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

Nth
Year Gateshead Newcastle RoTW RoNE  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
Real House Price Simulation 2000-2018
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Table 2b shows the equivalent prices in nominaln@yp terms. This shows an
apparent picture of greater increases due to ioflat.ater we comment further on
different price measures for BNG areas.

3.3  Affordability

Affordability has come to the top of the policy aga recently, and is given a new
importance in the planning system following the kgasrReports, the recent Green
Paper and preceding policy announcements, andsthblishment of the NHPAU.
The most commonly used and simple measures are lpolge to income ratios;
however, these vary according to how the numegratdrdenominator are defined.
More sophisticated measures take account of magtgaryice costs (interest rates),
household size, etc.

Table 3: MeanHouse Price to Household Income Ratios 2000-2018

YearGateshead Newcastle RoTW  RONE Nth West England

2000 3.18 3.38 3.13 2.92 3.14 3.51
2002 3.75 4.17 3.64 361 3.78 4.30
2004 4.56 5.40 438 4.56 4.79 5.55
2006 4.02 4.80 412 4.21 4.46 6.01
2008 4.16 5.06 428 4.56 4.71 6.14
2011 4.51 5.61 462 5.02 5.20 6.60
2013 4.41 5.60 453 5.04 5.35 6.78
2016 4.38 5.62 449 5.04 5.38 6.86
2018 4.39 5.66 447 5.01 5.38 6.95
Figure 3

House Price: Income Ratio 2000-2018
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The national picture is of these ratios rising ghgérom 2000 to 2004, and then more
slowly since then. The prospect is forecast to berdinued moderate rise, slowing
around 2016 as more supply kicks in. This is cdestswith at least some runs of the
Reading model undertaken by NHPAU (2007a & b). ¢%aiin the north are generally
lower than the south and especially London (10052006, 13.24 in 2016). So far as
BNG is concerned, Newcastle’s ratio rose signifiganigher than Gateshead’s by
2004, and is forecast to remain higher to the drideoperiod. Newcastle’s ratio is
similar to the England average in 2004 but is faseto fall below that again, tracking
fairly close to the North West. Gateshead stdotsya ROTW but moves slightly
lower, and lower than RONE after 2006. Newcasthher value reflects its lower
incomes compared with England, despite its lowregr

The ratio used in this model is of the mean NB$ét’ price to the mean gross
household income. Other analysts and the Governuosentatios defined in different
ways. For example, the Government and the NHPAgY tefthe ratio of Lower
Quatrtile Price to Lower Quartile of Full Time Eangs. In 2007 this ratio stood at
5.30 in the North East and 7.10 for England, arnsl éxpected to rise to 5.7 and 7.9
by 2016 on current plans. The comparable ratimsimmodel are 4.3 and 6.01 in
2006 and 4.82 and 6.86 in 2016. This shows thabtlier quartile ratio tends to be
higher than the mean ratio used in this model. &tent of the difference varies
between regions and probably over time.

3.4  Migration and Households

Figure 4
Net Migration Rate (All) 2004-2018
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The migration data underpinning the model and thg migration is treated have
been significantly improved from earlier versioakhough this remains an area of
some uncertainty. Figure 4 shows the net migratd® now calculated for all age
groups and including international migration. Thygafes for 2004-06 reflect actual
data for that period. The picture looks slightlynficsed, owing to some volatility at
individual zone level, but the main features camltavn out. For England as a whole
net migration was at a high level in 2004-05 follogvEU enlargement and in the

19



central forecast this is assumed to drop back & b&vels characteristic of the early
2000s (themselves well above historic levels). Nestle reflects the high national
picture up to 2008 but then falls back to settla atore neutral position in the later
years (still better than its historical record)t€head rises sharply to 2008, then falls
back to a more moderate positive rate thered®eth authorities clearly

outperform ROTW, while falling rather short of matc hing RONE.

Table 4 compares the model forecasts of core &yd4BUK migration rates with the
associated all migration (all ages plus internatipras discussed above. For
Gateshead, core age rates are lower than all nagriait 2004, higher in 2006, and
then similar thereafter. For Newcastle and RoTW\ @ge rates are always lower than
all migrant rates, and they are usually negatiee. FFONE, the relationship is the

other way around, with larger positive figures ¢ore age and smaller figures for all
migrants.This confirms that for most of the conurbation (exept to some extent
Gateshead), there is a net loss of core age migrargnd a net gain of
young/old/international migrants.

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

Year GatesheaNewcastle 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 differencpsses are going on. The core
cities continue to lose core age population tostimeounding region, and to some
extent to the south. They gain young householdssarakents. And they have gained
recently from the enhanced international migratespecially A8 migration. All of
these points apply more strongly to Newcastle thaBateshead.

It is particularly interesting to look at the foest household numbers and compare
them with the official projections, which we can aloseveral dates as in Table 5. For
England as a whole, our model suggests that holgsghmwth will fall slightly short

of the official projection by 70,000 in 2006 andd2J00 in 2016. The reasons for this,
to do with housing supply limitations, and how tispartially offset by international
migration, were discussed earlier.
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Table 5: Household Numbers Comparing Official Prajion and Model Forecast
at three dates

Period Household Numbers
GatesheadNewcastleRoOTW RoNE Nth West England Difference
Base2000 84,614 111,926 267,586 597,483 2,799,596343,722

Proj2006 86,000 115,000 277,000 629,000 2,935,020,489,000
Fcst2006 85,663 114,627 273,773 629,338 2,917,68I/,420,565 -68,435

Proj2016 89,000 120,000 295,000 665,000 3,177,098,698,000
Fcst2016 90,738 121,921 286,659 663,282 3,111,922429,441 -268,559

For Gateshead, it appears that forecast househmldigwill be close to or slightly
above the projected numbers, with a growth of 6 ®@3€r 16 years. For Newcastle, it
is now forecast that household growth will be akl)y000, which again is just
slightly more than the projection. Without the neiceurge of international migration,
Newcastle would have fallen short of projection tens. There is forecast to be
some shortfall in household growth relative to potipn for RoTW and to a marginal
extent for RONE, with a similar situation in the iloWest.

3.5 Vacancies and Demolitions

For demolitions we take estimates of actual demakt up to 2005 and model future
demolitions from this basis, but with additionahmoers forecast where ‘total
vacancies’ exceed 4%. The results are shown ineT@abThere is expected to be a
general increase in demolitions across the couaspecially after 2011, but
demolition numbers tend to be greater in the nonthegions. The base level rate for
Newcastle has been adjusted downwards to makeuthbers there more consistent
with local data. Numbers remain quite high in Nestisaand this is expected to
continue — in the early part of the period, Neweasas low net dwelling change, due
to demolitions. For Gateshead numbers are loweflaotiate somewhat. For RoOTW
and RoNE there is expected to be some increasemoldions.

Table 6: Actual and Modelled Demolitions (all tenes)

North
Year GatesheablewcastleRoTW RoNE West England
2004 176 332 681 105¢ 4131 17871
2006 272 495 685 127/ 5120 20543
2008 216 349 688 1066 4422 19535
2011 180 338 695 1077 4252 19393
2013 182 341 702 108¢ 4543 21651
2016 186 346 724  110¢ 4605 23710
2018 188 349 745 115¢ 4614 24640

Table 7 and Figure 5 show forecast private se@oancy rates over the period.
Whereas for England there is a gentle fall follovegdh gentle rise, in our study area
there is more fluctuation at a generally higheeleVacancies rise to 2006, fall to
2011, rise a bit to 2013, then fall again thereaftecreased vacancies can be driven
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by increased supply as well as other factdmwycastle has a higher vacancy rate
than Gateshead through most of the period althougthe gap does close by the
end. RoTW and RoNE may see some increase in vacaimiesds the end of the
period although their levels are below that of Nastte and Gateshead.

Vacancies are an important target indicator for HR#Rhfinders. These baseline
forecasts provide some basis for cautious optintistralso remind us that vacancies
cannot be assumed to move in the right directicadlinircumstances and will reflect
market influences.

Table 7: Private Sector Vacancy Rates 2000-2018.

Year GatesheadewcastleRoTW RoONE  Nth WedEnglanc
2000 2.66 4.63 3.32 3.38 3.67 321
2002 3.08 4.33 3.53 3.30 381 331
2004 3.29 4.42 3.86 3.27 3.98 3.50
2006 4.36 5.16 3.64 3.81 419 3.06
2008 4.20 4.65 3.24 3.23 3.71 284
2011 3.61 3.97 2.72 2.57 3.04 261
2013 4.43 4.61 3.22 294 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
Private Vacancy Rate 2000-2018
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Relet rates in the social sector are a relatea¢a&tdr of low demand. As mentioned
earlier, the model now includes a predictive fumttior net relets, and the forecast
results from this are shown in Figure 6. Therenigngtial drop forecast, from
currently high rates, in Newcastle and RoTW, bterahat a fairly stable pattern,
albeit at a higher level than in England.
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Figure 6
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4. REGIONAL AND MARKET AREA SCENARIOS
4.1 Economic Scenarios

We have tested the variant economic scenarios aatpéth a central forecast. The
parameters of these are a matter of judgemenhlzub&s been informed by
consideration of the various economic scenariosudised and modelled by
consultants on behalf of OneNE and BNG. The higleenario can be related to the
‘silver/ bronze’ scenarios developed for OneNEhwite additional allowance for
more favourable performance of the core city. m@e terms, the higher scenario
assumes growth of incomes 0.4% pa higher thanibader the region, and 0.8%
higher for NewcastleGateshead from 2005 onwards.|l@ler scenario corresponds
to the ‘Slowdown’ discussed in the 2005 report, assumes growth of incomes 1.1%
pa lower than national, for both region and cotee €orresponding job growth rates
are 0.3% pa positive (region)/1.0% (core) and —Op32hegative respectively. There
is a corresponding effect at one-third of this loe tnemployment rate.

Table 8 shows a comparison of the results in texhasrange of key outcome
measures for Newcastle and Gateshead specifiealiiree dates.

The higher growth scenario would push up house pri&s by 8.2-8.5% in 2011 and
13.4-13.9% in 2016. The differences between Neweasid Gateshead in these
percentage changes are slight. That would be 1dfa relative increase in incomes
cumulated over the 12 years, compared with thelipasd his suggests a roughly
one-for-one relationship between income and pr@nges. The lower growth
scenario is not an exact mirror image, and theltiaguchanges in prices (7.5-7.9%
by 2016) are less. Even under this low growth ¢&lown’) scenario prices are still
forecast to rise slightly in real terms, but notebipt.

Because these scenarios are driven by differgettmies for income, these price
changes do not map directly onto affordability.c&ese price and income changes
are of a similar order of magnitude, affordabitityes 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 athe end of the period The
general view economists have of the British housiragket is that prices are quite
responsive to incomes, and consequently that ecerigood times’ may go with
worse affordability. However, in our model theskeefs are almost neutral.

The effects of economic growth variations on ougnd net dwelling growth are
generally positive in our model. There are dirdfgas on new build output, effects
via house prices, and indirect effects via vacaideamolitions. The higher growth
scenario would raise net dwelling growth by 6-7%siateshead and 10-14% in
Newcastle. There would be a similar order of negagiffect under the low growth
scenario.

According to this simulatiorthe effects of higher growth on net migration woud
be relatively slight, but very slightly positive bythe end of the period There are
several reasons for this finding. Firstly, interaaal migration is treated as fixed in
this scenario, whereas in reality it is probablytipdy responsive to economic
conditions. Secondly, internal migration is coriegdlagainst a mix of national and
regional net averages. Thirdly, not all of the tielaships estimated in the
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econometric equations for in and out migrationexactly in line with expectations,
and indeed some earlier research (ODPM 2002 ‘MigMadly) has found that
economic improvement in northern urban areas coglgase out-migration as much
as in-migration.

This helps in turn to explain the next finding asliywvhich is thathe number of
households would be almost invariant to the economigrowth scenario.The lack

of a net migration effect is one reason for thise Dther reason is that, because house
prices move close to in step with income, housefaitation change is also
neutralised.

It appears thatousing vacancies would rise slightly under a favaable economic
scenario, and vice versaPrivate vacancies would be 7-9% higher by 2016 (i
higher by 0.29-0.38% points) under the high grosdénario, with a rather smaller
negative effect under the low growth scenario. Thibe logical corollary of supply
increasing in response to higher demand withowtreesponding increase in
household numbers. This “vacancies” effect maydsnas perverse or unhelpful
from the market renewal viewpoint, where a majon & to reduce vacancies. But
taking a broader view of the housing market, vassimay also increase as a
corollary of ‘affluence’ and ‘plenty’ — more choiedlowing households to filter up
the market and, as a corollary, dwellings to filewn. This issue arises also in
relation to the supply scenarios.

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

versus Baseline

Economic Growth Scenarios
RealHouse Price

Area Year Baseline High Econ Low Econ
Growth % diff Growth % diff
Gateshead 2006 74461 77018 3.472453 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 13.9116492 -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 451 4.52 03 451 0.0
2016 4.38 4.36 -0.4 445 1.7
Newcastle 2006 4.80 4.86 1.4 474 -1.3
2011 5.61 5.65 06 561 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 -1.7
2016 587 671 14.2 528 -10.1

Economic Growth Scenarios
Net Migration Rate

Area Year Baseline
Growth
Gateshead 2006 -0.04 -0.04
2011 0.24 0.22
2016 0.25 0.26
Newcastle 2006 0.16 0.16
2011 0.11 0.11
2016 0.01 0.05

High Econ Diff rate
% hhd Growth

0.00 -0.04
-0.02 0.26
0.01 0.24

0.00 0.16
0.00 0.11
0.04 -0.01

Low EDiff rate

% hhd
0.00
0.03
-0.01

0.00
0.00
-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 0.084,614 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 0.011,926 0.0
2006 114,627 114,562 -0.1114,691 0.1
2016 121,921 121,863 0.0121,961 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 32 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 -28 8.14 2.3
2016 8.48 8.31 -20 857 11
Newcastle 2004 9.08 8.98 1.2 9.19 1.2
2011 7.52 7.34 -23 7.65 1.8
2016 7.65 7.53 16 7.72 1.0

4.2  Supply Scenarios

The scenarios tested here entail increasing orcnegihe land released (flow of new
planning permissions), relative to baseline numb@iss time the change is primarily
concentrated in Gateshead and Newcastle. The seefaators applied are intended to
reflect the Growth Point proposal and are interidecise net additions by about 33%
relative to RSS in NewcastleGateshead, 20% in Nbytleside and a similar amount
in Tees Valley. The reduction is 60% (i.e. 0.4 times the initiadel) in the urban
conurbations of the North East.

It is a general property of this model, and propdbeé real world which it represents,
thatyou do not get a one-for-one response of output tand release, and also that

® These assumptions are broad brush and refleatralerstanding 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 @ermissions increaseslable

9 suggests that this apparently quite large iner@apermissions (roughly 2-3 times
as many) only increases output by 25-30% in 2018, met additions rising by 30-
40%. The differential impact between different aresay reflect differences in the
existing stock of permissions, price levels ancepftactors. The changes in net stock
additions are slightly more substantial in percgetgerms, in the range 30-40%
increases. The 60% reduction in flow of new permarss produces a reduction in
output of 4-14%, or 12-25% in terms of net addision

The house price effects are relatively modest,irnfyjom -6% to —8.6% for higher
supply (with a larger effect in 2011) and +2.4%82% for lower supply. These
modest price effects from quite large supply changare consistent with other
evidence from earlier versions of this model aminfithe Reading model. In round
term, the price effects are about one quarter &fifth of the supply changes. They
can be accounted for in theory by various constamrs, particularly the low share of
new build in total sales transactions and its Vewyscale compared with the overall
housing stock; and also by the fact that the effszik out into adjacent geographical
areas to some extent. So, for example, in the laigth scenario prices would also fall
by 3% in RONE, even though few extra houses woeldilt there (except in some
in Darlington).

The impact on affordability (HPIR) would be exactlythe same as the price
effects, i.e. 6% to 8.6% better (less) for the higdr 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 aredgafsupply increase scenario were
applied across a wider region.

This scenario would appear to have rather more e¢tnga net migration than the
economic scenarios considered previoushe high supply option could raise net
in-migration by 0.18% to 0.33% points (% of total population) pear, while the
low supply scenario would reduce net migration ®@p8% to -0.14% points. While
these numbers look small, they can be enough tbashauthority between positive
and negative net migration, as in the case of Nsthzarl his would then be reflected
by a tangible difference in household growth nuraligr 2016, with an extra 2000
(c.2%) households in each authority from the higipsy scenario, or a reduction of
about half this magnitude under the low supply adgen These numbers should,
however, be qualified by the observation that thicome depends on the imposed
feedback effect from the household dwelling balaoamigration — we do not have
econometric evidence for the size of this effegtit snust remain an element of
uncertainty.

Increased supply would increase vacanciefor the private sector we estimate that
the impact would be an increase of +16% to +25% (®0.9% points) in the high
supply scenario, or reductions of -7% to -10% (@d6.35 % points) in the low
supply case. This effect is a logical and moreess linevitable consequence of
increasing supply into the market — there is ncom@mpletely elastic supply of new
households to fill up the voids. The positive sid¢his is that people are having more
housing choice, and some of the least good howtowk 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 sociatserelet rates. The changes are in the
range of 4-8% for the increase and about halfftrishe decrease. Increased supply
makes for slightly higher turnover, and vice versa.

Table 9: Effects of Higher or Lower Land Release @utput and Prices

Real House Price

Area Year Baseline High Low
Supply % dift  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 % dift  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 24
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 % dift  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 hh¢  Supply % of hhe
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
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Table 9 contd.

Area

Gateshead

Newcastle

Area

Gateshead

Newcastle

Area

Gateshead

Newcastle

Area

Gateshead

Newcastle

Household Number

Year

2000
2006
2016

2000
2006
2016

Baseline

84,61
85,66:
90,73¢

111,92t
114,62
121,92:

High

Supply % dift

84,614
85,663
92,626

111,926
114,627
124,166

Private Vacancies

Year

2006
2011
2016

2006
2011
2016

Net Social Rental Relets

Year

2004
2011
2016

2004
2011
2016

Baselint

4.3¢
3.61
4.1(

5.1¢
3.91
4.1(

Baselin

8.8¢
7.9¢
8.4¢

9.0¢
7.52
7.65

High

0.0
0.0
2.1

0.0
0.0
1.8

Supply % difi

4.36
451
4.81

5.16

4.65
4.76

High

0.0
24.9
17.4

0.0
17.2
16.2

Supply % difi

8.88
8.60
8.82

9.08
8.01
8.01

0.0
8.1
4.0

0.0
6.6
4.7

Low
Supply
84,614
85,663
89,926

111,926
114,627
120,512

Low
Supply
4.36
3.26
3.82

5.16
3.62
3.75

Low
Supply
8.88
7.64
8.25

9.08
7.33
7.48

New Private Build Rate % of Households

Year

2004
2011
2016

2004
2011
2016

Baselint

0.5¢
0.5¢
0.6z

0.47
0.6¢
0.67

High

Supply % dif

0.55
0.82
0.82

0.47
0.84
0.85

0.0
49.4
31.5

0.0
22.5
25.7

Low
Supply
0.55
0.64
0.60

0.47
0.59
0.58

% dif
0.0
0.0
-0.9

0.0
0.0
-1.2

% dift
0.0
-9.8
-6.9

0.0
-8.7
-8.7

% dift
0.0
-4.0
-2.7

0.0
2.4
2.1

% dif
0.0
16.9
-3.9

0.0
-13.2
-14.3
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4.3  Higher and Lower Intervention Levels in BNG

We discussed with BNG officials the possibilityrabdelling more comprehensive
scenarios picking up the effects of a packagetefwentions by the Pathfinder and its
partners, and perhaps comparing this with a ‘padifyscenario where relatively

little was being spent on housing improvement, déiao, land remediation and so
forth. To implement this idea we have incorporatkdnges in a number of measures
of environmental, housing and social conditionthemtwo BNG authorities
specifically, alongside fairly high levels of newild, social housing provision and
demolitions. Taken together this reflects the ‘higfiervention’ scenario.

The changes in the environmental and housing guaitables are matters of
judgement, about the amount of improvement whialiccbe achieved progressively
over a ten year period. The package includes tlheximg assumptions (with the low
intervention variant shown in parentheses).

50% increase in land release flow relative to R&8&ted baseline, in BNG
only (50% reduction in land release)

30% more new social housing than in baseline thaliexisting rate of
provision)

more demolitions in BNG when total vacancies exc&adno demolition
response to vacancies)

raise share of brownfield land for housing from £98678% in Gateshead (no
change)

reduce indicator of public sector stock conditignhialf, bringing it close to
the national average (no change)

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

halve proportion of housing stock with no centraating from ¢.10% to ¢.5%
(no change)

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

reduce vacant and derelict land by about one-{imictease by one-third)

As noted, these changes are progressively phasmeirnl0 years to 2016 although
the HMR programme is expected to run until 20181 effects on a number of
variables, compared with the baseline, are showrabies 9-12. It should be
remembered that the effects of different changésarabove list will not all be in the
same direction. For example, more new housing sugpmd more social rented

®49% is the value for Gateshead in the panel datalrapresenting an average figure for the 1990s..
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housing will tend to reduce house prices, whereashbuse condition indicators
should increase them. What are shown below aredheffects.

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

RealHouse Price

Area Year Baseline High Low
Interv % dift 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 % dift  Interv % dift
Gateshead 2006 4.02 412 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 mixe@&ef§ on house prices, first
increasing them slightly, with a slight dip in 20&hd then increasing again at the
end of the period. The magnitude of the net priteceis relatively small, about 2.4-
2.7% higher in 2016. The effects on affordabilidP(R) are the same, as no income
changes are assumed in this comparison.

The relatively small net price impact of high intevention indicates that the
effects from supply and social housing tend to alnsb outweigh the

environmental and housing quality effectsFrom the viewpoint of the original
objectives of Pathfinders, that might appear caypnbeluctive, but in the light of the
more recent rise in house prices and affordalwlitycerns, this is perhaps a more
positive outcome (we go on below to report a vdraanthis scenario combining high
HMR intervention with higher supply).

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

Net Dwelling
Growth
Area Year Baseline High Low
Interv % dift 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 3394 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 hhc  Interv % of hhe
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 Numbe

Area Year Baseline High Low
Interv % dift 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 0.0111,926 0.0
2006 114,627 114,235 -0.3114,754 0.1
2016 121,921 125,015 2.5119,002 -2.4

Table 11 looks at the impact on related areas dlwelling change (allowing for
demolitions), net migration and household numbg&fier an initial dip, net

dwelling change would increase positively by quita lot, especially in Newcastle
where net additions would rise by a quarter toir@tiNet migration would also
show a definite positive movement from 2011 in bothuthorities, of the order of
0.33-0.40% of population per year (again this nefens to all migration). For
Newcastle this would be a move from a neutral positive net flow in 2016.
Consequential on these changes, household numbeid crease by the end of the
period, by 2.5% in both cases, that is about 2i@@ateshead and 3,000 in
Newcastle. These would all presumably be welconsgabaitive outcomes by BNG,
but the initial slight dip should be noticed.
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The low intervention scenario would have broadlyrariimage effects. Net dwelling
additions would fall by 20-35% in the middle antelgperiod. Net migration would
fall by 0.3-0.4% percentage points per year antl bathorities would become net
out-migration cases. Household numbers in 201ddvioe 2.3-2.4% lower (two to
three thousand each).

The sensitivity of vacancies as an issue for Padlefis has already been noted. Table
12 looks at the impact on private vacancies anthemelated indicator of social relet
rates. It is interesting to note the mixed effests/acancies, which first fall, then rise,
then fall again, relative to the baseline. Therimeise is probably related to the

initial impact of higher supply, before the demaarig and other response factors and
the environmental/housing improvements fully kioklt is encouraging that by the
end of the period the effect is an improvementyoidn), although this is not very
great. However, this is in a context (in the bamgliof generally falling vacancies. For
relet rates, the impacts of the intervention sderegpear relatively modest, although
generally in the right direction with a reductioih4e5% by 2016.

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

Private Vacancies

Area Year Baseline High Low
Interv % diff Interv % dift
Gateshead 2006 436 4.17 -4.4 4.44 1.9
2011 3.61 3.85 6.6 3.33 1.7
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 796 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 752 7.48 -0.5 7.48 -0.5
2016 765 7.25 -5.2 7.80 2.0

Interestingly, the low intervention scenario apgdarbe associated with lower
vacancies. This is primarily because of the lovelaf new supply. This scenario
would have relatively slight effects on relet rat@gh no consistent pattern.

Clearly, there is scope here for fine-tuning polmgrventions and the model may be
used to indicate which combinations would achiesst lbesults on particular criteria.
Partly to illustrate this point, and partly to littkis to the previous discussion of
supply scenarios and ‘Growth Points’, we can alsmsthe results of a scenario test
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which combines both high supply (as with the Grofi&int proposals) and the wider
environmental and quality improvements associatiéld MMR intervention. Table 13
shows the results of this combined scenario farctetl outcomes. It also shows, in
the final column for comparison, the percentageaotpf the scenario just discussed
above, high (HMR) intervention with moderately ieased supply. It is interesting to
note that there are significant differences betwertwo 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 biase
whereas under the moderate growth/high interversoe@mario prices would hardly
fall to 2011 and would be slightly higher in 20@early, with environmental
improvements in common, higher supply will loweicps somewhat. However, the
differences are not very large.

Comparing the two scenarios, the Growth Points versn 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, canga with moderate growth and
HMR intervention. Howevecity-wide vacancies would be higher in the higher
growth scenario, by about 10-15% in 2011 and 10% in 2016. Thigefpawould put
vacancies on a rising trajectory for Gateshead.

Comparing Table 13 with Table 9 provides an indozabf the effects of having the
more comprehensive qualitative improvements astatigith HMR as well as just a
guantitative increase in supply. This shows Huxted value benefits of HMR
include more stability (less of a fall) in house pces, greater household growth
(2.7-2% more households in 2016) and lower vacansie
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Table 13: Comparison of Selected Impacts of Highténvention Strategies with

Different Levels of Growth

High Intervention +Growth Point Scenario for BNG

Real House Price Growth Moderate

Area Year Baseline High
Interv
Gateshead 2006 74461 76455
2011 90364 84022
2016 92354 90275
Newcastle 2006 94947 98961
2011 120148 112341
2016 126541 124410
Net Dwelling Growth
Area Year Baseline High
Interv
Gateshead 2006 250 267
2011 552 748
2016 570 852
Newcastle 2006 50 220
2011 556 788
2016 587 907
Net Migration Rate
Area Year Baseline High
Interv
Gateshead 2006 -0.04 -0.04
2011 0.24 0.77
2016 0.25 0.80
Newcastle 2006 0.16 0.16
2011 0.11 0.60
2016 0.01 0.50
Household Numbe
Area Year Baseline High
Interv
Gateshead 2000 84614 84614
2006 85663 85569
2016 90738 94479
Newcastle 2000 111926 111926
2006 114627 114235
2016 121921 126246

Poini Growth
% difl % difi

2.7 2.7
-7.0 -1.2
-2.3 2.7
4.2 4.2
-6.5 -1.0
-1.7 2.4

Growth Moderate
Poini Growth
% difl % difi

6.6 6.6
35.4 9.0
49.6 18.9

339.4 339.4
41.7 23.8
54.4 33.4

Growth Moderate
Point Growth

Diff rate  Diff rate
% of hhc % of hh¢
0.00 0.00
0.53 0.35
0.55 0.37
0.00 0.00
0.49 0.33
0.49 0.40

Growth Moderate
Poini Growth
% difl % difi

0.0 0.0
-0.1 -0.1
4.1 2.5
0.0 0.0
-0.3 -0.3
3.5 2.5
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Table 13 contd.

Private VacanciesGrowth Moderate

Area Yea  Baseline High Poini  Growth
Interv % difl % diff

Gateshead 200¢ 436 417 -44 -4.4
2011 361 441 221 6.6

201€ 410 458 118 -2.5

Newcastle 200¢ 5.16 479 -7.3 -7.3
2011 397 459 156 4.8

201¢ 410 4.44 8.3 -1.3

Overview of intervention scenarios

Overall, the results of these tests of more complgtvention scenarios are
encouraging, both in policy terms and in termshef isefulness and insights provided
by the modelHigher levels of intervention would chiefly providebenefits in
terms of more in-migration and household growth, ageneral indication of cities
becoming more attractive and successful’here would also beodest benefits in
terms of reduced vacancies and turnoveilthough this would be less true if the
HMR intervention were combined with high total slypgas in the Growth Points
option. Theeffects on prices would be mildly positive, but th@associated penalty
in terms of affordability would be marginal. Conversely, curtailing housing and
associated environmental programmes would leadétative demographic decline
with negative net migration, while having limiteffeets on price, affordability and
turnover outcomes.
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5. WARD LEVEL MODELLING
51 Ward Level Model Framework

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

The initial ward forecasting model, was driven esisdly by data available on a
common basis for all or most wards in England. Haid lots of advantages in terms
of calibrating relationships and benchmarking issbut of course it did not make
use of the range of more tailored and up to datalldata provided by BNG partners
to the research team. The next stage of the mogéias therefore entailed
incorporating such data as appropriate. It has Imesn possible to incorporate data on
land availability and new building plans, expectietnolitions, vacancies and tenure.

The model forecasts changes forward from the nezsint base position (called
‘2005’ for short, although comprising a mixture2tf05 and 2006 data/estimates).
Changes are forecast over two periods, 2005-20d 2@85-2018. These fit with
convenient waypoints in the panel-based HMA foreaawd in the latter case with the
end point of BNG’s planning horizon.

The ward model is designed to work in tandem vhthHHMA level scenarios. A
special baseline run of the HMA model was done @l variables output for three
points in time (2006, 2011, 2018). Firstly, in cdéting some change factors,
reference is made to the changes between releeard {e.g. 2006 and 2011) for the
parent HMA area. Secondly, at the end of the m®oeertain key predicted values at
ward level (e.g. house prices, vacancies, privatesacial output) are ‘controlled’ for
consistency with the higher level forecast.

The ward forecasting model contains a number oaggus to predict changes in key
variables over the two time periods mentioned. €lae described individually in
slightly more detail below. Typically, those eqoais which represent a ‘behavioural’
relationship are based on regression models fittelhta for changes across most or
all English wards for a previous time period. Timeet period for this fitting of models
varies somewhat, in some cases being tied to teecensal period 1991-2001, in
other cases to slightly different periods (e.g.aray changes 1991-2004). For house
prices we average the coefficients estimated franddwide data for 1988-2004 and
Land Registry data for 1996-2004. The change mddelsouse prices, vacancies and
poverty rates are developments of those reportdteidRF reportransforming
Places Equations for other variables are similar to ¢hlest typically rather simpler.
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We do not discuss the rationale for inclusion atipalar variables in particular
models, to save space. Nevertheless, there isanareason for inclusion of each
variable and in most cases the direction of thectfk as expected.

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

Figure 7 provides a schematic diagram showing ¢lqe@ence of calculations and the
relationship between the ward model and the HMA&llevodel.

Figure 7: Schematic Diagram of Relationship betweetMA and Ward Level
Models

HMA LEVEL WARD LEVEL AREAS OF CHANGE
Set Parameters Set Base Values Input Policy Priorities
. > i <«
- policy/supply P | - locate pot' develpt & plans
- economic |

Predict Ward
Predict HMA l Changes '05-11/18

values for in (sequentially)

- Output - output

- House Prices - stock/demolns

- Migration - social renting

- Vacancies - house type

- Turnover - jobs, employment
- occupation

Repeat annually Control - poverty

2000-2018 P»|Values - private renting

| 2005/11/18 \ - owner occupn
- vacancies

Output Time ¢ - house prices |

Series for
HMA, Regions Check/control ¢
& England key values

- output

- vacancies

- house prices |

Map Ward Outcomes *I\‘Apportion Outcomes
to AoC

Compare benchmarks +

Tables & Charts

5.2 Forecasting different variables at ward level
We can briefly describe the way changes in padicuériables are forecast.

Private housing output regression model fitted to annual completiodR32
04 at ward level (as reportedTinansforming PlaceSable 5.6), taking
account of land with planning permission (+), hopsee (+), density (-),
social completions (+), vacancies (+) and aver#gesize (+); to reduce the
lumpiness and incompleteness of sites data, peztlictlue is averaged with
actual output over 5 years to 2005. However, inaage study area we can
now incorporate updated local data from BNG on lavailability and
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phasing of potential output correctly allocatedvirds. Overall output is
controlled to the predicted authority-wide ratesgyated in the HMA level
panel model.

Social housing outputurrently this is much cruder, being based onmaye
completions 2001-05 uprated pro rata HMA level atip target year, and
for BNG modified slightly to reflect trends in ‘Tgets and Trajectories’
model and some limited additional data on BNG plans

Demolitions as above, i.e. average demolitions estimate@d@064.-05,

uprated pro rata HMA level forecast (which takesoamt of surplus
vacancies) and adapted for BNG to reflect dataairgéts and Trajectories
model, with some additional adjustments for certagas of change based on
BNG plans.

Social stock and tenure shatgase figure plus completions less estimated
demolitions less RTB at assumed constant rate8860.

Proportion of flats & house type2001 Census share adjusted to reflect
number of new flats built from Land Registry (ptiwaand CORE (social)
1998/2000-2005; share of detached and terracecehestsnated partly from
previous 1991-2001 rate of change and partly fresidual allowing for flats;
share changes scaled pro rata years for diffeedgs. For BNG the
proportion of flats in proposed new developmentsken from the land
databases and/or other information on planned dpuent mix.

Ward level job acces$alf based on previous value for 1991-2001, balf
combination of HMA panel model composite economier®@ployment index
and ABI workplace job growth rate 1998-2003 at lefél.

Employment ratéor residents of working age: regression basedehod
calibrated on 1991-2001 change taking account oAHMdmMposites for
economy/employment (+) and social housing (+/effety -), LA workplace
job growth (+), ward job access change 91-01 @9iad renting change (-),
nonwhite population change (-), new private buiddfft) and various regional
dummies (half previous effect).

Professional/managerial occupatiaressimilar regression model taking
account of HMA relative environmental attractivesnés), HMA composites
for economy/employment (+) and social housing fetdively -), LA
workplace job growth (+), ward job access chang@®{+), social renting
change (-), nonwhite population change (+), newate building (+) and
various regional dummies (half previous effect)e Bimilarity of this model
with the previous one should be noted, apart frifferént signs on nonwhite
ethnic population and ward job access (less impofta this group)

Poverty rate changeegression model based on changes 1991-200Dbxy-pr
based poverty measure, essentially representingliMOncome poor, taking
account of: IMD low income at base year (-), HMArguosites for
economy/employment (-) and social housing (-/efiety +), ward job access
change 91-01 (-), social renting change (+), notevbopulation change (+),
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employment rate change (-), professional/managec@lp change (+), house
type changes (flats, detached, terrace, all -) BPess index (rural, -),
private output (-), social output (+/-) and varigagional dummies. We
considered using the neighbourhood vitality indimeseasure recent
changes in low income deprivation but unfortunatbl Gateshead index
does not currently permit measurement of changetove.

Private Rental Changeegression model fitted to data on change 199120
taking account of private renting at base year KHJJA composites for
economy/employment (-) and social housing (-/eféety +), IMD poverty
(+), ward job access change 91-01 (+), sociainmgrdhange (-), nonwhite
population change (+), employment rate change(efessional/managerial
occup change (+), house type changes (flats+, ldedag terrace +) IMD
access index (rural, -), household increase (€prs#homes (-), vacancies (-
), distance from nearest centre (-) and from Lon@gnnear city centre (+),
private output (-), social output (-), initial matkdisequilibrium indicators (-),
and various regional dummies. National data inéitlaat private renting has
increased and a further increase is expected. \Wadrred using local data
on tenure derived from Council Tax but this did appear to be complete or
accurate/consistent enough to use. National Blgtalata is reflected in the
HMA level model but detailed local data on BTL lmeé been obtained so
far.

Vacancy changevard regression model fitted to data on vacamanges
1991-2004, taking account of: base period vacaatey(r) and price
disequilibrium (+/-), HMA economic composite (-p\yerty change (-), social
(+) and private (+) renting change, house type gharidetached -, terrace -),
employment rate change (-), nonwhite change (¢ oy centre (+), ward
job access change (-), IMD access (rural, +), peioatput (HMA +, ward -),
social output (+), regional dummies. This model haw been amended to
incorporate a direct imposed feedback from denoolgito vacancies,
assuming that 75% of demolitions result in thedlmination of a vacancy.

House Price changeaverage effect from regression models appligd/to
periods using different data sources, taking actcotiall of the above
variables but also HMA level supply. Important fastin this model are the
HMA level economic and supply factors, initial HMsequilibrium
conditions, house type mix change (esp flats), ggvevels and changes, and
also changes in social renting and employment.ralegertheless, a wide
range of other factors are taken account of as Wellise prices are

controlled to the HMA level forecast, with appradd adjustments for
general inflation and the different house typesiugégures are reported in
nominal terms for semi-detached and terraced hgusin
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6. BASELINE WARD LEVEL FORECASTS

We first present results for the baseline scenarmch is the ward level equivalent of
the baseline higher level (HMA level) scenario. lessare presented in two forms of
table. Firstly, for each BNG and comparator areaxds are simply divided into non-
Pathfinder, part-Pathfinder and full Pathfinder e#garSecondly, wards are allocated to
the 11 areas of change to which BNG programmetaageted (for this presentation a
weighting is used to reflect the proportion of eaard’s population which is in the
BNG Commission area). We are also able to shotieabottom of these tables, the
average effect on the BNG areas of change takandmle.

This chapter also contains charts comparing sele&teas of Change with wider
areas, and maps of some of the key outcome medsurgards in Newcastle-
Gateshead.

6.1 Housebuilding Rates

Table 14a: Actual and Forecast New Private Houselling Rates by Pathfinder
Status of Wards, BNG and comparator areas, 20002 0% 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. Theséoaecast to increase substantially

in all areas. Proportionally, the increase is great Newcastle than in Gateshead. In
general, output increases in both pathfinder ahdradreas. There is a general
tendency for pathfinder areas to see a greatezaserthan non-pathfinder in BNG,

reflecting current plans.
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Table 14b: Actual and Forecast New Private Housedlding Rates by BNG Areas of
Change, 2000-2018% pa)

BNG New Priv. New Priv.  New Priv. New Priv
Areas of Change Bld 00-04 BId 05-06 BIld 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 datasrguland supply and
programming which appear much more robust and cityrallocated to wards than
the estimates used in the earlier version of thigefi. There is wide variation, with
very high levels of output forecast for Gateshead/T Centre and for Elswick
Discovery, and quite high rates in Teams. Buitésare more moderate in Byker-
Ouseburn, North Central and Deckham. Significanitlimg plans in Walker
Riverside, Scotswood, Bensham and Dunston arenalsaeflected in later years.

Figure 8 shows the rates for selected areas ofgehfam the three time periods 2000-
04, c. 2011 and ¢.2018. This shows that Gatesheatt€(including the Quayside)
has seen exceptionally high output but will fallrewhat, while still remaining quite
high. The other ‘central city’ area will increagea similar high level. Of the three
areas of change which are subject to particulanmention from BNG, Walker
Riverside will see a large spike in developmenterghs Scotswood-Benwell and
Bensham & Saltwell will see more moderate increalsethese latter cases, rates of
development in the baseline will only slightly egdenational averages. However,
high intervention scenarios would see rates iner@aghese areas. Map 1 shows rates
of private housebuilding (as a percentage of alisetolds) predicted for 2011, with
areas of change outlined in red.

" The analysis reflects sites included in the databand completions in the recent past. Where aites
to be created in future, following demolition foraenple, and these are not yet included in the
database, the analysis may understate future nadrtguin the affected wards.
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Figure 8

New Private Build Rates by Selected Areas
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6.2  Tenure Change

As nationally, over the 13 year forecast periodehs expected to be a fall in social
renting and a rise in private renting (Table 1B&tionally, the extent of these shifts
is not very great. Higher planned social outputiyeafsets the expected subdued
rate of RTB sales. Owner occupation is the diffeecbetween these figures and
100%. Nationally, this model predicts almost statiner occupation.

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

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

Area Ward Social Social Priv Rent PrivRent 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 315 26.4 6.9 11.0 1.0
Total 315 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 -04
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)2@018

BNG Social Social Priv Rent PrivRent 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 39.8 334 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 294 24.7 6.5 12.1 -0.8
Teams 46.0 36.1 45 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 30.1 125 17.5 6.8

It is a general aim of Pathfinders to increase gwageupation in intervention areas.
The Tables suggest that this will be achieved irGBNverall, but to varying extents
in different sub-areas. Table 15a suggests thaepaecupation will increase more in
Newcastle. Table 15b shows an increase of 6.8%$wirowner occupation for the
areas of change as a whole. The increase will e pronounced in areas of change
with more development and intervention, includimptSwood-Benwell, Elswick
Discovery, Gateshead Town Centre and especiallyatker Riverside (see also
Figure 9)

Figure 9
Changes in Ownership and Private Rental by Selecte
Areas
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At areas of change level there is of course conside variation. Social renting will
fall dramatically in percentage terms in a numléhe areas where it was previously
a large part of the housing stock (e.g. Scotswatglyick, Felling, Gateshead Centre,
Walker). The changes are greatest where there ss meav building (and demolition).
Private renting will increase significantly in 8NG areas, but by varying amounts. It
will account for a quarter of the stock in Elswikd Bensham & Saltwell. This may
pose neighbourhood management challenges. Perlegi®ntouraging is the
generally positive increases in owner occupatiomast areas.

Map 2 shows the change in a broader city contehe. darker blue areas are mainly
along the riverside, particularly on the north haaakd including the city centres. The
darker green areas, where owner occupation wilirteslightly, are peripheral
suburban areas, where the expected general indrepseate renting will have a
small displacement effect.

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

Table 16a-b looks at the predicted poverty rates thwe period 2002-2018.
Nationally poverty fell a lot (on our measure) et1990s. It is forecast to fall
slightly to 2005, rise slightly more to 2011, tHall by rather more up to the end of
the period.

Local changes pretty much reflect this patternatutifferent levels. The non-
pathfinder BNG areas look pretty similar to the Ré#€ngland total. The BNG
pathfinder areas have much higher poverty leveigHase fall more markedly,
especially towards the end of the period. Thisef the tenure and stock changes.
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The falls in RoTW and RoNE are more modest. Patarithe North West are
similar.

Table 16a: Poverty rates by Pathfinder Status of M& 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 115 11.0 12.3 10.2
Part 20.8 19.7 20.6 17.9
Full 23.0 221 22.6 19.6
All 11.8 11.2 12.6 10.4

Table 16b: Poverty rates by BNG Areas of Change)2@018

BNG 2002 2005 2011 2018
Areas of Change % % % %
Scotswood Benwell 215 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 33.9 275
North Felling 34.1 31.7 29.8 23.7
Deckham 225 21.2 21.3 17.7
Gateshead Town Centre 345 32.2 29.9 23.9
Bensham & Saltwell 29.1 27.7 26.9 225
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 23.5 194




For areas of change, there are big falls in theggi@reas, such as Elswick
Discovery, Walker Riverside, North Felling and Gditead Town Centre. The falls
are more moderate in less poor areas such as Nerttral. Poverty does not increase
after 2011 in any of the areas of change. Betw®&2 2nd 2018, poverty in the areas
of change as a whole would fall from 26% to 19.4%is is an encouraging finding
given that Pathfinders see part of their role asgt reduce concentrations of
poverty.

Map 3 shows the spatial pattern of poverty chaAgart from North Central, where
poverty rates are much closer to city average $g\bkeére is a pretty good fit between
areas of change and wards with larger reductiopswerty (dark green). Indeed, the
overall income of the core area along either sida@river would clearly rise. This
could have knock-on positive effects on the lefedpending on and support for local
retailing and other services, including potentiglignificant improvements in school
performancg Wards where poverty increases slightly are ongydurburban 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 Pathfisd€ables 17a-17b show actual
rates up to 2007 and forecast rates for 2011 ahé.20s noted when discussing the
higher level forecasting model, there has beem@etecy for vacancy rates to rise in
many areas, particularly up to 2005. However, thedast now shows some reduction
to 2011, with a rise again after that. This patisralso manifested in Gateshead albeit
at a higher absolute level, and at a higher levéhé pathfinder area. Actual data

8 Bramley and Karley publish an article in the Segiier 2007 special issue busing Studiesvhich
shows that the shares of poverty and home ownevglttijin school catchment populations both have
strong effects on attainment levels.
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from Gateshead up to 2007 confirm the rising tengeim Newcastle, vacancies start
at a high level but tend to come down a bit moogyverging on rates in similar areas.
However, for full pathfinder areas in Newcastleréhis forecast to be a moderately
high (c. 7.1%) vacancy rate at the end of the plefldis is similar to the position in
‘full’ pathfinder wards in the North West, althougbt quite as bad.

Table 17a: Vacancy rates by Pathfinder Status of & BNG and comparator

areas, 2002-2018

Area Ward Path 2001 2005 2007 2011 2018
Status % % % % %
Gateshead Not 2.67 3.76 3.7 3.02 3.85
Part 5.03 5.90 6.22 4.27 4.02
All 3.71 4,71 485 3.58 3.92
Newcastle Not 3.50 3.88 4.0¢ 3.64 4.02
Part 6.62 6.00 6.0 3.85 3.61
Full 11.12 8.20 8.1¢ 7.22 7.06
All 5.17 4.99 5.1¢ 3.85 3.92
Rest of Tyne WearNot 3.13 3.57 3.4i 2.70 3.20
Total 3.13 3.57 3.47 2.70 3.20
Rest of NE Not 4.15 3.71 3.6¢ 251 3.21
Total 4.15 3.71 3.6¢ 251 3.21
North West Not 3.46 3.56 3.57 2.74 3.06
Part 7.24 7.87 7.5¢ 4.26 4.15
Full 8.74 19.67 19.0( 8.91 8.96
All 4.18 4,51 4.4¢€ 3.08 3.32
Rest of England  Not 2.85 3.05 3.0C 2.51 3.10
Part 4.30 4.39 4.1C 3.41 3.54
Full 6.16 4,90 4.57 3.43 3.45
All 2.91 3.10 3.0¢4 2.54 3.11
Table 17b: Vacancy rates by BNG Areas of Change)22018
BNG 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 areasasfgeh For three areas, Elswick-
Discovery, Byker-Ouseburn, and WalkerRiverside avey rates have fallen from
previous high levels. Vacancy rates remain quibelenate in North Central, but in
most of the other areas there has been a risetupstgear (2007) reflecting wider
market changes.. This experience is not untypicBathfinder Areas, according to
Nevin and Leather (2007, p.12).

In the forthcoming period, as Table 17b, Figureabhl Map 3 show, vacancy rates
are generally expected to fall in most areas ohghaalthough they may remain quite
high in Elswick Discovery and Gateshead Town Cefdeatral areas with higher
private renting). For the areas of change as aeylhmwever, the forward forecast
picture is relatively favourable, with a reductimom 6.58% in 2007 to 4.34% in
2011, and then a further slight fall to 4.01% ii@@against a rising national rate).

Figure 10

Vacancy Rates in Selected Areas 2007-18
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Among these forecasts, the figures for Walker-Riwks look rather anomalous, with

a fall to very low levels (1-2%) forecast. Thissigonsequence of the assumed high
level of demolitions in this area. Map 3 suggelstd teductions will occur in most of

a belt running west-to-east along the river, wittreases 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 outoariable in the forecasts is
house price. Unlike with the higher level model, mgav report actual/expected
current price level and use a terraced secondhaetinlg (from the Land Registry)
as our representative pricé&our points in time are shown in Table 18a-b glaith
the percentage changes between these points. Th@iguwide values are
controlled for consistency with the higher leveldicast previously reported. It should
be noted that the 2005 values are as forecasei(littked) models, not the actually
observed values. A further point about assumptidmsh should be noted is that the
models assume continuance of recent relativelygme@conomic conditions, without
particular shocks. The effects of the recent fai@market instability and ‘credit
crunch’, including the particular implications obNhern Rock’s problems, are not
factored into this baseline forecast.

° We translate between the NBS ‘type 3’ prices tisatle HMA model and LR terraced prices using
prevailing regional ratios between these figure2d@4. It should also be noted that, for Newcastle-
Gateshead, prices reported for all sales by Horiettee similar to the terraced house average,
whereas in other parts of the country they arenafteser to the semi-detached price.
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Table 18a: House Price Level and Change by Path&n&tatus of Wards, BNG
and comparator areas, 2002-201@ erraced 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 72,683 101,520 129,891 330 428
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 3A7 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 4535 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 6844 26
Total 44,966 75,736 108,905 137,298 68 44 26
North West Not 57,719 85,117 122,203 166,927 4744 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 124,097 205,757 282,474 401,18666 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 Aged Change, 2002-2018
(Terraced house, current prices)

BNG House House House House
Areas of Change Price Price Price Price Incr  Incr nct
2001 2005 2011 2018 01-05 05-11 11-18
£ £ £ £ % % %

Scotswood Benwell 40,65¢ 72,876 111,164 145,23! 79 53 31
Elswick Discovery 61,99: 105,260 143,656 173,09: 70 36 20
North Central 65,44 90,399 129,384 168,57: 38 43 30
Byker & Ouseburn 43,80¢ 66,898 89,258 108,64: 53 33 22
Walker Riverside 47,327 65,022 88,974 110,64! 37 37 24
North Felling 40,11¢ 57,300 74,457 88,93¢ 43 30 19
Deckham 55,81¢ 75,492 101,685 125,98: 35 35 24
Gateshead Town Centre  39,45¢ 54,672 71,224 82,68: 39 30 16
Bensham & Saltwell 43,30: 78,675 103,963 125,18: 82 32 20
Dunston 44,55¢ 63,492 89,275 115,57: 42 41 29
Teams 41,64¢ 59,240 80,831 100,58! 42 36 24
Rest of Gateshead 55,95¢ 73,404 103,007 132,38: 31 40 29
Rest of Newcastle 78,827 108,771 156,546 204,93( 38 44 31
Rest of Tyne Wear 51,12¢ 74,053 99,804 122,06( 45 35 22
Rest of England 109,50: 181,115 250,248 353,75: 65 38 41
Total 108,36( 178,946 247,249 349,12¢ 65 38 41
Areas of Change 50,81« 78,486 109,333 137,03! 54 39 25
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For Gateshead and (more especially) Newcastlefipaén area prices were much
lower but increased markedly more than nationags:i especially up to 2005. In the
next period to 2011 prices increase at a lowermatmnally (37%), with further
similar amount of growth (42%) up to 2018. Newaasthd Gateshead perform
similarly to the national change to 2011 but themwgrather less to 2018. Whereas
pathfinder areas saw big relative and absoluts iis¢he recent period, in the coming
period the model suggests some modest falling maciative terms. This effect
seems to be more apparent for Newcastle.

At areas of change level, the largest increasds @p05 were in Scotswood-Benwell,
Elswick-Discovery, and Bensham & Saltwell. In thegipd to 2011, while the
increases are fairly uniform across the Areas @r@gle, Scotswood Benwell, North
Central and Rest of Newcastle are forecast toabermrgreater rises. Between 2011
and 2018, there will be price growth in all areslthough the ‘Rest of’ parts of the
authorities are expected to see slightly greatersg&cotswood-Benwell, North
Central and Dunston will see the highest rate oitin while Gateshead Town Centre
and North Felling will have a somewhat lower prigewth (Figure 11).

Figure 11

Terraced House Price Selected Areas 2005 & 18
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In 2001 terraced prices ranged from £39-40k in Sgobd-Benwell, Gateshead Town
Centre and North Felling up to £63-65k in Elswicls@very and North Central. In
2018 they will range from £83-89k in Gateshead @eahd North Felling to £168-
173k in Elswick and North Central. While the arpesg mentioned have maintained
their relative position, some have shifted, notébtptswood-Benwell. The absolute
and relative price difference between the highedtlawest priced areas of change
would be somewhat greater.

Map 5 shows the expected pattern of price changetbe period 2005-18. This
shows that, on the whole and with the exceptio8adtswood-Benwell (and North
Central), price increases will be somewhat lowantaverage in most of the Areas of
Change. The main locus of higher price growth balthe area just north of
Newcastle City Centre, near the University. Thetlsetn 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 Areahiah@e saw prices rise by
54%, compared with 37-42% for the authorities oNeBetween 2005 and 2011 the
Areas of Change will see broadly similar price sise the authorities as a whole,
around 40%. Between 2011 and 2018, the Areas ofigshwill see prices rise by
25%, similar to the overall rate for Gatesheadabiliitle below Newcastle’s 30%. The
initial surge in prices reflected (in the authoriew) a combination of (a) a national
tendency for former low demand areas to pick upm@han the later stages of the
housing market upswing, and (b) an element of dpBee investment attracted by
early publicity around HMR programmes. However, phiee changes forecast do not
suggest that most of these early gains will be d/ipeat.
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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 6.3 375 -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 -55 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 4.1 375 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 ahanthe BNG Areas of Change,
namely housing type mix. It should be emphasizatlttiis aspect of the forecast is a
relatively crude projection based on 1991-2001dsethe share of flats in recent new
build and the share of flats in proposed develograiges or plans for new build or
demolition (where known). The projections are firrfag the share of flats than for
the share of particular house types (detached seestaced).

Nationally, the share of flats is forecast to ims® only marginally (perhaps
surprisingly), while detached houses continue fa gathe expense of terraced and
semi-detached houses. For BNG Areas of Change b\t are expected to reduce
their share by 5.8% points (from 29% to 23%). Dle¢alchouses rise by a significant
amount (4.4%) from a low base. For terraces thdid®just a small net reduction in
share. Broadly these changes, entailing a netfsbift flats to houses within the
Areas of Change, are in line with BNG plans andraspns.

The picture across the Areas of Change is varialslean also be seen from Mapl.
Flats tend to fall in most of the Areas of Chamgeept Teams and Dunston. This
decline reflects previously high levels, includingth public sector and Tyneside
Flats, and the impact of demolition as well as thenld. A general increase in
detached houses would reflect recent trends ingtpen but might be modified given
the more urban orientation of new build. Howeveg, vave some scepticism about
the high figures for increased detached housdssnversion of the model,
particularly for example Gateshead Town Centre.|8Vhigeneral fall in terraced
houses may be expected, the model appears to prsdicin some areas (North
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Felling, Bensham & Saltwell, Dunston) which presbualready had quite large
shares.

Map 1 suggests a general pattern of flats redutieig importance through the core
of the cities, particularly in traditional workirgjass neighbourhoods close to the
river, while increasing in some accessible ardatieafurther out.

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

*Areas of change outlined in red
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1. INTERVENTION IMPACTS AT NEIGHBOURHOOD SCALE
7.1 High and Low Intervention Scenarios at the LocaScale

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

With further work and time, it would be possibletédke account of some additional
environmental factors, such as open/greenspacesarttential density/plot sizes.

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

New private building rates, with an assumed aca&tar (doubling) in the
areas of change under the ‘high intervention/groptints’ scenarity, and a
slowdown (to one-third of the baseline level) iras of change in the low
scenario

New social building rates would be 50% higher ia #ineas of change (high),
or 70% lower (low)

Demolitions would be double (high) or nil (low) ameas of change.

These direct supply interventions would then handgréct effects on housing type
mix (an aspect of quality), on housing tenure, angocio-demographics including
for example the incidence of poverty. We report samhthese 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 selectvay and looking chiefly at the
BNG areas of change. We generally show valuesitioereor both of 2011 and 2018
and for the baseline plus the high and low intetieencases; or the difference from
the baseline (in the case of prices). We do natl#b the actual supply number
changes because they largely follow mechanicatiynfthe baseline values and the
assumptions above.

1%1n addition to assuming that the extra growth ewdastleGateshead is located primarily in the BNG
Areas of Change, an allowance is made for additiongut in a peripheral area; at the time of this
exercise it was believed this area would be Newe&ateat Park, but subsequently a different area wa
chosen.

58



House Type Mix

Table 20: House Type Mix: Change in Share of Flaig 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 transmissmutes from different supply
intervention levels and to different market outcsmEable 20 looks at changes in the
share of flats by area under the three scenariestddus on flats here because the
evidence base for the model on flats is better tharevidence base on the mix
between detached and terraced houses.

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

Table 21: Change in Owner Occupation under High eeis Low Intervention Scenarios by
Areas of Change and Other Area@b 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 55 11
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 would expect higher levels of
supply to be associated with increased owner o¢mrpand Table 21 confirms this
general expectation. Whereas in the baseline thdoeecast to be a 6.8% point rise
in homeownership in the areas of change, undemititeintervention scenario this
would rise to 8.3%; under low intervention it wodiedl to 2.1%. The tenure effect is
uneven, however, with clearly positive effectsliggh intervention in Scotswood-
Benwell, Walker Riverside and North Felling, foraemple, but less apparent effect
elsewhere. In some cases there is a larger posifieet moving from low
intervention to baseline than in the move from basdo high intervention. This may
partly reflect logical constraints on the sizeeriures which the model reflects. In
general, and as expected, the numbers are largagewle scale of development and
change is greater.
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Poverty Change

Table 22: Poverty Rates under High versus Low Intention Scenarios byAreas of
Change and Other Areag% 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 27.5 317
North Felling 225 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 unkleitiiree scenarios, this time
showing the absolute level rather than the char@eshe whole we would expect the
changes in poverty to show a mirror image relatimsvith changes in owner
occupation, as it is clear that tenure would beroagor driver of changes in the
income/poverty profile. The differences are perhaps dramatic but there is a
definite inverse relationship between level of mémtion and poverty rates. For the
Areas of Change together poverty in 2018 would eaingm 20.5% under the low
intervention scenario down to 18.6% under the Imggrvention case. Somewhat
larger differences are observed for areas witlghdrilevel of supply intervention.
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Vacancy Rates

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

Areas High Int Baseline Low Int HighInt BaselineowInt
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 411 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 whtehvention is hoped to
influence. Because the simulations suggest somevamaplex effects which do not
apply smoothly over the time period of the studg,neport figures for both 2011 and
2018 in Table 23. The Table suggests that, foAlleas of Change as a whole in
2011, higher intervention with Growth Points woslgyhtly increase vacancies (to
4.66%) relative to both baseline (4.27%) and lotervention (4.42%). However, by
2018 high intervention/growth brings vacancy ratesn to 3.22%, compared with
4.78% under low intervention. Most individual areasuld see lower vacancies by
2018 under the high intervention scenario. The oole of caution about these
findings is that, in addition to Walker Riverside @reviously noted, certain areas see
vacancies fall to a pretty low level (between 1% afwo) by 2018 under the high
intervention scenario. This may indicate that thadel is giving a slightly
exaggerated vacancy reduction in these circumssadoe to either the level or the
impact of demolitions assumed or due to ‘lineatuna of the prediction modéfs

The model reflects processes whereby supply changesne neighbourhoods

trigger responses within local markets which reiiste certain outcomes across the
city. Thus, it is worth noting here that, while theeas 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 &gpio Newcastle and, to some extent,
the surrounding region. Apart from this perhapyitadle side effect, the pattern of
impacts on vacancies provides a very encouraguhigation that Housing Market

1 As vacancy levels fall closer to zero, or somatp@s'minimum’ rate, a given change in the key
driver factors may have a progressively smallezaff
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Renewal activity may be expected to have desinafypacts on market outcomes,
particularly in the medium-to-longer term.

House Price Growth

Table 24: Differences in House Price Growth undeiigh versus Low Intervention
Scenarios by Areas of Change and Other Are@é points difference from baseline)

HI

Areas HighInt LowInt HighiInt LowInt 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 intervemiwith moderate supply increase.

Last but not least we consider the impact of défedevels of intervention on house
prices, another key outcome although one with moa@thotations. Table 24 looks at
percentage differences from the baseline at 20@112848. In 2011, high
intervention/growth points would lower prices by % in the Areas of Change, a very
similar impact to that seen in the rest of Neweds#teshead and indeed the
conurbation. Prices would also be lower, but o@gwmarginally (-0.2%), with low
intervention. Come 2018, the negative effect ohhigervention/ growth would be
changed to a small positive effect (1.1%), white low intervention strategy would
see house prices 4.6% lower. However, we also $boeomparison the effect of
high intervention with moderately increased supplgder this scenario prices would
be 4.2% higher in the Areas of Change.

In the shorter term, high intervention would deprpsces in all the Areas of Change.
Looking longer term (to 2018), high interventiorm®st positive for prices in
Scotswood-Benwell, Byker-Ouseburn, and North Fgllihtends to be negative for
the more central Areas of Change (Elswick, GatasiaEmtre). Low intervention
would be most negative for Walker Riverside.

The price impacts in the Areas of Change are sirtol&dut on average slightly greater
than those in the rest of Newcastle and GatesHduaslillustrates how market
processes spread through the market area.
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7.3 Overview of intervention effects

Broadly the intervention scenarios provide a positie story, as reflected in
moderate price increases. Better quality residentisenvironments and mix
attract more households and strengthen demand, evewhile greater supply is
keeping prices from increasing too much, a desirabloutcome from an
affordability perspective.

Higher intervention has a number of desirable impats 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-atdas, with the odd exceptions. In
general, the size of the impact of greater intetieens greater in those areas which
have more potential activity (i.e. more housingsjt

Exactly what mix of interventions and supply isiopl depends on the relative
weighting of different objectivesf the priority is to raise prices, reduce vacancie
and increase owner occupation in BNG Areas of Chargvery much of a Housing
Market Renewal agenddhe strategy of high intervention but moderate suply
increase would be preferredIf the priority is to improve affordability,

particularly in the rest of NewcastleGateshead, antb increase the total number
of households in the core cities, then the strategf high intervention with

growth point status would be preferred Thus this strategy might play more both to
the current national housing policy agenda (alttoting focus here is mainly on
improving affordability in the South) and a City gen economic development
agenda.
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8. CONCLUSIONS

The higher level panel-based econometric modapsisle of producing simulated
forecasts of housebuilding, house prices, vacararidscertain demographic numbers,
conditional on economic and planning scenariosubtegional market area level.
With suitable amendments, mainly relating to emgyudonsistency between
households and dwellings, it has been found toigeoan effective forecasting tool
for NewcastleGateshead.

A baseline forecast showing trajectories up to 28J@esented, based on current
national planning and housing policies, the curfegional Spatial Strategy, and
central economic forecasts for the region anddts cities. In this forecast new
housing output expands significantly, particulariiNewcastle. House prices rose
steeply in the period to 2006; after a pause t@200owth is expected to resume at a
more moderate rate thereafter, but NewcastleGatdgtreces will not rise as much as
national figures up to 2018. Affordability will ween slightly to 2011 and then
improve slightly in Gateshead while remaining statiNewcastle, with Newcastle
having worse affordability throughout the periotti{faugh still below England
average).

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

For England, household growth is forecast to fadhsly short of official household
projections, but both Gateshead and Newcastleoagedst to grow at close to the
projected rate, with 6,000 and 10,000 extra housishespectively over the period
2000-2016 (performing better than the rest of threucbation in this respect).

Demolitions are expected to continue to occur sigaificant scale in
NewcastleGateshead. Vacancies are expected tadhectout generally tend to fall
from their current high point by the end of theipdy with some convergence
between rates for Newcastle and other areas. Ssmxtdr turnover falls initially and
then levels off at a rate rather above the natianaftage.

The higher economic growth scenario would pushaysh prices in
NewcastleGateshead, by 8.2-8.5% in 2011 and 132848 2016, whereas the low
growth scenario would see prices 7-8% lower. Tlobsages are of similar
magnitude to the income changes and so affordaldities not change much with
economic growth rates. Higher economic growth waalde net dwelling growth,
particularly in Newcastle, but would have veryldithet effect on migration or
household numbers. As a consequence, vacancies Weldomewhat higher than in
the baseline scenario as a result of higher ecangroiwvth.

Scenarios for differing levels of new housing sypgtail varying the land released
for new housebuilding, but the model indicates thatamount of extra land released
is much greater than the amount of extra units ¢ereg. The high supply scenario,
reflecting the recent Growth Points proposal waalde housebuilding output by 25-
30%, and this would reduce prices (and improverd#bility) by 6-9%. Reducing
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new land release by more than half would have dlemapact on output (4-14%)
and on prices/affordability (2-3%). High supply viduaise net in-migration
significantly, resulting in 2,000 extra househaldgach authority by 2016, but it
would also raise vacancy rates by up to a quanersacial sector turnover by a small
amount.

A comprehensive package of high HMR interventioBMG would have a small
positive effect on prices by 2016 (2-3%), but &eatiarger positive impact on
migration and household growth (2-3,000 extra heauthority). Vacancies would
rise initially but then fall slightly by 2016, asowld social sector turnover. A ‘policy
off’ scenario of minimal intervention would haveoldly opposite effects, leading to
a relative demographic decline but with small éemn prices, affordability or
turnover.

Combining high intervention with high ‘Growth Pashsupply would mean a sharper
dip in prices with a slightly lower level than thaseline in 2016, more net in-
migration and household growth (1-2% more househimi@®016); vacancies would
be 10% higher as a result.

The ward-level forecasting model utilises behawabtwrecasting functions for
changes in key variables over medium periods (id2thd 2018), calibrated on
actual changes observed in the 1990s and earlys2®@@iables forecast in this way
include new housebuilding rates (for given landilabdity), employment rates, job
types, poverty rates, private renting, vacancieshanuse prices. Other variables are
projected forwards in a more mechanical fashiocluising social housing,
demolitions, house types, and job access. Housegymew build output and
vacancies are controlled to values generated ikiA-level model.

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

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

Poverty rates are forecast to fall somewhat naliipafter 2011, but with bigger

reductions in poorer BNG neighbourhoods and anatvexduction from 2002 to
2018 from 26% to 19.4% in the Areas of Change. $hmuld increase spending
power and potentially service quality in these area

Vacancy rates will fall from 6.6% in 2007 to 4.080d018 in the Areas of Change,
with falls in most areas but continuing higher satesome areas nearest to the city
centres.

Prices rose by about 15% more than city-wide awsagthe areas of change
between 2001 and 2005. In the coming period thélyingrease at a similar rate to
the cities as a whole up to 2011 and then at atylitpwer rate thereafter. Although
there are some relative price shifts, there wilitocaie to be wide variations in prices
between different Areas of Change.
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In terms of housing stock, areas of change willasesduction in their share of flats
from 29% to 23%, against a static picture natignahd probably some increase in
detached houses. This change would be greatdnddhigh intervention’ but much
smaller with ‘low intervention’; and greater in §®areas with more development
activity.

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

High intervention would initially raise vacancidgyhtly in Areas of Change but by
2018 there would be a significant reduction, (0l@%er than baseline), whereas with
low intervention vacancies would be higher (0.8%).

High intervention with high supply would lower pegin areas of change, as
citywide, in 2011 (by 6%), but by 2018 prices wobklmarginally higher than in the
baseline. High intervention with moderate supplbyréase would see prices 4% higher
in 2018. These price impacts would be more negatitiee central city areas of
change. Low intervention would see prices lower4l8£6).

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

67



References

Barker, K. (2004Review of Housing Supply: delivering stability:ceeng our future

housing needd-inal Report — Recommendations HM Treasury

Bramley, G. & Leishman, C. (2005Planning and housing supply in two-speed
Britain: modelling local market outcomes$Jrban Studies42:12, 2213-2244.

Bramley, G. & Morgan, J. (2003), ‘Building competéness and cohesion: the role of

new housing in central Scotland’s citie$lpusing Studies

Bramley, G. (2002) ‘Planning regulation and housingply in a market system’ in A.
O’Sullivan & K. Gibb (2002Housing Economics and Public Policyxford: Basil
Blackwell.

Bramley, G., Karley, N.K., Leishman, C., Morgan&Matkins, D. (2007)
Transforming Places: housing investment and neighimod market changéork:
Joseph Rowntree Foundation.

Bramley, G., Karley, N.K., & Watkins, D. (2006kottish Housing Need and
Affordability Model: update to 200&Report 72. Edinburgh: Communities Scotland.

Bramley, G., Pawson, H. & Third, H. (2000w Demand Housing and Unpopular
NeighbourhoodsHousing Research Report. London: Department efrBnment,

Transport and the Regions.

Bramley, G., Leishman, C. & Watkins, D. (2008 fatming) ‘Understanding
neighbourhood housing markets: regional contesedgliilibrium, submarkets and
supply’, Housing Studies23:2 (special theme issue on ‘Microstructureblofising
Markets’).

CEBR (2004) Centre for Economic and Business Reseasd®narios for a
Prosperous North EasReport to N E Regional Assembly, April 2004.

Experian (2005Economic Potential of the Regional Centre and Hogidflarket
Implications Report to Bridging NewcastleGateshead by ExpeBiasiness

Strategies.

68



Meen, G. et al (2005Affordability targets: implications for housing ulp,
Research Report to Office of the Deputy Prime MerisDecember 2005, London:
ODPM.

Meen, G., Gibb, K., Goody, J., McGrath, T. & MacKan, J. (2005aEconomic

Segregation in England: Causes, consequences diuy . pBristol: Policy Press.

NHPAU (National Housing and Planning Advice UnpQ7a)Affordability Matters
Tichfield, Fareham, PO15 5RR: NHPAU.

NHPAU (2007b)Developing a Target Range for the Supply of New étoAcross
England Tichfield, Fareham, PO15 5RR: NHPAU

ODPM (Office Of The Deputy Prime Minister) (200Revelopment of a Migration
Model Report by the University of Newcastle and othemsdon: ODPM.

69



