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Erratum sheet (Revised October 2016)
P110 Chart: figure for ‘newly forming households’ should be 1,690, not 1,651
P115 8.21 second to last line – figure should be 1,690 not 1,651
P117 Table 8.6 – line for ‘newly forming households’ should have figure 1,690, not 1,651
P120 Table 8.9, Line F - line for ‘newly forming households’ should have figure 1,690, not 1,651
P121 Figure 8.1 figure for ‘newly forming households’ should be 1,690, not 1,651
P124 Table 8.12 Scenario B – Net annual affordable housing requirement – table should be as
below:
Table 8.12 Scenario B - Net annual affordable housing requirement
Sector

Social rented sector

Affordable rented sector

Intermediate rent sector

All affordable sector

Bed size

Number

1 Bed

15

2 Beds

3

3 Beds

56

4+ Beds

72

Total

146

1 Bed

6

2 Beds

35

3 Beds

9

4+ Beds

3

Total

53

1 Bed

554

2 Beds

202

3 Beds

119

4+ Beds

96

Total

971

1 Bed

575

2 Beds

240

3 Beds

184

4+ Beds

171

Total

1,170

% social/affordable

17%

% intermediate

83%
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Chapter 1

Introduction

1.1
Cobweb Consulting was commissioned in 2015 by the Royal Borough of Kensington
and Chelsea (RBKC) to prepare a Strategic Housing Market Assessment (SHMA).
1.2
The first stage of an SHMA is to determine the geographical span of the housing
market area (HMA) within which the commissioning authority is situated.
1.3
In the London context, the Examination in Public on the Further Alterations to the
London Plan confirmed that London is a single HMA. However, national policy and guidance
as well as Policy 3.8 of the London Plan, still requires boroughs to undertake an assessment
of needs at the local or sub-regional level in order to supplement the strategic findings of
the London SHMA 2013. This requirement has been reinforced by the Draft Interim Housing
Supplementary Planning Guidance issued by the Greater London Authority (GLA)1
1.4
We therefore undertook a thorough review of existing research and new evidence to
determine whether it was appropriate to conduct a SHMA for RBKC alone, or whether there
would be a requirement to extend the area covered beyond the Borough’s boundaries.
1.5
As part of this review we took into account the Duty to Cooperate which the
Localism Act 2011 and the National Planning Policy Framework (NPPF) places on local
councils, to consult with neighbouring local authorities, the Greater London Authority, and
other relevant organisations, over the definition of housing market areas and subsequently
over the evidence assembled and the study findings.
1.6
The second stage was to prepare an SHMA including an objective assessment of the
need (OAN) for housing which is fully compliant with the requirements of the National
Planning Policy Framework (NPPF)2, official Planning Practice Guidance (PPG)3, and taking
account of associated advice such as that prepared by the Planning Advisory Service (PAS)4.
The SHMA includes an assessment of the need for affordable housing, as also required by
the guidance. The client also requested additional work on the role of intermediate housing
in the area, and the role of prime and super-prime markets, and this has been included as
free-standing annexes to the SHMA – they should not be regarded as integral parts.
1.7
This report sets out the SHMA findings. It is intended to inform the development of
the Local Plan and housing strategy of RBKC.
1.8

The remainder of this report is structured as follows:

1

http://www.london.gov.uk/priorities/planning/consultations/draft-interim-housing-supplementary-guidance
NPPF http://planningguidance.planningportal.gov.uk/blog/policy/
3
PPG, particularly on Housing and Economic Development Needs Assessments
http://planningguidance.planningportal.gov.uk/blog/guidance/housing-and-economic-development-needsassessments/
4
PAS latest edition http://www.pas.gov.uk
2
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Chapter 2 reviews the evidence relating to housing market areas in the Greater
London context, and in the context of RBKC’s central London geography. We note
house price data, migration and travel to work patterns, and how an SHMA would
relate to the GLA SHMA and the London Plan.
Chapter 3 considers the key national, regional and local policies and requirements
relating to the preparation of an SHMA.
Chapter 4 provides brief profiles of the population, the housing stock and the local
economy in RBKC, along with neighbouring authorities, Inner London and London as
a whole, for comparison, identifying trends over time, and highlighting key
differences. This includes economic characteristics, tenure composition, dwelling
size/type breakdown, condition, under and over-occupation, house prices, housing
supply trajectories, and key features of the local labour market.
Chapter 5 reviews trends in past population and household change and the various
demographic, economic and aspirational factors driving the amount and nature of
household formation and housing market change in the study area over the last two
decades. The two key long-term drivers of housing market demand considered in
detail are demography (including population composition and migration and
household characteristics) and the strength of the economy (including both the level
and type of employment available and economic opportunities in adjacent areas)
which determines households’ ability to exercise demand in the market or
otherwise.
Chapter 6 provides an assessment of the future number of households in RBKC
drawing on official Government household projections and those prepared by the
Greater London Authority. It considers the factors which might lead to alternative
demographic scenarios, especially those affecting migration and household
formation. It examines alternative economic and employment forecasts and
assumptions relating to labour force participation and employment rates to develop
employment-led household forecasts for comparison with demographic forecasts, in
order to identify issues relating to the future under or over-supply of labour and the
implications for migration, household formation and/or travel to work. It comes to
an initial Objective Assessment of Need
Chapter 7 draws together evidence on market signals, which the emphasises must
form a key component of an SHMA. The main signals considered are house prices
and sales turnover, private sector rents, housing supply, overcrowding and
homelessness. Drawing on the evidence from Chapters 6 and 7, the Objectively
Assessed Need for RBKC is finalised.
Chapter 8 assesses affordable and intermediate housing needs, following the
framework set by the PPG, and specifically the guidance on Housing and Economic
Development Needs Assessments. It uses a spreadsheet-based model using
secondary data sources which has enabled a range of alternative assumptions to be
examined before arriving at preferred estimates.
Chapter 9 highlights the housing needs of a range of specific groups which may not
be fully identified elsewhere.
2

There are two technical annexes followed by:
•

Annex 3, which examines intermediate housing issues in greater detail, including the
development of the market in RBKC and wider geography, issues about affordability
and access, and develops some options for RBKC to consider, in order to encourage
the growth of the sector in the Borough. This section is complementary to the
SHMA, and should not be considered an integral element.

•

Annex 4, which considers the nature, location and growth of the prime and superprime markets, and how they impact on the wider housing market. This is supplied
as a separate document because of its size. This section is also complementary to the
SHMA, and should not be considered an integral element.
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Chapter 2

The content and scope of the SHMA

Key messages
While GLA draft supplementary planning guidance indicates that London should be viewed as a
single housing market for planning purposes, it recognises that there are ‘housing sub-markets’
within the Capital. It does not seek to specify the geographical scope of these sub-markets. When
we examine the characteristics of the housing market in RBKC, it distinguishes itself from
surrounding areas on a number of critical features. House prices are not only the highest in London,
but have shown the greatest increases since 2008 (72%), drawing on buyers and investors from
overseas as well as the UK. In terms of migration, it only has strong links with neighbouring
Westminster and Hammersmith and Fulham, but shows no further linkages with those authorities’
sectoral neighbours to the west and north; and has only very weak linkages elsewhere in London. In
terms of commuting patterns, the only strong connection is with Westminster.
While it could be argued that there is a case for considering RBKC, Hammersmith and Fulham and
Westminster as a housing sub-market, the extreme nature of RBKC’s house prices, and the selfcontainment in terms of migration and commuting, justifies the case for considering the housing
needs of RBKC as a single authority. However, the assessment does need to draw on evidence from
its neighbours to highlight linkages where they exist, and to consider the local RBKC housing market
area within the overall strategic housing market area covered by the London Plan.

Introduction
2.1
This paper addresses the requirement, specified in the RBKC SHMA brief, to provide a
commentary on the methodology for housing market analysis set out in the National Planning Policy
Framework (and in more detail in official Planning Practice Guidance). It will consider the extent to
which the guidance is fit for purpose in the case of RBKC (and more generally in a London context),
and what the guidance implies for SHMAs in London. It is important to establish a clear view on
these issues at this stage, as this guides the subsequent scope and staging of SHMA in later chapters.
Strategic Housing Market Assessment in the London context
2.2
The planning framework for London is unique as it consists of two tiers, with each borough
being covered by (a) a spatial development strategy, the London Plan, and (b) by a Local Plan and
other development plan documents, which must be in general conformity with the London Plan.
These two parts together form the Development Plan at the borough level. Duplication between the
two elements (a) and (b) would be unnecessary and wasteful, and it would be unreasonable if the
two elements were not in conformity.
2.3
The London Plan has recently been revised and changes (known as the Further Alterations to
the London Plan, or FALP) were incorporated in the London Plan in 2015. In relation to housing, the
revised London Plan was based on evidence drawn from London-wide Strategic Housing Market and
Strategic Housing Land Availability Assessments prepared in 2013. Together these have provided an
objective assessment of need for London, and informed the strategic housing policies to address this
need, including housing targets for each London borough.
4

SHMA preparation by boroughs
2.4
The London Plan assessment of overall housing need and its strategic policies to address this
were tested at an examination in public (EIP) and considered appropriate for the strategic planning
of Greater London by an Inspector5, subject to some amendments and a commitment to a full
review of the Plan. The Inspector felt that an amendment to the London Plan was necessary to make
it clear that London boroughs did not need to identify the quantum of new housing required in their
areas to meet objectively assessed need. He was of the view that ‘there should be no need for a
local plan in London to reiterate policies set out in the FALP’ (paragraph 19) and that ‘there is no
need…for each London Borough to duplicate the work done by the GLA and produce their own
individual assessment of overall need’ (paragraph 23) (our italics).
2.5
However the London-wide objective assessed need (OAN) set out in the London Plan, the
Plan’s policies and the setting of borough level targets to meet this need are not in themselves
sufficient to provide a sound and comprehensive housing policy framework at borough level, and
further assessment work is required to complete this. The GLA Draft Interim Housing Supplementary
Planning Guidance (SPG)6 indicates that the London Plan is clear that boroughs remain responsible
for assessing their own requirements, within the policy and strategic context set by the NPPF and
the London Plan (para 3.1.3). The London Plan provides the strategic framework in terms of overall
housing need, and sub-regional and local housing market assessments are required to identify the
mix of tenure, type and size of homes needed within this target. This ‘tiered’ approach to
understanding housing requirements, with a strategic London-wide study supplemented by more
detailed sub regional and/or local studies is an accepted approach in the context of London’s two
tier planning system. Borough housing policies must aim to meet local or sub-regional as well as
strategic needs.
2.6
Despite this accepted approach, we consider that there may be some circumstances in
which a sub-regional or local SHMA may produce an assessment of overall need. In boroughs
adjacent to areas outside London which were not included in the London SHMA and its OAN, NPPF
requirements and the Duty to Co-operate suggest that the OAN of adjoining or nearby areas outside
London should be taken into account, together with the capacity of those areas to assist in meeting
London’s OAN, if plans are to be found sound. However for a central London borough such as RBKC
these considerations are less likely to apply, although these boroughs will of course need to cooperate fully with adjoining boroughs within London.
2.7
The second set of circumstances under which a local or sub-regional assessment might seek
to assess overall OAN might arise where there had been a recent significant change in
circumstances, or strong new evidence to suggest that the London Plan evidence base and policies
are out of date. From an initial review of evidence sources, including revised population and
household projections, evidence on house prices and other housing market signals, and evidence on
housing supply, the extent of change does not seem to justify this. In addition, the year to year
impact of such changes on the level of OAN would be small, and can be taken into account through
the normal process of monitoring and revisions to the London Plan.
2.8
For this reason, it is appropriate that an SHMA prepared by RBKC should be primarily
concerned with assembling evidence on the requirement for affordable housing and the mix of
5
6

http://www.london.gov.uk/priorities/planning/london-plan/draft-further-alterations-to-the-london-plan
http://www.london.gov.uk/priorities/planning/consultations/draft-interim-housing-supplementary-guidance
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tenure, type and size of homes needed to meet, or exceed, the London Plan housing target for the
Borough. In the same way that the development plan for the borough consists of both the London
Plan and the borough’s own Local Plan, it is reasonable that the evidence base should include both
work by the GLA and work carried out at a more local level on the detailed nature of housing needed
in the borough, so long as the two sources of evidence do not overlap and are in conformity.
Geographical coverage
2.9
The arguments above, whilst supporting work by boroughs to assess housing needs within
the framework of the London Plan, do not specify the appropriate geographical basis for such
assessments. Official Planning Practice Guidance7 appears largely to be aimed at assessments within
a single tier planning system, although it makes reference to ‘smaller sub-markets with specific
features’ where ‘it may be appropriate to…create a detailed picture of local need’. This can be
interpreted as a reference to sub-areas within London as well as to specific neighbourhoods within
other local authorities.
2.10 The GLA Draft Interim Housing Supplementary Planning Guidance argues that for planning
purposes, ‘London is a single housing market, rather than a collection of thirty three self-contained
borough ones. Indeed it can be seen as part of a market area that extends out into the wider south
east’ (para 4.3.11). But while the London housing market is accepted to extend outside Greater
London, the London SHMA8 focuses on the regional administrative area, as this is the area subject to
the London Plan. This is justified both on the grounds that there is no unique and definitive
definition of a wider housing market area and on the basis of practical considerations such as data
availability. This view was endorsed by the Inspector who conducted the FALP EIP.
2.11 However, GLA Draft Interim Housing Supplementary Planning Guidance goes on to indicate
that there are ‘housing sub-market areas’ in London, which can extend across local borough
boundaries. Para 3.1.19 sets out key principles for carrying out ‘a more local level’ SHMA, including
the need to consider housing market area geographies that extend beyond single borough
boundaries, to reflect the realities of London’s housing market. It suggests that ‘housing market
areas can be conceived as tiered, so that a sub-regional housing market area is often the appropriate
scale for analysing borough-level housing needs. Housing market areas can also overlap regional
boundaries, as boroughs in outer London often have strong market links with those in other regions.’
But the appropriate areas are not specified and GLA does not seek to be prescriptive about the
spatial basis for assessments below the London-wide level. This seems sensible, as it avoids trying to
impose a ‘one size fits all’ solution to the complex housing issues of London. The appropriate areas
should be informed by analysis of the most up to date evidence.
Previous HMA research
2.12 A considerable body of previous research evidence has addressed the question of housing
market area boundaries in London. The most significant and widely cited national level study was
commissioned by the former National Housing and Planning Advice Unit (NHPAU) from the Centre
for Urban and Regional Development Studies (CURDS) at Newcastle University and published by CLG
in 2010. This attempted to identify housing market areas covering the whole of Great Britain
7

See CLG Planning Practice Guidance Housing and economic development needs assessments, para 009
accessed 30-07-15.
8
See especially The 2013 London Strategic Housing Market Assessment: Part of the evidence base for the
Mayor’s London Plan, Mayor of London 2013, table 5, page 9
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including London9. The study identified the difficulties referred to above in defining unique and nonoverlapping HMAs both in general and especially in and around London, with its complex pattern of
internal linkages and population movement, and produced a correspondingly complex set of
outputs. A ‘gold standard’ analysis was undertaken at 2001 Census ward level and produced:
1.

a two tier system of strategic and local HMAs, the latter nested within the former.
Boundaries in both tiers were based on wards and were not aligned to local authority
boundaries. RBKC was fully included within a large top tier strategic HMA for London. The
picture for the local HMAs was more complex (Map 2.1), with RBKC falling within an HMA
(area number 21 in the study report) covering the whole of the borough, Westminster and
the City of London and Brent, together with parts of Tower Hamlets, Islington, Camden,
Haringey, Barnet and Harrow.

2.

an alternative ‘single tier’ of HMAs, also based on wards, was also produced. Under this,
RBKC was wholly within a very large HMA covering London and some wards in local
authorities outside London.

Map 2.1 CURDS ‘gold standard’ lower tier HMAs in Inner London

Source: CURDS, University of Newcastle. Crown copyright

9

C Jones, M Coombes and C Wong, Geography of housing market areas, Final report, November 2010,
Department for Communities and Local Government, available at
www.ncl.ac.uk/curds/assets/documents/1.pdf
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2.13 From the ‘single tier’ network of HMAs (stage (ii) above), CURDS also produced a ‘silver
standard’ set of HMAs by realigning the single tier HMA boundaries to local authority boundaries on
a ‘best fit’ basis. In London, this led to the identification of a very large HMA including all of the
London boroughs, but extending beyond the Greater London area to include 24 surrounding local
authorities.
2.14 The CURDS study concluded (pp 34-35) that the two-tier system of HMAs consisting of local
areas nested within larger strategic areas formed the best approach. However, this recommendation
was not accepted or endorsed in NPPF or national Planning Practice Guidance which includes no predetermined HMAs. Subsequent Planning Advisory Service (PAS) guidance on HMAs10 refers to the
CURDS study, but in contrast to the authors, considers the ‘silver standard’ single tier system based
on local authority rather than ward boundaries to be more useful and practical for the identification
of housing need. PAS guidance argues that the main advantage of the ‘silver standard’ HMA
boundaries is that they do not fragment planning authorities, facilitating the assembly and analysis
of housing market data and especially of population and household projections, which play an
important part in identifying OAN.
2.15 However, the large size of the ‘silver standard’ HMA makes its use difficult in and around
London. It is also important to bear in mind that the CURDS study was based on 2001 data, and
Planning Practice Guidance is clear that any findings need to be based on the most recent data. In
particular, the finer grained ‘gold standard’ HMAs were based on wards for which 2001 Census data
was published, which in most areas are no longer in use, and for which up to date data is therefore
not available. This strongly suggests that the CURDS findings, although of interest, do not provide an
authoritative basis for HMA boundaries.
2.16 A number of earlier SHMAs or housing need studies have been carried out covering RBKC
and/or areas adjacent to the borough, but only some of these have given detailed attention, in line
with current national Planning Practice Guidance, to HMA boundaries. Many were prepared before
Planning Practice Guidance was revised and re-issued in 2014.
2.17 Within RBKC, an SHMA was completed in November 200911. This discussed the relevant
HMA boundaries at length, and concluded on the basis of 2001 Census data, that RBKC lay within a
London-wide housing market, but was sufficiently self-contained to justify focussing the analysis
(which mainly concentrated on affordable housing need) on the borough in isolation. In 2010 an
SHMA was published by the West London Housing Partnership covering Brent, Ealing, Harrow,
Hillingdon, Hounslow, Hammersmith and Fulham and RBKC12. This also focussed on affordable
housing need, together with the needs of a range of specific groups covering these seven boroughs
and did not seek to define a housing market area.
2.18 Turning to neighbouring authorities, the London Borough of Hammersmith and Fulham
SHMA prepared in 2014-15 covers the borough exclusively13. It does not explicitly discuss the choice
of geographical focus, but refers to the context set by the London Plan (pp 4-5). It also highlights
10

Planning Advisory Service, Objectively Assessed Need and Housing Targets, Technical advice note, Second
edition July 2015, para 5.8.
11
RBKC Strategic Housing Market Assessment, Main Report, November 2009, Fordham Research, and Strategic
Housing Market Assessment Update 2012, HDH Planning and Development, November 2012.
12
West London Strategic Housing Market Assessment 2010, Report of Study Findings, ORS, November 2010
13
See London Borough of Hammersmith and Fulham SHMA 2014-15, undated and London Borough of
Hammersmith and Fulham, Draft Local Plan Background paper: Housing Policy, January 2015
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consultation with adjoining boroughs and other stakeholders (p.7) and the Duty to Co-operate. An
associated Local Plan Housing Background Paper makes explicit reference to the housing target set
for the borough in the London Plan, and refers to the need for conformity between the Plan and the
borough’s own local plan. The SHMA itself focusses on the need for affordable housing and on a
range of specific housing needs.
2.19 Westminster Council published two Housing Market Analysis reports in 2014, both covering
Westminster exclusively14. Neither of the reports is described as an SHMA, but in combination the
two reports cover similar ground to many SHMA studies. The report by Wessex Economics gives
detailed consideration to the appropriate housing market area for study. It concludes that the
decision of the GLA SHMA to focus on Greater London was appropriate, and does not seek to define
a different HMA or to suggest that the City of Westminster forms a separate HMA. However it
argues that Planning Practice Guidance allows for the examination of sub-markets including areas
such as Westminster which have ‘unique characteristics that merit particular investigation, and
which may call for a different mix of housing in terms of size, type and tenures to that which might
be appropriate in a different London Borough’ (para.2.3.3). The report also notes that Planning
Practice Guidance allows more generally for SHMAs to depart from the standard methodology
provided that they can justify this in relation to their circumstances.
2.20

Recent SHMAs have also been prepared for a number of other nearby boroughs, including:

1.

Haringey (2014). This defines an HMA covering Haringey plus Barnet, Camden, Enfield,
Hackney and Islington, but the main analysis covers only Haringey, although the links with
these other boroughs are identified in detail.

2.

Brent (2015). A draft SHMA for the borough has been prepared identifying it as housing
market area in its own right.

3.

The Old Oak Common and Park Royal Development Corporation is in the process of
commissioning an SHMA for the corporation’s area which covers parts of the boroughs of
Hammersmith and Fulham, Brent and Ealing.

4.

Wandsworth (2012, updated 2014). This covers Wandsworth exclusively, complementing
the wider London SHMA prepared by GLA, but refers also to the earlier South West London
Sub-Regional SHMA (2009). This included the boroughs of Wandsworth, Lambeth, Croydon,
Merton, Kingston-upon-Thames and Richmond-upon-Thames. The SHMA acknowledges that
there are linkages with these boroughs, which are considered in detail in its analysis and
conclusions

5.

An SHMA for Camden and Islington is currently underway, but at the date of drafting this
report it is not yet available.

New evidence on HMAs
2.21 Planning Practice Guidance is clear that HMA definition should be based on the analysis of
data on house prices, migration and related sources, such as travel to work patterns, and that such
analysis must be based on the latest available evidence. The RBKC related studies described in the
previous section were completed at various dates but in many cases some time has now elapsed so
the evidence they draw on may be out of data. The 2011 Census provides the most up to date local
14

Ecorys, Westminster Housing Market Study, 2014 and Wessex Economics Ltd, Westminster Housing Market
Analysis: Final Report, 2014.
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information on migration patterns and travel to work patterns, and HM Land Registry data on house
price changes is available up to 2014. This section therefore examines the most recent evidence on
house prices, migration and other contextual indicators to assist in the identification of HMA
boundaries, following CLG Planning Practice Guidance.
House prices
2.22 CLG Guidance indicates that patterns of house prices and of changes in prices provide
evidence of the relationship between housing demand and supply in different locations, the
identification of areas which have different price levels, market ‘hotspots’, low demand areas and
areas of price volatility.
2.23 Figure 2.1 shows median house prices from 2008 to 2014 for Kensington and Chelsea and for
contiguous authorities, together with other authorities included in the ‘Central’ sub-region of
London identified in the 2015 London Plan15. RBKC has consistently had the highest median house
prices amongst these boroughs (and the highest in both London and England), by a considerable
margin. The median sale price in 2014 was £1,198,500. RBKC was followed by Westminster
(£875,000). These figures compare with the median for all sales in England of £195,000. The City of
London (£730,000) and Camden plus Hammersmith and Fulham (around £650,000) follow. Median
prices in Islington and Wandsworth also exceed £500,000.
2.24 Prices in RBKC, Westminster, and the City of London are not only in a league of their own but
they have also shown by far the steepest rates of increase since 2008 (72% for RBKC for example).
The remaining authorities have shown rates of increase in the 40-55% range, so the gap between
RBKC, Westminster, and the City of London is widening. They clearly form an area of high prices
detached from the rest of London, although arguably RBKC is in a further league of its own in price
terms.

15

GLA The London Plan, March 2015, Map 2.1 page 60.
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Figure 2.1 Median house prices
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2.25 Map 2.2 examines prices at a finer grain16. It clearly shows a sector of very high prices
running from Barnet and Camden through Westminster, RBKC and Hammersmith and Fulham to
Richmond, with some outliers (for example in Southwark). Within the very high value band, a higher
threshold of £2,000,000 or more highlights 115 output areas, of which 61 (53%) are within RBKC.
Westminster (20 areas) and Barnet and Elmbridge (8 each) are the only other significant
concentrations of prices at this level.
2.26 The highest value bands (£600,000 or more) are surrounded by lower (though still very high
on a national scale) prices in inner and outer suburban London. Prices then rise again in the more
rural areas beyond. Lower priced areas are mainly confined to east London and beyond. RBKC and
Westminster stand out with the greater proportion of their areas in the very highest price band, but
parts of Camden, Barnet, Haringey, Richmond, Kingston and Merton also stand out. This suggests
that the pattern of London housing markets includes a growing central high value zone, surrounded
by lower prices in the rest of inner London and the inner suburbs. These give way to higher prices in
the outer suburbs and the more rural areas beyond, with further islands of lower value in the larger
settlements outside London.
2.27 This pattern in itself does not provide an approach to breaking the wider London HMA area
into sub-areas which more realistically reflect household search behaviour and transport network
16

This map draws on HM Land Registry Price Paid data over an extended period (1995-2014) to produce a finegrained picture of average dwelling prices (at 2011 Census output area level). Sale prices were rebased to 2014
levels using factors derived from the average sale price for all sales in England and Wales in each year. The
map identifies six market sectors based broadly on quintiles, with areas of very high average prices (over
£1,000,000 at 2014 prices) separated from the remainder of the highest quintile.
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patterns than a large London HMA. However, it supports an argument that central London, including
RBKC, forms an area which is very likely to be detached from surrounding areas in house price and
therefore housing market terms. This does not mean that there are no links with surrounding areas,
but there is unlikely to be any sectoral pattern of movement outwards from the centre by owner
occupiers, as might be found elsewhere, for example, between Lewisham and Bromley. Any
movement is likely to be confined within the rented sectors, or if by owner occupiers, to involve a
move of considerably greater distance into the higher value rural areas outside Greater London
itself. From house price data alone it is not clear whether the central higher value zone forms one
market or several markets. To explore this further we now turn to look at migration patterns.
2.28 As the inset within Map 2.2 shows, there are considerable variations in average prices within
RBKC. There is a strip of somewhat lower values (though still high even by London standards) on the
western edge of the Borough, centred around Earls Court, which continues westwards into
Hammersmith and Fulham. A more significant difference is found in the north of the Borough, with
more extensive lower value neighbourhoods running from the northern edge of Notting Hill across
the motorway through north Kensington to Kensal Town. This area forms part of a much larger lower
value area (average prices mainly in the £200-400,000 band) running from Kilburn, through Old Oak
Common, North Acton and north west to Willesden and Wembley, so there is no case for
considering it as a sub-area within the wider RBKC HMA. As we have shown, market linkages to
these areas from RBKC are also relatively weak. However it is important to note that this area of
lower values exists within the Borough.
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Map 2.2 Housing market sectors

Source: HM Land Registry Price Paid Data, Crown copyright.

Migration patterns
2.29 The official Planning Practice Guidance suggests that migration patterns demonstrate the
aggregate effect of household location choices and preferences as modified by housing
opportunities. They can be used to highlight areas within which a relatively high proportion of
household moves (typically 70 per cent nationally) are contained. In the London context with the
strong draw of employment in central London and generally better transport links, it may be
necessary to accept a lower self-containment threshold.
2.30 Table 2.1 shows the main migration flows between authorities in London in the year prior to
the 2011 Census. Movements between each pair of authorities have been summed to produce gross
flows (that is, comprising both movements into each authority from the other and the reverse flows
out). To discount the effect of population size, flows have then been scaled against the combined
population of each pair. The table shows all linkages in excess of 5 persons per 1,00017. At this stage,
gross flows between authorities are examined because the overall strength of the linkages between
authorities is of importance in determining the scope of the HMA. The SHMA itself will examine
directional flows and net change due to migration in greater detail.
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This level of linkage forms a natural cut off point below which the number of linkages increases rapidly and
clear patterns are more difficult to distinguish because linkages become progressively weaker.
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2.31 The linkages for RBKC form a distinctive pattern. Two of the three strongest migrational
linkages in London involve RBKC and its neighbours Westminster18 and Hammersmith and Fulham.
Apart from these, RBKC has no other strong linkages with other authorities. This could be
interpreted as suggesting the existence of a ‘central London’ sub-area comprising the three
boroughs, but both Westminster and Hammersmith and Fulham have a number of other strong
linkages which undermine this argument. Most other boroughs also have a larger number of
linkages. Many of the other linkages in the table suggest a strongly sectoral pattern of migration
from inner London to the outer boroughs, which in many cases can also be shown to continue
outward into areas beyond London. This is not the case for RBKC. The data therefore suggests that,
unusually, RBKC, despite its links with Hammersmith and Fulham and with Westminster which
certainly need to be taken into account in the SHMA, also has a strong degree of self-containment.
2.32 The first principle of guidance in SHMA preparation set out in GLA’s Draft Interim
Supplementary Planning Guidance19 suggests that boroughs should consider housing market area
geographies that extend beyond single borough boundaries. However, the evidence on migration
suggests that the Central sub-region referred to in the London Plan20, comprising RBKC,
Westminster, the City of London, Camden, Islington, Southwark and Lambeth is not a cohesive area
in migration or house price terms, and within this area, RBKC is distinct from other areas in house
price terms and as shown above has relatively weak migration linkages with several of the other
boroughs in the sub-region. Hence the Central sub-region is not appropriate as a housing market
area. It is more suitable for the statutory monitoring and sub-regional coordination purposes which
the London Plan suggests.

18

The table on which this analysis is based aggregates Westminster and the City of London into a single area
for data confidentiality purposes.
19
Mayor of London, Draft Interim Housing Supplementary Planning Guidance, May 2015, para 3.1.19.
20
Mayor of London, The London Plan 2015, Map 2.1 and paras 2.23-2.24.
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Table 2.1 Migration linkages, 2011
Authority A

Gross migration per 1,000 combined
usually resident population

Authority B

RBKC

Westminster

13.8

Lambeth

Wandsworth

13.8

RBKC

Hammersmith and Fulham

12.4

Camden

Islington

11.7

Lambeth

Southwark

11.5

Wandsworth

Merton

10.4

Islington

Haringey

10.2

Camden

Westminster

10.1

Southwark

Lewisham

9.6

Brent

Harrow

8.6

Hammersmith and Fulham

Wandsworth

8.3

Westminster

Hammersmith and Fulham

7.4

Hammersmith and Fulham

Ealing

6.3

Lambeth

Croydon

5.8

Islington

Tower Hamlets

5.7

Brent

Barnet

5.6

Camden

Barnet

5.2

Brent

Camden

5.1

Camden
Haringey
5.1
Source: ONS, 2011 Census Table MM01CUK_ALL - Origin and destination of migrants, via NOMIS. Note: there is
no significance to the designation of local authorities as A or B in the table, as migration flows in both
directions are included.

Commuting patterns
2.33 As national Planning Practice Guidance indicates, commuting patterns provide information
about the spatial structure of the labour market, which will influence household location decisions.
Commuting flows also provide information about the areas within which people are likely to move
without changing employment.
2.34 The Office of National Statistics uses commuting data to produce travel to work areas
(TTWAs) where a high proportion of the resident population also works within the same area. The
most recent network of TTWAs was produced in 2015 using 2011 Census data. For data from the
2001 Census, the criteria for defining TTWAs were that at least 75% of an area's resident workforce
should work in the area, and at least 75% of the people who work in the area should also live there.
Areas were also required to have a working population of at least 3,500. For areas with a working
population in excess of 25,000, lower self-containment rates of 66.7% were necessary. In 2011 the
whole of London and many surrounding areas formed one TTWA. Not surprisingly, RBKC fell within
the London TTWA.
2.35 TTWAs have tended to change significantly over time, so the areas to be identified from
2011 Census data differed from those identified in previous censuses. The trend in successive
Censuses has been for TTWAs to become larger as the volume of longer distance commuting
increases, so the London TTWA may increase in size. In 2011 there were 228 TTWAs across the UK,
compared to 243 in 2001, 308 in 1991 and 344 in 1981. The same difficulties arise in considering the
15

use of TTWA boundaries as with migration patterns. For London, the data identifies a very large area
which does not correspond to local authority boundaries. The size of the TTWA makes it impractical
as an area of search for households seeking housing, and as a basis for planning policies. For this
reason, it is not considered appropriate to use 2011 TTWA boundaries as a key source of evidence in
determining HMA boundaries.
2.36 Data from the 2011 Census provides the most up to date and detailed source of information
on travel to work at the time of writing, and this can be analysed using a similar approach to that for
migration data above, by combining flows between pairs of boroughs and standardising against their
combined working age populations to exclude the impact of size. Not surprisingly, the level of
activity in terms of travel to work is much higher than that for migration. In addition, the pattern of
employment centres in and around London is highly complex and travel to work patterns are
correspondingly more diffuse than for migration where the strongest links tend to be with close
neighbours.
2.37 Table 2.3 shows the strongest commuting relationships between authorities in London.
Westminster21 is by far the most significant travel to work destination, accounting for 14 of the 23
pairs of strong linkages in the table. The link with Westminster is the only strong commuting link for
RBKC, but commuters from RKBC are only one element of commuting to and from Westminster.
RBKC, along with Barking and Dagenham and Waltham Forest, has the smallest number of strong to
medium travel to work linkages, with Hammersmith and Fulham the only other significant partner
apart from Westminster (Table 2.4). However Hammersmith and Fulham has further linkages to
Ealing and to Wandsworth. Hence travel to work data supports the picture of a relatively selfcontained borough. Apart from Westminster, the most ‘connected’ authorities in travel to work
terms are Camden, Tower Hamlets and Redbridge.

21

As for migration, 2011 Census data on travel to work flows merges the City of London with Westminster.
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Table 2.3 Strongest London Borough travel to work linkages, 2011
Gross travel to work movements per 1,000
combined working age population
Westminster
Wandsworth
118.4
Westminster
Kensington and Chelsea
114.4
Westminster
Camden
113.4
Westminster
Lambeth
110.0
Westminster
Tower Hamlets
99.0
Westminster
Southwark
95.8
Westminster
Hammersmith and Fulham
95.5
Westminster
Islington
94.1
Westminster
Hackney
66.2
Westminster
Lewisham
63.6
Westminster
Haringey
63.0
Westminster
Barnet
63.0
Westminster
Brent
62.6
Westminster
Bromley
61.8
Camden
Islington
59.7
Westminster
Merton
53.9
Bexley
Greenwich
51.9
Westminster
Richmond upon Thames
51.6
Ealing
Hillingdon
51.1
Westminster
Ealing
51.0
Hounslow
Hillingdon
50.9
Barking and Dagenham
Havering
50.8
Westminster
Greenwich
50.3
Source: ONS, 2011 Census Table WU02UK - Location of usual residence and place of work by age, via NOMIS
Authority A

Authority B

Table 2.4 RBKC: ranked travel to work linkages with other London Boroughs, 2011
Gross travel to work movements per 1,000 combined working age population
Westminster/City of London

114.4

Barnet

6.7

Hammersmith and Fulham

45.1

Lewisham

6.4

Wandsworth

24.5

Waltham Forest

5.7

Camden

20.5

Croydon

5.5

Tower Hamlets

20.3

Hillingdon

5.1

Lambeth

17.2

Harrow

5.1

Ealing

16.0

Greenwich

4.8

Brent

15.8

Kingston upon Thames

4.8

Islington

13.3

Bromley

4.4

Southwark

13.2

Sutton

4.1

Hounslow

10.9

Enfield

3.9

Merton

9.8

Redbridge

3.5

Richmond upon Thames

9.0

Barking and Dagenham

2.5

Hackney

8.6

Bexley

2.2

Haringey

8.2

Havering

1.6

Newham
7.1
Source: ONS, 2011 Census Table WU02UK - Location of usual residence and place of work by age, via NOMIS
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Other evidence
2.38 The Valuation Office Agency (VOA) identifies Broad Rental Market Areas (BRMAs) for the
purpose of setting Local Housing Allowance rates, which play a part in determining the amount of
Housing Benefit which private tenants may receive. A BRMA is the geographical area over which the
appropriate rates (which may differ by size/type of letting) apply. It is defined by VOA as an area
where a person could reasonably be expected to live taking into account access to facilities and
services for the purposes of health, education, recreation, personal banking and shopping. BRMAs
are reviewed periodically taking account of the distance of travel, by public and private transport, to
and from these facilities and services. The boundaries of BRMAs frequently fall across more than one
local authority area and do not follow local authority boundaries.
2.39 In 2015, 14 BRMAs covered Greater London, in some cases including parts of surrounding
areas (Map 2.3). Parts of two BRMAs covered RBKC. The majority of the Borough fell within the
Central London BRMA, which also encompassed most of Westminster, and all of the City of London
and parts of Camden, Islington, Hackney and Tower Hamlets. The area of RBKC north of the A40
Westway fell into the Inner North London BRMA, which extended to include small parts of
neighbouring Westminster, and parts of Brent, Barnet, Camden, Islington, Hackney and Haringey.
The Inner West London BRMA adjoined RBKC to the west and included Hammersmith and Fulham
together with parts of Brent, Ealing and Hounslow.
Map 2.3 Broad Rental Market Areas and borough boundaries

2.40 BRMAs were developed to facilitate the administration of housing benefit on the basis of
patterns of private rents, rather than being directly based on house prices. For that reason alone,
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BRMAs do not meet PPG requirements. The Central London BRMA covers a large area, but given that
public transport links are relatively good, the VOA considers that it is appropriate to set one single
rate across this area for the determination of entitlement to housing benefit. Assuming like for like
in terms of size/type, any tenancy within the area is considered substitutable for another. BRMAs
are not intended to define housing markets in terms of patterns of house prices, the owner occupied
market, or actual patterns of migration across all tenures. The analysis of house prices, migration
and travel to work above tended to suggest that RBKC has relatively few market linkages with its
neighbours, and thus that the Central London BRMA is not appropriate as the basis for a Housing
Market Area.
2.41 For practical reasons it would also be difficult to make use of BRMA boundaries for an SHMA
because they often diverge substantially from local authority and/or ward boundaries and many of
the key data sources are not available for the sub-authority areas which are thus created.
Implications for Housing Market Area definition
2.42 From this consideration of national Planning Practice Guidance, the London Plan 2015 and
related interim draft Supplementary Planning Guidance, from work on housing market assessments
carried out in other boroughs, and from the most up-to-date primary data on migration patterns,
travel to work and house prices, it can be concluded that there is widespread recognition of the
potential existence of a housing market area covering London as a whole and extending beyond it
into areas outside the Greater London area itself. However the boundaries of such an HMA are
difficult to define with precision, and consistency and different interpretations exist. Such a large
area would be impractical as the basis for planning policies, and may not constitute a realistic area of
household search behaviour because it is so large and cannot be regarded as a coherent single
housing market. For these reasons, the London Plan assumes that Greater London forms a housing
market area, whilst accepting the need for awareness of external linkages, and this approach has
recently been re-affirmed as reasonable in the examination of the FALP revisions.
2.43 Within the Greater London HMA area, there may be sub-areas with different characteristics,
but there is no definitive framework of such sub-areas. The London Plan expects that boroughs will
consider the appropriate areas for assessment when carrying out their own local assessments of
need as required to achieve conformity with the Plan. It points to the possibility of sub-areas which
cover more than one borough or cross-borough boundaries, but does not seek to define sub-areas.
2.44 Given the larger size of London and the number of boroughs, and the wide variety of
housing market circumstances across the capital, it is not surprising that a variety of approaches to
the definition of sub-areas for assessment within and around Greater London have emerged. Recent
SHMAs in areas adjacent to or near to RBKC have been prepared on the basis of assessments
covering both single boroughs and groups of boroughs. There are no examples of SHMAs which have
sought to highlight sub-areas which fragment boroughs, due to the practical problems associated
with this approach.
2.45 The boroughs of Westminster and Hammersmith and Fulham have produced assessments
which are based on their own administrative areas, but have acknowledged that these assessments
sit within the wider framework set by the London SHMA, with a need to take full account of linkages
with adjacent areas, as revealed by the analysis of migration and other data. The 2009 SHMA for
RBKC also took this approach.
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2.46 On the basis of our own analysis of the most up to date house price, migration and travel to
work data, we conclude that the housing market in RBKC has features which distinguish it from
surrounding areas, notably the pattern of very high house prices. House price data suggests the
emergence of a relatively large and expanding central high value market covering several boroughs,
but RBKC stands out even within this zone as having exceptional price levels in a market which draws
on buyers and investors from overseas as well as within the UK. Migration and travel to work
patterns also suggest that the borough has relatively few linkages with other boroughs and in
particular that it lacks the sectoral linkages with surrounding areas which are evident in some other
parts of London. The strongest linkages are with its neighbours Westminster and Hammersmith and
Fulham, but Westminster has linkages with boroughs to the north, and Hammersmith and Fulham
with boroughs to the west, which make it impractical to consider the three areas together as a single
market sub-area.
2.47 For these reasons, there is a strong case for assessing the local housing needs of RBKC alone,
whilst at the same time drawing on the recently-assembled evidence in Westminster and
Hammersmith and Fulham to highlight the linkages with these boroughs.
2.48 All the main sources of guidance, and all recent up to date studies determining HMA
boundaries opt for areas corresponding to individual local authorities or groups of authorities rather
than areas which cross administrative boundaries. We consider that this is the best approach, whilst
recognising that markets may not always follow these boundaries precisely.
2.49 The London Plan is clear that it applies to a housing market area covering the whole of
London, and the recent Interim Draft Supplementary Planning Guidance refers to sub-areas, subregions and local areas for assessment rather than to lower tier housing market areas such as some
studies, including the CURDS report referred to above, have identified. The official Planning Practice
Guidance also refers to the potential for smaller sub-markets rather than to sub-HMAs, for example.
For this reason, it is important to consider the terminology to be used for this study. One option
would be to refer to the area to be subject to assessment (in practice the whole of the borough) area
as a ‘sub-market’ rather than as a housing market area, to avoid conflict or confusion with the wider
London HMA. The disadvantage of this would be that this study could perhaps not then be termed a
housing market assessment. This could lead to a weakening of the status to be attached to any such
assessment within the local plan evidence base and at inquiry. The work carried out by Westminster
for example, carries this risk.
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Chapter 3 The policy context
Key messages
National planning policy requires local authorities to base their planning policies on the full
objectively assessed need (OAN) for market and affordable housing identified through the
preparation of a Strategic Housing Market Assessment (SHMA).
SHMAs should focus on Housing Market Areas, defined in relation to evidence on house
prices, migration, travel to work patterns and other factors.
Constraints on provision such as land availability or infrastructure should not be taken into
account in the OAN, although they are of course relevant in developing policies.
The National Planning Practice Guidance (NPPG) sets out an approach to identifying
objectively assessed need for housing which should be followed unless there are strong
local circumstances which suggest an alternative approach. The starting point is official
demographic projections, but these may be adjusted to take account of alternative
migration levels and household formation rates, and any identified need to support
economic growth or to respond to market signals.
Total housing need should be broken down by age group, type of household, size of
household, tenure, and any special requirements (such as those of disabled people).
A separate and detailed approach to assessing the need for affordable housing is also set
out in PPG.
The 2013 SHMA prepared for London by the Greater London Authority has established the
‘top down’ indicative OAN for RBKC and this needs to be taken into account in this SHMA to
ensure conformity with the London Plan where required.
3.1
This chapter highlights the most important features of national and sub-national
planning policy and guidance which this Strategic Housing Market Assessment (SHMA) has
taken into account.
3.2
The National Planning Policy Framework (NPPF) published in 2012 sets out the
government’s principles and policies relating to planning.
The National Planning Policy Framework
3.3
The NPPF sets out a clear presumption in favour of sustainable development (para
14), and establishes the government’s intention to significantly boost the supply of housing.
To determine how much additional housing is required, local planning authorities are
required to make objective assessments of the needs for market and affordable housing,
working across housing market areas (paragraph 159). Local Plans should seek to meet
identified needs in full unless this would have adverse impacts which outweigh the benefits,
or conflict with other policies within the NPPF including policies relating to the Green Belt
and to the conservation and enhancement of the natural and historic environments. Where
this is not practicable, local authorities must work in partnership with neighbouring
authorities to ensure that need is met (para 179).
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3.4
More specifically, paragraph 159 of the NPPF requires that ‘Local planning
authorities should have a clear understanding of housing needs in their area. They
should…prepare a Strategic Housing Market Assessment to assess their full housing needs,
working with neighbouring authorities where housing market areas cross administrative
boundaries’.
3.5
Paragraph 159 goes on to state that ‘The Strategic Housing Market Assessment
should identify the scale and mix of housing and the range of tenures that the local
population is likely to need over the plan period which:
•

meets household and population projections, taking account of migration and
demographic change;

•

addresses the need for all types of housing, including affordable housing and the
needs of different groups in the community (such as, but not limited to, families with
children, older people, people with disabilities, service families and people wishing
to build their own homes); and

•

caters for housing demand and the scale of housing supply necessary to meet this
demand.’

Regional and cross-boundary planning
3.6
The government has abolished Regional Spatial Strategies and responsibility for
cross-boundary planning issues lies with local authorities. The 2011 Localism Act imposed a
‘duty to cooperate’ on local authorities, requiring them to engage constructively, actively
and on an on-going basis with neighbouring local authorities and a range of other relevant
bodies. Compliance with the duty to co-operate has become prominent amongst the factors
against which the soundness and legal basis of development plans is assessed, and housing
supply has emerged as an area where co-operation is of importance, especially where
housing market areas cross local authority boundaries.
3.7
In Greater London, the Mayor of London has responsibility for developing the
strategic framework for planning across the capital, through the London Plan, within which
housing supply is a prominent issue. Each borough’s Development Plan includes both the
London Plan and its own Local Plan, and the Local Plan must be in general conformity with
the London Plan.
National Planning Practice Guidance
3.8
Official National Planning Practice Guidance was issued by CLG in 2014, with updates
made online at intervals. The section on ‘Housing and economic development needs
assessments’22 provides greater detail on the government’s expectations in relation to
SHMAs, building on NPPF para 159. Three key points stress that
•

An SHMA should provide an objective assessment of need based on facts and
unbiased evidence. An SHMA should not apply constraints to the overall assessment

22

http://planningguidance.planningportal.gov.uk/blog/guidance/housing-and-economic-development-needsassessments/
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of need. If relevant, these should be taken into account when developing policies at
a subsequent stage.
•

Local planning authorities are strongly recommended to use the standard method
set out in the Guidance and any departures from this method should be justified by
local circumstances.

•

SHMAs should be thorough but proportionate, building where possible on existing
secondary information sources rather than primary surveys. The range of future
scenarios considered should be limited to what could reasonably be expected to
occur.

•

The basis for an SHMA should be the relevant housing market area, ‘a geographical
area defined by household demand and preferences for all types of housing,
reflecting the key functional linkages between places where people live and work’23.
HMAs do not necessarily coincide with local authority administrative boundaries.
HMA boundaries are not prescribed by the Guidance and their identification forms
an important part of an SHMA. The Planning Advisory Service (PAS) guidance24
considers (although official guidance does not explicitly state this) that an
assessment carried out by a single local authority for part of a housing market area is
acceptable where Local Plan timetables for authorities within the area do not
coincide, provided that each authority draws on the evidence bases of other
authorities covered by the HMA and that future reviews are coordinated.

3.9
The NPPG also sets out the approach to identifying housing market areas (which was
discussed in greater detail in Chapter 2); and the methodology for need assessment. The key
features of the specified methodology which have guided this SHMA are:

23
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•

The most up to date official demographic and household forecasts should be the
starting point for assessing future housing need, but other relevant data sources
should also be considered. In the case of London, these would be the forecasts
prepared by the GLA. The SHMA should particularly consider whether there are
factors affecting local demography and household formation rates which are not
captured in past trends.

•

Adjustments to forecasts must be justified on the basis of robust evidence.

•

Demographic factors may not be the only influences on housing demand. Likely
future changes in job numbers based on economic forecasts must be assessed
against likely changes in the working age population in the housing market area to
identify any potential need for additional housing to support economic growth (or a
shortfall in employment), or potential changes in commuting patterns and their
impact on sustainability.

Para 010
http://www.pas.gov.uk/local-planning/-/journal_content/56/332612/6363116/ARTICLE
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•

Market signals should be taken into account as they may indicate undersupply
relative to demand and the need to modify projections based on past trends. The
main signals referred to in guidance are land prices, house prices, rents, affordability,
rates of development and overcrowding.

•

Total housing need should be broken down by age group, type of household, size of
household, tenure, and any special requirements (such as those of disabled people).
The impact of changes in student numbers is also emphasised.

•

Affordable housing need should be calculated by estimating the backlog of need
from people who currently occupy unsuitable housing (or who cannot form separate
households) and are unable to afford market housing, together with an estimate of
the future numbers in affordable need, both new households and existing
households falling into need. From this should be deducted the current and future
supply of affordable housing. Affordable housing need may be disaggregated into
categories based on the ability to afford different types of housing such as social
rented housing or intermediate housing.

The London context
3.10 In 2013 the Greater London Authority prepared an SHMA for a housing market area
which covered Greater London. This excluded areas outside London although the SHMA
acknowledged that many areas outside London but adjacent to it had strong linkages with
London which needed to be taken into account at a more local level. The SHMA identified
an overall OAN for London, and the subsequent London Plan established a minimum target
for additional housing provision in RBKC over the London Plan period. Subsequent Draft
Interim Supplementary Planning Guidance on Housing25 has emphasised the need for local
assessments to complement the strategic assessment made by GLA. The Guidance refers to
sub-regional and local assessments, without specifying a framework of appropriate
geographical areas. This degree of flexibility is sensible, given the complexity of markets
within London, the pattern of existing assessments, the different working relationships
between boroughs and groups of boroughs (in some cases including authorities outside the
GLA area), and the different stages of plan preparation within authorities.
3.11 The examination of data to determine HMA boundaries in the previous chapter and
in Chapter 4 shows that RBKC’s central London geographical, economic, commercial and
social position give it a spectrum of linkages across the Greater London area. In particular, it
has similarities to and linkages with neighbouring LB Hammersmith and Fulham and the City
of Westminster, but these in turn have linkages to the west and north. While it is
appropriate to consider RBKC as a housing market area in its own right, it will be important
to especially consider relationships with these two neighbouring authorities. In the wider
London context, it will be essential for conformity with the London Plan for the SHMA to
take account of the findings of the 2013 GLA SHMA and the housing target set for RBKC.

25

See for example Mayor of London (2015) Draft Interim Housing Supplementary Planning Guidance May
2015, para 1.1.5
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3.12 And as discussed above, we also note the Draft Interim Housing Supplementary
Planning Guidance that has been issued and consulted upon by the GLA, and in particular
the indicative OAN calculations, to which we will have regard.
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Chapter 4

Area profile

Key messages
Dwelling stock profile
The volume of dwellings in RBKC has only grown very slowly since 2009 (by 1%), at
significantly lower rates than neighbouring authorities, London or England as a whole,
reflecting the difficulty of developing in the area. Total vacant homes have reduced since
2009 but are still running at higher levels than in comparative authorities, and are
concentrated in the private sector. Long-term vacancies are also above average (1.5%).
RBKC has the third highest proportion (and second highest number) of second homes in
England.
In terms of tenure, the private rented sector is now just larger than the owner-occupier
sector, and has grown at a faster rate than the London average, fuelled by the recession and
unaffordability of owner-occupation. Among owner-occupiers, a greater proportion are
outright owners than mortgage holders (23% v. 13%), higher than neighbouring authorities.
The proportion of social / affordable rented dwellings (25%) is lower than in Westminster or
Hammersmith and Fulham.
As regards dwelling type, the most striking characteristic is the low proportion of houses
(17%) and high proportion of flats (79%). In particular, the number and proportion of
purpose-build flats has seen a significant increase since the 2001 Census. Of the limited
number of houses, the substantial majority are in the owner-occupied sector (only 7% of
housing association and 5% of council tenants live in houses).
As regards size, reflecting the predominance of flats, 72% of dwellings are of one or two
bedrooms, higher than the Inner London and England averages. However, there is a relative
to other inner London boroughs, a reasonable proportion of very large houses (11%). There
are size differences by tenure, with over 40% owner-occupied stock comprising three
bedrooms, compared to 20% in each of the rented sectors. Nearly half of the social and
private rented stock is of one bedroom dwellings.
Regarding stock age profile, RBKC has a predominantly elderly housing stock (64%
constructed before 1900) and very few new dwellings (only 4% post 2000). Much of this
older stock is made up of flats, and a proportion of these are houses in multiple occupation
(HMOs). It is estimated that around 16% of the HMOs are subject to mandatory
registration, a higher proportion than in neighbouring authorities.
Economic profile
Whilst RBKC is one of London and the UK’s wealthiest and most highly developed boroughs,
there are small pockets of deprivation, with residents with lower educational qualifications,
poorer economic prospects and lower incomes, and living in housing in need of
regeneration. While the 2015 English Indices of Deprivation classify RBKC as the fifth
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wealthiest borough in England, it also is the seventh most deprived in terms of the number
of small areas that fall into 10% most deprived in England. As regards economic activity,
levels are slightly below Inner London averages (though higher than Westminster).
Of the 28% of the working age population who are economically inactive, only 22% want a
job (compared to 41% in Westminster). Since 2010 activity rates have increased, but still lag
behind London-wide figures. The number of businesses in operation has gradually
increased since the recession, especially after 2010, though the pattern is fairly flat. The
total number of jobs also rose after 2010, but fell back in 2013. However ‘job density’ – that
is the number of jobs in relation to the number of working age residents - shows that there
is more than one job available per resident – the balance being filled by in-commuting.
The industrial and occupational profile reflects the concentration of financial, professional
and real estates in the capital, with RBKC representing the extreme, with approaching 46%
jobs in this sector (26% for London). Nearly 75% residents are in ‘top end’ occupations in
their sectors, including senior management professional and technical roles. Service, caring
and elementary occupations are underrepresented among residents – implying substantial
in-commuting for those roles. The high-end industrial and occupational profile is reflected in
the fact that residents have the highest average earnings in London.
Underpinning all this, is a high-performing educational profile, with over half adult residents
(53%) having a degree level or higher qualification (4th highest in England) and only 10%
having no qualification (second lowest in England). A noticeable proportion (over 30%) have
foreign qualifications, reflecting the diversity of the borough.
4.1
This chapter provides a profile of the composition of the existing dwelling stock in
the RBKC area, including the supply, tenure profile, dwelling type and size breakdown, age,
physical condition and occupancy levels. It focusses on key characteristics which are of
significance in assessing current housing requirements, and trends over time which will
impact on supply and demand into the future.
4.2
It then goes on to examine the current economic profile of the HMA, including
deprivation, economic activity rates, occupations, businesses, jobs, earnings, and
educational qualifications. The age structure and profile of the population is discussed in
Chapter 6. Other population characteristics (ethnicity, disability, mobility impairment,
support needs, and the characteristics of specific groups) are considered in Chapter 9

Profile of stock
Number of dwellings
4.3
DCLG Live Tables data indicate that there were 85,550 dwellings in RBKC in 2014.
This figure represents a net increase of 1,000 homes since 2009, showing an overall increase
of just over 1%. The figures show a significantly lower rate of growth than that experienced
in the two neighbouring Inner London authorities, as well as a lower rate of growth than
that for London and England as a whole, perhaps demonstrating the difficulty of developing
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in RBKC. However, it is worth noting that 2013-2014 saw the highest year-on-year growth
rate since 2009-10, matching the all-London level.
Table 4.1 Changes to dwelling stock
Dwelling stock
2009

2010

2011

2012

2013

2014

Kensington and Chelsea

84,550

84,760

84,800

84,900

84,960

85,550

Hammersmith & Fulham

80,990

81,900

82,390

82,860

83,280

83,910

115,050

116,640

118,320

119,250

119,840

120,370

London

3,308,000

3,336,360

3,358,180

3,383,030

3,404,070

3,427,650

England

22,694,000

22,839,000

22,976,000

23,111,000

23,236,000

23,372,000

Westminster

2009-10

% addition to dwelling stock per annum
2010-11
2011-12
2012-13
2013-14

2009-2014

Kensington and Chelsea

0.25%

0.05%

0.12%

0.07%

0.69%

1.18%

Hammersmith & Fulham

1.12%

0.60%

0.57%

0.51%

0.76%

3.61%

Westminster

1.38%

1.44%

0.79%

0.49%

0.44%

4.62%

London

0.86%

0.65%

0.74%

0.62%

0.69%

3.62%

England

0.64%

0.60%

0.59%

0.54%

0.59%

2.99%

Source: DCLG Live Tables 100,112,125

Figure 4.2 Trends in development rates
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2.00%

1.50%
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Kensington and Chelsea
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Source: DCLG Live Tables 122 and 125
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Vacant dwellings and second homes
4.4
Vacancy rates are generally low in London as a result of demand-led pressures.
Table 4.2 shows voids as a proportion of stock, the clearest way to assess the position and
figure 4.3 shows the actual number of vacants over the last ten years. The most recent data
is ultimately based on the Council Tax base, and is the most accurate and up to date
measure of empty homes. The data has been taken from CLG Live Table 615 which
summarises Council Tax data. This informs Table 4.2.
4.5
From table 4.2 below, it is clear that proportions of all categories of vacant homes
except social sector dwellings (which have marginally increased) have fallen over the last
five years. The slight increase in social sector vacants could be ascribed to the active
regeneration programmes underway in the borough.
4.6
Although long-term vacants have reduced over the last five years in RBKC, it is
noticeable that they have dropped at a slower rate than in neighbouring boroughs, London,
or England. We do not have a breakdown of longer-term void properties by tenure.
4.7
While private sector voids have dropped over the period, they are still running
higher than comparable figures for neighbouring boroughs, London as a whole, and indeed
England. When allied to the higher than average long-term void rate, these figures could be
used as an indicator of the impact of institutional investment and ‘Buy to Leave’ operating in
RBKC. Regard should also be had to the section on the prime market in this report (Chapter
11).
Table 4.2 Vacant dwellings rates
All vacant
2009

2014
%

Long term vacant
2009

2014

Social sector
2009

%

2014

Private sector
2009

%

2014
%

Kensington and Chelsea

3.38%

2.65%

1.57%

1.46%

1.01%

1.21%

4.12%

3.09%

Hammersmith & Fulham

2.50%

1.28%

1.01%

0.53%

2.44%

1.41%

2.53%

1.23%

Westminster

3.45%

1.29%

2.13%

0.69%

1.51%

1.08%

3.88%

1.34%

London

2.57%

1.65%

1.11%

0.61%

1.89%

1.41%

2.75%

1.71%

England

3.40%

2.61%

1.39%

0.88%

1.66%

1.32%

3.74%

2.87%

Source: DCLG Live Tables 100, 125, 615. Excludes other public sector and supported housing vacants from social sector. Private
sector is total minus social and other public sector stock. Social and private sector vacants are % of the stock of their respective
sectors
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Figure 4.3 All vacant dwellings, 2004-2014
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Source: DCLG Live Table 615

Second homes
4.8
The 2014 Council Tax Base assesses the number (and proportion) of homes classified
as ‘second homes’ by the local authority. In RBKC and surrounding authorities the 2014
Base showed:
Table 4.3 Second homes
Number
dwellings
used as 2nd
homes

2nd
homes as
% stock

Rank number of
2nd home
dwellings

Rank - %
of 2nd
home
dwellings

Kensington and Chelsea

8330

9.5%

2

3

Hammersmith & Fulham

1995

2.4%

24

4

Westminster

6075

4.9%

3

17

City of London

1802

27.0%

5

1

Camden

5558

5.3%

20

12

5003

4.2%

30

54

Tower Hamlets
Source: Council Tax Base 2014
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4.9
In table 4.3 we show the number of dwellings used as second homes, and the
proportion this makes up of their stock. We also show two ‘ranks’ – the position of the
authority among all 326 England authorities of rankings based on overall numbers and
proportions. The higher the rank the greater the number and proportion of second homes.
We also show the neighbouring authority comparators, plus the other London authorities in
the highest ranks. It can be seen that nearly 10% of RBKC dwellings are second homes.
26

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/457026/Revised_CTB_For
m_October_2014-_drop_down_sv.xlsx
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RBKC is nearly the highest ranked authority on both counts, with only City of London
(proportion), and Cornwall (overall numbers) in higher positions.
4.10 This pattern can be seen as an adjunct to the picture of the Central London
authorities forming a market with its own characteristics, dominated by price, but with
second home ownership an aspect of the high buying power available to those that are able
to live in the centre. It can also be seen as a possible indicator of the existence of a ‘Buy to
Leave’ market. It also has, as the GLA’s Draft Interim Housing SPG points out, a downward
pressure on population projections27. The potential impact of this, and of vacant homes
levels, is discussed in chapter 6.
Tenure
4.11 There are no data sources providing an up-to-date breakdown of housing tenure
since the 2011 census. According to the Census, in 2011 the private rented sector (PRS) had
just overtaken owner-occupation as the largest single tenure in RBKC, with both housing
36% of households. The social rented sector tenure amounted to nearly 25%, with shared
ownership only representing less than 1%. Within the owner-occupier sector, 23% of
dwellings were owned outright, with 13% having a mortgage or loan. This proportion of
outright ownership is higher than neighbouring authorities and the Inner London average.
4.12 The growth of the PRS is a pattern that crosses London, though it is more marked in
RBKC than in Inner London (31%) or London as a whole (25%). Neighbouring Westminster
has a higher proportion of the PRS (40%), while Hammersmith and Fulham has a lower level
(32%).
4.13 The proportion of social rented stock in RBKC (nearly 25%) is below that of Inner
London as a whole (35%), and that of Hammersmith and Fulham (31%), and is also slightly
lower than Westminster’s.
4.14 Compared to the London-wide pattern, RBKC has lower levels of owner occupation,
similar levels of social renting, and higher levels in the PRS.

27

Para 3.1.5 Draft Interim Supplementary Planning Guidance, Mayor of London, 2015
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Figure 4.4 Tenure patterns
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Source: Census 2011 Table KS402EW

4.15 Census data relates to households rather than dwelling stock as empty properties
are not counted. While most commentators consider the 2011 Census to be the most
accurate to date, there were concerns about undercounting in the 2001 Census. Although
this was redressed in some measure by ONS Mid-Year projections, this does mean that
assumptions about the rate of change between 2001 and 2011 should be treated with a
degree of caution. Figure 4.5 shows the shift in tenure that occurred between 2001 and
2011, and highlights the growth of the PRS. In 2001 the PRS made up 25% of occupied
dwellings in RBKC; by 2011 the figure was nearly 36%. This was fuelled by a reduction in the
numbers in owner-occupation by nearly 6,000, a 17% reduction that came equally from
outright owners and those with mortgages. A smaller reduction in the social rented sector
(6%) also helped fuel the growth of the PRS by 42% over the ten year period.

4.16 These changes reflect the impact of the credit squeeze in the early part of the 2008
recession, the deteriorating affordability of owner-occupation, and the knock on increase in
private renting as an alternative. They are in line with trends in most parts of England. If
they have continued at the same rate since the 2011 Census was taken, the PRS is now likely
to make up 38% of the stock in RBKC.
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Figure 4.5 Changes in tenure patterns over time
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Source: Census 2001 Table KS 018 and Census 2011 Table KS402EW

4.17 Within RBKC there are clear local patterns to the distribution of tenures, especially
socially renting, which is highly concentrated in the north of the borough, and to certain
extent along the Hammersmith and Fulham boundary. Conversely, owner-occupation is
more prevalent in the centre and south, while private renting is more dispersed, across
most of the borough (Maps 4.1 to 4.3)
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Map 4.1 Owner-occupation

Map 4.3 Social renting

Map 4.2 Private renting
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Type of dwelling
4.18 When comparing the current make-up of stock in RBKC with neighbouring
authorities, the most striking differences are the low proportion of houses, and the
preponderance of purpose built flats. With the exception of Westminster, where
approaching 90% of dwellings are flats, RBKC has a lower proportion of houses (17%), and a
higher proportion of both purpose-built and converted flats (79%) than the Inner London
and London-wide averages. All this is a further indication of the high land values, and high
property prices that RBKC and Westminster (and Hammersmith and Fulham to a slightly
lesser extent) experience that would drive the development of flats as opposed to houses.
It is noticeable that of the 187 transactions recorded by the Land Registry in 2014 for newbuild properties, all but seven were for flats.

Figure 4.6 Property types
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Terraced house
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Semi-detached house
Purpose-built flat
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Source: Census 2011 Table QS402EW

4.19 Comparing the 2001 and 2011 Census data, figure 4.7 shows the proportion of
dwellings of different build types in RBKC. The major feature of change is the growth in the
proportion of purpose-built flats over the decade, accompanied by a reduction in the
number of other types of flats – those in converted houses, self-contained bedsits within
houses, and ‘other’ dwellings (which include small numbers of commercial and caravan
dwellings). The fact that proportions of houses have only increased marginally (in fact
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terraced homes have reduced both in proportion and number) is a signal that the older-style
converted flat buildings are not being ‘deflatted’ to turn into family homes, but are more
likely to have been extensively remodelled or rebuilt into purpose-built flats.

Figure 4.7 Changes in property type over time
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Source: Census 2001 Table SO49 and Census 2011 Table QS402EW

4.20 There are significant differences by proportion of dwelling type by tenure. In 2011
the limited stock of houses – detached, semi-detached, and terraced – were
overwhelmingly occupied by owner-occupiers. There were only 7% housing association
tenants and 5% local authority tenants in houses, compared to a quarter of those with
mortgages and over a third of those who owned outright. Interestingly, nearly 18% of those
described as ‘living rent free’ or in ‘other’ tenures were in houses, as well as 10% of private
renters – perhaps suggesting a domestic servant / tied accommodation element to RBKC’s
make-up, as well as an HMO sector. Unsurprisingly, the purpose-built flat type dominates
local authority households (87%) and housing association households (62%), as well as
holding 54% of PRS households. A third of the PRS is made up of converted flats, with
potential repairs and maintenance issues, discussed later in this chapter
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Figure 4.8 Property type by tenure
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Dwelling size
4.21 As figure 4.9 shows, RBKC has greater proportion of smaller homes than the Inner
London, London and England averages. 72% are one and two bedrooms, compared to 66%
(Inner London) and 54% (all London). This is of course in keeping with the dominance of flats
over houses in the area. Again, only Westminster has a greater proportion of smaller homes
(75%); Hammersmith and Fulham has 66%. Having said this, there is a (relatively)
reasonable proportion of very large homes (four bed plus), at 11%, compared to 8% in
Westminster and 12% in Inner London. Hammersmith and Fulham has 15%. Comparatively,
RBKC has a lower proportion of three-bed home than the inner London average.
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Figure 4.9 Dwelling size
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4.22 There are differences in dwelling size by tenure (figure 4.10). Across tenures, some
28% of homes have three beds or more. While over 40% of the owner-occupied stock is in
this category, only 20% of each of the social rented and private rented stock is that large.
Approaching half the social rented (47%) and private rented (45%) stock is one bed –
implying a restricted range of household sizes that these tenures could potentially house.
Each tenure has a similar proportion of two bed homes, ranging between 33% and 37%.
Figure 4.10 Dwelling size by tenure, RBKC
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Source: Census 2011 Table DC4405EW
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5 or more beds

4.23 This point is further illustrated in figure 4.11 which shows the average number of
bedrooms for the main tenures. Owner-occupiers have a near 2.5 bedroom average,
whereas social and private renters have an around 1.8 bedroom average.
Figure 4.11 Average bedroom numbers by tenure
3

Average no. bedrooms per dwelling

2.5

2

1.5

1
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0
Owned (including shared
ownership)
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Private rented or living
rent free

Source: Census 2011 DC 4405EW as modelled by Cobweb Consulting. It is assumed that all dwellings categorised as having
five bedrooms or more have exactly five beds

Dwelling age
4.24 The age profile of the stock is a significant indicator of potential dwelling condition,
and of the need for investment in repairs, maintenance, refurbishment and improvements.
It is of particular importance in RBKC, given the high volume of flatted accommodation
(particularly converted flats, likely to need repairs and maintenance), and the fact that
around a third of PRS accommodation comprises converted flats.
4.25 The unique age profile of RBKC stock can be clearly seen in figure 4.12, with 67% of
stock being built before 1919 (and within this, 64% being built before 1900). In contrast
there are comparatively very low numbers of residential buildings constructed in later
decades. Only 4% of dwellings were built post 2000 (compared to 8% in Westminster, 15%
in Hammersmith and Fulham, and 11% across Inner London), and there are comparatively
low proportions in the decades since WW2. In essence, RBKC has a predominantly elderly
housing stock (much of which is in flats), which brings with it a requirement for investment
in the maintenance of its ageing fabric.
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Figure 4.12 Age profile of stock
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Source: Valuation Office Agency, Council Tax bandings data Table 4.2

Stock condition and HMOs
4.26 A stock condition survey of local authority dwellings undertaken in 2012 identified a
requirement of an additional £108 million needed to fund condition-related works to the
stock between 2013-2017. The current Housing Strategy also notes a condition survey of
sheltered accommodation being carried out, but no data seems to be published from it. The
latest Local Authority Housing Statistics (LAHS) dataset (2013-2014) indicates that within the
local authority stock managed by the TMO, there were 1159 ‘non-decent’ homes, 1343
homes not in a reasonable state of repair, and 68 homes with Category 1 (severe) hazards
under the Housing Health and Safety Rating System. Accurate data on private sector stock
condition is not available.
4.27 There is a certain amount of information available on the number and proportion of
Houses in Multiple Occupation (HMOs). According to the latest LAHS, there are 4,434 HMOs
in RBKC, amounting to nearly 16% of the private rented stock. While significant this is a
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lower proportion than neighbouring authorities, especially when compared to the 29% that
make up Hammersmith and Fulham’s PRS. However, if one looks at estimates for potential
mandatory registerable HMOs (those with more floors and more households), the 737
identified represent around 16% of RBKC’s HMO stock. This compares to only 9% of each of
the neighbouring authorities’ HMO stock.
Table 4.4 Houses in Multiple Occupation
HMOs

Potential
mandatory
HMOs
No.
% PRS

Registered
mandatory
HMOs
No.
% PRS

Inspected, with
Cat 1 hazards

No.

% PRS

No.

% PRS

Kensington and Chelsea

4434

15.8%

737

2.6%

50

0.2%

20

0.1%

Hammersmith and Fulham

7336

28.7%

690

2.7%

289

1.1%

19

0.1%

Westminster

8000

19.1%

700

1.7%

293

0.7%

1

0.0%

Source: Local Authority Housing Statistics, 2013-2014

Housing development
4.28 We have looked at the private sector newbuild programme for RBKC in the London
context in a variety of ways:
•
Construction Starts by borough since 2009
•
Sales by borough since 2009
•
Sales Position in Schemes under Construction
•
Sales Position in Completed Schemes
4.29 These are also shown in table 4.5 In each of these RBKC is identified and grouped
with nine other inner London boroughs (Camden, City of London, Hackney, Hammersmith &
Fulham, Islington, Lambeth, Southwark, Wandsworth and Westminster). We have compared
this total with London as a whole, and the figure for the remaining 23 boroughs (described
as Outer and East London). Of these, Westminster is of course the key comparator, but parts
of the other inner London boroughs also share characteristics with RBKC and help to give
context.
4.30

The headline figures are as follows:
•

•

•

Construction starts in RBKC total 1,457 for the 6.5 year period, or 1.36% of
the London total. The figure for Westminster is roughly double (2,963) but is
dwarfed by Southwark (6,873) and Lambeth (7,015).
Sales by borough give a similar view, although slightly more pronounced. The
total for RBKC in the period is 1,175 (1.16% of the London total). The figure
for Westminster is 3,057, for Southwark 6,123, and for Lambeth 6,569
The sales position in schemes under construction itemises the extent to
which units not yet completed have been pre-sold (or sold ‘off-plan’ in the
trade jargon). The figure for RBKC is 54% sold (i.e. 54% of properties being
built already have buyers, and 46% do not yet). This is generally lower than
the inner London average (67%) or the London average (69%).
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The sales position in existing schemes shows a similar, although more limited
trend. This figure describes properties which, although completed, do not yet
have buyers (that is, they are lying empty until a buyer can be found). This
figure is at 9% for RBKC and 10% for Westminster – which, although not high,
is three times the inner London average of 3% and five times that of London
generally (2%). We presume that this higher figure represents the very high
absolute price levels in RBKC and Westminster, and also the ‘exclusive’
marketing techniques utilised on higher value property.

•

Development rates (including affordable housing development) is considered further in
Chapter 7
Table 4.5 Private sector new-build construction since 2009
Local Authority

Construction
Schemes

Sold

Homes

Homes

Percentage

RBKC

10

830

445

54%

Westminster

30

2086

1509

72%

Camden

22

1508

754

50%

3

280

13

5%

City of London
Hackney

18

1997

1207

60%

Hammersmith & Fulham

21

1654

1001

61%

Islington

13

1226

664

54%

Lambeth

21

1519

1274

84%

Southwark

36

4631

3173

69%

Wandsworth
Inner London

29
203

4473
20,204

3427
13,467

77%
67%

Outer and East London

346

35,437

24,799

70%

Total London

549

55,641

38,266

69%

Source: Molior database

Economic profile
4.31 As one of London and the UK’s most wealthy and highly developed boroughs, RBKC
enjoys significant economic advantages. Its proximity to Westminster and the City,
transport infrastructure, a substantial portfolio of tourist attractions and a high-end retail
offer all contribute to its prosperity. It has a population with high educational qualifications,
and this has contributed to the presence of a number of corporate and international
business headquarters being located in RBKC. – as well as on average high levels of earnings
However, in common with other London authorities, there are areas and pockets of
deprivation, with residents with lower educational qualifications, poorer economic
prospects, and lower incomes; a highly diverse and multi-lingual population; and
concentrations of housing, particularly in the north of the borough, in need of regeneration
and renewal.
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4.31 This section of the SHMA does not claim to give a full economic portrait of the
authority; its role is to highlight some of the key economic characteristics that impact on the
state of the housing market, and the housing needs of the residents.
Deprivation
4.32 The English Index of Deprivation was re-issued in August 2015 and provides a useful
snapshot of relative deprivation across the country, in different spheres. Belying the topline picture of wealth and prosperity in the Royal Borough, there is confirmation that there
are small areas of the authority that are substantially deprived. Looking at the indictor for
income, while across the capital RBKC is classified as the fifth28 most wealthy, it also the
seventh most deprived in terms of the numbers of small areas (LSOAs) that fall into the 10%
most income-deprived neighbourhoods in London, and the third highest in terms of
employment deprivation. It also is the 14th most deprived in terms of barriers to housing.
4.33 As with tenure, there are clear locational concentrations of deprivation that mirror
patterns of tenure to a certain extent: the highest concentrations of income and
employment deprivation are in the areas where social housing is concentrated (Maps 4.4
and 4.5). The ‘Barriers to housing and services’ domain includes such indicators as
affordability, overcrowding and homelessness, and as can be seen from Map 4.6, higher
levels of deprivation under this indicator are more widespread across RBKC

28

All numerical references in this section relate to the ‘average of average rank’ score, which gives the most
holistic output from the Indices
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Map 4.4 Income deprivation

Map 4.6 Barriers to housing

Map 4.5 Employment deprivation
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Economic activity
Table 4.6 Economic activity rates
Kensington
and
Chelsea

Hammersmith
& Fulham

Westminster

Inner
London

London

England

% population 16-64
Economically active

72.4

80.5

70.5

76.6

77.0

77.6

In employment

68.7

77.3

65.0

71

71.7

72.9

Unemployed

5.1

3.9

7.8

7.2

6.9

6.0

Economically inactive

27.6

19.5

29.5

23.4

23.0

22.4

Economically inactive: want a job

22.3

25.3

41.1

26

26.0

24.5

Economically inactive : do not want a job

77.7

74.7

58.9

74

74.0

75.5

Source Annual Population Survey March 2015

4.34 The levels of economic activity among RBKC residents are slightly below the average
for Inner London and London as a whole, and neighbouring Hammersmith and Fulham. The
proportion of working age residents who are unemployed is higher than the inner London
average approaching 28% economically inactive, which is reflected in an overall
employment rate of 69%, which is again below most other comparators. The exception to
this is Westminster, which has lower economic activity and employment rates, and higher
unemployment and inactivity rates. Where RBKC differs from Westminster is that only 22%
of those inactive do want a job, whereas this applies to 41% of the Westminster inactive
category.
4.35 When we examine reasons for economic inactivity, the RBKC breakdown features a
higher proportion ‘At home / looking after the family’, and lower proportions of students
and long-term sick residents.
Table 4.7 Economic inactivity reasons
Kensington
and Chelsea

Hammersmith
Westminster
London
& Fulham
% economically inactive population 16-64

England

Student

32

36

39

32

27

At home / looking after family

33

25

25

31

26

Long term sick

14

17

18

16

21

Other reason

21

22

18

21

26

Source: Annual Population Survey March 2015

4.36 When we examine the economic activity rate over time, we see that across London
and Inner London as a whole, there has been a steady increase in economic activity over the
last ten years. Although the recession brought dips between 2008 and 2011, the economic
recovery has seen London figures rise to well above those in 2007. At an individual borough
level, the picture is more fragmented, with year-on-year variation, but it is clear from figure
4.13 that RBKC has lagged behind the London figures, though its trajectory has been
steadily upwards since 2010, and is now out-performing neighbouring Westminster.
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Figure 4.13 Economic activity rates
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Occupation, industry and business
4.37 RBKC’s profile in terms of the number of enterprises in operation over the last five
years reflects the economic activity pattern, with a slight dip in 2010, followed by gradual
increase. However, the pattern is fairly flat, with a growth of 7% registered since 2010,
compared to 13% in Hammersmith and Fulham, 10% in Westminster, and 17% across
London. It is also clear from figure 4.14 that of the three neighbouring boroughs,
Westminster has substantially more enterprises in operation than the other two.
Figure 4.14 Changes in numbers of enterprises over time
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Industry and occupation
4.38 In terms of the make-up of economic activities, it should be noted that the profile of
London as a whole, and Inner London in particular is significantly different to that of England
overall, with a concentration of financial, real estate, professional and administrative jobs in
the capital. This pattern reaches its extreme in RBKC, with approaching half (46%) of
residents’ jobs in this sector, compared to the London average of 26%. This figure is only
really approached in Westminster (41%). Inevitably, other industries are relatively poorly
represented, though the 15% in distribution, hotels and restaurants perhaps reflects the
borough’s tourism profile, as does the 10% in transport and communication.
4.39 Nearly three-quarters of residents’ jobs are in the top-end occupational groups in
terms of income and qualifications: managers, directors and senior officials (23%),
professional occupations (2%) and associate professional / technical occupations (25%).
This reflects the weighting of the industrial profile, towards the financial and professional
sectors. RBKC has a greater proportion of managers and directors living in its borders than
Westminster, Hammersmith and elsewhere in London (except the City), nearly double the
England average of 12%. Unsurprisingly, lower paid elementary occupations, service, leisure
and caring occupations are largely absent, and we can therefore assume a large amount of
in-commuting of workface to fill these roles. It should be noted that this data relates to the
occupations and industries of RBKC residents, not to the number or proportion of
workplace-based jobs located in RBKC, which is discussed elsewhere.
Figure 4.15 Industry profile
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Figure 4.16 Occupation profile
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Jobs
4.40 The total number of jobs is a workplace-based measure and comprises employee
jobs, self-employed, government-supported trainees and HM Forces.
4.41 As can be seen from figure 4.17, post-recession the number of jobs located in RBKC
increased over 2011 and 2012. However, the upward trajectory ended in 2013. An
alternative measure, perhaps more relevant than actual number of jobs is ‘job density’,
which charts the number of jobs in the locality in relation to the number of working age
residents. The calculation is the number of jobs in an area divided by the resident
population aged 16-64 in that area. For example, a job density of 1.0 would mean that there
is one job for every resident aged 16-64.
4.42 As can be seen, there is still more than one job available per resident, the balance
undoubtedly filled by in-commuting. Of course, substantial numbers of RBKC residents do
not work in the authority area - discussed in chapter 6.
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Figure 4.17 Jobs and job density in RBKC
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Earnings
4.43 The higher-end industrial and occupational profile of RBKC is reflected in the higher
earnings that residents living in the borough receive. As of 2014, average gross weekly
earnings were £786, equating to £40,900 per annum. This is a reduction from the highest
point, in 2009 when the weekly average was £931 (£48,400 pa).
4.44 Historically earnings have been the highest in London (except for the City), and this is
still the case. The early recession years caused a certain dip, but by 2009 they had
recovered, only to fall again by 2012. For the first time since 2002, earnings in Westminster
were higher than in RBKC, though the position returned to the normal pattern in the
following year. Reflecting perhaps the slight reduction in in-borough jobs noted above, the
current pattern is more uncertain and volatile than that of London as a whole and of
neighbouring boroughs.
4.45 It should be noted that these historic figures are not the ones used when
affordability is considered in Chapter 8. The figures here are based only on earnings and
exclude other forms of incomes such as benefits and savings, which are considered later.
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Figure 4.18 Weekly gross earnings over time
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Educational qualifications
4.46 Underpinning the earnings, occupational and industrial profile is a workforce with an
extremely high level of educational attainment. While educational attainment across
London and in Inner London are generally higher than the England averages, RBKC and its
neighbours stand out as particularly well-qualified. Figure 4.19 below shows the proportion
of residents based on the highest qualification they have. Over half adult residents (53%)
have Level 4 or higher qualifications – that is an undergraduate degree (BA, MSc) or
postgraduate degree (MPhil, PhD) or similar. This is the fourth highest proportion in
England. At the other end of the scale, with 10% having no qualifications, this is the lowest
proportion among all England and Wales authorities but one.
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Figure 4.19 Highest educational qualification obtained
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4.47 Also noticeable is the proportion of RBKC residents who have foreign qualifications –
over 30% - reflecting the multi-national and multi-cultural make-up of the borough. There
are also relatively high levels of residents with professional qualifications (nursing,
accountancy), though lower levels of vocational and work – based qualifications.
Figure 4.20 Educational profile
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England

Foreign qualifications

Chapter 5 Drivers of demand
Key messages
This chapter examines the demographic, economic and aspirational factors driving the
amount and nature of household formation and housing market change in RBKC over the
last two decades.
RBKC has had a relatively stable overall population over recent decades, largely because the
Borough is intensely developed with limited scope for growth. Within the total, natural
population growth has averaged 1,000-1,450, internal migration has produced an average
net loss of 2,000 per annum, but with considerable fluctuation, and international migration
has varied substantially, but with mainly net losses in recent years. This relatively stable
picture contrasts with Hammersmith and Fulham and Westminster which have a much
greater degree of population ‘churn’.
The main flows of people both into and out of the Borough are with Hammersmith and
Fulham and Westminster/City of London. Hammersmith and Fulham and Westminster have
more diverse migration linkages with Wandsworth, Ealing, Camden and others.
The ethnic profile of RBKC differs from the average for England as a whole, with 71% of
people of White origin compared to 85% nationally. Amongst non-white ethnic groups, the
largest are Black (7%), other (7%) and mixed (6%).
In terms of age structure, RBKC has a high proportion of people aged 25-44, but fewer
children and young people 15-24. The proportion aged 45-54 is similar to the national
average, but there are smaller proportions of people in the Borough in older age groups.
The Borough therefore has a relatively young age profile, although the proportions of
younger adults are smaller than in both Hammersmith and Fulham and Westminster. The
working age population (18-69) has fallen in recent years to 72% but still forms a larger
proportion of the total population than the national average (61%).
Household numbers increased in RBKC by 8,400 (12%) over the period 1991-2014, an
average of 400 per annum. This was a lower rate of growth than Hammersmith and Fulham
(16%) or Westminster (26%), and lower than the rates of growth across London (23%) and
England as a whole (19%). Average household size in RBKC began to increase from 1994,
reversing long-standing previous trends and anticipating the post 2000 increase which took
place more widely. The increase peaked in 2005 and average household size has
subsequently declined again.
47% of households in RBKC were made up of one person living alone, more than one and a
half times the national average of 30%. A further 29% consisted of only two household
members. Westminster and Hammersmith and Fulham have broadly similar profiles and all
three Boroughs differ from the London-wide profile, which has fewer one person
households and more large households.
The exceptionally high proportion of one person households in RBKC is split between people
aged under 65 (36%) and those aged 65 or more (11%). 12% of households in RKBC were

52

multi-adult households which did not contain a couple or single parent. RBKC has double the
national proportion of households of this type.
RBKC has fewer economically active people than the national or London averages, and
smaller proportion than Hammersmith and Fulham or Westminster. The number of jobs in
the Borough fell in the 2000s, and although now rising is still lower than in 2001. The
position of the Borough within Central London close to several major employment centres
and its well-developed transport networks means that there are high levels of commuting,
with 82% of people living in RBKC commuting to work outside the Borough in 2011. The
Borough’s economy is not therefore a major driver of population growth.

5.1
This chapter reviews trends in past population and household change and the
demographic, economic and aspirational factors driving the amount and nature of
household formation and housing market change in RBKC over the last two decades. Two
key long-term drivers of housing market demand in most areas are demography (including
population composition and migration and household characteristics) and the strength of
the economy (including both the level and type of employment available, and economic
opportunities in adjacent areas) which determine households’ ability to exercise demand in
the market or otherwise.
Population
5.2
In 2014 ONS estimated that the population of RBKC was 156,190, the smallest of any
London Borough. After remaining relatively stable from 1981 to 1996, the rate of population
growth accelerated over the next decade to reach a peak of just over 168,000 in 2005.
Subsequently the population has fallen to around 156,000 with only minor fluctuations year
on year. Annual rates of change have tended to be under 1%. Hammersmith and Fulham,
with a similar population, also shows this profile. This pattern of population change differs
from that found in most London boroughs, where growth since the early 2000s has been
more substantial. Westminster is closer to this latter pattern, with growth continuing to the
present.
Table 5.1 Mid-year population 2014 and rates of change 1981-2014
Population
2014

Rate of change
81-86

86-91

91-96

96-01

01-06

06-11

11-14

Kensington
and Chelsea
Hammersmith
and Fulham

156,200

2.3%

-0.6%

-1.7%

15.0%

1.8%

-4.2%

-1.3%

178,400

1.1%

1.3%

0.8%

9.3%

3.1%

4.4%

-2.2%

Westminster

233,300

-5.4%

3.8%

-3.5%

13.9%

9.6%

-1.4%

6.2%

Source: ONS mid-year estimates via NOMIS
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Figure 5.1 Population change 1981-2014
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Components of population change
5.3
A detailed picture of the components of population change at local authority level
from 2001-2014 is provided by ONS and the results are shown in Figure 5.2a. ONS estimates
of change distinguish four elements: natural change (births less deaths); internal migration;
international migration; and other change. These estimates draw on a range of data sources
with varying degrees of uncertainty. Data on migration generally, and international
migration in particular, is subject to error, especially in the earlier part of the period before
ONS implemented a series of measures to provide a more accurate and detailed picture of
international migration. The degree of uncertainty is also much greater at local authority
levels than at national or regional level. The periodic population Censuses provide points
against which estimates can be calibrated, assuming that the Census results are themselves
accurate. ‘Other change’ in the figures below represents population change which ONS are
unable to attribute to either natural change or migration. It is probable, but cannot be
established with certainty, that much of this is international migration.
5.4
According to ONS estimates, Kensington and Chelsea has seen a highly variable
pattern of demographic change over the 2011-2014 period. Natural population growth has
remained fairly constant in the range 1,000-1450, with some decline in recent years.
Internal migration has produced an average net loss of 2,000 per annum, but with
considerable fluctuation, with lower levels of net loss in most recent years. International
migration has varied substantially, with high net gains in the period from 2001-5, but
otherwise mainly net losses. The level of unattributed ‘other change’ is relatively small but
consistently negative (indicating a loss of population). Some commentators consider that
this component is unrecorded international in-migration but ONS do not. If it is assumed
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that ‘other change’ is mainly accounted for by international migration, the gains from this
source are smaller and losses greater.
5.5
The Greater London Authority has developed an alternative picture of the
components of population change from 2001-2014 as part of the process of producing its
own population projections (see Chapter 6 for more details). These are shown in Figure
5.2b. If the other change highlighted by ONS is treated as international migration, the
picture as presented by GLA is broadly similar, suggesting that the pattern of change
identified is accurate.
5.6
The components of change for Hammersmith and Fulham and for Westminster can
also be compared with RBKC. The scale of natural population growth in both boroughs is
about 1.5 times greater than in RBKC, but net outward migration to other parts of the UK is
similar, averaging around 1,800 per annum. The greatest divergence occurs within net
international in migration, which in RBKC averages 100 over the whole 2001-2014 period (if
other change is added in), but is higher for Hammersmith and Fulham (about 1,200 per
annum) and much higher for Westminster (about 2,300 per annum). So although
Hammersmith and Fulham is of broadly similar size to RBKC, the level of ‘churn’ in
population terms is much greater, as it is in Westminster where the population is also
considerably larger. Compared to these two authorities RBKC is quite stable in terms of the
components of population change.
Figure 5.2a Components of population change 2001-2014: ONS mid-year estimates
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Figure 5.2b Components of population change 2001-2014: GLA
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Figure 5.3a ONS MYE Components of population change 2001-2014: Hammersmith and Fulham
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Figure 5.3b ONS MYE Components of population change 2001-2014: Westminster
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Migration
5.7
Table 5.2 shows the main sources of internal migration from within the UK and the
main destinations within the UK for migrants from RBKC. The table also shows this data for
Hammersmith and Fulham and Westminster/City of London29. For RBKC, the main flows out
are to Hammersmith and Fulham and Westminster/City of London, with Wandsworth
trailing well behind. Exactly the same picture applies to moves into the Borough. The picture
for Hammersmith and Fulham differs, with Wandsworth and Ealing the main outflow
destinations, followed by RBKC, although RBKC provides the largest supply of in migrants.
RBKC is the most important destination for movers from Westminster/City of London,
followed by Camden and then Hammersmith and Fulham, with a similar picture for moves
into the Borough.

Table 5.2 Internal migration
From

Hammersmith and
Fulham

RBKC

Westminster and City of
London

To
H&F

2608

Westminster / City

Wandsworth

2516

RBKC

2970

2340

Ealing

1938

Camden

2295

Wandsworth

986

RBKC

1606

H&F

2039

Camden

548

Westminster / City

989

Brent

1426

Ealing

530

Hounslow

938

Wandsworth

1121

29

2011 Census migration data is published for Westminster and City of London combined for data
confidentiality reasons.
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To

Hammersmith and
Fulham

RBKC

Westminster and City of
London

From
Westminster / City

2970

H&F

1606

RBKC

2608

RBKC

2340

Westminster / City

2039

Camden

2241

Wandsworth

589

Wandsworth

1558

Islington

1017

Camden

513

Ealing

1353

Brent

1009

Islington

410

Lambeth

643

H&F

989

ONS, 2011 Census Table DC4404EW

Ethnic profile
5.8
The ethnic profile of RBKC differs significantly from the average for England as a
whole with 71% of people of White origin compared to 85% nationally. Amongst non-white
ethnic groups, the largest are Black (7%), other (7%) and mixed (6%). RBKC has a smaller
non-White population than Hammersmith and Fulham or Westminster.
Table 5.3 Ethnic origin, 2011
White

Mixed

Indian

Pakistani/
Bangladeshi

Chinese

Other
Asian

Black

Other

RBKC

71%

6%

2%

1%

3%

5%

7%

H&F

68%

6%

2%

1%

2%

4%

12%

6%

Westminster

62%

5%

3%

4%

3%

5%

8%

11%

England

85%

2%

3%

3%

1%

2%

3%

1%

7%

Source: ONS, 2011 Census, Table QS201EW

Age structure
5.9
In comparison to the national average, RBKC has high proportions of people aged 2544, but fewer children and young people 15-24. The proportion aged 45-54 is similar to the
national average, but there are smaller proportions of people in the Borough in all the older
age groups than the national average. The Borough therefore has a younger age profile
amongst the adult population. Hammersmith and Fulham and Westminster differ from
RBKC in having much larger proportions of people young people aged 15-24, and an even
younger adult population profile overall.
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Figure 5.4 Population age structure 2014
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Working age population
5.10 The size of the working age population is significant as it has a strong influence on
the local economy and on levels of commuting. In many areas of England the ageing of the
population has had the effect of reducing the size of the working age population, but this is
not apparent in RBKC.
5.11 Offsetting changes to the working age population are occurring at the two ends of
the age scale. Increased rates of participation in further and higher education by young
people are reducing supply, but the absence of a formal retirement age for older people and
a tendency for some to seek to remain in employment longer are increasing supply. Benefits
from private and occupational pension schemes are becoming less generous and the State
Pension Age is in the process of changing, with the age at which people become eligible for
the state retirement pension being equalised for men and women at 65 in 2018, increased
for both sexes to 66 by 2020 and raised again to 67 by 2028. At present, a further increase
to 68 is planned for 2044-2046, but this will be reconsidered in a review to be completed by
2017 with every likelihood that the date will be brought forward. These changes are likely to
exert some pressure on older people to remain in work longer, but against this, increasing
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longevity is not always associated with good health, and some employers are still reluctant
to employ or retain older people.
5.12 Figure 5.5 shows the changes in the number of people aged 18-69 in RBKC and in
Hammersmith and Fulham and Westminster, over the 2001-14 period. In RBKC, the working
age population has fallen by 9% over this period, a reduction of 7,000. The proportion of
people in this age band has reduced from 74% to 72%. Hammersmith and Fulham
experienced a 2% increase in the 18-60 population between 2001 and 2014, and this age
group now represents 76% of the population. In Westminster the 18-69 age group remained
static but fell from 77% to 74% as a proportion of the total. In all three Boroughs the 18-69
population forms a substantially larger proportion of the total population than the national
average (61%), reflecting the relatively young age profile in each Borough.
Figure 5.5 Population aged 18-69 2001-2014
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Economic drivers
5.13 As Chapter 4 showed, the level of economic activity among RBKC residents is below
the rate for Inner London and London as a whole, although above that for Westminster. The
proportion of inactive people is therefore higher, but amongst inactive people, RBKC has
more people at home or looking after family and fewer students or long term sick people
than Inner London or London as a whole. Although the number of people in employment
has increased steadily since 2010, the rate of growth has lagged behind that for London as a
whole. Over the 2000-13 period, the number of jobs in RBKC fell by 3% compared to growth
of 16% for London as a whole and 9% for Great Britain. The local economy per se has not
therefore been a major driver of growth in the borough, and its position relative to central
London is more important in economic terms.
Commuting
5.14 Some degree of commuting is a feature of all modern societies and in Britain both
the volume of longer distance travel to work and the distances travelled have been steadily
increasing over time. The position of the HMA within Central London close to the major
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employment centre of Westminster/City of London, and to other important employment
locations such as Heathrow and Gatwick Airports, and its well-developed transport
networks make it inevitable that the area experiences high levels of commuting (Table 5.4).
In 2011, 82% of people living in RBKC who were working commuted to work outside the
Borough. Hammersmith and Fulham had a similarly high proportion. 46% of those living in
Westminster commuted out of the borough, a fairly high figure given the large level of
employment in the area, almost ten times the level in RBKC. In RBKC the proportion
commuting out had increased since 2001 (from 65%). Looking at workers within RBKC, 89%
travelled in from outside, with the equivalent figures of 85% and 95% travelling into
Hammersmith and Fulham, and Westminster/City of London respectively. The proportion
travelling in had risen since 2001 in all three boroughs, although there is only limited scope
for further increase in Westminster. RBKC-based workers had a relatively low average
distance travelled to work (8.7 km) in 2011, below the Inner London average, because of its
proximity to the main central London centre of employment.
Table 5.4 Commuting levels 2001 and 2011
Usual
resident
16+ in
employ
ment

2011
Of
which
working
outside
LA

2001

%
working
outside

%
working
outside

2011
Of
which
living
outside
LA

All 16+
working
in LA

%
workers
living
outside
LA

2001
%
workers
living
outside
LA

RBKC

61829

50865

82%

65%

97921

86957

89%

75%

H&F

81006

64814

80%

68%

106523

90331

85%

73%

Westminster / City

91516

42078

46%

48%

917068

867630

95%

91%

Source: ONS 2011 Census Table WU01UK and 2001 Census UK Travel Flows Data via NOMIS

Households
5.15 Table 5.5 shows changes in the number of households in RBKC and comparators
between 1991 and 2014. Household numbers increased in RBKC by 8,400 (12%) over the
period, on average 400 per annum. This was a lower rate of growth than Hammersmith and
Fulham (16%) or Westminster (26%), and lower than the rates of growth across London
(23%) and England as a whole (19%)
Table 5.5 Number of households and household change 1991-2014
Households (000s)
Change
19912014

% change
19912014

1991

1996

2001

2006

2011

2014

Kensington and Chelsea

69.1

68.8

79.3

80.6

78.3

77.5

8.4

12%

Hammersmith and Fulham

69.6

69.2

75.6

77.4

80.6

80.5

10.8

16%

Westminster

87.8

86.6

100.0

108.3

105.8

110.2

22.4

26%

Inner London

1116.8

1129.8

1236.8

1279.3

1367.8

1436.6

319.8

29%

London

2795.6

2843.5

3036.1

3102.2

3278.4

3435.4

639.7

23%

England

19165.7

19756.0

20522.5

21221.5

22103.9

22718.1

3552.3

19%

Source: CLG 2012-based household projections
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5.16 CLG household projections suggest that average household size in RBKC began to
increase from 1994, reversing previous trends and anticipating the post 2000 increase which
took place more widely. The increase peaked in 2005 and average household size has
subsequently declined again. Westminster followed a similar pattern up to 2005 but average
household size has generally continued to rise so that by 2014 there was a substantial
difference from RBKC. Hammersmith and Fulham has a larger average household size.
Average household size began to rise from 1994 as in the other two Boroughs, but its path
was more volatile. Decline resumed in 2008.
Figure 5.6 Average household size 1991-2014
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Source: CLG 2012-based household projections

5.17 The profile of households by size in 2011 is shown in Table 5.6. 47% of households in
RBKC were made up of one person living alone, more than one and a half times the national
average of 30%. A further 29% consisted of only two household members. At the other end
of the scale on 5% had 5 or more members. Westminster has a very similar size profile.
Hammersmith and Fulham has fewer one person households (37%), although still well
above the national average. None of the three boroughs have a household size profile close
to the London-wide average, which has fewer one person households and more large
households (4 or more members).
Table 5.6 Household size profile
No of persons in household
1

2

3

4

5

6+

Kensington and Chelsea

46.5%

29.1%

11.3%

8.1%

3.5%

1.6%

Hammersmith and Fulham

37.4%

29.8%

14.7%

11.2%

4.3%

2.6%

Westminster

45.3%

29.6%

11.8%

7.8%

3.4%

2.0%

London

31.6%

29.0%

16.1%

13.5%

6.0%

3.9%

England

30.2%

34.2%

15.6%

13.0%

4.7%

2.4%

Source: ONS, 2011 Census Table DC4404EW
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Household composition
5.18 2011 Census data provides the most up to date profile of households by type (Table
5.7). The high proportion of one person households in RBKC was split between people aged
under 65 (36%) and those aged 65 or more (11%). Westminster was similar. A further 3% of
households were multi-person with all aged 65 or more (including older couples), so 14% of
all households were exclusively made up of older people, a much lower proportion than
across England (21%). One family couple households with dependent children account for
12% of the total, compared to 19% across England as a whole. A further 3% of households
were one family couples with non-dependent (adult) children, and 16% were couples
without dependent children, with at least one member aged under 65. 5% were lone
parents with dependent children and 3% lone parents with adult children.
5.19 12% of households fell outside any of the previous categories. 1% were all-student
households, but 8% were other multi-adult households. RBKC has double the national
proportion of households of this type, although both Hammersmith and Fulham and
Westminster have larger proportions.
Table 5.7 Household composition

One
person
under
65

One
pers.
65+

One
family,
couple
no
depch

One
family,
Couple
with
depch

One
family,
couple
all
child
nondep

Lone
parent
no
depch

Lone
parent
with
depch

Other
type,
all
student

Other
type
with
depch

One
family
or
other,
all 65+

Other
complex

RBKC

36.0%

10.5%

15.5%

12.0%

2.6%

3.4%

4.9%

1.1%

2.6%

3.1%

8.5%

H&F

28.7%

8.8%

14.7%

12.8%

2.7%

3.9%

7.2%

1.4%

3.0%

2.3%

14.6%

Westminster

34.8%

10.4%

15.4%

11.0%

2.5%

3.3%

5.7%

1.2%

2.4%

2.8%

10.4%

London

21.7%

9.4%

13.6%

17.5%

5.1%

4.1%

8.4%

0.7%

4.5%

5.8%

9.2%

England

17.9%

12.4%

17.6%

19.3%

6.1%

3.5%

7.1%

0.6%

2.6%

8.4%

4.5%

Source: ONS, 2011 Census, Table KS105EW. Note: depch= dependent child(ren)
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Chapter 6 Population and household projections
Key messages
This chapter considers the overall objective need for housing in RBKC following CLG Planning
Practice Guidance (PPG) and taking account of the London Plan 2015. PPG indicates that official
projections of population and households should be the starting point. The most recent official
household projections produced by CLG are the 2012-based projections, which cover the period
from 2012 to 2037.
RBKC is projected to experience population growth of 6% (just over 10,000 persons) over the 25 year
period of the projections, a lower rate than Hammersmith and Fulham or Westminster, and a much
lower rate than London as whole or England, although the 2014 mid-year estimate of population
produced by ONS suggests that RBKC may recently have grown faster than the projections indicate.
The projections assume natural growth of 1,400 in 2013, declining to around 700 per annum by
2037. In the early years of the projections, there is net internal out-migration (to the rest of the UK)
but later in the period this is assumed to reverse. International migration is projected to remain
negative (net loss of about 800 pa) throughout the period.
The main projected change in age structure is a decline in the proportion of people in age groups
under 65 and an increase in the older population, with the share of those aged 65 and over
increasing from 14% in 2012 to 23% in 2037. This ageing process is of course common to many
areas.
The number of people in the 18-69 age band is projected to fall by over 3,000 people up to 2037, a
reduction of 3%. This has implications for the future labour supply in RBKC, unless there is an
increase in participation by older people in the workforce.
RBKC is projected to experience an increase in household numbers over the 2012-37 period of
around 6,200 households or 8%. This is considerably below the national average (24%), the London
and Inner London averages (40% and 38% respectively), and the projected levels of growth in
Hammersmith and Fulham (14%) and Westminster (29%). The annual growth increment for RBKC is
285 over the twenty year period 2015-2035.
The Greater London Authority produces annually-updated trend-based population and household
projections covering Greater London. The 2013 Greater London SHMA, and the subsequent Further
Alterations to the London Plan make a case for using the GLA projections for London instead of
those prepared by CLG, and the Inspector who conducted the Examination in Public for the FALP
accepted this argument. GLA projections have proved more accurate than ONS projections to date.
The GLA have produced two variant population projections, the short-term migration scenario
which based migration flows on estimates of migration over the period mid-2009 to mid-2013 and
the long-term migration scenario which based its assumptions on migration estimates for the period
mid-2001 to mid-2013. GLA considers that the latter is likely to provide more realistic results over
the longer term.
GLA have prepared household projections from each set of population projections. Their short-term
migration scenario produces household numbers slightly above those of the CLG 2012-based
64

projections, whilst the longer-term migration scenario produces a significantly higher number of
households (89,034 by 2035, an increase of 9,950 between 2015 and 2035).
We cannot conclude definitively that any of these scenarios is ‘correct’, as they are projections
reflecting different underlying assumptions.
In addition to demographic trends, PPG recommends the consideration of the implications of
economic forecasts and especially projections of employment growth when considering the
objective need for housing. Using the most recent GLA forecast, updated in 2015, we constructed
three scenarios to demonstrate the impact of changes in age structure, participation rates and
commuting on the balance between projected employment and population in RBKC. The process of
population ageing has an important impact on the supply of labour, reducing it by some 9,000 over
the 2015-2035 period. This will be mitigated if there are increases in rates of economic activity
within the Borough amongst older people. A relatively slight increase in in-commuting would
eliminate any shortfall in supply. Overall, there is no strong evidence to suggest the need for any
substantial increase in OAN for housing as a result of projected employment change.
In May 2015 the Major of London published Draft Interim Housing Supplementary Planning
Guidance which also includes advice on local and sub-regional housing needs assessments within
London. Annex 2 of the Guidance provides additional useful data which can be taken into account in
looking at the OAN for RBKC.
To determine the OAN for the Borough over the period 2015-35, the current backlog of need was
firstly identified. This was made up of concealed and homeless households generating the need for
additional dwellings, and totalled 786 households in 2015. The second element of OAN is need
arising through future net household growth. We consider that the GLA long-term migration
scenario household forecast provides the most realistic estimate of future household growth in
RBKC. This showed an increase of 9,950 households over the period 2015-2035.
An allowance for vacant dwellings (2.6%) and second homes (5%) must be added to the future
dwelling requirement to allow for household mobility and to reflect the high level of existing second
home ownership in the Borough.
This indicates an OAN of 11,491 dwellings over the 2015-2035 period, or 575 dwellings per annum.
The alternative lower estimate derived from the GLA short-term migration scenario is 8,364 (418
dwellings per annum). The CLG 2012-based household projections produce an equivalent estimate
of 6,944 dwellings (347 per annum). In order to take some account of possible shortfall in labour
supply against future employment growth, it is suggested that the highest of these estimates should
be accepted as representative of the OAN.
In terms of dwelling size requirements, the existing stock is significantly under-occupied and a better
fit with the bedroom standard would be to require new supply to be mainly smaller dwellings, but in
practice the standard plays no part in determining occupancy rates in the private sector. However, in
RBKC, high housing costs will create pressures towards higher occupancy rates. Looking at future
household composition suggests that relatively little change from the present pattern of dwelling
sizes will be required. Just over 50% of additional dwellings should be smaller units (1-2 bedrooms)
and just under 50% larger units (3-4+ bedrooms).
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6.1
This section estimates the objectively assessed need (OAN) for housing in RBKC. Producing
an objective assessment of housing need requires the development of estimates of the future
number of households. CLG Planning Practice Guidance is clear that official population and
household projections should be the starting point for this exercise30.
6.2
The most recent official household projections produced by CLG are the 2012-based
projections, which make use of the official ONS 2012-based sub-national population projections31.
The methodologies for these two sets of projections are described more fully in the documentation
which accompanies them. The 2012-based projections replaced the previous 2010-based
projections, and a set of interim 2011-based projections. The former used assumptions which
predated the 2011 Census results and the latter made only partial use of these results. The 2012based projections represent a full update of sub-national population projections based on the latest
data including the 2011 Census and so at the time of writing provide the most recent and up to date
set of official projections.
6.3
The official projections cover the period from 2012 to 2037. Results are examined for this
whole period, but as with all projections, the degree of uncertainty increases moving forward over
time.
6.4
Official projections are based on recent trends in births, deaths, migration and household
formation rates, projected forward into the future. The projections use a transparent methodology
which is subject to regular review and which uses the most recent data sources available. Data for up
to six preceding years are used to determine trends, so for the 2012-based projections this means
data from 2007 to 2012 were used. As with all projections, their accuracy is determined by the
accuracy of the data sources on which they rely. The most uncertain of these sources are migration
and household formation rates. Fuller discussion of the uncertainties surrounding these inputs can
be found in the official reports on each set of projections. In addition, the projections are based on
past trends and are not forecasts. They do not attempt to predict the impact of future policies,
changing economic circumstances, or other factors. They show the number of households which
would result if previous trends were to continue. Finally, official projections ensure that local
authority level projections are controlled so that they sum, in aggregate, to national projections. The
pattern of recent local trends in demographic and household change is frequently obscured by this
adjustment process. For these reasons, the projections need to be examined carefully to consider
whether they provide the best basis for an objective assessment of future housing need.
Population projections
6.5
Table 6.1 summarises the ONS 2012-based population projections for RBKC (and also shows
results for Hammersmith and Fulham and Westminster for comparative purposes). RBKC is projected
to experience population growth of 6% (just over 10,000 persons) over the 25 year period of the
projections, a lower rate than Hammersmith and Fulham or Westminster, and a much lower rate
than London as whole or England.

30

CLG Planning Practice Guidance, Housing and economic development needs assessments, para 15.
For the 2012-based household projections, see https://www.gov.uk/government/statistical-data-sets/livetables-on-household-projections and onward links. For ONS 2012-based SNPP, see
http://www.ons.gov.uk/ons/rel/snpp/sub-national-population-projections/2012-based-projections/stb-2012based-snpp.html and onward links.
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Table 6.1 ONS, 2012-based sub-national population projections
Local authority

Population
2012

2017

2022

2027

2032

2037

Kensington and Chelsea

155,930

156,118

157,639

159,731

162,640

166,021

Hammersmith and Fulham

179,850

181,210

184,169

186,960

190,966

195,767

Westminster

223,858

238,430

249,609

259,302

268,232

276,809

4,105,600

4,414,200

4,699,800

4,948,400

5,174,500

5,387,600

2032-37

2012-37

London

Local authority

Percentage change
2012-17

2017-22

2022-27

2027-32

Kensington and Chelsea

0%

1%

1%

2%

2%

6%

Hammersmith and Fulham

1%

2%

2%

2%

3%

9%

Westminster

7%

5%

4%

3%

3%

24%

London

8%

6%

5%

5%

4%

31%

England

4%

4%

3%

3%

3%

18%

Source: ONS, 2012-based sub-national population projections

6.6
The separate 2014 mid-year estimate of population produced by ONS32 suggests that the
population of RBKC had grown faster than the 2012-based projections suggest, reaching 156,200 by
that year, around 700 above the projected figure. No firm conclusions can be drawn from such a
short time period, and it should be borne in mind that the mid-year estimates of population are (as
the name indicates) estimates rather than firm counts, which are themselves dependent on the
accuracy of the input data on migration, but this suggests there is a need to monitor growth against
projections.
Components of change
6.7
The components of projected population change in RBKC are shown in Figure 6.1a together
with similar data for Hammersmith and Fulham and Westminster. In RBKC, the projections assume
growth through natural change of 1,400 in 2013, declining to around 700 per annum by 2037. In the
early years of the projections, there is net internal out-migration (to the rest of the UK) but later in
the period this is assumed to reverse with net internal growth. International migration is projected
to remain negative (net loss of about 800 pa) throughout the period. In Hammersmith, the picture is
very similar in terms of the relative contributions of each source to change, although the scale of
natural growth and international out migration are both slightly larger. Westminster differs
significantly, with a higher level of natural growth, consistent gains through migration from abroad
(in excess of 2,500 per annum), and offset by a slightly higher level of internal net out migration.

32

See ONS (2015) Annual Mid-Year Population Estimates, 2014 available at
http://www.ons.gov.uk/ons/rel/pop-estimate/population-estimates-for-uk--england-and-wales--scotland-andnorthern-ireland/mid-2014/stb---mid-2014-uk-population-estimates.html
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Figure 6.1a 2012-based SNPP: components of population change: RBKC
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Figure 6.1b 2012-based SNPP: components of population change: Hammersmith and Fulham
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Figure 6.1c 2012-based SNPP: components of population change: Westminster
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Source: ONS 2102-based sub-national population projections

Age structure
6.8
The projected age structure is shown in Figure 6.2. The main change in age structure
projected for RBKC is a decline in the proportion of people in age groups under 65 and an increase in
the older population, with the share of those aged 65 and over increasing from 14% in 2012 to 23%
in 2037, a rise from 10,900 to 20,000 in absolute terms. This ageing process is of course common to
many areas, but nevertheless it is a significant change. By 2037 there will be a higher proportion of
people aged 65+ in RBKC than London as a whole (17%), and a significantly higher proportion than in
Hammersmith and Fulham (16%) or Westminster (18%)
6.9
All the younger age groups in the chart will make up a smaller share of the total population
in 2037 than in 2012, with the greatest reduction in the 35-64 age group, a fall of five percentage
points. By 2037, 28% of people in RBKC will be aged 15-34 compared to 31% in 2012. RBKC has a
relatively small proportion of children (16% in 2012, compared to 17% for England) and this
differential will continue through the projection period. Hammersmith and Fulham and Westminster
are projected to follow a similar trajectory.
6.10 People aged 18-69 will form the core of the working age population over much of the
projection period, taking account of changes in participation in education and assumed later
retirement. In RBKC the number of people in this age band is projected to fall by over 3,000 people
up to 2037, a reduction of 3%. In contrast, the number in Hammersmith and Fulham is expected to
increase by 6,700 (5%), and in Westminster by 31,200 (19%). This might have implications for the
future labour supply, which are examined further below.
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Figure 6.2 2012-based SNPP: changing age structure
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Source: ONS 2102-based sub-national population projections

Household projections
6.11 Turning to household projections, Figure 6.3 shows projected change in household numbers
over the 2012-2037 period in RBKC using the CLG projections, with Hammersmith and Fulham and
Westminster shown for comparison. Tables 6.2 and 6.3 and Figure 6.4 examine trends in more detail
and provide a comparison with the projections for England as a whole. RBKC is projected to
experience an increase in household numbers over the 2012-2037 period of around 6,200
households or 8%. This is considerably below the national average (24%), the London and Inner
London averages (40% and 38% respectively), and the projected levels of growth in Hammersmith
and Fulham (14%) and Westminster (29%). The annual growth increment for RBKC is 247 across the
whole projection period, and 285 over the twenty year period 2015-2035.
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Figure 6.3 CLG 2012-based Household projections
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Table 6.2 CLG 2012-based household projections
Households (000s)

RBKC

2012
78

Percentage change

2037
84

Per
annum
0.24

201237
8%

201217
0%

201722
1%

202227
2%

202732
2%

203237
2%

H&F

80

91

0.44

14%

2%

3%

3%

3%

3%

Westminster

107

139

1.28

29%

6%

6%

5%

5%

4%

Inner London

1,391

1,922

21.24

38%

8%

7%

7%

6%

5%

London
England

3,330
22,305

4,657
27,548

53.08
209.72

40%
24%

8%
5%

8%
5%

7%
4%

6%
4%

6%
4%

Source: CLG 2012-based household projections

Table 6.3 CLG 2012-based household projections: rates of change

RBKC

Total
change
6183

H&F

11,289

2012-2037
Average
change
247
452

Total
change
-182
643

2012-2015
Average
change
-61
214

Total
change
5697

2015-2035
Average
change
285

9661

483

Westminster

31,543

1,262

3,998

1,333

25,386

1,269

Inner London

530,270

21,211

68,651

22,884

424,799

21,240

London

1,327,648

53,106

161,446

53,815

1,69,488

53,474

England

5,243,510

209,740

635,262

211,754

4,236,172

211,809

Source: CLG 2012-based household projections
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Figure 6.4 CLG 2012-based household projections: annual change
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6.12 Household projections are determined by applying household representative rates (HRRs) to
the projected population. For household projection purposes each household has a single
‘representative’ (formerly referred to as the ‘head of household’). HRRs are the assumed proportion
of people (broken down by age group, gender, marital status and other factors) who will be
household representatives. Applying these rates to all sub-groups in the population and adding the
resulting household numbers together produces an estimate of the number of households. For
example, if the HRR for 25-29 year old married males who ‘represent’ married couple households is
applied to an estimate of 25-29 year old married males, the number of households derived from this
age/gender group may be estimated. HRRs are derived from past Census data and projected forward
on the basis of assumptions about the aspiration and ability of each group in the population to form
a separate household. For some groups such as middle aged and older people, household formation
patterns are relatively stable, as they tend to have established their living arrangements, although
even amongst these groups, higher separation and divorce rates and the formation of new
relationships add a layer of complexity.
6.13 For younger people HRRs are harder to project because their living arrangements are less
settled. For some decades, there was a tendency for HRRs to increase amongst younger people (as a
result of adult children leaving the parental home and living independently – for example as
students) but since the turn of the century, these trends have become less clear. The global financial
crisis of 2007 and subsequent recessions and economic setbacks in the UK economy led to a
reduction or even a reversal in these trends. Housing affordability problems (both in terms of house
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prices and rents relative to incomes) are thought to have suppressed HRRs for some groups even
prior to 2007, leading to the formation of more households made up of groups of unrelated adults
sharing, for example. A key question for household forecasts is whether the trends will resume and
at what rate.
6.14 Changes to the projected number of households can also come about as a result of changes
in the numbers of people in the individual age/gender groups of the population to which the HRRs
are applied. Older people tend to have higher rates (that is they are more likely to be household
representatives) so the fact that more people are living longer reduces the rate of dissolution and
produces an increase in household numbers.
6.15 Examining HRRs for individual groups in the population is complex, but the impact of the
assumptions can be examined (and comparisons can be made between forecasts) by looking at the
resulting average household size (Figure 6.5). RBKC has a relatively small average household size, a
result of the large proportion of single person households in the borough. The average is projected
to fall slowly over the period to 2037. Westminster has a similar average household size, but
Hammersmith and Fulham has a higher average.
Figure 6.5 CLG 2012-based household projections: average household size 2012-2037
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Other demographic scenarios
6.16 The Greater London Authority produces annually-updated trend-based population and
household projections covering Greater London. The 2013 Greater London SHMA, and the
subsequent Further Alterations to the London Plan (FALP), compare the ONS/CLG projections and
GLA projections available at the time the FALP were prepared and make a case for preferring the use
of GLA projections in London. The Inspector who conducted the Examination in Public for the FALP
accepted this conclusion. Both ONS/CLG and GLA projections use the cohort component approach to
population projection, and a similar methodology for household projections, but make different
assumptions relating to the inputs of natural change and migration. Perhaps the most important
difference is that ONS population projections are constrained to match national projections in term
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of births, deaths, the different elements of migration, and the resulting population totals. GLA
projections are not subject to this constraint. More recently, GLA has argued that its own population
projections have, so far, proved more accurate than ONS projections when measured against ONS
mid-year estimates33. The most recent set of GLA projections available (for both population and
households) is the 2014-round34. Two categories of projections were produced for this round: trend
projections based on assumptions relating to births, deaths and migrations; and development-based
projections which are constrained by land availability. The latter are not appropriate for the
estimation of objectively assessed need. The exact nature of the trend-based projections has
evolved from year to year. For 2014, two variants were produced. These used similar assumptions
relating to births and deaths but differed in the assumptions relating to migration.
6.17 The short-term migration scenario based migration flows on estimates of migration over
the period mid-2009 to mid-2013. The long-term migration scenario based its assumptions on
migration estimates for the period mid-2001 to mid-2013. As the name suggests, GLA consider that
the short term-migration projections are best for short term purposes because they consider it
unlikely that the migration patterns shown in 2009-2013 data will persist in the medium to longer
term. Over the longer term GLA considers that the use of migration assumptions based on 20012013 data is likely to provide more realistic results.
6.18 The GLA has prepared household projections from each set of population projections. These
use the same household representative rates, which in turn are based on those in the CLG’s 2012based household projections. Table 6.4 below compares the two sets of GLA projections and those
derived from the ONS 2012-based projections for RBKC for both population and households. GLA’s
short-term migration scenario produces population numbers very similar to those in the ONS 2012based projection, whilst the GLA longer-term migration scenario produces a significantly higher
population.
Table 6.4 Comparison of GLA and ONS population and household projections: RKBC

Population
ONS-2012-based
GLA short-term
GLA long-term
Households
CLG-2012-based
GLA short-term
GLA long-term

2015

2017

2022

2027

2032

2035

Change
2015-35

155600
156311
156311

156100
156206
161154

157600
158300
166072

159700
160612
169982

162600
163048
173482

164600
164542
175416

9000
8231
19105

77449
78112
79084

77642
78688
80409

78588
80601
83418

80197
82629
86027

82065
84347
88085

83145
85155
89034

5696
7043
9950

Sources: GLA London Datastore, ONS 2012-based SNPP, CLG 2012-based household projections

6.19 Looking at the factors leading to these differences in more detail (Table 6.5), the difference
between ONS and the long-term migration GLA projection arises because the former used migration
assumptions based on 2007-12 trends whilst the latter used 2001-2013 trends. Assumptions relating
to natural change and its components are similar for all three projections – the GLA short-term
projection has slightly less natural growth over the whole projection period. On internal (within UK)
33

Mayor of London, Draft Interim Housing Supplementary Planning Guidance, May 2015, para 3.1.7
Full details, including access to current and historical datasets of projections and explanatory reports, are
provided on the GLA website.
34
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migration, ONS assume a small net gain over the whole period but the GLA long-term forecast
projects a substantial loss – accounting for a 22,000 difference, with the short-term GLA projection
between these extremes. The GLA long-term projection assumes a resumption of the long-term
trend for net migration out of RBKC to other areas in the UK, whereas ONS assume a continuation of
the 2008-13 trend when there was net in migration. The GLA long-term projection assumption
appears more realistic. Finally, ONS assumes substantial loss of population due to net international
out migration over the 2012-2037 period (about 19,000 people) whereas the GLA long-term
projection assumes a gain of 15,000. In this respect the GLA long-term projection assumptions
appear more realistic.
6.20 These differences are carried through to the household projections. The GLA long-term
projection indicates total household growth for RBKC over the 2015-2035 period of 9,950 (average
498 per annum) and the short-term projection 7,043 (352 per annum, compared to 5,696 (255 per
annum) from the CLG 2012-based household forecast.
Table 6.5 Comparison of 2012-based ONS population projections and GLA 2014 Round projections
Component
Births

Deaths

Natural change

Internal in migration

Internal out migration

Net internal migration

International in migration

International out migration

Net international migration

Total

Source
ONS
GLA short-term
GLA long-term
ONS
GLA short-term
GLA long-term
ONS
GLA short-term
GLA long-term
ONS
GLA short-term
GLA long-term
ONS
GLA short-term
GLA long-term
ONS
GLA short-term
GLA long-term
ONS
GLA short-term
GLA long-term
ONS
GLA short-term
GLA long-term
ONS
GLA short-term
GLA long-term
ONS
GLA short-term
GLA long-term

Change
2015-2035
42.90
37.44
40.55
21.30
18.87
18.77
21.60
18.58
21.78
263.80
260.72
259.01
257.90
264.69
275.85
5.90
-3.97
-16.84
113.10
117.34
156.19
131.10
122.16
141.92
-18.00
-4.82
14.27
9.50
9.79
19.20

Sources: GLA London Datastore, ONS 2012-based SNPP, CLG 2012-based household projections.

6.21 We cannot conclude that any of these scenarios is ‘correct’, as they are merely projections
reflecting different underlying assumptions. For RBKC, however, the arguments in favour of GLA’s
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forecasts are more persuasive. They have the advantage of being based on London-level trends
without being controlled to national totals, and this seems likely to deliver a more accurate picture.
They also have the advantage of being in conformity with the London Plan, in that they are derived
from similar assumptions to the projections used in the Plan, subject to subsequent updating. We
now turn to assess whether employment projections suggest any modification is required to these
levels of projected household growth.
Employment-led scenarios
6.22 In addition to demographic trends, the national Planning Practice Guidance (PPG)35
recommends the consideration of the implications of economic forecasts and especially projections
of employment growth when considering the objective need for housing. It suggests that ‘plan
makers should make an assessment of the likely growth in job numbers based on past trends and/or
economic forecasts as appropriate and also having regard to the growth of the working age
population’ (paragraph 018).
Demand for labour
6.23 A number of companies produce economic and employment forecasts nationally and for
local areas on a commercial basis. GLA also produces forecasts of employment for London Boroughs
which are published in the London Datastore. For the purposes of this SHMA, it was considered that
the most recent GLA forecast, updated in 2015, would provide a sound basis for examining the
potential implications of employment change in RBKC. Previous GLA forecasts form an input to the
London Plan and this gives the benefit of consistency with the Plan. As with population and
household projections, economic and employment projections involve a range of assumptions and
are subject to a range of uncertainty. The methodology used by GLA in preparing projections is
described fully in a working paper36.
6.24 As Figure 6.6 shows, the number of jobs in RBKC is projected to increase by around 19,000
over the period from 2011-2036 (assuming linear growth since the base year of 2011) after falling
slightly between 2006 and 2011. Over the period 2015-2035, assuming linear growth, the increase is
projected to be 18,500. The figure also shows the projected population aged 18-69 for both the
preferred GLA long-term migration scenario and the ONS 2012-based SNPP. In both cases there is a
gap between the number of jobs and the resident population aged 18-69. In both cases the gap was
18,000 in 2012, widening to 45,000 in 2036 under the ONS 2012-based projection, and 32,000 in
2036 under the GLA long-term migration scenario.

35

CLG Planning Practice Guidance Housing and economic development needs assessments
GLA Economics, Working Paper 67 Updated employment projections for London by sector and trend-based
projections by borough by Melissa Wickham, July2015.
36
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Figure 6.6 Past and projected jobs (employed and self-employed): RBKC
Total borough jobs (000s): employed and self-employed
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Projected jobs
ONS 2012-based SNPP - Population 18-69
GLA long-term migration scenario - Population 18-69

Source: GLA Economics, 2015-based employment projections from London Datastore; ONS 2012-based SNPP

Labour supply
6.25 Estimating the potential supply of labour to meet demand involves examination of the
number of people of working age living within RBKC, to which assumptions must be applied relating
to the proportion who are economically active (in employment or self-employment or seeking
employment), and the proportion who are working. Not all of those working have a place of work
located within the Borough, and of course some of those working in the Borough live outside it. The
most recent comprehensive data on employment and commuting patterns is provided by the 2011
Census. Table 6.6 shows the usually resident population, the population aged 16-74, the number of
people economically active, and the number in employment. Overall, just under 80,000 residents
were in employment, representing around 50% of the Borough population in 2011. The proportion
of economically active people in the Borough who were employed was high (over 90%). The most
significant losses from the potential labour force were people aged 16-74 who were retired,
students, people looking after their home or family, and people who were sick and disabled (about
38,500). A key set of assumptions relate to the extent to which these proportions will remain
constant in the future.
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Table 6.6 Usually resident population and economic activity 2011
Usually resident

158,649

Aged 16-74

126,080

% aged 16-74

79%

Economically active

87,517

% economically active

55%

In employment/self-employed

79,198

% in employment/self-employed

50%

Source 2011 Census Table QS101EW and QS601EW

6.26 Commuting is an important feature of the employment market in RBKC, given its central
London location. Table 6.7 indicates that in 2011, 82,386 people lived in RBKC and were in
employment (in the borough or elsewhere) representing 52% of the usually resident population. Of
these, almost 14,000 worked mainly from home (17%), 5,750 had no fixed workplace (7%), and
almost 11,000 worked in the Borough (13%), but almost two thirds (63%) worked elsewhere.
Conversely, 86,957 people commuted into the Borough. There was therefore a net balance of 35,253
inward commuters, representing 30% of those working in the Borough, or looking at this another
way, 43% of those living in the Borough also worked in the Borough.
6.27 The 2011 Census estimate of the number of people working in RBKC, rounded to 118,000,
compares with an estimate of 134,000 jobs in the Borough derived from GLA employment
projections. This relatively large difference may in part be accounted for by people with more than
one job – for example two part time jobs, or by errors in estimates of the numbers of jobs, or in the
Census data on place of employment. An adjustment of 1.14 is required to align the estimates of
jobs and workers.
Table 6.7 Commuting and place of work

Kensington
and Chelsea

1

2

3

Living
and
working
in
Borough

Living in
Borough
and
working
elsewhere*
(outward
commuters)

No fixed
workplace

10,964

51,704

5,750

4

5

Working
mainly at
home

Living in
Borough
and
working
(1+2+3+
4)

13,968

82,386

6
Working
in
Borough
and
living
elsewhere*
(inward
commuters)
86,957

7

8

Working
in
Borough
(1+3+4+
6)

Net
commuting
into
Borough
(6-2)

117,639

35,253

Source: 2011 Census Table WU01UK. Elsewhere: includes rest of England, Wales, Scotland, Northern Ireland and abroad.

6.28 Table 6.8 compares projected labour demand with labour supply under a range of scenarios
derived from variations in the assumptions described above. All the scenarios use the preferred GLA
long-term migration population projection scenario described above. An initial (Basic) assessment of
the labour supply available in RBKC in the future can be derived by applying the 2011 proportion of
the population in employment, the 2011 commuting rate and the 2011 adjustment between jobs
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and workers to projected population. This suggests a shortfall in the labour supply of about 3,000 in
2015, rising to 8,000 by 2035.
6.29 The second scenario (Age Structure) takes account of projected changes in the composition
of the population in RBKC over the 2015-2035 period. Over this period, the proportion of people
aged 16-74 in the population is expected to fall from 79% to 76%, and other things being equal this
will reduce the capacity of the labour force in the Borough. The assumptions relating to commuting
and the adjustment to align jobs and workers are unchanged. There is a projected shortfall of 10,000
by 2015, increasing to 19,000 by 2035.
6.30 The third scenario (Improving Participation) looks separately at economic activity rates for
the 16-59 and 60-74 age groups. Recent changes in the age at which people become eligible for the
State Retirement Pension, including the alignment of genders and planned future increases in rates
are expected to increase rates of economic activity amongst older people. Other factors such as
reduced returns on annuities and reductions in benefits from pension schemes (arising in part from
increased longevity) may also add to pressures to remain in employment in old age. The economic
activity rate for those aged 60 and over in the Borough in 2011 was high (33%) compared with the
England and Wales average (21%), so the potential for further increase may be limited, but this
scenario assumes an annual increase in the economic activity rate for this age group of 0.05%. This
results in a rate of 37% by 2035. In contrast, the economic activity rate for those aged 16-59 in the
Borough is low (74% compared to 80% nationally). The scenario assumes a small improvement of
0.25% per annum which brings the Borough rate to the 2011 national average by 2035. The
assumptions relating to commuting and the adjustment to align jobs and workers are again
unchanged. This scenario reduces the shortfall in labour supply to 7,000 in 2015 and 6,000 by 2035
as higher economic activity rates kick in.
6.31 The fourth scenario (Increased Commuting) seeks to reflect the reality of steadily increasing
rates of commuting. This assumption has been applied to the Improving Participation scenario
described above. It leads to an increase of about 6,000 commuters and leads to a balance between
demand and supply in 2015, changing to a 2,000 shortfall in jobs by 2035.
6.32 None of these scenarios assumes any change in the employment rate over the 2015-2035
period which in 2011 stood at a high level.
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Table 6.8 Scenarios comparing labour demand and supply
000s
Projected demand
(jobs)
Projected supply (job
capacity from
projected population)
Basic
Shortfall in supply
Age structure

2011

2015

2016

2021

2026

2031

2035

2036

134

138

139

144

149

154

156

157

134

135

135

140

143

146

148

149

0

3

4

4

6

8

8

8

128

128

128

131

134

136

138

138

Shortfall in supply
Improving
participation

5

10

11

13

15

18

19

19

130

131

131

137

142

146

150

151

Shortfall in supply

4

7

8

7

7

8

6

6

136

137

138

144

149

154

158

159

-3

0

1

0

0

0

-1

-2

Increased commuting
Shortfall in supply

Note: 2015 and 2035 estimates are derived by assuming linear growth/change rates

6.33 These scenarios seek to demonstrate the potential impact of changes in age structure,
participation rates and commuting on the balance between projected employment and population
in RBKC. The process of population ageing has the most substantial impact on the supply of labour,
reducing it by some 9,000 over the 2015-2035 period, other assumptions being equal. This will be
mitigated significantly if there are increases in rates of economic activity within the Borough,
especially amongst older people. A relatively slight increase in commuting would also eliminate any
shortfall in supply. Under the least favourable scenario in supply terms, there would be a shortfall of
19,000 against the demand for labour in the Borough, but some increases in economic activity rates
seem likely to take account of changing pension arrangements, and this reduces the shortfall
substantially to a level which cannot be considered significant given the uncertainty inherent in both
employment and population projections. Only a relatively small increase in commuting is required to
eliminate shortfall and in a central London Borough such as RBKC with good public transport
linkages, this would be a likely outcome.
6.34 The additional demand for housing which would arise from any shortfall in labour supply in
the borough will depend on the living arrangements and household composition of those who
migrate into the borough to fill the resulting vacancies. In 2011, the average number of workers per
household resident in the borough was 1.01, a lower number than the national average of 1.09. This
would indicate that almost one additional dwelling is required per worker. However this calculation
is derived from all those currently resident in the borough, which includes many households without
workers such as those where the occupants are fully retired. In practice, the number of dwellings
required would therefore be much lower, as migrants tend to be younger and more likely to share
accommodation with others. High housing costs in RBKC are also likely to lead to pressures to share
accommodation. This suggests the use of a higher occupancy level if any additional dwellings are
required.
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Assessing the impact of increased demand for labour on housing requirements
6.35 Overall, there is no strong evidence to suggest the need for any substantial increase in OAN
for housing as a result of projected employment change, but this discussion of employment
projections suggests that it would be prudent to adopt the higher of the two GLA household
projections discussed above as representing the level of household growth which would be required
to ensure that the supply of labour in the Borough is adequate to cater for projected employment
growth over the 2015-2035 period.
The Mayor’s Draft Interim Housing Supplementary Planning Guidance
6.36 In May 2015 the Mayor of London published Draft Interim Housing Supplementary Planning
Guidance which included advice on local and sub-regional housing needs assessments. Annex 2 of
the Guidance (entitled Borough level indicative need benchmarks, affordability ratios, London Plan
targets and completions) provided four ‘indicative borough level housing need benchmarks and
borough affordability ratios to demonstrate where extra supply may be needed to respond to
market indicators’ (paragraph 3.1.4).
6.37 The guidance stressed that the Annex figures were ‘indicative headline benchmarks’ to
provide context and inform local/sub regional SHMAs, and to support the finer level detail required
at borough level on the tenure, size and type of housing provision. They should be considered in the
context of Policy 3.11 of the London Plan relating to affordable housing targets. The indicators were
not borough level objectively assessed need figures or need targets. However the Annex provides
additional useful data which can be taken into account in looking at the OAN for RBKC.
6.38 Table 6.9 below shows the relevant extract from Annex 2 for RBKC. The three household
projections were discussed above. In addition, GLA have broken down the 2013 SHMA estimate of
local housing need to Borough-level. As some data sources were not available at this level, the result
is an estimate which is as close as practicable. The level of local need identified in using the 2013
SHMA methodology for RBKC is small (105 out of a total for London of 46,885). This is made up of
annual household growth of 34 per annum, backlog need of 61, and an addition to allow for
vacancies and second homes of 10). The annual household growth of 34 per annum (averaged over
the 2011-35 period) is derived from GLA 2013 round household projections and is substantially
below the 2014 projection figures quoted in previous columns, so this estimate of need must be
considered somewhat low. A simple substitution of GLA’s 2014 round long-term migration scenario
annual average would, for example, increase the RBKC need level substantially.
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Table 6.9 Extract from Annex 2, GLA Draft Interim Housing Supplementary Planning Guidance
2015
GLA
Household
Projections
2014
round
Long term
variant

RBKC

500

GLA
Household
Projections
2014
round
Short term
variant

355

DCLG
2012based
projected
annualised
household
growth

Modelled
local housing
need using
2013 SHMA
methodology

285

105

Ratio of
lower
quartile
house
prices to
lower
quartile
earnings,
2013
26.81

2015
London
Plan
minimum
target

733

Average
annual net
completions
(2004-2013)

188

Source: GLA, 2015, Draft Interim Housing Supplementary Planning Guidance, Annex 2

6.39 Para 3.1.5 of the draft Guidance makes the point that population and household projections,
being based on past trends, may under-estimate overall need in boroughs which have had limited
development over recent years, as this may have suppressed actual household growth, diverting it
elsewhere, or leading to higher levels of sharing and household concealment locally. This might lead
to a reduced level of projected growth in the future. This can in part be addressed by taking
identified backlog need into account (see Chapter 8 on the assessment of affordable need). The
possible diversion of need to other areas can be taken into account, as in the London Plan, by setting
housing targets which provide for Boroughs with low household growth to contribute to meeting
needs arising elsewhere. This has been addressed in the London Plan by the minimum target of 733
units per annum for RBKC which is based on supply and exceeds the local estimate of need in GLA
Annex 2, and all three CLG/GLA household projections by a considerable margin. For RBKC this
concern has therefore been addressed.
6.40 The GLA also argue in the same paragraph that the presence of large numbers of vacant or
second homes will have a downward pressure on population projections and that boroughs with
very high house prices may appear to have low backlog need because those on low incomes have
been unable to access housing in these boroughs over a sustained period of time. Both of these
concerns apply to RBKC, but again, the margin between the borough’s London Plan minimum target
and its local need takes this effect (which would be difficult or impossible to quantify) into account.
For these reasons, the information presented in Annex 2 of the Mayor’s Draft Interim SPG does not
provide a case for adding to the OAN for RBKC.
Calculation of Objectively Assessed Need (OAN)
6.41 This section draws on the evidence above to establish the objective need for housing in
RBKC based on the evidence from population, household and employment projections considered
above. Chapter 7 reviews market signals and the case for revising OAN to take account of those
signals. This assessment covers the period 2015-2035.
Backlog of need at 2015
6.42 The first step in the determination of an OAN figure is to identify the backlog of unmet need
at 2015. These are: (i) households unable to find housing at all and deemed to be in need (homeless
households); and (ii) other potential households wishing to live independently but unable to do so
(such as concealed households). Additional supply will be required to house these households. Some
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other groups of households in need such as overcrowded and under-occupying households and
other households living in unsuitable accommodation are not counted as they already occupy
houses and thus do not require provision of an additional dwelling to meet their needs.
6.43 At March 2015, there were 1,793 households accepted by RBKC as homeless and in
accommodation arranged by the borough, although not necessarily within RBKC37. These represent
the backlog of homeless people for whom accommodation has been arranged by the local authority,
not necessarily within the borough. Of these, the majority (1,569) were within private sector
accommodation leased by the authority or leased or managed by a Registered Provider (RP). 109
households were in bed and breakfast accommodation and 115 were within hostels. Overall, 1,234
households were housed in other local authority areas. As a minimum, 224 households were in
temporary accommodation. The remainder were in permanent accommodation, either within RBKC
or elsewhere. Those housed elsewhere might wish to live in RBKC but no estimate is available of the
number of people in this category. The backlog of 224 homeless households in temporary
accommodation thus represents the shortage of housing.
6.44 The most recent data available on concealed households is from the 2011 Census Concealed
families are identified in the 2011 Census as households where there is an additional family living
with a primary family, such as a young couple living with a parent or parents of one member of the
couple. There were 562 concealed families within households in RBKC in 201138. 57% of concealed
households were couples, of which the substantial majority did not have children. 43% were lone
parents with children. The 2011 Census did not ask respondents whether they considered
themselves to be within a concealed household or to have a concealed household living with them.
Concealed households were identified from an analysis of the composition and structure of all
households. The Census did not include single people living with others who wished to live
separately as concealed because information on living preferences was not collected.
6.45

The total of backlog need derived from these estimates is 786.

Newly arising need
6.46 The second element of OAN is need arising through future net household growth. Net
growth is appropriate because households which dissolve will release accommodation for some
newly forming households. For reasons set out above, the GLA long-term migration scenario
household forecast provides the most realistic estimate of future household growth in RBKC. This
showed an increase of 9,950 households over the period 2015-2035. Two other projections, the GLA
short-term migration scenario and CLG 2012-based household projection, produced lower estimates
of household growth (7,043 and 5,696 respectively).
Vacant dwellings and second homes
6.47 As shown in Chapter 4, RBKC has a relatively high proportion of vacant and second home
dwellings. The number of such dwellings is determined through market processes, although local
authorities have policies which seek to bring such dwellings into use. For this reason, it is necessary
to make an addition to the number of dwellings required to meet household growth to allow for a
37

See Detailed local authority homelessness figures, January-March 2015, available at
https://www.gov.uk/government/statistical-data-sets/live-tables-on-homelessness, Section 6
38
ONS, 2011 Census, Table DC1110EWla Concealed family by family type by dependent children in family by
age of Family Reference Person (FRP)
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proportion of these additional dwellings to remain vacant (to facilitate movement within the
dwelling stock) or to become second homes.
6.48

The overall vacancy rate in the dwelling stock in RBKC was 2.6% in 2014.

6.49 The 2011 Census collected data on second home ownership, but this relates to individuals
rather than households. Some 9,303 people resident in England and Wales had a second home in
RBKC in 2011, equivalent to 5.9% of usual residents in the borough. The Council Tax database
(discussed in Chapter 4) shows an even higher rate, with 9.5% properties assessed as second homes.
Looking ahead, we consider that the proportion of new homes which will enter the second homes
sector is likely to be lower, because the increasingly high prices in the borough are likely to deter
potential second home purchasers. The same process may also reduce the level of second home
ownership in the existing stock. The 2011 Census estimate, based on individuals, will also include
some double counting where members of the same household jointly own a second home in the
borough. To take account of these processes, an addition of 3% will be added to new household
formation and backlog need numbers to allow for some new dwellings becoming second homes.
Objectively Assess Need Calculation (OAN)
6.50 Table 6.10 below summarises these estimates. It suggests an OAN of 11,491 dwellings over
the 2015-2035 period, or 575 dwellings per annum. The alternative lower estimate derived from the
GLA short-term migration scenario is 8,364 (418 dwellings per annum). The table also shows the
average of these two scenarios. The CLG 2012-based household projections produce an equivalent
estimate of 6,944 dwellings (347 per annum). In order to take some account of some possible
shortfall in labour supply against future employment growth, it is suggested that the highest of these
estimates should be accepted as representative of the OAN.
Table 6.10 Objective assessment of need derived from projected household growth
GLA Long-term
migration scenario
2015Per
2035
annum

Source of need

Backlog need
New household
formation
Other allowances

Total

GLA short-term
migration scenario
2015Per
2035
annum

Average
20152035

Per
annum

Homeless

224

11

224

11

224

11

Concealed
Net new
households
Allowance for
vacancies
Allowance for
second homes

562

28

562

28

562

28

9,950

498

7,043

352

8,497

425

258

13

182

9

220

11

498

25

352

18

425

21

11,491

575

8,364

418

9,927

496

Source: GLA household projections and Cobweb Consulting modelling

Dwelling size and type and tenure requirements
6.51 The National Planning Policy Framework (NPPF), supported by official guidance, indicates
that a SHMA should also estimate the size, type and tenure requirements for new housing provision.
Chapter 8 considers the need for affordable housing and from this, the required tenure pattern in
RBKC in 2035, together with an indication of the size breakdown of affordable housing. These may
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differ if the requirements of people in affordable need are different from those arising from net new
household growth.
6.52 If actual 2011 occupancy levels within the housing stock in the HMA are compared to a
measure such as the bedroom standard, it is clear that the existing stock is significantly underoccupied. If a better fit with the bedroom standard were to be achieved in the HMA, there would be
an overwhelming requirement for smaller dwellings.
6.53 However this approach is impractical, mainly because the bedroom standard plays no part in
determining occupancy rates in the private sector; they are instead determined by the market.
Households can consume the amount of space which they are able to pay for. In the social rented
sector, the match between actual occupancy and the bedroom standard is often closer, because at
the point when households are allocated a dwelling, they are normally allocated one which matches
their assessed requirement. Even in the social rented sector, however, differences develop over time
as households change size.
6.53 This suggests that existing patterns of occupancy in the private sector should be assumed
going forward, as in the GLA SHMA. However cost concerns play an important part in influencing
household space consumption decisions, especially in London, where affordability is so severely
constrained. Some households do adjust their consumption, for example through the process of
trading down. Over a longer time-scale, the market has also adjusted the housing stock in London to
create smaller units in response to cost pressures, for example through the conversion of single
family houses into flats. Further pressures on households to make adjustments to their consumption
of housing, or adjustments to the existing housing stock, must be expected in the future, given the
intensification of demand and resultant squeeze on affordability. However for the present, existing
patterns of occupancy provide the best overall guide to future requirements.
6.54 To produce estimates of future dwelling size requirements, existing patterns of occupancy
have been broken down by household type: this provides a more detailed picture than profiling the
existing size composition of the stock. Changes in the projected composition of household types can
then be taken into account in determining future size requirements. For example, an increase in the
proportion of one person households would lead, other things being equal, to an increase in the
demand for smaller homes. However, it cannot be assumed that all one person households require
one bedroom. Instead, it is assumed that the current pattern of occupancy by households of this
type will continue into the future. Any anticipated changes can then be taken into account at this
stage.
6.55 Household projections identify 17 different household types, and dwelling size occupancy
levels were examined separately for each of these household types before aggregation into the five
categories shown in Table 6.11, to take account in particular of numbers of dependent children. Data
is not available from the 2011 Census at local level for occupancy rates broken down to this level of
detail, so London level data was obtained from the English Housing Survey, combining the last three
years of data to provide a robust sample. The table shows the breakdown of bedroom requirements
in 2015 (that is, existing occupancy patterns), the breakdown in 2035 assuming that current patterns
continue, but taking account of changes in the composition of households, and the difference
between these. The table also includes estimates of the dwelling size requirement of the current
backlog of households in need, and an allowance for vacant dwellings and second homes.
6.56 For RBKC, the future pattern of requirements shows relatively little change from the present
pattern. It suggests that just over 50% of additional dwellings should be smaller units (1-2 bedrooms)
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and just under 50% larger units (3-4+ bedrooms). Compared to the existing profile, slightly more 4+
bedroom and slightly fewer 1 bedroom units are required.
6.57 It is important to bear in mind that this is a trend projection, which could be affected by a
number of factors. As indicated above, worsening affordability might increase demand for smaller
units. Even with an increase in supply to meet OAN, affordability could worsen if the number of
investors in the market increases, raising the level of competition for housing. In the social rented
sector, measures to reduce housing benefit where households have bedrooms deemed to be in
excess of their requirements may lead to even closer matching of bedroom requirements and actual
occupancy. Conversely the proportion of social rented housing may fall as a result of the extension
of the right to buy and a continuing shortage of funding for new social housing, leading to more
owner occupation of former social rented homes: this would tend to weaken the link between
household size and occupancy levels. At the same time, occupancy levels in the private rented sector
tend to match household size more closely than in the owner occupied sector. In the owner
occupied sector, households generally might wish to occupy dwellings with more bedrooms, more
bathrooms and other facilities, and spaces for home working or other leisure activities, if they can
afford to. Conversely, more old people might seek to downsize to smaller units if purpose built
housing for older people were to become more popular. Lastly, the need in London to make the best
use of land to meet housing need could require the provision of more small units, but this would be
a policy decision. These conflicting trends lead to a very complex picture, which is further
constrained by the fact that the overall size profile of the dwelling stock can change only slowly over
time as a result of new additions and conversions.
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Table 6.11 Existing and projected dwelling size requirements: RBKC
Household type
Bedrooms
occupied and
required

Bedrooms
occupied
2015

Bedrooms
required
2035

Difference
(breakdown
of OAN)

1
2
3
4+
Total
1
2
3
4+
Total
1
2
3
4+
Total

One
person
16644
10544
8073
1616
36878
18143
11221
8429
1686
39478
1499
676
356
70
2600

Couple
without
dependent
children
3044
4690
4456
2133
14323
4074
6278
5964
2855
19171
1030
1587
1508
722
4848

Couple or
lone
parent
with
dependent
children
690
3574
4043
2335
10642
911
4753
5106
2928
13698
221
1180
1063
593
3056

Other with
dependent
children
24
955
2471
2359
5808
31
1246
3316
3239
7831
7
291
845
880
2023

Other
multiadult
382
3261
5024
2766
11433
316
2817
4656
2609
10398
-66
-444
-368
-157
-1036

Total
20784
23024
24067
11209
79084
23475
26314
27471
13316
90575
2691
3290
3404
2107
11491

Percentage
26%
29%
30%
14%
100%
26%
29%
30%
15%
100%
23%
29%
30%
18%
100%

Source: Cobweb Consulting estimates, derived from GLA 2014 round long term migration trend household projection
(households); English Housing Survey 2010-11-2012-13 (occupancy rates); 2011 Census (concealed households); P1E
returns (homelessness by household type).

6.58 Both overcrowding and under occupation are present in the RBKC market, as in most areas.
The level of under occupancy is much greater than overcrowding, and so provides ample potential
for the alleviation of the latter without any additional new housing provision and hence no need for
any addition to OAN. However the continuation of overcrowding problems over time demonstrates
market mechanisms alone will probably not bring this about. As a result, any measures to address
overcrowding will need to be undertaken through the rehousing of those affected in the affordable
housing sector. This in turn will release the units occupied by those who are overcrowded for re-use.
Chapter 8 considers the need for affordable housing generated by overcrowding further.
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Dwelling type
6.59 The current mix of dwellings by size provides some guidance on the required mix in the
future, because there is an obvious link between household size/type and dwelling size, albeit one
which is overlain and blurred by incomes, aspirations and allocation policies. There is no similar
determinant of the demand for dwellings of different types. The current mix of dwellings by type
was considered in Chapter 4 and this reflects a variety of historical factors, mainly pressures for
intensive land use, but also the unique elements of demand which created RBKC’s residential
heritage, followed by pressures leading to sub-division and adaption of some dwellings. Overall, the
proportion of flats is very high and is likely to remain high, but there may be pressures arising from
the global market for housing in the Borough which create demand for other types of housing. They
also reflect high land values, which are likely to continue over the period up to 2035. These
pressures, as much as changing demand, are likely to continue to ensure that apartments and flats
dominate provision in RBKC. Stakeholder interviews reinforce the demand for flats and apartments.
Market signals
6.60 NPPF and Planning Practice Guidance also require the consideration of market signals in the
process of arriving at an objective assessment of need. Chapter 7 now considers market signals and
the need for adjustment to the estimates of OAN in Table 6.10.
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Chapter 7 Market signals
Key messages
Paragraphs 17 and 158 of the NPPF indicate that local plans should take account of market
signals, such as land prices and housing affordability, in addition to household projections
when determining objectively assessed need (OAN).
High land values confirm that RBKC sits at the upper extreme of the housing market.
House prices in RBKC are the highest in Britain by a considerable margin. As a result, it is
highly likely that there will be problems of affordability for households throughout much of
the income spectrum, not merely those on lower incomes. Prices in recent years have risen
extremely sharply relative to regional and national prices. However the volume of sales has
moved in parallel to comparator areas and does not provide any indication that the market
has experienced any atypical pattern of low or high volumes.
It is not therefore surprising that rents are also high to generate the returns which investors
require. The supply of private rented accommodation is relatively large but this does not
seem to have had any downward impact on rent levels.
Affordability ratios comparing lower quartile and median sale prices with lower quartile and
median earnings have increased consistently over the 1997-2013 period in the Borough
from about 2.5 times the national average in 2003 to almost five times that average in 2013.
This is another demonstration that the RBKC market is detached from markets elsewhere
and that the normal relationship between local prices and local incomes is not determining
prices.
This suggests that in RBKC, the level of supply required to achieve a lower ratio would be
very great and far larger than any realistic level of potential supply based on land
availability. This is the most significant issue highlighted by market signals in the HMA. It will
be taken into account when looking at the required breakdown between market housing
and affordable provision in Chapter 8.
In terms of rates of development, a location in Central London ensures that the supply of
developable land for housing will be highly constrained. There is a high degree of
competition for land from a variety of alternative uses. High land values over a long period
have tended to ensure that any available land has already been developed, so new sites are
dependent on redevelopment. In RBKC, a very high proportion of the Borough is subject to
planning controls to preserve the heritage and historic environment, which further
constrains what is possible.
The increased target now enshrined in the London Plan places considerable demands on the
Borough. Limitations on housing supply contribute to high house prices and rents, but in the
Central London context it is impracticable to seek to impact significantly on prices through
additional supply.
Overcrowding and concealment are also considered important market signals.
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Despite high prices and rents, there is less overcrowding in RBKC than neighbouring
authorities, and only marginally more than the England average. The highest level of
overcrowding (one bedroom deficit or greater) is found in the social rented sector (15%).
Conversely, under-occupation was found predominantly in the owner-occupied stock, but in
the private sector this is a matter determined by the market. This market signal is suggesting
that there is a need for more affordable housing in the social rented sector to facilitate
movement within the stock, an increase in the proportion of large units in the private
rented sector, and an increase in the number of smaller units in the owner occupied sector.
The combined impact of increasing house prices, private sector rents, reduction in benefit
entitlement, and constrained wage levels have placed pressures on some families’ ability to
afford to meet their housing needs in RBKC. Although acceptances have dropped in the last
two years, the use of temporary accommodation has not followed suit, and continues to
rise, to a current record level of 1793 households. The substantial majority of these
placements are in private leased accommodation, and many are out of borough. This signals
clearly that the social rented market and the affordable private rented sector are not
capable of addressing the housing requirements of the backlog of homeless acceptances, in
spite of acceptance rates slowing.
Concealed families are families living within another household. In RBKC 1.5% of households
fell into this category in 2011, a lower proportion than for the neighbouring boroughs,
London or England. Most were couple-based families, of whom the substantial majority did
not have children. 43% were lone parent- headed families.
It is clear from this review of market signals that the housing market in the Borough is
unique, with the highest price levels in Britain, and signs that the gap with the rest of
London is widening. Prices are so far detached from local income levels that it is evident
that a significant proportion of the market is being driven by investors not local residents.
This suggests that the demand for housing which is driving price increases is of a nature and
order which is unlikely to respond to any practicable increase in supply.
A further conclusion is that there is a significant need for affordable housing evidenced in
particular by the large numbers of homeless households who are unable to find affordable
housing in the Borough. This suggests that a significant proportion of new housing provision
will be required to meet affordable housing needs.
This is not to suggest that there should be no additional supply in the Borough in response
to market signals, but rather that it is necessary to accept that the level of supply will be
constrained by the availability of sites and that greater importance should be placed on the
affordability of new housing in order to have the maximum impact on need.
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7.1
Paragraphs 17 and 158 of the NPPF indicate that local plans should take account of
market signals, such as land prices and housing affordability, in addition to household
projections. The national Planning Practice Guidance (PPG) indicates that housing needs can
be ‘adjusted to reflect appropriate market signals, as well as other market indicators of the
balance between the demand for and supply of dwellings. Prices or rents rising faster than
the national/local average may well indicate particular market undersupply relative to
demand’39. The indicators referred to are land prices; house prices; rents; affordability; rates
of development and overcrowding, concealed and sharing households, homelessness and
the numbers in temporary accommodation. Indicators should relate to both the price and
the quantity of housing. The PPG indicates that appropriate comparisons are needed to set
market signals in context. This includes examination of longer term trends (both in absolute
levels and rates of change) in the housing market area, nearby areas and nationally.
However, it is not expected that the precise increase in supply required to achieve a given
improvement in an indicator should be calculated.
7.2
In examining market signals we assess trends over as long a period as is practicable
given the available data sources and their frequency (some data for example is only
available from the 2001 and 2011 Censuses).
Land values/prices
7.3
NPPG asks that land value be taken account of as a market signal, in relation to
differential pricing dependent on designation for different use. Commenting on land value
across an HMA is bound to be highly speculative, as values will vary site by site, depending
on a range of factors – remediation, infrastructure provision, labour and material costs,
Section 106 contributions, CIL, the extent of overage, site size, planning policy, to name but
a few. While the cost of land will be the underpinning determinant in the eventual prices for
new-build homes (be they for sale or for social rent), all the factors above will impact on this
bottom line, site by site and development by development.
7.4
However, there are some fairly broad-brush analyses that are relevant, though these
are not always consistent, given that they are based on surveys carried out by residential
research teams in large estate agents.
7.5
In their most recent reports on residential development land (November 2015),
40
Savills noted that London residential land values had remained flat for the last six months,
and that recent government announcements creating uncertainty around Buy to Let and
affordable housing development exacerbated this. Growth had also been limited by
increasing construction costs, scarcity of labour and materials, and fewer bids per site in
parts of the UK.
7.6
Earlier months in 2015 had also been fairly ‘flat’. This followed periods of very strong
increases in 2013 and 2014 (25.8% in the year to March 2014), perhaps reflecting concern
about CIL, construction costs and nervousness around the then-impending election and
subsequent changes in policy. The flattening of prices for residential development land in
39
40

CLG Planning Practice Guidance, Housing and economic development needs assessments, para 19.
http://www.savills.co.uk/research_articles/141280/196761-0
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London is in contrast to that for hotel and office development land, which increased by
around 4% over the six months to March 2015.
7.7
Knight Frank also noted that for Q 3 2015 ‘In prime central London, land price
growth eased for the third consecutive quarter, underlining the market’s return to more
normal conditions.’41
7.8
Looking specifically at land prices and values in RBKC, according to the Molior
database, the average land price per unit for properties in development is £426,346. These
are reflected in a median price per square foot of £1,097, ranging from £630 (1 bed) to
£2,083 (3 bed).
7.9
When one notes the fact that only 19% of London 2015 residential sales were of
properties whose price psf was over £1,000, we can see this as confirmation of the extreme
end of the market within which RBKC lies.
House Prices
7.10 Chapter 2 set out data on trends in house prices in RBKC. It showed that in 2014 the
median house price in RBKC at almost £1.2 million was the highest in Britain by a
considerable margin. Prices had also risen steeply in recent years compared to the national
average. Over the 2008-14 period, the median price in RBKC had risen by over 72%,
compared to the national average increase of 15%. As a result, it is highly likely that there
will be problems of affordability for households throughout much of the income spectrum,
not merely those on lower incomes. This issue is addressed further below and when
examining the demand for affordable housing in Chapter 8.
7.11 Differentiation in prices is an established feature of the housing market, and it would
be unrealistic to expect to eliminate such differences as a result of changes to supply,
especially in RBKC. Features such as the prosperity of the local economy, transport linkages
to employment centres, the attractiveness of the local environment, local facilities and
amenities, and intangibles such as reputation, create differences in demand which impact
on prices. The key issue is whether there is evidence that prices in the HMA have changed
relative to other areas. Figure 7.1 examines this, looking at prices over the longer term from
1995-2014. This covers the market before the boom of the late 1990s/early 2000s and
through the post-2007 recession and subsequent period. The figure shows the ratio of the
median sale price in RBKC (and Hammersmith and Fulham, Westminster, London and the
South East) to the national median price. This provides a measure of the extent to which
prices in each area have risen at a higher (or lower) rate than the national rate of change. A
consistent pattern emerges. In all of the areas shown, the ratio increased during the late
1990s/early 2000s, then declined as prices elsewhere in Britain also increased, although the
divergence was much greater for the three London boroughs shown than for London as
whole or the South East. After some volatility in 2007-2008, the ratio has again shown a
tendency to increase as prices in the HMA and in London have recovered more rapidly than
those elsewhere in the UK. In RBKC and Westminster the ratio has arguably become
completely detached from the national ratio. For London as a whole, and for the South East,
41

http://content.knightfrank.com/research/161/documents/en/q3-2015-3353.pdf
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the pattern may still be cyclical, although Hammersmith and Fulham prices also show clear
signs of separation. For RBKC, there is a clear indication that prices have risen extremely
sharply relative to regional and national prices.

Ratio of median sale price to median sale price for England and
Wales

Figure 7.1 Ratio of median dwelling sale price to median sale price for England and Wales
1995-2014
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Source: HM Land Registry Price Paid data

Sales Volumes
7.12 Figure 7.2 shows the indexed volume of sales over the 1995-2014 period for RBKC,
Hammersmith and Fulham, Westminster, London, the South East and England and Wales as
a whole. The chart tracks the increase in sales volumes over the 1996-2006 period, the
collapse in the market in 2007-2008 and the partial recovery since then. The pattern is very
similar for all RBKC, the other Boroughs and the comparator areas. Sales volumes in RBKC
and Hammersmith and Fulham lost ground against the national market from about 2000
onwards (in other words property turnover slowed relative to other areas) and RBKC has not
recovered this ground. However the volume of sales has moved in parallel to all the
comparator areas and does not provide any indication that the market has experienced any
atypical pattern.
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Figure 7.2 Indexed volume of sales 1995-2014
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Rents
7.13 There is no equivalent to HM Land Registry as a source of data on rental levels for
private housing, but a number of websites provide information on current rent levels for
local areas and/or publish periodic reports on rent levels, including GLA. Many sites use
electronic methods to gather data on rents sought, rather than on agreed rents as there are
few sources for the latter. The difference may be substantial. Many also focus on London
because of the large private rented market there. Table 7.1 below shows rent data
extracted from one of these sites for areas in Central London42. To set these rents in
context, average rents have been obtained from a second source, Homelet, which published
less detailed local data but provides a time series43.
7.14 Average reported rents are very high throughout the HMA, with the overall average
for the areas in Table 7.1 being £2,550 per calendar month (pcm). Rents are highest in areas
of Westminster and fall slowly westwards. These rents compare with the average UK rent in
the three months to July 2015 of £977pcm reported by Homelet (£1,538 pcm for London
42

The site used is home.co.uk which provides the facility to search for rent data in pre-determined settlements
which are not defined in detail. The site does not provide data at local authority level, and the use of
settlements does not facilitate the extraction of data for rural areas.
43
See homelet.co.uk including links to summary property reports.
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and £761 for the remainder of the UK). Rents in the South East were the next highest after
London. Homelet report that nationally, rents in the three months to July 2015 increased by
12%, a much higher rate than in 2014 (8%) or 2013 (4%), but significant increases were
found in several regions rather than being confined to London/the South East.
7.15 These rents can be compared with data for May 2015 published by the Valuation
Office Agency (VOA) at local authority level. The VOA rent officers collect rents data from
landlords and agents in the course of a range of administrative activities and six-monthly
reports are assembled from this data. Comparisons cannot easily be made due to the
different geographical basis of each table, but the rents published by VOA appear to be
around 10-20% lower, with less steep differentials for larger lettings. In addition, the VOA
data is for local authorities as a whole and so does not pick differences for smaller
neighbourhoods. Rents reported for England as a whole are also significantly lower. GLA
publish a London Rents Map which in December 2015 placed RBKC in the highest rent
category for all types of dwelling. However, they are in this category along with a number
of other boroughs (for example the rent for a 2 bedroom letting was over £350 per week)
and therefore the London Rents Map is not really sufficiently finely grained to illustrate the
extreme nature of rents in RBKC and Westminster. It is not therefore possible to derive
precise rent levels for the borough from this data.
Table 7.1 Median rents, May 2015 by local authority
Median
RBKC
H&F
Westminster
London
South East
England

Room
843
700
858
525
390
347

Studio
1,235
1,040
1,300
850
500
500

1 bed
1,950
1,343
1,950
1,155
625
525

Letting type
2 bed
2,708
1,712
2,708
1,400
780
595

3 bed
5,108
2,383
4,054
1,695
925
675

4+ bed
9,425
4,312
7,800
2,500
1,500
1,175

All
2,275
1,582
2,383
1,350
779
600

Source: Valuation Office Agency Private Rental Market Statistics May 2015

7.16 The Valuation Office Agency is also responsible for setting the local levels which
determine the maximum amounts payable to low income tenants in receipt of housing
benefit (local housing allowance). These are set across Broad Rental Market Areas (BRMAs)
which frequently cover larger areas than local authorities and do not correspond closely
with local authority boundaries. The BRMAs covering RBKC were described in Chapter 2.
Most of the borough is within the larger Central London BRMA, with the remaining part of
the borough, north of Westway, falling within the much larger Inner North London BRMA.
Table 7.2 shows LHA rates for these BRMAs for two bedroom lettings over the 2011-2015
period. Separate rates are set for other sizes and types of letting. These rates are not actual
rents – they represent the VOA estimate of the 30th percentile rent in each BRMA, and are
significantly below the median rates shown in Table 7.1.
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Table 7.2 Local housing allowance rates pcm, 2 bedroom letting

BRMA
Central London
Inner North London

2011
1257
1257

2 Bedroom rate (£)
2012
2013
1257
1284
1257
1284

2014
1301
1301

2015
1314
1314

%
increase
2011-14
5%
5%

Source: Valuation Office Agency. Weekly rates converted to calendar month equivalent

7.17 It is not surprising that rents are high within RBKC. House prices are high and high
rents are necessary to generate the returns which investors require. The supply of private
rented accommodation is relatively large but this does not seem to have any impact on rent
levels. The picture is therefore consistent with that provided by house prices.
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Table 7.3 Private rents in and around RBKC, August 2015
Kensington
Total properties
for rent
Properties for
rent in the last
14 days:
Average
property rents
pcm

South
Kensington

Cromwell
Road

Chelsea

West
Brompton

Belgravia

Knightsbridge

Paddington

Shepherds
Bush

Baron's
Court

Hammersmith

Ladbroke
Grove

Fulham

7,103

7,980

7,762

6,747

3,810

5,079

5,158

6,790

13,757

4,537

2,773

15,292

4,545

1,122

1,200

1,236

981

607

712

652

1,082

2,211

761

461

2,592

707

4,160

5,193

4,105

4,900

3,249

6,003

6,672

3,283

2,976

2,744

2,216

3,053

2,672

2,817

3,250

2,925

3,142

2,275

3,358

3,900

2,383

1,993

1,950

1,603

2,080

1,950

117 days

127 days

117 days

127 days

104 days

130 days

144 days

99 days

100 days

94 days

86 days

96 days

93 days

One bedroom

2,145

2,383

2,167

2,383

1,885

2,405

2,589

1,950

1,842

1,701

1,560

1,842

1,733

Two bedrooms

3,163

3,380

3,250

3,337

2,816

3,683

4,095

2,817

2,708

2,600

2,145

2,687

2,492

Three bedrooms

5,850

7,150

6,088

7,367

5,417

7,778

8,645

4,767

3,900

3,445

2,936

4,008

3,878

Four bedrooms
Five bedrooms

7,800
13,000

10,183
13,000

8,017
12,783

10,812
13,433

6,283
8,667

12,350
15,167

11,917
15,167

6,338
7,063

5,417
8,017

5,417
7,995

3,792
7,501

5,633
7,280

4,333
6,966

Room

1,083

1,105

998

1,083

850

1,009

1,135

957

823

867

810

823

867

Flat

2,817

3,185

2,925

3,033

2,383

3,250

3,878

2,708

2,383

2,275

1,907

2,383

2,145

House

6,912

7,800

7,583

7,800

6,500

7,909

7,800

5,200

4,008

4,333

4,000

4,940

5,417

Median rent pcm
Average Time on
Market (ToM)
Median rent

Source: home.co.uk accessed 31-08-15.
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Affordability
7.18 CLG has published a series of affordability ratios for local authorities in England
covering the period 1997-2013. These compare lower quartile and median sale prices with
lower quartile and median earnings44. Affordability ratios have increased consistently over
the 1997-2013 period for RBKC, Hammersmith and Fulham, Westminster, and Inner London
(Figure 7.3), although many areas experienced a dip in the ratio in 2008-2009 when prices
fell relative to incomes. This differs from the picture for England as a whole, where the ratio
stabilised after 2007-2008.
7.19 Figure 7.4 examines the changing relationship between borough level affordability
and the national average level of affordability. In a context in which affordability has
worsened generally, in RBKC the ratio has increased from about 2.5 times the national
average in 2003 to almost five times that average in 2013. Even in Westminster the ratio is
only about three times the national average, in Hammersmith and Fulham it is just under
two and a half times the average, and for London as a whole one and a half times the
average. This is another demonstration that the RBKC market is detached from markets
elsewhere and that the normal relationship between prices and incomes is not determining
prices. In some areas, affordability problems undoubtedly stem from a shortfall in housing
supply relative to the overall level of demand from investors and owner occupiers, as
recognised by government in its NPPF objective of increasing supply more generally.
However, the evidence suggests that in RBKC, the level of supply required to achieve a lower
ratio would be very great and far larger than any realistic level of potential supply based on
land availability.
7.20 This is the most significant issue highlighted by market signals in the HMA. It will be
taken into account when looking at the required breakdown between market housing and
affordable provision.

44

Earnings data is taken from the Annual Survey of Hours and Earnings published by ONS, and covers
employee jobs excluding self-employed and employees not paid during the survey period. It does not provide
estimates of the incomes of people not in employment, nor of household as distinct from individual earnings.
The ratio derived from this data is therefore best viewed as a relative rather than an absolute indicator of
affordably, enabling examination of changes over time and comparisons between areas.
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Figure 7.3 CLG Affordability ratios 1997-2013
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Figure 7.4 Ratio of affordability level to England average
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Rates of development
7.21 Figure 7.5 shows net additions to the dwelling stock in RBKC over the period 2006-07
to 2013-14 taken from the Council’s Authority Monitoring Reports (AMR). Over this period,
net additional dwellings completed averaged 186 per annum. Average annual approvals
were much higher (622).
7.22 The number of units completed has been well below the number of approvals
throughout the period illustrated. The Council’s most recent AMR indicates that this reflects
the reality that whilst the Council can approve proposals, it has little influence on the
number of units that are actually built, unless it or its partners are developing directly. The
AMR covering the period up to 30 September 2014 reported that 2,532 units were under
construction. The Council considers that the high values of residential development will
ensure that the majority of units approved will ultimately be built.
7.23 The 2008 London Plan set the Borough a completions target of 350 dwellings per
annum, which was increased to 600 units in 2011 and most recently to 733 units per annum
by the FALP in 2015.
7.24 It is in the nature of a location in Central London that the supply of developable land
for housing will be highly constrained. There is a high degree of competition for land from a
variety of alternative uses. High land values over a long period will have tended to ensure
that any available land has already been developed, so new sites are dependent on
redevelopment. In RBKC, a very high proportion of the Borough is subject to planning
controls to preserve the heritage and historic environment, which further constrains what is
possible. Looking ahead at projected future housing supply, the Council’s housing trajectory
includes an average gain of 118 dwellings per annum from vacant dwellings brought back
into use, 130 windfall completions per annum (falling to half this level after 2019), 400-600
dwellings per annum from the implementation of existing permissions (varying from year to
year), and 300-360 from strategic allocations, mainly from one site in Kensal, progress with
which is clearly a crucial element of supply. This leads to 10,750 net additional units over the
period 2009-26 against the then current target of 9,700. The revised target in the London
Plan would add over 1,300 units to this target, necessitating identification of additional
supply. The main period of cumulative shortfall against target is 2012-17, but the increased
target is likely to extend this.
7.25 The increased target now enshrined in the London Plan thus places considerable
new demands on the Borough. There is little doubt that the limitations on housing supply
contribute to high house prices and rents, but in the Central London context it is
impracticable to seek to impact significantly on prices through additional supply.
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Figure 7.5 Net additional dwellings 2006-07 to 2013-14
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Overcrowding and under-occupation
7.26 Linked to the size of the stock available are issues around overcrowding and underoccupation, and (potentially) the capacity of the stock to balance the two phenomena.
Across all tenures there is less overcrowding in RBKC than neighbouring authorities, and
only marginally more than the England average. Census data shows that across RBKC the
highest level of overcrowding (one bedroom deficit or greater) is found in the social rented
sector (15%) (Figure 7.6). Compared to neighbouring authorities, and Inner London as a
whole there is a relatively low level of overcrowding in the private rented sector. In the
owner occupied sector, only 5% of households were overcrowded, on a par with elsewhere
in London.
7.27 Conversely, under-occupation was found predominantly in the owner-occupied stock
(Figure 7.7). This is consistent with the position in most other areas, showing that one of the
prime benefits and incentives for owner-occupation is accessing additional living space.
Over a quarter (28%) of owner occupiers had two or more additional bedrooms beyond the
requirement to be in line with the bedroom standard, compared with 5% (social rented) and
14% (PRS) tenants.
7.28 There was a similar pattern for neighbouring authorities and Inner London as a
whole, although it is noticeable that across England there are higher levels of under-
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occupation across all tenures – reflecting the pressure of demand on the Inner London
housing stock.
Figure 7.6 Overcrowded by 1 or more bedrooms
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England

Figure 7.7 Under-occupied by 2 or more bedrooms
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7.29 Any degree of overcrowding is problematic for those affected, and an increasing
body of evidence is available to demonstrate the adverse impact of over-crowding on
health. In the social rented sector, the presence of overcrowding is an indicator of a
mismatch between the demand for housing of particular sizes and supply, and perhaps of a
general shortfall of affordable housing, as social landlords are unable to adjust occupancy to
improve size match. In the private sector, the market determines occupancy levels, and
overcrowding is an indicator that households are probably unable to afford housing of the
size they require (either to buy or to rent). The large level of under-occupation, especially in
the owner occupied stock, provides the potential for adjustments to eliminate
overcrowding. Some under-occupation may result from a shortfall in suitable or affordable
smaller housing units (as for example when an older household cannot find a suitable
dwelling to trade down to), and this can be addressed by changes to the overall size mix of
the owner occupied stock. In reality though, a high proportion of under-occupation can be
seen as an outcome of consumer choice take in combination with the ability to pay. In
addition, a proportion of under-occupation (and overcrowding) is a temporary
phenomenon, where households have not adjusted to a recent or temporary change in
size/composition. This market signal is therefore suggesting that there is a need for more
affordable housing in the social rented sector to facilitate movement within the stock, an
increase in the proportion of large units in the private rented sector, and an increase in the
number of smaller units in the owner occupied sector.
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Homelessness and temporary accommodation
7.30 In common with most other authorities in London the combined impact of increasing
house prices, private sector rents, reduction in benefit entitlement, and constrained wage
levels have placed pressures on families’ ability to afford to meet their housing needs. The
extreme nature of pricing in the RBKC private sector exacerbates this situation. After a prerecession reduction in the number of statutory homeless households accepted by RBKC
between 2004 and 2008, the succeeding years have seen a steady year on year increase in
acceptances, until 2013-2014, accompanied by increasing numbers of priority need
households housed in temporary accommodation (Figure 7.8). However, although
acceptances have dropped in the last two years, the use of temporary accommodation has
not followed suit, and continues to rise, to a current record level of 1793 households. The
substantial majority of these placements are in private leased accommodation, and many
are out of Borough. This signals clearly that the social rented market and the affordable
private rented sector are not capable of addressing the housing requirements of the backlog
of homeless acceptances, in spite of acceptance rates slowing.
7.31 One additional indicator of this is the use of Bed and Breakfast accommodation for
priority need households, generally considered to be a last resort. In 2006-2007 there were
28 households in B&B accommodation. Since 2011, the numbers have been consistently
over 100 (109 in 2014-15). This indicates that even leasing arrangements with private sector
landlords are not able to keep pace with the demand for temporary accommodation.
7.32 As noted, numbers of acceptances appear to be dropping. However, most
stakeholders and commentators are concerned that this is a temporary lull in demand, and
point to a cluster of negative drivers on the horizon: the roll-out of further welfare reform
measures, especially those that will reduce or remove housing benefit for younger people;
the resurgence of Right to Buy and its proposed extension to housing association properties
leading to a reduction in re-lets; the continued re-focussing of private rented landlords
towards the young professionals market rather than those on lower incomes; and the
longer-term drying up of the supply of new affordable and social rented homes.
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Figure 7.8 Homeless acceptances and temporary accommodation
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Concealed and sharing households
7.33 Concealed families are identified in the 2011 Census as households where there is an
additional family living with the primary family, such as a young couple living with one of
their sets of parents. In RBKC, 1.5% of households fell into this category in 2011, a lower
proportion than for the neighbouring boroughs, London or England. 57% were couplebased families, of whom the substantial majority did not have children. 43% were lone
parent- headed families. Unfortunately, the 2001 Census does not hold comparable data, so
it is difficult to track trends. Table 7.4 details the numbers and percentages.
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Table 7.4 Types of concealed family
RBKC

H&F

W'ster

London

England

Number families
All categories: All families

36,511

41,032

49,839

2,064,263

14,885,145

Concealed family: Total

562

996

881

68,600

275,954

Concealed family: Lone parent family: Total

244

351

356

22,467

100,705

Concealed family: Lone parent family: Dependent children

169

239

235

15,846

78,834

75

112

121

6,621

21,871

Concealed family: Couple family: Total

318

645

525

46,133

175,249

Concealed family: Couple family: No children

Concealed family: Lone parent family: All children non-dependent

235

535

367

31,689

122,951

Concealed family: Couple family: Dependent children

49

71

103

10,623

39,534

Concealed family: Couple family: All children non-dependent

34

39

55

3,821

12,764

35,949

40,036

48,958

1,995,663

14,609,191

Unconcealed family: Total

Percentage families
All categories: All families

100.0%

100.0%

100.0%

100.0%

100.0%

Concealed family: Total

1.5%

2.4%

1.8%

3.3%

1.9%

Concealed family: Lone parent family: Total

0.7%

0.9%

0.7%

1.1%

0.7%

Concealed family: Lone parent family: Dependent children

0.5%

0.6%

0.5%

0.8%

0.5%

Concealed family: Lone parent family: All children non-dependent

0.2%

0.3%

0.2%

0.3%

0.1%

Concealed family: Couple family: Total

0.9%

1.6%

1.1%

2.2%

1.2%

Concealed family: Couple family: No children

0.6%

1.3%

0.7%

1.5%

0.8%

Concealed family: Couple family: Dependent children

0.1%

0.2%

0.2%

0.5%

0.3%

Concealed family: Couple family: All children non-dependent
Unconcealed family: Total

0.1%

0.1%

0.1%

0.2%

0.1%

98.5%

97.6%

98.2%

96.7%

98.1%

Source: Census 2011 DC1100DCla

7.34 One of the features of demographic change noted in other SHMAs has been the
relative increase in the proportion of multi-adult or multi-family households over the intercensus decade 2001 to 2011, and this can be tracked. This data includes single people, as
well as groups of single sharers and other combinations. This is in contrast with the Census
definition of ‘concealed families’ which excludes single people who may want independent
accommodation but be unable to access it. For example, adult children not in partnerships
but still living with their parents would be excluded from the definition of a concealed
household.
7.35 Commentators have speculated that this is evidence of concealed or artificially
constrained households, forced to remain together because of the absence of affordable
options for independent accommodation. Comparing the household composition profiles
for RBKC for 2001 and 2011 (Figure 7.9) we can discern that if anything household
composition change has run counter to this trend, with small reductions in one-person and
‘other’ households, and an increase in family households. There is thus little evidence from
this of an increase in single-person concealed housed in the authority area.
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Figure 7.9 Changes in underlying household composition
60%
50%
40%
30%
20%
10%
0%
One person households

One family households
2001

Other households

2011

Source: Census 2011 KS105EW and Census 2001 KS020

Taking market signals into account in assessing Objectively Assessed Need (OAN)
7.36 The following points emerge from this review of market signals as they impact of the
objective assessment of housing need for RBKC. Firstly, it is clear that the housing market in
the Borough is unique, with the highest price level Britain and signs that the gap between
prices in the borough and the rest of London is widening. Prices are so far detached from
local income levels that it is evident that a significant proportion of the market is being
driven by investors, with evidence that many of these are based outside the UK. This
suggests that the demand for housing which is driving price increases is of a nature and
order which is unlikely to respond to any practicable increase in supply. The second
conclusion from market signals is that there is a significant need for affordable housing
evidenced in particular by the large numbers of homeless households who are unable to
find affordable housing in the Borough. This conclusion suggests that a significant
proportion of new housing provision will be required to meet affordable housing needs.
However this issue will be examined in more detail and in accordance with official guidance
in Chapter 8.
7.37 This is not to suggest that there should be no additional supply in the Borough in
response to market signals, but rather that it is necessary to accept that the level of supply
will be constrained by the availability of sites and that greater importance should be placed
on the type and the affordability of new housing in order to have the maximum impact on
need. The evidence from demographic forecasts is that the likely level of household growth
over the 2015-2035 period will average 498 dwellings per annum, creating an OAN of 575
dwellings per annum if account is taken of second homes and vacant dwellings. This level of
provision will also be sufficient to ensure that any possible shortfall in labour supply is taken
into account. A further addition to new housing provision could be justified on the grounds
that market signals reveal intense pressure in the local market. The addition would not seek
to meet this need, as this is impractical, but to provide greater scope for the provision of
affordable housing.
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7.38 The London Plan requires a minimum level of provision in RBKC of 733 dwellings per
annum to meet strategic housing needs. This represents a margin of 27% in addition to OAN
(575 dwellings per annum) as identified in this report to reflect market signals. This report
suggests that RBKC should plan to achieve the target level of provision.
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Chapter 8 Affordable housing need
Key messages
This diagram summarises the key stages in determining annual requirements for affordable homes
to meet housing need. It takes account of existing supply, and applies an affordability test to
identify those who cannot meet their needs on the open market. All stages are detailed in the
chapter

Existing need

New need

Affordable tenants:
transfers

Backlog

2,401

7,366

Newly forming
households
1,690

Remaining backlog in
private sector: "Net
current need"
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Unable to afford
open market

Number of years to
reduce the backlog

Plus existing hholds
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43

Annual backlog
quota
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"Gross annual need"
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Able to afford open
market housing
425

Introduction
8.1
This chapter concerns the requirement for affordable dwellings within the overall objective
need for housing set out in Chapter 6. The national Planning Practice Guidance (PPG) sets out a
framework for calculating the need for affordable housing, in addition to the objectively obsessed
need (OAN) for all types of housing. This involves adding together the current backlog of unmet need
for affordable housing, and the projected future need for affordable housing, and subtracting the
current supply of affordable housing stock. Cobweb Consulting has developed a spreadsheet-based
model which follows the steps set out in official guidance to produce an assessment of affordable
housing need. The spreadsheet is transparent and set up to facilitate changes in a range of basic
input assumptions and the updating of input sources. More detail on the steps involved in the
calculations is provided in Annex 1.
8.2
The need for affordable housing differs from the overall Objective Need for Housing. The
OAN is an assessment of the amount of additional housing stock required to cater for future
household growth. It is a net addition to the dwelling stock of all tenures. The affordable housing
requirement estimates the total amount of affordable housing required to meet the needs of
households which cannot afford to access market housing. It assesses the ability to afford housing
across all newly-forming households, not simply the net addition to household numbers, adds in any
current backlog, and offsets this against the supply of affordable housing in the current stock to
produce an estimate of how much additional affordable housing is needed. The two estimates are
not directly related, and the need for affordable housing could be met as effectively by the transfer
of existing dwellings from the market (for example, through purchase by the local authority or an RP)
to the affordable sector as by new build.
8.3
The model assumes that all households who cannot afford market housing require
affordable housing. Affordable housing requirements are broken down into three sectors: social
renting, affordable renting and intermediate housing, based on assumptions about threshold costs
which are discussed further below. The model could be adapted to meet any future changes in the
composition of affordable housing, for example by the inclusion of Starter Homes, provided that
appropriate entry cost thresholds could be identified.
8.4
The supply of private rented dwellings is not included within the model as there is no
guarantee that this supply will be allocated to those in affordable need or indeed that it will continue
within the supply, as this is subject to the decisions of individual private landlords. Nor is it
categorised as an element of affordable housing supply in the NPPG. However the potential
contribution of this sector is important as a source of provision for those in affordable housing need,
especially with the assistance of Local Housing Allowance and support through the benefit system,
although this assistance is of course subject to reform at the present time. Its role in meeting
housing need in RBKC is considered further in Chapter 9
8.5
A fundamental building block for the estimates of affordable housing need is data on
household incomes. The starting-point was a methodology used by the GLA that follows an ONS
approach in that it models income against a range of explanatory variables. The data produced by
the GLA provides estimates of mean and median incomes at various spatial scales as a basis for
producing the income distribution estimates required to assess affordable housing need. It is not
practical within the timescale and resources of an SHMA to undertake an elaborate modelling
exercise similar exercise to that carried out by GLA to produce the required data, so instead a
simpler approach has been utilised. The first step was to derive data on the distribution of incomes
from the English Housing Survey (EHS). This provides only regional level data, but has the advantages
that the data provides a distribution of incomes. Three years of data was used aggregated together,
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with incomes re-based to 2012 levels using factors derived from the GLA incomes dataset at London
level. The survey also includes banded data on household savings and data on housing equity. A
separate paper is available on the preparation of these income estimates (see Annex 2).
Backlog need
8.6
The first stage of the calculation of affordable housing need concerns the current unmet
need for affordable housing, or backlog need. The national PPG does not prescribe in detail which
types of need should be included, but the following are generally included:
•

Concealed households – people living within other households who wish to form an
independent household, or who are deemed to need independent accommodation, but who
cannot afford to do so.

•

Households who occupy a dwelling, but where there is a size mismatch between the housing
needed and the actual dwelling. Affordable need assessments focus on households who are
overcrowded when their need for space is assessed against a measure such as the Bedroom
Standard.

•

Homeless households – these are generally considered to be in affordable need as by definition
they cannot meet their need in the market.

8.7
Assessments may also take into account other groups, such as households containing people
with social or physical impairment or other specific needs, living in unsuitable dwellings which
cannot be made suitable in-situ; households which lack basic facilities (e.g. a bathroom or kitchen)
and those in dwellings subject to major disrepair; and households containing people with particular
social needs (e.g. those escaping harassment) which cannot be resolved except through a move.
Sources providing data at local authority level are not available for some of the above categories,
and there may be considerable overlap between them - for example households that are both
overcrowded and in housing that is too expensive for them.
8.8
In addition, some households in affordable need may already be occupying affordable
housing which is not suitable for their needs. In this case, meeting their need will release an
affordable unit which will then be available to meet other needs, and it is important to take this into
account by netting off these households from total backlog need.
In order to provide an assessment of the size breakdown of affordable housing need, the assessment
of backlog need must also be broken down by bedroom requirements.

Concealed households
8.9
Concealed households can include several different categories, including single people,
couples, couples with children, and lone parents. The groups included can vary between data
sources, as discussed in Chapter 6.
8.10 The Census 2011 provides data on the number of ‘concealed families’. Being a
comprehensive headcount of the population the Census is a robust source, although the
measurement was made just over four years ago and is therefore somewhat out of date. The 2011
estimate on concealed families has therefore been adjusted, as suggested in the PPG, on the basis of
trends for London derived from the English Housing Survey.
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8.11 Taking into account changes in the number of concealed families since 2011 using the EHS
data and the London-wide ratio of concealed families to concealed singles, again using the EHS data,
the overall the backlog of concealed households was estimated to be 1,817.
8.12 It is assumed in the model that all concealed households will require affordable housing, as
those who could afford market housing would have already formed independent households. The
division of their requirements within the affordable sector was made on the same basis as that for
newly forming households described further below.
Overcrowding
8.13 The ‘bedroom standard’ is a widely accepted method for calculating overcrowding. This
allocates one bedroom to each couple or lone parent, one to each pair of children under 10, one to
each pair of children of the same sex over 10, with additional bedrooms for individual children over
10 of different sex and for additional adult household members. Census 2011 data allows
households to be classified by occupancy rating which calculated on the basis of the household
composition, number of bedrooms in the household and applying the bedroom standard. This
information is used to provide a measure of overcrowding (i.e. a dwelling is considered to be
overcrowded if it has an occupancy rating of -1 and below). This was the first time the occupancy
rating in the Census has been based on the bedroom standard.
8.14 Census 2011 data indicates that there were 6,554 overcrowded households in RBKC. Of
these 5,649 had an occupancy rating of -1 (one bedroom short) while 895 had an occupancy rating
of -2 (two bedrooms short). After factoring in London-wide trends in overcrowding since 2011 based
on EHS data on the respective occupancy ratings, it is estimated that the total number of
overcrowded households in RBKC is currently 6,115.
8.15 Evidence from the English Housing Survey demonstrates an overlap between overcrowded
and concealed households – if concealed households were to be provided with their own home then
many of the remaining households would no longer be overcrowded. EHS suggests a reduction of
25% which was applied to the overcrowded household category.
8.16 The bedroom requirement of these households was estimated from EHS regional data. Not
all overcrowded households may require affordable housing. The proportions of overcrowded
households able to afford market housing and each type of affordable housing were determined on
the basis of regional EHS estimates of the incomes of overcrowded households; after allowing for
the overlap with concealed households and market affordability, the gross requirement for
affordable housing from overcrowded households is estimated as 5,325.
Homeless households
8.17 The next component of backlog need concerns homeless households in short term
temporary accommodation (Bed and Breakfast, hostels and nightly paid arrangements). Homeless
households in leased accommodation are conservatively excluded, as it could be argued that they
are occupying stock that could be used to resolve their homelessness situation. The source for this
component is local authority P1E returns (homelessness data) administrative data. This showed a
backlog of 224 as at March 2015.
8.18 It is assumed in the model that all these households require affordable housing, with 95%
requiring a social (as distinct from affordable) rent.
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Total backlog need
8.19 Adding the backlog of concealed, overcrowded and homeless households together produces
gross backlog need for affordable housing of 7,366 for RBKC. Some of these households are already
occupying affordable housing units and this would become available if these households were to
have their needs met. These households are in need through overcrowding, and the model assumes
that their needs will be met through transfers within the social rented stock. Deducting these
households creates a net backlog need of 4,965.
8.20 Ideally, backlog need would be met as quickly as possible but official guidance recognises
that it must be dealt with over a period of several years. The appropriate period is not specified, but
in a context of high demand in an area such as RBKC, an extended period is likely to be necessary
and 15 years seems realistic. This fits the current plan period and is broadly consistent with the
approach taken by the London-wide SHMA. The backlog reduction period is taken into account in
arriving at a total annual requirement for affordable housing later in the analysis.
Table 8.1 Net current (backlog) need for affordable housing
Sector

Social rented sector

Affordable rented
sector

Intermediate sector

Bed size

Number

1 bed

443

2 bed

355

3 bed

256

4+ bed

316

Total

1,369

1 bed

398

2 bed

695

3 bed

674

4+ bed

856

Total

2,623

1 bed

191

2 bed

256

3 bed

231

4+ bed

294

Total

973

Total

4,965

Sources: Cobweb Consulting model, derived from data from Census 2011, English Housing Survey 2010/112012/13, Greater London authority income estimates, local authority P1E returns.
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Newly arising need
8.21 The second component of affordable housing need identified in official guidance is newly
arising need. This will be generated in the future by newly forming households unable to afford
access to market housing, and by some existing households whose needs change. The first element
of need arising from newly forming households is estimated from the household projections
examined in Chapter 6. However, unlike the estimate of OAN, which is based on net new household
formation, the estimate of affordable housing need must be derived from gross new household
formation (that is all new household formation without the deduction of households which dissolve).
Affordable housing released by households which dissolve is taken into account later in the
calculation as part of affordable supply. Household projections do not provide the required data
directly, but the model uses an approach to estimating gross new household formation from
published data on future household numbers set out in previous official guidance. The number of
these newly forming households in RBKC over the period 2016-2030 is projected to be 25,350 or
1,690 per annum. The projections are broken down by household type, which provides the basis for
the estimation of their dwelling size requirements.
8.22 In line with official guidance, an estimate is required of the proportion of these households
able to afford market housing and those who cannot. Within the latter category, a breakdown is also
required between those able to afford intermediate housing, affordable rented housing and those
who can only afford social rents. In future years it may become necessary to factor in the
affordability of starter homes, if they are to be incorporated in the ‘family’ of tenures defined by
government as ‘affordable’.
8.23 Following official guidance, market entry price levels were determined from analysis of sale
prices and rents for housing of different sizes. The thresholds were based on the lower quartile cost
of either renting or buying on the open market, whichever was the cheaper, with mortgage costs
converted to monthly costs on the basis of assumptions relating to deposit and interest rates. The
thresholds used are shown in Table 8.2.
Table 8.2 Market threshold prices/rents
Cost
Buying: lower quartile threshold price
1 bed

£ 549,307

2 bed

£ 792,951

3 bed

£1,542,711

4+ bed

£2,447,516

Renting: lower quartile threshold rent per month
1 bed

£1,712

2 bed

£2,383

3 bed

£3,250

4+ bed

£4,333

Sources: Buying – Zoopla sales listings for bed sizes moderated by Land Registry Price Paid data for Jul-Sep
2015; Renting GLA London Rent Map (September 2015)
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8.24 The annual costs are shown in Table 8.3. This shows that the cheaper of the two open
market tenures is renting. Private rented sector (PRS) costs are therefore used to test affordability in
the open market.
Table 8.3 Annual costs of open market tenures
Buying with mortgage
1 bed

£

35,042

2 bed

£

50,585

3 bed

£

98,415

4 bed

£

156,135

1 bed

£

20,544

2 bed

£

28,596

3 bed

£

39,000

4 bed

£

51,996

Private renting

The annual gross incomes needed to access open market housing are shown in the table below.

Table 8.4 Annual gross income needed to access open market housing
Bed size

Income requirement

1 bed

£

68,480

2 bed

£

95,320

3 bed

£

130,000

4 bed

£

173,320

8.25 A key assumption in estimating the proportion of households able to afford each type of
provision is that housing is considered unaffordable to a household if it needs to spend more than
40% of its net income to access it. This is equivalent to approximately 30% of gross income.
8.26 Table 8.5 shows the proportions of market entry thresholds used to determine entry
thresholds for intermediate and affordable rented housing. Intermediate rent levels are based on
the London Mayor’s policy of 80% of market rent for one bed properties and then dropping this
percentage accordingly for the larger units to stay affordable within the Mayor’s income bands for
the respective property sizes. Affordable rent levels were determined by an examination of current
council policies on intermediate and affordable rent levels.
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Table 8.5 Affordability sector thresholds: percentage of market threshold and incomes required
Sector and bed size
Intermediate

Percentage of market
price

Income required to afford (at
30% gross income)

1 bed

80%

£71,000

2 bed

74%

£71,000

3 bed

65%

£85,000

4 bed

49%

£85,000

1 bed

40%

£26,000

2 bed

28%

£28,400

3 bed

21%

£29,100

4 bed

17%

£30,800

Affordable rent

8.27 Following the application of the affordability test 1,265 (75%) of newly forming households
are estimated to be unable to afford open market housing. 534 households (32%) require affordable
rented housing, and 260 (15%) require intermediate housing. The remaining 471 households (28%)
cannot afford any of those options and therefore require social rented housing.
8.28 The second component of newly arising need is derived from existing households who fall
into need. Official guidance does not specify an approach to estimating this element of need. The
approach adopted in the model uses CORE data on lettings in the social rented sector. It identifies
new lettings to existing households falling into need as a result of a change in circumstances such as
eviction, inability to afford mortgage payments or rent. To smooth out annual fluctuations in need,
the number of households affected has been derived from an average of three years data. The
model estimates that 43 existing households will fall into need annually. This excludes all households
falling into need who were previously living in the social rented sector as meeting their needs would
release the dwelling which they were previously occupying. The proportion of households requiring
affordable housing has been derived from estimates of their incomes following the same approach
as for newly arising households, but the majority require affordable housing as would be expected.
8.29 This number is added to the number of newly forming households in need to arrive at a total
figure for annual newly arising need for affordable housing. Table 8.6 summarises the results.
Table 8.6 Newly arising affordable housing need (per annum)
Steps in calculation
Newly forming households

1,690

% unable to afford in open market

75%

Number unable to afford

1,265

Existing households falling into need

43

Total newly arising affordable housing need

1,308

Note: % rounded up
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Total affordable need
8.30 Table 8.7 shows total affordable housing need, including both backlog need and newly
arising need, broken down by type of provision and by bedroom requirement.
8.31 As discussed above, it would not be realistic to add all of the current backlog of need to the
annual total in the first year of the 2015-2030 period, as it would be impractical to seek to meet all
backlog need in a single year. In the model, it is assumed that the backlog of need will be met over a
fifteen year period, so that annual backlog need is 331. Beyond year 2030, the level of overall need
will fall as the backlog will have been eliminated. The table below therefore shows overall affordable
need per annum over the 2015-2030 period.
Table 8.7 Overall annual affordable need by type and bedroom requirement
Sector

Bed size

Social rent

1 bed

404

2 bed

86

3 bed

48

4+ beds

40

Affordable rent

Number

Total

578

1 bed

330

2 bed

177

3 bed

121

4+ beds

Intermediate rent

All affordable sectors

98

Total

726

1 bed

157

2 bed

86

3 bed

49

4+ beds

41

Total

334

1 bed

890

2 bed

350

3 bed

218

4+ beds

179

Total

1,637

Affordable supply
8.32 The next stage in the calculation of affordable housing need requires an estimate of the total
affordable stock available. As with backlog need, there may be some backlog supply. This would
include sources such as affordable dwellings available in 2015 as a result of the completion of
programmes of improvement, and dwellings released as a result of improvements to current
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vacancy rates in affordable housing. As there is no evidence of additional supply from these sources,
backlog supply has been assumed to be zero.
8.33 The main component of supply is annual relets from the existing stock. This has been
calculated in line with official guidance on the basis of past trends - an average of the past three
years supply. In order to ensure that the estimate reflects the longer term supply of stock, first time
lettings of new dwellings are excluded. The estimate is also limited to re-lets to new tenants and
excludes transfer lettings. For the most part this supply consists of general needs lettings but 50% of
longer term supported housing lettings are also included due to the fact that many of these units are
let to households in affordable need. The remaining supported units are excluded from supply on
the grounds that they are let on a temporary basis or are units reserved for older people and/or
specific vulnerable groups.
8.34 CORE is the data source on lettings in the social rented sector is used for these estimates.
Social rent housing and housing let at affordable rents are treated separately in supply.
8.35 This model excludes any assumptions concerning the future pipeline of new-builds. The
rationale for this is that by excluding these assumptions the model provides a clearer picture of the
current situation and thereby serves as a better basis when it comes to formulating appropriate
policy responses and assessing the impacts of development programmes. Committed new build
units currently under construction or about to start construction are also excluded from the supply
calculations.
8.36 A further component of future housing supply is intermediate affordable housing. The model
includes an estimate of the number of homes that come up for re-let or re-sale excluding new build
properties. It is based on an average of data provided by local authorities from the last two years
available currently (2012-13 and 2013-14).
8.37 Any of these elements of affordable housing could experience an increase or reduction as a
result of new additions to the stock or though demolition or sale of social rented homes, or the
disposal of intermediate tenure homes currently occupied by households in need of affordable
housing. If they were of significant scale, such changes would impact on long term relet rates and
should be taken into account in future updates of the model. For example, a substantial increase in
the sale of social rented housing through right to buy would have a longer term (though complex)
downwards impact on re-let supply.
8.38 In addition, such changes need to be taken into account in looking at the future supply of
affordable accommodation to meet backlog and newly arising need, by assessing their profile over
time of any changes and adding them to, or subtracting them from outstanding need at the
appropriate point when they impact on supply.
8.39 Table 8.8 summarises the estimated future annual supply of affordable homes by type,
without pre-supposing any changes brought about by emerging government reforms. We also make
no assumptions about ‘conversion’ rates between social and affordable rents on re-let. Social
rented sector re-lets form the largest source of supply.
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Table 8.8 Future annual supply of affordable homes
Type

Number

Social re-lets

369

Affordable relets

97

Intermediate re-lets/resales
Total annual supply

2
468

Sources: CORE average of annual figures for 2012-13, 2013-14 and 2014-15

Finalising the calculation
8.40 The next stage is to subtract affordable housing supply from affordable need. This results in
an estimate of net annual need for affordable housing in RBKC of 1,171. Table 8.9 summarises each
stage in the development of the model to arrive at this estimate.
Table 8.9 Steps in the calculation of the need for affordable housing
Number
A:Gross backlog need

7,366

B: Affordable stock included in A
Backlog
C: Net current need (A-B)
need
D: Backlog reduction period (Years)

2,401
4,965
15

E: Annual backlog quota (C/D)

New
need

331

F: Newly forming households

1,690

G: % unable to afford market

75%

H: Newly forming hh in need (F*G)

1,265

I: Existing hh falling into need

43

L: Annual newly arising need (H+I)

1,306

M: Total net annual need (E+L)

1,639

Supply N: Annual supply

468

Result O: Net annual need (M-N)

1,170

Note: some figures have been rounded up or down

Figure 8.1 provides a schematic overview of this calculation.
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Figure 8.1 Calculation of the need for affordable housing

Existing need

New need

Affordable tenants:
transfers

Backlog

2,401

7,366

Newly forming
households
1,690

Remaining backlog in
private sector: "Net
current need"
4,965

Unable to afford
open market

Number of years to
reduce the backlog

Plus existing hholds
falling into need

15

43

Annual backlog
quota

Equals annual new ly
arising need

331

1,306

Able to afford open
market housing
425

1,265

"Gross annual need"
1,637

Affordable and IM
relets / resales:
"Annual supply"
468

Net annual need
1,170

Note: some figures have been rounded up or down

Required size and tenure of affordable housing
8.41 In addition to estimating the overall magnitude of housing need the SHMA is also required
to provide evidence about the size and tenure breakdown of affordable housing need, and this has
been taken into account at each stage. The household profile of those in need of affordable housing
was translated into the demand for various sized homes by applying the bedroom standard. As
discussed above, the affordability test applied to households in need provides a breakdown of need
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between social and affordable rented tenures and intermediate housing. These figures are then
compared to the annual supply of affordable housing which is also broken down by size and tenure.
Table 8.10 shows this requirement by type of provision and bedroom requirement. The table shows
a shortfall in provision across all types and bed sizes with the exception of two beds in the social
rented sector.

Table 8.10 Net annual affordable housing requirement (baseline Scenario A)
Sector

Bed size

Number

1 Bed
Social rented
sector

Affordable rented
sector

Intermediate rent
sector

All affordable
sector

155

2 Beds

4

3 Beds

18

4+ Beds

32

Total

209

1 Bed

265

2 Beds

150

3 Beds

117

4+ Beds

97

Total

629

1 Bed

155

2 Beds

86

3 Beds

49

4+ Beds

41

Total

332

1 Bed

575

2 Beds

240

3 Beds

184

4+ Beds

170

Total

1,170

% social/affordable

72%

% intermediate

28%

8.42 The table indicates that around 72% of future annual demand is for housing at affordable
rented sector levels, with 28% for intermediate tenures.
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8.43 Under the assumption that affordable housing need will be able to be met by future new
build supply the outputs shown above can serve as the basis for recommendations regarding the mix
of new affordable housing supply going forward.
Scenarios
8.44 The baseline scenario (A) presented in the preceding sections is based on a policy-led
approach to identifying intermediate and affordable rents. This was necessary in the absence of
available ‘real-world’ data on intermediate rent levels. Under the baseline scenario, intermediate
rent levels are based on the London Mayor’s policy of 80% of market rent for one bed properties and
then dropping this percentage accordingly for the larger units to stay affordable within the Mayor’s
income bands for the respective property sizes. Two alternative scenarios are presented below
based on varying the intermediate rents, which result in different splits in the proportions of social /
affordable housing and intermediate housing requirements.
Scenario B - Lowest intermediate rents
8.45 The Council has recently adopted an Intermediate Rent Setting Policy. Weekly rent charges
are based on 40% of net income levels set at what is affordable for the lowest earnings at various
levels of income bracket with no differentiation on property size/ number of bedrooms. Rent
increases will only occur when the household income moves into the next higher income bracket.
The intermediate rent prices for the first alternative scenario are based on what is affordable for the
lowest levels of income under this policy.
Table 8.11 Scenario B – Lowest intermediate rent levels
Sector and bed size
Intermediate

Percentage of market
price

Income required to afford (at
30% gross income)

1 bed

32%

£21,910

2 bed

34%

£32,410

3 bed

35%

£45,500

4 bed

35%

£60,660

1 bed

40%

£26,000

2 bed

28%

£28,400

3 bed

21%

£29,100

4 bed

17%

£30,800

Affordable rent
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Table 8.12 Scenario B - Net annual affordable housing requirement
Sector

Social rented sector

Affordable rented
sector

Intermediate rent
sector

All affordable sector

Bed size

Number

1 Bed

15

2 Beds

3

3 Beds

56

4+ Beds

72

Total

146

1 Bed

6

2 Beds

35

3 Beds

9

4+ Beds

3

Total

53

1 Bed

554

2 Beds

202

3 Beds

119

4+ Beds

96

Total

971

1 Bed

575

2 Beds

240

3 Beds

184

4+ Beds

171

Total

1,170

% social/affordable

17%

% intermediate

83%

Scenario C - Mid-point intermediate rents
8.46 The intermediate rent prices for the second alternative scenario (C) are based on
intermediate rents which are set at the mid-point between the lowest rents under the Council’s
Intermediate Rent Setting Policy and the maximum rents that would be possible under the London
Mayor’s policy.
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Table 8.13 Scenario C – Mid-point intermediate rent levels
Sector and bed size
Intermediate

Percentage of market
price

Income required to afford (at
30% gross income)

1 bed

67%

£45,890

2 bed

54%

£51,470

3 bed

50%

£65,000

4 bed

50%

£86,660

1 bed

40%

£26,000

2 bed

28%

£28,400

3 bed

21%

£29,100

4 bed

17%

£30,800

Affordable rent

Table 8.14 Scenario C - Net annual affordable housing requirement
Sector

Bed size

Number

1 Bed

Social rented sector

Affordable rented
sector

Intermediate rent )
sector

All affordable sector

153

2 Beds

2

3 Beds

17

4+ Beds

33

Total

205

1 Bed

164

2 Beds

111

3 Beds

95

4+ Beds

81

Total

451

1 Bed

258

2 Beds

127

3 Beds

72

4+ Beds

57

Total

514

1 Bed

575

2 Beds

240

3 Beds

184

125

4+ Beds

171

Total

1,170

% social/affordable

56%

% intermediate

44%

Conclusion
8.47 This chapter has presented the outputs from a model which assesses the requirement for
affordable housing in RBKC, independently calculated using a methodology based on and consistent
with the PPG. The overall net annual need for affordable housing using standards assumptions is
estimated to be 1,170 units per annum, broken down as follows (baseline scenario A):
•

Social rented sector - 209

•

Affordable rented sector - 629

•

Intermediate sector – 332

8.48 The outputs of the model are sensitive to a number of assumptions over inputs and
parameters. For these factors, it is not a case of a right or wrong approach but rather of a choice
following the weighing up of the pros and cons of alternatives. These include the following factors:
•

The backlog reduction period (set at 15 years to coincide with the plan period).

•

Percentage of net household income devoted to housing costs: 40% is used in the model, but a
higher factor may be appropriate. The higher the percentage the lower the level of affordable
need, although the reduction is not pro rata.

•

Whether or not an adjustment should be made to annual supply, in anticipation of a change in
the overall number and composition of lettings due to emerging government reforms.

•

The impact of a change in policy to address overcrowding and under-occupation in the existing
affordable stock.

•

Whether or not to include all longer-term supported housing as well as general needs housing in
the annual supply, and if so, what proportion to include (this is currently set at 50%).

•

Changing the intermediate price threshold relative to the market entry price threshold, thus
making the intermediate sector broader or narrower (as illustrated by the alternative scenarios).

8.49 The council will need to formulate a policy for affordable housing in response to this and
other sources of evidence. Planning Practice Guidance contains the following guidance:
‘The total affordable housing need should then be considered in the context of its likely
delivery as a proportion of mixed market and affordable housing developments, given the
probable percentage of affordable housing to be delivered by market housing led
developments. An increase in the total housing figures included in the local plan should be
considered where it could help deliver the required number of affordable homes’45.

45 Housing and economic development needs assessments, CLG March 2014, Paragraph 029 Reference ID: 2a-

030-20140306
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8.50 It will be noted that these annual affordable housing requirement figures are around twice
as large as the annual figures for Objectively Assessed Need. As discussed in Chapter 6, there is little
relationship between the two figures. The OAN is based on projected net growth in household
numbers, whereas the affordable housing requirement is based on working through the backlog of
existing affordable housing need, as well as managing gross newly arising affordable housing need.
8.51 Finally, we would note that this assessment is being undertaken during a period of
considerable change and uncertainty in the planning, housing, and social security domains.
Continuing welfare reform, the promotion of home ownership and affordable home-ownership,
proposals to alter the pattern of tenure security, and reduced revenue streams will all have a
significant impact, in the short, medium and longer terms on how affordable housing need can be
addressed. The model that we have used will be provided to RBKC under licence to enable them to
continue to adjust assumptions, in the light of policy changes that may be forthcoming.
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Chapter 9 The housing requirements of specific groups
Key points
Older households
• The proportion of population of those aged over 65 will increase from 14% in 2017
to 23% in 2037; the proportion of the very old (85+) will increase the fastest
• The proportion of households with a member aged 65+ will increase by 55% over the
plan period, and the proportion with a member over 85 will more than double
(126% increase)
• Nearly 60% of older people own their homes outright, representing substantial
equity available to help meet future needs
• Three-quarters of older owner-occupiers under-occupy their homes, as do 10% of
older social renters; there is therefore scope to meet need and make more efficient
use of the stock through downsizing
• In terms of supply / demand for additionals specialist housing for older people,
estimates range from an additional 87 to 100 units pa
Households with disabilities and wheelchair requirements
• 12% of RBKC’s population is estimated to have some form of limiting long-term
health problem or disability
• An increase in the number of older people with disabilities, including wheelchair
needs is forecast
• It is estimated (based on modelling) that nearly 300 households lack and need
wheelchair-accessible accommodation
• The effectiveness of the social housing allocations and lettings system in matching
those that need wheelchair-accessible accommodation with the limited supply that
comes through should be considered
Families
• RBKC is forecast to have a reducing proportion of families over the plan period;
where there are dependent children, there tend to be fewer than neighbouring
boroughs
• Multi-generational families (including those with grown up children still living at
home) are most prevalent in the social rented sector
• There are also fewer lone parents, and these tend to be particularly reliant on the
social rented sector
• Nearly two-thirds family households who owner-occupy have at least one spare
bedroom; only 11% social renters have a spare bedroom, and 40% are overcrowded
Students
• Around 32,000 students attend RBKC-based HE establishments; over 13,000
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•
•

•

students live in RBKC; nearly half are overseas students, and a similar proportion
are postgraduates
There has only been very limited increase in the number of purpose-built student
accommodation units granted planning approval between 1999 and 2013 (232 units)
Nearly half the students living in RBKC are in the PRS; given the proportion of
overseas and postgraduate students (who are more likely to be wealthier), they are
likely to be displacing lower income, non-student single people from the PRS
Additionally, a relatively-high proportion of resident students are owner-occupiers,
again signalling higher levels of wealth in this sector

Private rented sector
• The PRS is now the largest single tenure in RBKC (now estimated at 38%)
• It is has a primarily young customer base (47% under 34), though 20% are aged over
50; and it is predominantly made up of single person households (43%)
• Nearly a third of residents are of ‘other White’ ethnicity, likely to be substantially
made up of Western Europeans
• A substantial proportion of residents are in ‘high end’ industries and occupations:
financial, real estate and professional activities, occupying management,
administrative and professional posts
• However, there are groups likely to be less well-off, including lone parents, those in
lower classified jobs, and some older people
• The number of households in the PRS claiming HB has dropped sharply since 2011,
by a third, from 4,085 to 2,725. With the exception of Westminster, this is the
fastest reduction among neighbouring boroughs
• Continuing reforms to the benefits system (including the withdrawal from access to
HB for younger age groups) plus high demand from young professionals who cannot
afford to buy imply that the HB sector will further wither away over time, as
landlords realign their markets to higher earners
• The fact that RBKC has had to rely on out-of-borough PRS placements for temporary
accommodation is a further indication of the ‘high end’ nature of the sector in RBKC
Existing and potential hostel users
• RBKC has around 120 bedspaces in hostels or similar for young vulnerable people,
and another 422 for socially excluded groups. Generally they are focussed on
meeting medium and higher support needs
• In recent years the authority has withdrawn from providing direct access
accommodation for those with lower support needs
• Slightly increasing demand for services and accommodation has been noted, and
this situation is being monitored
• There has been a steady increase over the last eight years in the number of rough
sleepers, and a particularly sharp increase in the number of new rough sleepers; the
numbers of young rough sleepers has also increased
• The state of the private rented market, further welfare reforms particularly affecting
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•

young people, a tighter admissions policy to RBKC’s housing register, and the
broader international political and economic context is likely to make it more
difficult for some groups to access accommodation independently, some of who will
‘tip’ into rough sleeping
RBKC’s plans to provide additional accommodation for those with lower support
needs will help with this, and the authority should continue to carefully monitor
future demand for and need for hostel-like accommodation

Service personnel
• RBKC has revised its allocations policies to admit ex-service personnel on to the
housing register, without having to fulfil the normal residence criteria; they have
also allocated a specific number of points to ex-service personnel;
• There are no indications of significant housing demand from ex-service personnel,
and therefore additional measures do not seem to be required.
• However, we note that some 10% of rough sleepers have spent time in the services,
and RBKC will want to take this into account in planning support and outreach.
People wishing to build their own homes
• RBKC participates in the London-wide Self-Build Register which should record
demand where it exists. There is very little indication of demand from RBKC
residents, but some demand from those who work in RBKC or have family
connections. There is more demand from those who appear to have no connections
with RBKC
• There are no planning barriers in the way of self-build, but the nature of the housing
market and land supply in RBKC makes such development unfeasible
• Exploration of options for the RBKC workers could be considered along with other
policy priorities.

Introduction
9.1
This chapter discusses the housing requirements of some specific groups: older
households, households with disabilities and wheelchair users, families, students, the
private rented sector, existing and potential hostel users, service families and those wishing
to build their own homes.
Older households
9.2
RBKC has undertaken number of studies and developed a number of strategies over
the last several years, assessing the type of older persons’ provision currently available, and
the need to modernise stock and services to meet future needs. The current Older Persons
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Housing Strategy runs from 2010 to 2015, and more recently a strategy to modernise older
persons housing with care has been developed. In particular, the need to remodel or
replace old-style ‘studio’ accommodation for older people, and the development of suitable
alternatives to reduce reliance on residential and nursing care is a priority, as noted in one
report 46
Future service projections for 2030 show increases required for retirement housing units, extra care
sheltered units, extra care specialist dementia units and floating support, which will facilitate a
reduction in residential care and nursing care bedspaces.

9.3
Interviews with stakeholders have also highlighted in particular issues around
remodelling and replacement of obsolescent stock, in the context of the changing
demographics and lifestyles of older people, and the increasing ages to which many are
now living. This section of the SHMA does not seek to replace or give an alternative analysis
to the work already undertaken, but will provide some demographic and stock-related
context and evidence, to assist in the development of future older persons’ housing
strategies, both in terms of the development of specialist accommodation, and in terms of
the prevalence of older people within the general household population.
Population of older persons

9.4
As noted in Chapter 6, over the plan period, RBKC will see an increase in the older
population, with the share of those aged 65 and over increasing from 14% in 2012 to 23% in
2037, a rise from 10,900 to 20,000 in absolute terms. This ageing process is of course
common to many areas, but nevertheless it is a significant change. By 2037 there will be a
higher proportion of people aged 65+ in RBKC than London as a whole (17%), and a
significantly higher proportion than in Hammersmith and Fulham (16%) or Westminster
(18%). This will be complemented by a decrease in the proportion of working age
population, in contrast to the two neighbouring boroughs, which expect an increase. As well
as implications for future labour supply, there will be impacts on how the health, care and
housing support needs of this aging population will be met in an area where the proportion
of local working age population is declining – implying increased numbers of out-of-borough
carers and supporter.
9.5
In terms of the rate of increase, as can be clearly seen from Figure 9.1 the very old
(85+) cohort is increasing at the fastest rate. RBKC has a different profile from its
neighbours, where the fastest rate of growth is in the 75+ category. RBKC’s profile is more
like London, and like England as a whole

46

Modernising older people’s housing and accommodation with care services strategy 2013: adoption of the
strategy: Cabinet Executive decision report, July 2013
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Figure 9.1 Ageing population profile, 2014-2030
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Source: POPPI (Projecting Older People Population Information system)

9.6 Numerically, ONS 2012 base projections forecast that by 2035 there will be increases in
the population of over 65s in RBKC and neighbouring boroughs as follows:
•
•
•

RBKC – increase of 13,000
Hammersmith and Fulham – increase of 10,000
Westminster – increase of 19,000

Households containing older persons

9.7
In terms of the increase in the number of households that will hold this population47,
the figures are shown in Table 9.1, which shows absolute and percentage increase over the
planning period 2014 and 2035, and in Figure 9.2, which shows a slightly longer timescale,
2011 to 2041, derived from the most recent GLA household projections. As in Chapter 6,
we have averaged the short and long-term migration scenarios
Table 9.1 Projections of households aged 65 or over
Increase
2014-35

%
increase
2014-35

2014

2030

2035

RBKC

16,750

23,807

25,938

9,188

55%

Westminster

21,981

34,293

38,665

16,684

76%

H&F

14,448

19,832

22,063

7,615

53%

47

‘Household’ in this sense is any household with at least on member aged 65 or more, or 85 or more, as
appropriate

132

Figure 9.2 Projections of households with at least one member aged 65+, 2011-41
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Source: GLA household projections, 2014 Round average short and long-term migration scenarios

9.8
While the number of 65+ households are projected to increase by roughly half as
many again in RBKC and Hammersmith and Fulham (and by three quarters in Westminster),
the position as regards the oldest sections of the community – those households with a
member aged 85 or more – is projected to more than double in RBKC and Westminster, and
nearly double in Hammersmith and Fulham over the planning period (Table 9.2). In the
longer term, the rate of increase accelerates towards the end of the planning period, before
dropping off again slightly (Figure 9.3)
Table 9.2 Projections of households aged 85 or over
2014

2030

2035

Increase
2014-35

%
increase
2014-35

RBKC

1,997

3,548

4,509

2,512

126%

Westminster

2,998

5,594

7,010

4,012

134%

H&F

1,743

2,805

3,450

1,706

98%

133

Houeholds with 85+ member

Figure 9.3 Projections of households with at least one member aged 85+, 2011-41
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9.9 So the underlying pattern is substantial increases in ‘younger’ elderly households in
RBKC, though at a lower rate than in Westminster, and accelerated increases in the ‘older’
elderly households across the three boroughs (again with Westminster leading the way).
This may be significant – over 85s are most likely to need specialist accommodation (though
traditionally this has been mainly residential or nursing care) and relatively greater growth
in this part of the population may result in a relatively higher need for specialist
accommodation, across all tenures
Size of households with older people
9.10 The Census 2011 holds a certain amount of data on the number of household
members in older person households. Table 9.3 below shows that 10% of all RBKC
households comprised single people aged 65+, and a further 3% were made up of more
than one occupant aged 65 plus (the vast majority of these will be couples, thought the
Census does not differentiate exactly). These figures are slightly higher than neighbouring
boroughs and London as a whole.
Table 9.3 Household type, 2011
One person 65+
RBKC

Two or more,
65+

Other
households

10%

3%

86%

Westminster

8%

3%

89%

H&F

9%

2%

89%

London

10%

0%

90%

England

12%

0%

88%

Source: Census 2011 Table DC 4105EWLa
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Tenure of older households
9.11 We can look further at the current tenure of over 65 households, as this will be an
important indicator of likely ability to meet future housing needs. We can see from Figure
9.4 below that nearly 60% of over 65 households own their homes outright, with a further
7% holding mortgages. Fewer single over 65s (42%) are owner-occupiers, with a similar
proportion social renting, and lower levels of private renting. This compares to the very
different tenure profile of other younger households, shown for comparison. Clearly, for
some of the owner occupiers there will be substantial equity available to help meet future
needs, given house prices in the borough; however there will still be considerable call on
the appropriate housing for lower income groups.
Figure 9.4 Tenure of older households
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Overcrowding and underoccupation
9.12 Another aspect of older people’s ability to meet their housing needs is the degree of
overcrowding or underoccupation that exists. Across all tenure, as can be seen from Figure
9.5, older households are proportionately much more likely than younger households to
have at least one extra bedroom beyond their basic requirements, and in the case of
households with two or more older people (overwhelmingly likely to be couples),
approaching half have two or more bedrooms surplus to basic needs. While of course
there are many reasons that households may want or need spare bedrooms, nonetheless,
these figures have to be considered in the context of owner-occupiers being able to meet
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their needs by downsizing, and for social renters, to understand if there is scope for making
better use of stock
Figure 9.5 Overcrowding and underoccupation among older households
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9.13 Figure 9.6 indicates that over 65s living in the owner-occupied sector having
considerable scope for downsizing, as three-quarters under occupy their homes, half of
these by two bedrooms or more. There is minimal indication of overcrowding. The scope is
reduced in the social rented and private rented sectors, but nonetheless in the social rented
sector, where the local authority will have some degree of control and influence, a third of
older households do under occupy, 10% by two beds or more. As with the owner-occupied
sector, the rented sectors show minimal indication of overcrowding
Figure 9.6 Older households, tenure and occupancy levels
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Supply of older persons’ specialist housing
9.14 When looking at supply of (and demand for) specialist accommodation for older
people, this SHMA restricts itself to the forms of accommodation that would be normally
termed ‘housing’, including sheltered, enhanced sheltered, and extra care. It therefore
excludes accommodation that primarily caters for those with care, nursing and medical
needs – residential and nursing care. It is noted however that the need for residential care
may be reduced if there is provision of appropriate ‘extra care’ sheltered housing.
9.15 Estimating supply is not a very precise science, particularly because of the move away
from standard ‘sheltered’ schemes to more flexible and integrated housing and support
options, as well as the development of extra care schemes that blur the boundaries
between housing and care-based accommodation. There is no official data that summarises
either social or private sector supply. The best source of data is the Elderly Accommodation
Counsel48 statistical base. The associated SHOP (Strategic Housing for Older People Analysis
Tool)49 modelling tool also summarises supply. The other source of supply and demand
data is the GLA-commissioned study to update earlier estimates of housing demand and
supply for older persons, following the availability of Census data50. This modelling is based
on the assumption that 15-20% of over 65 year olds would move if suitable accommodation
existed. As can be seen from table 9.4 below, the figures from the three sources are very
similar
Table 9.4 Current supply of specialist elderly accommodation
Social
rented
sheltered
EAC database
SHOP tool
GLA modelling

Enhanced
sheltered51
1,293

1,301

5
1,380

Extra care

Total

Rented /
affordable

Lease / for
sale

81

1,374

1,294

80

48

1,354

1,226

80

1,380

1,300

80

Sources: EAC database, SHOP tool, GLA/Three Dragons report 2014

48

http://www.eac.org.uk/
http://www.housinglin.org.uk/Topics/browse/HousingExtraCare/ExtraCareStrategy/SHOP/SHOPAT/?
50
Assessing potential demand for older persons housing in London, Three Dragons / Celandine Consulting /
GLA, March 2014, updating The role of the planning system in delivering housing choices for older Londoners,
CCHPR/ Three Dragons/Land Use Consultants / Heriot-Watt/GLA, December 2012
51
‘Enhanced sheltered’ is a term used in Housing LIN publications ‘reflecting additional care and support needs
of older residents in sheltered housing (but not high enough levels to require extra care housing)’
49
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Net demand for older persons’ specialist housing
9.16 The GLA report notes that 8% of households in London aged over 65 live in specialist
accommodation (compared to 9% in England and 12% in Australia and the US). It models
future gross and net demand for older people’s accommodation, using an approach
recommended in ‘Housing for Later Life’52, very similar to the affordable housing needs
methodology used in Chapter 8. For RBKC the modelling results in annual demand 20152025 for additional specialist accommodation for older people as follows:
•
•
•

Private sale: 60 homes pa
Intermediate sale: 20 homes pa
Affordable rent: 20 homes pa

9.17 The SHOP toolkit does not give net annual demand, but takes a ‘snapshot’ based on
2014 patterns, and then estimates of future requirements. The data sources it uses are
similar to those in the GLA model but they use ONS rather than GLA population
projections. It covers a longer time period than the GLA model (2012-2030), and a different
age range (over 75s) so the results are not totally comparable. It shows that currently there
is:
• A 151 surplus of sheltered housing homes (140 rented, 11 leased)
• A 149 shortage of ‘enhanced’ sheltered housing homes
• A 182 shortage of extra care homes
It forecasts that by 2025 overall demand will have increased by 55%. Breaking this down by
type this shows:
Table 9.5 SHOP annual demand forecast
Type of accommodation
Sheltered housing for rent
Sheltered housing for lease / ownership
Enhanced sheltered
Extra care
Total

Additional units pa
2015-2025
60
4
10
13
87

Total additional units
2015-2015
600
40
100
130
870

Source: Housing LIN SHOP toolkit

Households with disabilities and wheelchair requirements
Context
9.18 The Census 2011 indicates that around 12% of RBKC’s population are estimated to
have some form of limiting long-term health problem or disability (LLHPD), and 21% of
52

http://www.ageuk.org.uk/Documents/ENGB/Political/Age%20UK%20ID201813%20Housing%20Later%20Life%20Report%20-%20final.pdf?dtrk=true
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households have at least one member with a LLHPD. The context for understanding the
housing requirements of those with disabilities and in particular wheelchair users is
intrinsically linked to the age of the population. 75% of current wheelchair users are aged
60 or over in England, including 20% who are 85 or over53. As noted above and in chapter
6, as with the rest of the country, numbers of older people are forecast to rise over the
coming years. As figures 9.7 indicates, a steady increase in the number of older people with
mobility-related disabilities is projected. As regards working age people (figure 9.8), while
RBKC’s numbers remain fairly constant over the planning period, it is noticeable that they
run at considerably higher numbers than neighbouring authorities.
Figure 9.7 Older people with mobility-related
severe physical disabilities

Figure 9.8 Working age people with moderate or
disabilities
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There are several other indicators that highlight the housing-related elements of disability:
Council Tax exemptions and disregards
9.19 Households can be exempted from or have a reduced rate of Council Tax for various
degrees and aspects of disability (including having to move into residential care). In total
there are nearly 500 homes that are in this category in RBKC.

53

English Housing Survey 2011 Table A6.11
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Table 9.6 Council tax
Exemption / disregard
Resident in hospital long-term
Resident in care home
Disabled reduction
Total
Source: DCLG Council Tax Base 2014

Number of homes
78
8
408
494

Disability Living Allowance (DLA) and Personal Independence Payment (PIP)
9.20 Though DLA is being phased out and replaced with Personal Independence Payments,
the historic data and trends are useful in tracking changes in numbers and needs and as a
contextual indicator of actual and future potential wheelchair needs across the authorities.
Higher award DLA is paid to people with a physical disability that affects their ability to walk
outdoors and is paid if a person's disability is severe enough for them to have any of the
following walking difficulties:
•
•
•

they are unable or virtually unable to walk
they have no feet or legs
the effort of walking could threaten their life or be likely to lead to a serious
deterioration in their health

9.21 Higher mobility DLA may also be paid to those with a severe learning impairment that
has a physical basis, and those with severe sight impediments, so the figures cannot
automatically be assumed to related to potential wheelchair use. PIP payed at the
Enhanced rate has similar criteria.
9.22 Figure 9.9 tracks the caseload over the last five years, for those of working age and
those of pensionable age. We have limited data for PIP for 2014 and 2015, and this has
been incorporated. It seems clear that figures have remained fairly constant over the
period, with indeed a slight increase in the numbers of working age recipients.
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Figure 9.9 Higher mobility / enhanced DLA and PIP claimants
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Housing register data
9.23 There is data on the Common Housing Register on the requirement for accessible
accommodation, including wheelchair accommodation. All told, 306 (around 12%) of those
on the register have some form of mobility-related requirement
Table 9.7 Housing register and accessibility
Household accessibility category

No. households

Wheelchair accessible throughout
Level Access, wide corridor and doors

%

12

0.5%

40

1.5%

156

5.9%

98

3.7%

No accessibility requirements

2,341

88.4%

Total

2647

100.00%

Minimal steps (up to 6)
Step free

Source: RBKC Common Housing Register, July 2015

Calculating unmet wheelchair-accessible housing need
9.24 The English Housing Survey 2012 estimates that there are 726,000 households where
there are wheelchair users, representing 3.3% of all households. The comparative figures for
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2007 were 587,000 and 2.8%. Work by South Bank University54 re-analysing EHS data has
estimated that nationally around 13% of wheelchair-using households have unmet housing
requirements; this figures rises to 18% in London (the data cannot be disaggregated to a
local authority level).
9.25 Using the more conservative 13% figure, we would estimate that current unmet need
for wheelchair accessible accommodation in RBKC is 293, and is calculated as follows:
Table 9.8 Current unmet wheelchair housing requirements
A All households
(CLG 2012-based)

B Wheelchair needs
(3.3% of A)

C Wheelchair needs households with
unmet needs (13% of B)

77,449

2,256

293

Source: Cobweb Consulting modelling of South Bank University and ONS population data

It can be noted how close this is to the figure of total accessibility requirements on the
housing register. We cannot automatically assume reliability as each figure has a different
basis (e.g. the Housing Register excludes those in the borough less than three years, and
includes many who may not at this stage be fully-wheelchair reliant). Nonetheless, the
closeness of the figures gives some confidence that they are in the right area.
Meeting accessible housing need
9.26 For those without the means to move to appropriate private sector accommodation
or adapt their existing homes to meet wheelchair standards, the principle route into
wheelchair accessible accommodation for those who need it will be through accessing social
housing stock. There is a paucity of data on the amount of wheelchair accessible stock
available. There are at least 142 general needs and 147 supported / sheltered housing units
managed by Registered Providers. Given that the latest data available is from 201155, the
likelihood is that this will be over 150 each by now. There appears to be no equivalent data
available for local authority stock.
9.27 In terms of the use of this stock the fullest indicator of the number of disabledaccessible dwellings coming into use in the social rented sector is the CORE log, which
records both the housing needs of new tenants, and the type of property that was let. This
covers both general needs housing and supported housing. We have only looked at general
and supported housing allocation over the last year (2014-15) but these are some anomalies
that suggest that best use of stock is not always made. We discuss this further below.
9.28 Across 2014-2015, 25 wheelchair accessible dwellings (11 general needs, 14
supported) were let.

54

Mind the Step – an estimation of housing need among wheelchair users in England , Habinteg / South Bank
University 2010
55
This is from the last Regulatory and Statistical Return collected. This information is no longer collected
centrally
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We found that:
•

Of the 11 lettings to wheelchair adapted general needs accommodation, five of
them went to those who had no disability-related housing design or adaptation
requirements Another two went to those with lesser mobility needs, while four
went to those with full wheelchair requirements

•

In the same period, 8 applicants requiring general needs wheelchair access were let
properties that were not wheelchair adapted

•

As regards supported housing lettings, of the 14 lettings into wheelchair
accommodation, five went to those with no disability-related housing requirements,
and the rest to those with lesser mobility needs. In the same period, 15 people with
wheelchair access needs were let homes. One was let a property with aids and
adaptations, while the other 14 were let homes that had not had adaptations, nor
were wheelchair adapted. There were no lettings into wheelchair accessible
accommodation

9.29 There can be a number of reasons for this apparent mismatch:
•

The need to minimise void periods conflicting with the sometimes long periods that
households with wheelchair needs (who may be elderly or with learning difficulties as well)
need to prepare for a move

•

The general inflexibility of the nominations / allocations procedures between local
authorities and housing associations, with the need to fill the void quickly trumping the need
to fill it appropriately

•

Issues around choice and preference – it may be that wheelchair units are not located where
individuals with wheelchair housing needs have their networks of support

•

Unrealistic expectations – it may be that applicants still envisage a ‘bungalow’ type unit as
what they would be offered, whereas it will be more likely that it would be a flat or
maisonette, sometimes lifted and on higher floors

•

‘Pre-emptive’ allocations – allocating a wheelchair accessible home to a household that does
not immediately need it, but is likely to in the foreseeable future

•

Concerns about inaccuracies in the CORE log

Families
9.30 As noted in Chapter 6, the proportion of younger people – including children – is
forecast to decline in the monitoring period, and hence family formation (assuming ‘family’
is equated with the presence of children) will reduce. Chapter 8 also discusses affordable
housing need, in terms of the type and size of future supply needed, which takes into

143

account the needs of future families. Here, therefore, we will solely look at the current
characteristics of family households.
9.31 In terms of the numbers of dependent children, nearly 60% of households have
none, the same as Westminster. Where there are dependent children, there is a slight
tendency to have fewer than neighbouring boroughs. Only 7% households have three or
more children As regards family composition, RBKC has slightly below average numbers of
lone parent families (compared to most neighbours), and slightly higher numbers of couples
Figure 9.10 Households with dependent children by number
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Figure 9.11 Composition of households with dependent children
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9.32 When we look at the tenure of families (Figure 9.12) with dependent children, it is
apparent that lone parents are particularly reliant on the social rented sector, with 63% of
such households as council or housing association tenants. Other households with children
are more balanced between the three tenures, with owner-occupation being the largest
single tenure for both couples with children and other types of household with children (e.g.
multi-generational families). We also show for comparison the tenure breakdown of
households with non-dependent children – that is, grown up sons and daughters who, for
whatever reason, continue to live at home. This is particularly prevalent in the social
rented sector, and is an indicator of the difficulty that those on lower incomes have in
establishing independent households in RBKC.
9.33 Figure 9.13 takes this a stage further, and looks at the relative overcrowding or
underoccupation of family households across the tenures. Nearly two thirds owneroccupier families have at least one spare bedroom beyond their basic needs, and only 10%
are overcrowded. The reverse is true in the social rented sector, where only 11% of families
have surplus bedrooms, and 40% are overcrowded. The PRS falls between these extremes.
Figure 9.12 Tenure of families
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Figure 9.13 Overcrowding and underoccupation among families
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Students
Students attending higher education establishments in RBKC
9.34 RBKC currently houses five Higher Education (HE) universities, or university colleges,
and a major Further Education (FE) college, as well as many smaller colleges, language
schools, business schools and the like. In terms of numbers of students, by far the most
significant is Imperial College, with over 16,000 students. Kensington and Chelsea College,
the principal FE institution, has over 11,000 students, mostly studying for diplomas,
vocational and pre-university qualifications. Including the five universities and colleges, and
Kensington and Chelsea College (but excluding all other establishments), around 32,200
people are studying at RBKC-based institutions
9.35 Although a substantial proportion of UK domiciled students may live at home,
nonetheless, of the students in just the five HE institutions, according to HESA56 data
approaching half (45%) are overseas students. A similarly high proportion are
postgraduates. As noted in various studies (for example Strategic planning issues for
student housing in London, Mayor’s Academic Forum, March 2014), overseas students are
more likely to be able to access more expensive private rented accommodation than their
domestic counterparts; and postgraduates are likely to be older students, with more
likelihood of having partners and families leading to a larger size accommodation
requirement, with the option of house-sharing being less appropriate. Both of these factors
have implications for the housing market, as well as the economic and cultural impact of a
large student population. .

56

Higher Education Statistics Agency: statistics by institution http://www.hesa.ac.uk/content/view/1897/239/
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Student numbers living in RBKC
9.36 Of course, we cannot assume that those who study in RBKC live in the borough; nor
can we assume that all those students who live in the borough study there. Table 9.9 below
shows the number of resident students in RBKC at the time of the Census. It should be
noted that in Census terms, ‘students’ are those in full time education aged 16 plus, so they
will include older school and college students most of whom can be assumed to live at
home, and who comprise 35% student numbers. Only 9% are in halls of residence or
similar. 49% are living in either an ‘all student household’, alone, or in ‘other household
type’, which we are assuming will be predominantly in the private rented sector (the Census
does not provide detailed tenure breakdowns for students).

Table 9.9 Student accommodation types
Accommodation type

All
students

F/t students:
In
employment

F/t students:
Unemployed

F/t students:
Economically
inactive

Living with parents

4,661

636

320

3,705

University halls of residence or similar

903

122

60

721

Other communal establishment

279

46

26

207

Living in all student household

2,619

320

62

2,237

Student living alone

2,347

379

92

1,876

Family household with spouse, partner or children

964

332

45

587

Living in other household type

1,475

359

92

1,024

Total

13,248

2,194

697

10,357

Source: Census 2011 Table LC 6108EW

Student accommodation requirements
9.37 There has been a certain amount of work done on the housing requirements of
students in London. The London Academic Forum, set up by the Mayor to advise on student
housing requirements, predicts an increase in student numbers in Greater London of
between 6,000 and 10,000 per annum until 2025. This averages to around a 2% increase pa,
which would imply, assuming a proportionate increase across colleges, an additional 265
students pa in RBKC. How this need is to be met is the subject of debate on the proportion
of purpose built versus existing private rented sector HMOs that are required. The Forum,
through the London Strategic Housing Market Assessment, has produced a range of
scenarios. The principal one that fed into the ‘Further Alterations to the London Plan’
suggests that 33% of students should be housed in purpose-built accommodation, implying
an annual requirement of 2,500 to 3,100 units per annum57. This position has been taken in
the context of built up pressure from an expanding student population, and the scope that

57

London Strategic Housing Market Assessment, 2013
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purpose-built accommodation has to reduce pressure on the conventional private rented
sector, freeing it up for others in housing need.
9.38 Over the period 1999 to 2013 there has been some limited expansion in the number
of purpose built units in RBKC. There are now a net additional 288 units. However, when
we compare the pipeline for new development (not all of which will come through) RBKC
seems to have less appetite for developing in this market than neighbouring boroughs
Table 9.10 Purpose built student accommodation
Authority

Planning approvals 1999-2013 (units)

RBKC

232

Hammersmith and Fulham

1,524

Westminster

1,230

Source: Mayor’s Academic Forum, 2012

9.39 The Forum also identified issues around the affordability of purpose-built
accommodation, especially that provided by the private sector. Average London ‘direct
lets’ (of private sector student flats and studios) were running at £231 per week at the time
of the report (2012), compared to university-controlled lets of £135 per week58. They will
undoubtedly be higher now. The expanding international student market in London is
driving this to some extent.
9.40 However, there are other factors related to student numbers in central London at
work. . There is a tension between developing for students and meeting affordable
housing needs for other residents. Lack of land availability and high development costs led
to scenarios where the Mayor’s London Academic Forum suggested that it is acceptable to
meet student housing demand by providing accommodation at certain travel time distances
from higher education facilities. FALP indicated that student demands should not
compromise capacity to meet the need for conventional dwellings. It also recommends
more dispersed distribution of further development, taking account of regeneration
potential in accessible areas outside central London59.
Private renting and students
9.41 As regards the role of the private rented sector, the Census does enumerate by tenure
the number of ‘household reference persons’ – that is, responsible adult within a
household, who are students. The numbers are of course substantially lower that actual
student numbers, but this does give us an indication of the proportion of private rented
stock in relation to the number of students. Figure 9.14 below notes the numbers of
student-headed households for RBKC and neighbouring and surrounding boroughs by
tenure. It can be noted that all told RBKC has the third highest number of student – headed
58
59

Crane Survey: London Student Housing 2012, Drivers, Jones, Deloitte 2012
Further Alterations to the London Plan, section 3.53a, Mayor of London, 2014
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households of the group, and the third highest number of these households in the PRS, after
Camden and Westminster. Also of interest is the relatively high proportion of student
owners in RBKC, perhaps an indicator of the buying power of overseas students and their
parents.
Figure 9.14 Student-headed households by tenure
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Private rented sector (PRS)
9.42 Although not a specific household type in its own right, the PRS serves a number of
functions, among which has been to provide a tenure option for those who cannot afford
owner-occupation, but are not eligible for the social rented or intermediate housing
sectors. The influential Rugg and Rhodes report60 identified a series of ‘niche’ markets
within the PRS, including a luxury end, young professionals, students, a ‘Housing Benefit
market’ and temporary accommodation for homeless households. More recent studies
have identified a new, burgeoning sub-market termed the ‘working poor’, characterised by
high employment levels, low incomes, and low benefit claim levels61.
9.43 For purposes of this SHMA, we are most interested in what role the expanding PRS is
playing in RBKC, and in particular whether it still has a role in providing homes for lower
income households. As noted in Chapter 4, the PRS has been expanding across London and
is now larger than the social rented sector. In RBKC it is now the largest single tenure,
having just overtaken the owner-occupier sector in size, housing 36% of households
60

Rugg J. and Rhodes D., The private rented sector: its contribution and potential, University of York 2008
The private rented sector in South East London and Lambeth, Cobweb Consulting / SE London Housing
Partnership 2014

61
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according to the 2011 Census, higher than the London average. This represents an 11%
points increase on the 25% level identified in the 2001 Census. It is estimated that it now
makes up 38% households in the borough.
Age bands
9.44 In terms of who the sector caters for, it has (at the date of the census 2011) a
primarily young customer base, with nearly half household reference persons being under
34, and over 80% under 50. This does mean though that nearly 20% are aged over 50.
RBKC’s profile is similar to most nearby boroughs, though overall it does have a slightly older
profile.
Table 9.11 PRS age groups
Area
RBKC

Age 16 to 34
47%

Age 35 to 49
34%

Age 50 to 64
12%

Age 65 and over
7%

H&F

56%

30%

8%

5%

Westminster

48%

32%

12%

8%

Brent

44%

37%

14%

6%

Camden

55%

30%

9%

6%

Ealing

44%

38%

12%

6%

Wandsworth

61%

28%

7%

4%

London

50%

34%

10%

5%

Source: Census Table DC4601EW

Household composition
9.45 A regards household composition, the most significant features of Table 9.12 below
are the substantial proportion of single younger people in the RBKC PRS, and the relative
sparcity of ‘other’ households. ‘Other’ households tend to be multi-adult sharing
households. Their growth has been a common feature observed in a number of London
SHMAs over the last few years, and are an indicator of the economic necessity of younger
adults having to club together to afford to rent in London, as a necessary alternative to
either buying, or renting self-contained homes. The fact that this type of household is
scarcer in RBKC than neighbouring authorities, and that single young households are more
common is an indicator of higher earnings among the latter group compared to elsewhere.
9.46 Other features are lower levels of lone parents with dependent children and slightly
higher levels of single, older households. We would also note the 12% of couple households
with dependent children who (all other things being equal) may have recourse to social
housing should they lose their PRS tenancies.
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Table 9.12 PRS household composition
RBKC

H&F

West minster

Brent

Camden

Ealing

Wandsworth

London

% households
One person 65+

4.5

2.7

4.4

2.4

3.6

2.4

2.1

2.7

One person under 65

43.7

26.2

39.4

20.1

34.4

20.9

18.9

24.5

Couple both 65+

0.7

0.4

0.8

0.6

0.5

0.6

0.4

0.6

Couple, no children

19.8

20.8

19.4

12.0

21.0

14.8

24.2

17.3

Couple, dependent children

12.0

9.7

9.7

19.6

9.3

20.1

11.3

15.5

Couple, all children non-dependent

0.6

0.6

0.8

1.6

0.5

1.5

0.6

1.1

Lone parent. dependent children

2.9

3.9

4.1

8.8

2.7

8.8

4.1

8.8

Lone parent, children non-dependent

1.2

1.0

1.3

2.0

0.7

1.4

0.8

1.5

Other, all f/t students

2.4

4.0

2.5

1.6

6.6

1.5

2.1

2.6

Other

12.4

30.7

17.6

31.3

20.8

28.0

35.3

25.5

Source: Census 2011 Table DC4101EW

Ethnicity
9.47 When we look at the ethnic breakdown of the PRS in RBKC, we can see the
borough’s particular type of diversity illustrated. As can been seen from table 9.13 below,
one of the most significant categories is ‘other White’, comprising a third of the households
in the PRS. We do not have a more detailed breakdown by tenure and ethnicity, but across
all tenures, RBKC has large proportions of Western Europeans (especially Italians) , ‘Mixed’
Europeans, and North Americans (and relatively low proportions of Central and Eastern
Europeans). We would expect to see these groups represented in the PRS. It can also be
seen how RBKC diverges from London and (in some cases) neighbour averages, with lower
proportions of White British, Black, and to a certain extent Asian households in the PRS.
Table 9.13 PRS and ethnicity
RBKC

H&F

Ethnicity

West minster

Brent

Camden

Ealing

Wandsworth

London

White

68.5

65.9

% household representative persons
62.9
40.2
69.5
52.9

70.7

60.3

White British

32.8

39.9

32.3

17.4

43.0

28.3

48.9

40.5

White Irish

3.3

4.9

3.2

4.9

5.0

3.7

3.3

2.9

White other

32.3

21.1

27.5

17.9

21.5

20.8

18.5

16.9

Mixed

4.2

4.4

3.9

4.9

4.1

3.5

4.1

4.2

Asian

10.4

9.0

12.8

21.0

13.8

22.0

9.0

13.6

Black

8.7

15.1

8.2

26.8

8.9

14.8

13.9

17.6

3.7

6.9

2.4

4.2

8.2
5.6
12.2
7.1
Other
Source: Census 2011 Tables LC 4201EW and QS 211EW
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Economic activity, occupation and industry
9.48 In terms of the economic activity of PRS residents, RBKC shows a fairly similar
pattern to its neighbours and the London average. There is a slightly lower proportion of
those who are economically active, probably balanced by a slightly higher proportion of
retired people in the sector. Unemployment rates are low, and the proportion of students
relatively high, against London averages.
Table 9.14 PRS and economic activity
Economic activity

RBKC

H&F

West minster

Brent

Camden

Wandsworth

London

83.8

90.6

83.8

Ealing

% working age population
Economically active

81.6

86.8

79.7

82.3

82.4

Employed or self-employed, f/t

69.5

73.5

Employed or self-employed, p/t
Unemployed (excluding full-time
students)

7.3

6.9

66.0

57.2

68.3

63.9

78.8

64.1

8.2

16.2

7.1

12.9

7.1

11.8

3.0

3.0

3.3

5.7

2.7

4.4

2.2

4.4

Inactive (exc. students)

11.3

8.9

13.7

15.3

9.1

13.8

7.5

12.8

Retired
Inactive other (sick, disabled, at
home etc)

5.6

4.2

5.5

5.4

4.5

4.9

3.6

4.8

5.7

4.7

8.2

9.9

4.6

8.9

3.8

8.0

Full-time students

8.6

7.3

8.3

5.2

12.1

4.6

4.1

6.4

Inactive other plus unemployed

8.7

7.7

11.5

15.6

7.4

13.3

6.1

12.4

Source: Census 2011 Table DC 4601EW

9.49 We can also examine the type of occupation (or socio-economic classification) that
those in work belong to. Here, it is clear that the PRS is predominantly catering for
wealthier end of the occupational spectrum, with nearly half (48%) in the two highest
occupational groupings, including managerial, professional and administrative occupations.
This is a higher proportion that any of the neighbouring authorities, and is substantially
higher than the London proportion of 32%.
9.50 At the other end of the spectrum, there are lower proportions in routine or semiroutine professions, and those long-term unemployed. Nonetheless, these make up 28% of
PRS dwellers
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Table 9.15 PRS and occupation

Occupation category

RBKC

H&F

West minster

Brent

Camden

Ealing

Wandsworth

London

% household reference persons
1. Higher managerial, administrative
and professional occupations

20.2

15.6

20.0

7.3

16.8

10.3

17.2

11.1

2. Lower managerial, administrative
and professional occupations

27.9

25.0

25.7

17.3

25.2

19.1

27.5

20.7

3. Intermediate occupations

8.3

10.6

8.3

9.9

9.5

10.0

11.2

10.8

4. Small employers and own account
workers

8.9

8.0

7.9

13.0

8.3

12.5

8.4

9.9

5. Lower supervisory and technical
occupations

4.2

5.7

4.7

7.0

5.2

6.7

5.4

6.5

6. Semi-routine occupations

9.1

11.0

9.2

15.2

10.3

13.1

10.9

13.7

7. Routine occupations

7.0

9.5

7.5

13.6

8.0

12.2

8.6

11.4

8. Never worked and long-term
unemployed

8.1

9.0

10.3

12.5

8.9

12.1

7.1

10.9

L15 Full-time students

6.2

5.5

6.3

4.3

7.7

3.9

3.8

5.0

Source: Census 2011 Table LC 4605EW

9.51 The ‘high end’ nature of the socio-economic characteristics of RBKC’s PRS residents
is confirmed when we examine the industries in which they work. Nearly half (47%) are in
the most prestigious and best-paid category ‘Financial, real estate, professional and
administrative activities’, with lower than average representation in ‘Public administration,
education and health’ (which would include care workers), and ‘Distribution, hotels and
restaurants’, which would include a range of service industries.
Table 9.16 PRS and industry
Industry

RBKC

H&F

West minster

Brent

Camden

Ealing

Wandsworth

London

0.9

0.9

% working age population
Agriculture, energy and water

1.0

0.9

1.3

0.7

0.7

1.1

Manufacturing

2.3

2.4

2.3

4.4

1.9

5.1

2.5

3.0

Construction

3.2

4.6

3.0

10.0

3.2

10.1

5.1

7.0

Distribution, hotels and restaurants

14.4

18.8

16.6

24.5

16.8

21.8

17.1

20.4

Transport and communication
Financial, Real Estate, Professional
and Administrative activities
Public administration, education
and health
Other

10.2

13.1

11.0

13.3

13.0

16.6

13.2

12.7

46.5

30.8

41.4

18.9

32.7

20.1

32.3

26.0

14.8

22.2

16.5

21.8

23.7

19.3

22.4

23.4

7.5

7.3

8.0

6.5

7.9

5.9

6.5

6.6

Source: Census 2011 Table LC 4602EW
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9.52 The overall picture, then, is of a private rented sector whose current largest
components are made up of younger, single professionals, with a significant European
component, mainly economically active in higher classified jobs, in primarily ‘white collar’
industries. However, we should note that there are other, smaller, groups in lower paid
employment or out of the labour force who also currently rely on the sector. These would
include the 8% inactive or long-term unemployed, the 20% in lower paid employment, the
4% lone parents and at least some of the 5% over 65s
The Housing Benefit market
9.53 These are the groups that to date will have been likely to rely on Housing Benefit to
help meet their costs in the PRS. Since 2011 (when the first round of welfare reforms came
in, capping Local Housing Allowances), the number of PRS HB claimants has fallen
significantly in RBKC, from 4,085 to 2,725 – a drop of one third. With the exception of
neighbouring Westminster this has been the sharpest decline among the group of
neighbouring authorities.
Figure 9.15 Indexed changes in HB claim rates
120%

Indexed PRS HB claims
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90%

80%

70%

60%

50%
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Kensington and Chelsea
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Brent
Camden

2014
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Hammersmith and Fulham
Ealing
Wandsworth

Source: DWP StatExplore

9.54 A more detailed study of the PRS would be required to fully-understand the
dynamics of this, but stakeholder comments and experience from elsewhere in London
suggests that landlords are pulling out of the Housing Benefit market because of the
reduced rents that claimants can pay, whilst simultaneously finding increased demand from
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younger professionals on incomes high enough to afford more expensive rents, but not high
enough to consider owner-occupation in RBKC as a feasible tenure.
9.55 There does not seem to be any reason why this pattern will not continue. As we
have discussed, the current sub-markets in the PRS are predominantly focussed on the
higher end, and further proposals for welfare reform including Universal Credit caps and
removal of HB for younger people are likely to exacerbate this trajectory of landlord
withdrawal from the HB market.
9.56 While the lower end of the PRS has never been quantified as being part of the
‘affordable’ housing sector, nonetheless it would have played a role in supporting those
who might otherwise require social housing – lone parents, older people, the 12% of couple
households with dependent children for example. However, it now appears to be withering
away.
Homelessness and temporary accommodation
9.57 At this stage, there is not a great deal of evidence to show that large numbers of
such priority need households are losing their PRS tenancies and approaching the local
authority. According to CORE statistics, over the last three years 145 households were let
social housing in RBKC because they lost their PRS tenancy. The main reasons were the
ending of an Assured Shorthold tenancy by the landlord, and inability to afford the rent. But
this only represents around 8% of the 1,612 households accepted as statutorily homeless
over the equivalent period.
9.58 The other factor of relevance is the role the PRS has had in helping provide
temporary (and more recently permanent) accommodation (TA) for statutorily homeless
households. London authorities in particular have relied on a variety of leasing schemes, or
PRS managing agency schemes, to provide TA. RBKC has been no exception. Figure 9.16
shows the steady increase in the use of the private sector, from around 800 units in 2008 to
nearly 1,600 in 2015. However, what the figure does not show is that currently around
two-thirds of temporary accommodation used is outside the borough borders, the highest
proportion among London authorities. This is undoubtedly a reflection of the cost and
availability of PRS properties within RBKC. Rent levels are discussed in Chapter 7 (Market
Signals), and it is not proposed to rehearse this here, but the fact that62 the average rent is
£2,275 pm, the second highest in the country, is indicative of the impossibility of providing
temporary accommodation within the borough borders.

62

http://www.londonspovertyprofile.org.uk/indicators/topics/homelessness/households-in-temporaryaccommodation-by-borough/
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Figure 9.16 The use of the private sector for temporary accommodation in RBKC
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Source: DCLG Live tables, Homelessness statistics, and archives

Existing and potential hostel users
9.59 The brief asks for the need for hostel accommodation for those not eligible for social
rented housing to be considered. The previous RBKC Supporting People Housing Strategy
2007 – 2012 identified that the borough, as a result of legacy provision, had an over-supply
of traditional accommodation-based services for single people with support needs. As a
result, a large hostel was decommissioned, as the majority of residents had low or no
support needs. Since then many lower support needs services have been re-designated as
either for higher, multiple needs or for floating support. The 2013-2017 RBKC Housing
Strategy developed a Single Person’s Housing Plan for vulnerable people incorporating these
services for more vulnerable single people, as well as plans for commissioning four
preventative schemes. The current Supported Housing Strategy 2015-2020 focuses on areabased commissioning of a range of service to meet needs of the socially excluded groups
(described below), and also a move towards greater provision for young people with low to
medium support needs on a concierge model
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9.60 At present63 there are at least 121 bedspaces for young vulnerable people and 422
bedspaces for ‘socially excluded groups’ in 45 supported accommodation schemes. Around
44 bedspaces are specifically for women, and 107 specifically for men. Generally they cater
for those with medium or higher needs, including rough sleepers, care leavers, refugees, exoffenders, and those with mental health, substance abuse, or complex needs and issues. In
all cases access to schemes is via local authority nomination, and in the substantial majority
a local connection with RBKC is required. None of them – apart from the network of winter
shelters run by West London Churches via Glass Door – could be termed direct access.
Some also could not be termed hostel-like, as they are longer-term supported
accommodation where move-on is unlikely
9.61 In terms of demand, the RBKC Single Homeless Team noted slightly increased
demand in the first two quarters of the current financial year, with approaches from 115
individuals, compared to 105 in the previous comparable quarters. The authority’s
approach is to monitor demand, and adjust commissioning strategies accordingly.
9.62 Other evidence of demand comes from counts and estimates of numbers rough
sleeping, the most obvious manifestation of the need for accommodation and support for
single people. Figure 7.16 charts the changes of numbers of rough sleepers observed by
voluntary sector agencies since 2007, and recorded on the CHAIN database. What is clear is
that, with a couple of exceptions, the total numbers of rough sleepers in RBKC have steadily
increased over the last eight years. The CHAIN typology divides rough sleepers into three
categories: ‘flow’ – new rough sleepers, not previously recorded; ‘stock’ – rough sleepers
seen continuously over a minimum of two years; and ‘returners’ – those with at least a
year’s gap in their rough sleeping history. As well as the significance of the increase in the
total, the increase in the number and proportion of ‘flow’ - rough sleepers newly-arriving
on the streets - is an indication of increasing pressure on those in marginal housing security
and must be a matter of concern.
9.63 Figure 9.17 also records a gradual increase in the proportion of rough sleepers in the
youngest age groups, which is likely to correspond at least in part to the increase in number
of new rough sleepers. Of course, overt street-based rough sleeping does not correspond to
overall levels of single homelessness and insecurity. ‘Sofa surfing’, sleeping on buses, shortterm lodgings, squatting and the like are symptoms of hidden homelessness. Analysis of
users of the Glass Door winter shelter network indicated that CHAIN figures are likely to
substantially undercount the actual numbers of single people in acute housing need.64

63

Supported housing in RBKC – Report to Housing and Property Scrutiny Committee, Director of Housing,
November 2014
64
Glass Door Annual Report and accounts, 2014-2015
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Figure 9.17 Number of rough sleepers over time
250

225
198

200

183
152

150

138
124

118
101

94

100

89

77
63
55
50

16 19

14

6166

56
42

43
37

42

20

72
62

25

20

25

32

69

32

0
2007/2008 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 2014/2015
Flow

Stock

Returner

Total

Source: CHAIN RBKC Annual Reports

Table 9.18 Rough sleepers over time by age group
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56+

9.64 Looking to the future, there are a number of factors that are likely to indicate an
increase in rough sleeping in RBKC:
•
•
•
•
•

High private rented sector prices
Tighter RBKC criteria on accessing social housing
Reduced direct access to nightly bedspaces
Current and impending changes in the benefits regime, impacting particularly on
younger people’s access to Housing Benefit and Universal Credit.
Increasing international instability and migration

9.65 We would conclude that the indications are that the need for hostel or similar forms
of accommodation has increased and is likely to increase further, especially for younger
people. In the absence of direct access channels, outreach among existing entrenched rough
sleepers and potentially vulnerable new rough sleepers will be important. RBKC are
monitoring changing demand and need, and are planning enhanced provision for those
single people with lower support needs (who are likely to represent a substantial element of
potential future rough sleepers). In the light of further changes to the policy, economic and
benefits environment we would suggest containing monitoring and vigilance would be
appropriate, to ensure that resources and commissioning arrangements are in place to
meet future increased demand for hostel or hostel-like accommodation,
Service personnel
9.66
As part of the implementation of the Localism Act 2011 as it relates to how
authorities manage their housing allocation policies, Supplementary Guidance issued by the
DCLG in December 2013 encouraged authorities to adopt a two-year residency test for
allowing applications, but stated that authorities “must make an exception for certain
members of the regular and reserve Armed Forces.”65 This includes allowing applications to
any authority within a five year period after discharge, in cases where spouses or civil
partners leave service accommodation after bereavement related to service in the armed
forces, or where service or reserve service personnel need to move because of serious
injury, medical condition or disability sustained as a result of their service.
9.67 RBKC has revised its allocations policy accordingly, and amended the residence
criteria to allow applications from relevant service people; additionally, an extra allocation
of points beyond any others they are entitled to are also awarded. There are no significant
indicators of additional demand.

65

DCLG, Providing social housing for local people, December 2013, para 18
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9.68 However, it should also be note that some 10% of rough sleepers (18 individuals)
identified in RBKC had experience of the armed forces66. RBKC will want to ensure that this
is taken on board in planning support and outreach activity.
People wishing to build their own homes
9.69 National Planning Policy Guidance notes the government’s desire to enable more
people to build their own homes, and to make this form of housing a mainstream housing
option. It suggests that local planning authorities should, therefore, plan to meet such
demand. In 2011 a £30m fund was announced to support self- and custom – builders, £8m
of which was directed at London, via the GLA. However, this fund is now closed. The nature
of the housing stock and housing market in RBKC means that the availability of single plots
suitable for the building of single homes is very limited.
9.70 There is a London-wide Self-Build Register, enabling those with an interest to
register their requirements. The Register is promoted on the Council’s web site. Only eight
of the 747 registrants currently on the register live in RBKC. However, some 188 have
expressed interest in building in RBKC. Of these, 29% say they have connections through
work, 20% through family, and 40% for ‘other’ reasons. 10% (18) say their connection is
through a home there (though this figure does not match the number saying they lived in
RBKC).
9.71 There are currently no particular planning barriers to individuals purchasing their own
plots of land to build their own homes. The development of 'serviced' plots of land suitable
for sub-division between a number of individuals for individual dwellings may require more
support through the planning system but appropriate sites are uncharacteristic of the area.
9.72 Although there is low level of demand from existing residents, there do appear to be
a group of RBKC workers and those with family connections who would like homes in the
authority area, and options for these should be taken into account in terms of future policy
formation. The relatively substantial demand from those who appear to have no
meaningful connection with RBKC should also be analysed if possible

66

CHAIN Annual Report for Kensington and Chelsea, 2014-2015
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Annex 1
note

Calculating the need for affordable housing: technical

This document sets out in detail Cobweb Consulting’s approach to calculating the need for
affordable housing for the Royal Borough of Kensington and Chelsea (RBKC) Strategic Housing
Market Assessment. The approach follows that of the official government Guidance, both the old
Guidance (August 2007) and the newly issued Guidance (March 2014).
A secondary data approach is taken following the requirements of the RBKC’s brief. It is important to
emphasise however that the outputs are estimates rather than exact measurements. No sources
provide a comprehensive picture of the matter at hand and combining different sources inevitably
means that there are gaps and overlaps. The use of assumptions and proxies at certain stages of the
calculation is therefore required in order to complete the estimate. These assumptions and proxies
are explained in this note to ensure the methodology is not a “black box”. In doing so Process
Requirements 4 and 5 of the 2007 Guidance are met, these being:
•
•

(4) Contains a full technical explanation of the methods employed, with any limitations noted;
(5) Assumptions, judgements and findings are fully justified and presented in an open and
transparent manner.

The structure of this technical note follows the main stages of the calculation, organised under these
headings:
•
•
•
•

Calculating Backlog Need;
Calculating Newly Arising Need;
Supply;
Completing the Calculation.

Calculating Backlog Need
Under backlog need the first component is that of concealed households.
The Census 2011 provides data on the number of ‘concealed families’. Being a comprehensive
headcount of the population the Census is a robust source, although the measurement was made
just over four years ago and is therefore somewhat out of date. The 2011 estimate is adjusted, as
suggested in Official Guidance, on the basis of trends for London and the South East derived from
the English Housing Survey.
The Census Analysis Unit within the Population Statistics Division at ONS defines a concealed family
as “a family living in a multi-family household, in addition to the primary family”. According to the
Census Analysis Unit a concealed family can be a couple (with or without children) or a lone parent.
An adult child living without a partner or child is not considered to be a family. This exclusion of
single person concealed households is a problem because ideally we would like to include them in
our estimate of concealed households. Anecdotal evidence suggest large numbers of younger adults
who are “still living with mum and dad” well into their thirties, not out of choice but because they
can’t afford to move to independent accommodation. This is resulting in the suppression of
household formation and this suppression is built into the latest household projections.
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Census outputs for concealed families are therefore scaled up using analysis provided for the GLA
SHMA which looked at the total number of concealed households (including single people). This
number was arrived at following analysis of the most recent 3 years of data from the English Housing
Survey (EHS). EHS variable "WhInform2" was the key to this approach. The question reads: “We are
interested in the number of people in the household who might, in other circumstances, be living in
their own accommodation. Which of the statements on this card best describes your current
situation?” Response (3) reads: “Would like to buy or rent but can’t afford it at the moment.” When
this response was chosen this was taken to indicate the presence of a concealed household. Further
analysis of the EHS carried out by the GLA differentiated concealed households by tenure and size of
dwelling required.
Taking into account changes in the number of concealed families since 2011 using the EHS data and
the London-wide ratio of concealed families to concealed singles, again using the EHS data, the
overall the backlog of concealed households was estimated to be 1,817. The derivation of this figure
is shown in the table below.
Table A1: 1 - Derivation of concealed households
Concealed families (2011 Census)
Adjusted to 2014 based on trend-analysis EHS
Ratio of concealed families to concealed
singles based on London-wide analysis from
EHS
Concealed households

562
438
97,628/307,315

1,817

It is assumed in the model that all concealed households will require affordable housing, as those
who could afford market housing would have already formed independent households. The division
of their requirements within the affordable sector was made on the same basis as that for newly
forming households described further below.
Furthermore the assumption is made that bedroom size requirements and the tenure split outputs
at the London level are transferable to the local level. Given the lack of alternative sources this is
considered the best way to proceed.
The next component of backlog need concerns overcrowded households.
The ‘bedroom standard’ is a widely accepted method for calculating overcrowding. This allocates
one bedroom to each couple or lone parent, one to each pair of children under 10, one to each pair
of children of the same sex over 10, with additional bedrooms for individual children over 10 of
different sex and for additional adult household members.
Census 2011 data allows households to be classified by occupancy rating based on the number of
bedrooms in the household. This information is used to provide a measure of overcrowding (i.e. a
dwelling is considered to be overcrowded if it has an occupancy rating of -1 and below). This was the
first time the occupancy rating in the Census has been based on the bedroom standard.
Census 2011 data indicates that there were 6,554 overcrowded households in RBKC. Of these 5,649
had an occupancy rating of -1 while 895 had an occupancy rating of -2. After factoring in Londonwide trends in overcrowding since 2011 based on EHS data on the respective occupancy ratings, it is
estimated that the total number of overcrowded households in RBKC is currently 6,115.
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The bedroom requirement of these households was estimated from EHS regional data. Not all
overcrowded households may require affordable housing. The proportions of overcrowded
households able to afford market housing and each type of affordable housing were determined on
the basis of regional EHS estimates of the incomes of this group. Data from the EHS (again, for the
whole of London) provides an indication of the income distribution of overcrowded households
when measured against the income distribution of all households. An affordability test was carried
out using these two inputs from the EHS analysis, in combination with the estimated household
income quintiles for RBKC and market entry price levels. The detailed method of the affordability
test is explained later in this document under the heading “newly arising need.” Those unable to
afford market entry are deemed to be in need of affordable housing.
Evidence from the English Housing Survey demonstrates an overlap between overcrowded and
concealed households – if concealed households were to be provided with their own home then
many of the remaining households would no longer be overcrowded. EHS suggests a reduction of
25% which was applied to the overcrowded household category.
The analysis of EHS also provides an indication of the dwelling size requirements of overcrowded
households (again, London-wide).
After allowing for the overlap with concealed households and market affordability, the gross
requirement for affordable housing from overcrowded households is estimated as 5,325.
The next component of backlog need concerns homeless households in temporary accommodation.
The source for this component is P1E administrative data. There is a statutory requirement for Local
Authorities to collect this data on homelessness. This source is more up to date than the sources
used for the other components of backlog need. However it is unlikely that the P1E figures have
100% coverage of the situation on the ground as only those households that have come into contact
with local authority homelessness teams are counted. There are likely to be others that are
homeless but have not sought assistance. Therefore the P1E figures are considered to be an
undercount. Given that there is no alternative source with which to estimate the likely scale of the
undercount the P1E figures are taken on face value as the best source available. This shows a
backlog need of 224 as at March 2015.
Furthermore the assumption is made that all of homeless households require social rented
accommodation (i.e. they cannot afford the intermediate sector nor the private rented sector). This
assumption is made because it is considered unlikely that a household would find itself in local
authority assisted temporary accommodation if it had sufficient financial resources to be able to
afford the intermediate sector. A household in this situation would be far more likely to “stretch”
their income to access the PRS. This assumption might mean that the requirement for intermediate
accommodation as opposed to social rented accommodation can be very slightly understated.
It is assumed in the model that all these households require affordable housing, with 95% requiring a
social (as distinct from affordable) rent.
The size of dwellings required by homeless households in temporary accommodation is estimated
following an analysis of CORE data. Three years of data from CORE covering General Needs lettings
to new tenants (as opposed to transferring tenants) is examined.
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To generate a final figure for backlog housing need (“gross current need”) the numbers of
concealed, overcrowded and homeless households is added together, providing an analysis of need
broken down by tenure (social/affordable rent and intermediate) and bedroom requirements.
Table A1: 2 – Gross backlog need
Sector

Social rented sector

Affordable rented sector

Intermediate sector

Number
Bed size
1 bed
2 bed
3 bed
4+ bed
Total
1 bed
2 bed
3 bed
4+ bed
Total
1 bed
2 bed
3 bed
4+ bed
Total

657
526
379
469
2,032
590
1,031
1,000
1,270
3,891
284
380
343
436
1,443
7,366

Total, all affordable sectors

Some of the backlog will include households already housed in the social sector. It is necessary to
differentiate this group as the resolution of their housing needs will release their current dwelling
for re-use. These units therefore counts towards “available stock” later in the calculation.
Table A1: 3 - Available stock

Backlog households
already in social rented
sector accommodation

Overcrowded %
Overcrowded number
Concealed %
Concealed number
Homeless %
Homeless number
Total %
Total number

45%
2,401
0%
0%
33%
2,401

The percentages in the table are based on the following sources:
Overcrowded: Census 2011, showing breakdown of overcrowding by tenure;
Concealed: None of these households are counted because they are sharing the
accommodation of another household. As a result providing them with independent
accommodation will not free up their current dwelling for re-use.
• Homeless: P1E data. It concerns homeless housed temporarily in council or RSL stock.
Netting off the available stock from the gross backlog results in “net current need” i.e. those
households in need that are currently outside the social sector plus concealed households within the
affordable sector. These households require additional affordable units to meet their needs.
•
•
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Table A1: 4 - Net current (backlog) need for affordable housing
Sector

Social rented sector

Affordable rented sector

Intermediate sector

Bed size

Number

1 bed
2 bed
3 bed
4+ bed
Total
1 bed
2 bed
3 bed
4+ bed
Total
1 bed
2 bed
3 bed
4+ bed

443
355
256
316
1,369
398
695
674
856
2,623
191
256
231
294

Total
973
Total
4,965
Sources: Cobweb Consulting model, derived from data from Census 2011, English Housing Survey 2010/112012/13, Greater London authority income estimates, local authority P1E returns.

The above approach excludes certain categories of need for which there are no robust secondary
data sources available to derive borough or sub-regional level estimates. The GLA London-wide
SHMA for example used the EHS to estimate the numbers of sharing households, households in
homes lacking basic facilities, non-homeless households in non-self-contained accommodation and
households suffering from harassment. The exclusion of these households from the calculation, plus
the cautious approach taken to estimating concealed, overcrowded and homeless households
implies that the final estimate of backlog need will be an undercount. This is especially the case
given that the sources used for the two biggest components of backlog need – overcrowded and
concealed households – are now several years old.

Calculating Newly Arising Need
The first component of newly arising need concerns newly forming households in need. The SHMA
Practice Guidance (CLG, 2007) states that an estimate of new household formation must be based
on “gross” rather than “net” household formation i.e. it is the total number of newly forming
households that must be measured as opposed to newly forming households minus dissolving
households. The method employed to calculate gross newly forming households is set out in
paragraph 15 of Annex B of the Practice Guidance (CLG, 2007). We call this approach "the cohort
method".
The source used to estimate newly forming households is the GLA 2014 round household projection.
This source provides borough-level figures for the estimated number of households for each year
between 2011 and 2041, broken down into 10-year age cohorts and into household types. The GLA
projection is used to track the development of each age cohort at five year intervals to measure
change, with an increase in the size of the cohort being ascribed to newly forming households. The
resultant numbers are divided by five to arrive at annual figures.
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As acknowledged in the Guidance most household formation is concentrated in the younger age
ranges and it is therefore not necessary to look at all age cohorts. It is reasonable to assume that
newly forming households in age cohorts older than 45 years will have already found suitable
accommodation be it in the market or in the social sector. Moreover, if these older households
suffer a reversal of circumstances they will be captured later in the calculation as existing
households falling into need. For these reasons older households are excluded.
Some household types, e.g. couples without children, expand up to the 25 age mark then contract
thereafter. In this case the negative number is subtracted from the positive number so that the final
number shows a sort of "net" newly forming households of that type over the period. What is
happening is that one type of household evolves into another type of household (single => couple no
children => couple with children => single parent household). This is a complicated dynamic as many
individuals will "pop in and out" of different household categories within the 10 year period being
measured. However taking the net approach at decades end avoids any double counting of
households. Instead what we are left with is a steady demographic progression that reveals the
overall levels of change. The cohort method is the recommended method in the guidance and given
the lack of workable alternative approaches it is considered to be the best way to gauge the overall
annual number of newly forming households and fit for purpose. The approach yields the following
estimate of annual newly forming households.
Table A1: 5 - Estimated number of newly forming households per year 2016-2030
HH-type
Single person
Couple, no dependent children
Couple with child(ren)
Single parent with child(ren)
Other multiperson households
Total

RBKC
972
139
319
38
222
1,651

The next step is to apply an affordability test to these households, to estimate the share able or not
able to access open market housing. This requires data on both incomes and sale prices. We have
used a combination of data from GLA and ONS estimates of income, and from EHS to derive a
distribution of incomes for each authority and lower quartile incomes. The process of producing the
income estimates is described in a separate methodology note.
In terms of sales prices, market entry price levels must be determined. This are based, as
recommended in official guidance, on lower quartile prices for buying and renting a dwelling on the
open market. This is based on the analysis of Zoopla sales listings, adjusted to provide a breakdown
by dwelling size using data from Land Registry Price Paid data. Renting data is taken from the latest
GLA London Rent Map (table A1: 6).
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Table A1: 6 - Market threshold prices/rents
Cost
Buying: lower quartile threshold price
1 bed
£ 549,307
2 bed
£ 792,951
3 bed
£1,542,711
4+ bed
£2,447,516
Renting: lower quartile threshold rent per month
1 bed
£1,712
2 bed
£2,383
3 bed
£3,250
4+ bed
£4,333
Sources: Buying – Zoopla sales listings for bed sizes moderated by Land Registry Price Paid data for Jul-Sep
2015; Renting GLA London Rent Map (September 2015)

Prices are converted to annual mortgage sums and then to required income levels by applying the
following criteria, which can be varied in the model if required:
•
•
•

A 5% deposit is assumed, so the mortgage amount is 90% of the price;
An interest rate of 5% APR is assumed.
A mortgage repayment period of 25 years.

Following the conversion of lower quartile purchase prices to annual mortgage payments these are
compared to the lower quartile annual cost of renting in the PRS. Of the two tenures the lower cost
is selected (PRS), this being taken to represent the market entry price level.
Table A1: 7 - Annual costs of open market tenures
Buying with mortgage
1 bed
2 bed
3 bed
4 bed
Private renting
1 bed
2 bed
3 bed
4 bed

£
£
£
£

35,042
50,585
98,415
156,135

£
£
£
£

20,544
28,596
39,000
51,996

The annual gross incomes needed to access open market housing are shown in the table below.
Table A1: 8 - Annual gross income needed to access open market housing
Bed size
1 bed
2 bed
3 bed
4 bed

Income requirement
£68,480
£95,320
£130,000
£173,320
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The SHMA Guidance requires assumptions concerning intermediate housing to be based on actual
prices of intermediate products being offered in the market . However in the absence of any robust
evidence on ‘real world’ intermediate rent levels, for the baseline scenario rent levels are based on
the London Mayor’s policy of 80% of market rent for one bed properties and then dropping this
percentage accordingly for the larger units to stay affordable within the Mayor’s income bands for
the respective property sizes. Affordable rent levels were determined by an examination of current
council policies on intermediate and affordable rent levels.
The intermediate range will lie somewhere between the intermediate threshold and the market
entry threshold. It is important to keep in mind that the outputs of the affordability calculation are
predicated on intermediate products being offered for sale or for rent within this price range.
Furthermore should intermediate products only be offered at the top end of this range (i.e. 5% or
10% under the market entry price level) then many of the households calculated to be able to afford
the intermediate sector will not in fact be able to do so. An implication would be to ensure that
intermediate products are offered at different price points within the intermediate range, including
at lower price points, so as not to invalidate the tenure-split outputs of the model.
Table A1: 9 -Affordability sector thresholds: percentage of market threshold and incomes required
Sector and bed size
Intermediate
1 bed
2 bed
3 bed
4 bed
Affordable rent
1 bed
2 bed
3 bed
4 bed

Percentage of market price

Income required to afford (at 30%
gross income)

80%
74%
65%
49%

£71,000
£71,000
£85,000
£85,000

40%
28%
21%
17%

£26,000
£28,400
£29,100
£30,800

The next step is then to convert the annual costs of market entry and the intermediate sector into
the income levels required to afford them. This is done using the affordability threshold percentage,
i.e. the maximum percentage of gross income to be spent on housing for this to be considered
affordable. The Mayor of London’s Draft Interim Housing SPG (May 2015) argues that for products to
be considered affordable, annual housing costs, including mortgage payments rent and service
charge, should be no greater than 40% of net household income. We suggest applying this
recommended threshold with a ratio of net to gross income of 75%.
The next step is to determine the size of dwellings required by different types of household. This is
done using data from the EHS. Record-level data for London covering the most recent three years
available is analysed. Those households occupying their homes in line with the bedroom standard
are selected (i.e. with overcrowded and under-occupying households discarded). An assumption
made here is that requirements by household type in RBKC do not differ greatly from those across
London as a whole.
Next both the market entry and intermediate price thresholds are weighted for each household type
according to the mix of dwelling sizes required by each household type. Following this method a
single price level for each household type is arrived at. This “weighted price” is the price level against
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which household income is tested. Using this method of a “weighted price” is considered to be an
effective way of taking the differing size requirements of different types of households into account.
The approach is considered to be better than simply testing affordability against the price of either a
1-bed, 2-bed or 3-bed dwelling.
As explained in the parallel methodology note, GLA, EHS and ONS data have been used to model
income levels and inter-quintile nodal points
The next step is to determine the income distribution of newly forming households across the 20%
income quintiles of all households. This is done using London-wide figures from the EHS because
borough level figures with the necessary breakdowns are not available. First the whole dataset is
ordered by household income and coded up into five equal groups of 20% (income quintiles). Then
records of households in the age-band 16-44 are selected for all household types with the exception
of single person households for which the age selection was 25-44. Together these records are taken
to represent newly forming households. The income distribution of these households is examined,
yielding data in income distribution (by quintiles) for the different household types (single person;
couple, no children; couple with children; lone parent; other multi-person). This approach is in
keeping with the 2007 Guidance which states “where possible, information about household
incomes should be estimated by age and household type” (p. 22).
The figures are then multiplied by the annual number of newly forming households broken down by
household type. This yields the number of newly forming households broken down by household
type and income quintile. The market entry price level for each household type (the price weighted
by dwelling sizes required), converted into income required to afford that price-level (i.e. multiplied
by 3) is then compared to the inter-quintile income nodal values to determine if households in that
quintile are able to afford the price level being tested. This is completed in a series of calculations in
excel using a complex if/then formula which works out:
• If the income required to afford is lower than the lower nodal point of the income quintile then
all households in the quintile can afford market entry;
• If the income required to afford was higher than the upper nodal point of the income quintile
then none of the households in the quintile can afford market entry;
• If the income required to afford falls between the lower and upper nodes then some of the
households were calculated able to afford, the proportion being determined by the exact point at
which the inter-nodal range was cut (again a linear distribution between inter-nodal points is
assumed).
Market entry and intermediate price levels are then tested in turn to determine the number of
households able to afford in the open market, those able to afford the intermediate sector but
unable to afford the open market, and the remaining households unable to afford either.
The next step is to convert these figures into requirements for dwellings of different sizes. This is
done using the analysis on bedroom mix by household type (i.e. based on the bedroom standard,
see above). Again, an assumption is made here that the size requirements of each household type in
RBKC do not differ greatly from those across London as a whole.
The method used to calculate affordability for newly arising households is also applied to households
in backlog need where applicable (overcrowded households) and as alluded to earlier.
Following the application of the affordability test 1,265 (75%) of newly forming households are
estimated to be unable to afford open market housing. 534 households (32%) require affordable
169

rented housing, and 260 (15%) require intermediate housing. The remaining 471 households (28%)
cannot afford any of those options and therefore require social rented housing.
There is a second component of newly arising need – existing households that fall into need each
year due to a reversal in fortune. It is difficult to get a clear measure of this group from the available
secondary data sources. We therefore generally use mortgage possession orders as a proxy for this
component. The data source for this originates from the Ministry of Justice which constitutes a full
count of court judgements without any variance of definition or subjectivity at the local level.
The breakdown into required dwelling sizes of existing households falling into need will be based on
an analysis of CORE data: dwellings in RBKC let to households who have been evicted, repossessed
or had been unable to afford their previous rent or mortgage. Robust data on the income profile of
this group of households is lacking, ruling out the possibility of an affordability calculation to
separate those able to afford the intermediate sector from those needing social or affordable rented
accommodation. Therefore it we suggest using the tenure split results of the affordability calculation
pertaining to newly forming households as the best proxy available, applying this to existing
households falling into need. Implicit therefore is an assumption that the income profile of existing
households falling into need is broadly similar to those newly forming households unable to afford
the open market.
Official guidance does not specify an approach to estimating this element of need. The approach
adopted in the model uses CORE data on lettings in the social rented sector. It identifies new lettings
to existing households falling into need as a result of a change in circumstances such as eviction,
inability to afford mortgage payments or rent. To smooth out annual fluctuations in need, the
number of households affected has been derived from an average of three years data.
The model estimates that 43 existing households will fall into need annually. This excludes all
households falling into need who were previously living in the social rented sector as meeting their
needs would release the dwelling which they were previously occupying. The proportion of
households requiring affordable housing has been derived from estimates of their incomes following
the same approach as for newly arising households, but the majority require affordable housing as
would be expected.
This number is added to the number of newly forming households in need to arrive at a total figure
for annual newly arising need for affordable housing.
Table A1: 10 - Newly arising affordable housing need (per annum)
Steps in calculation

Newly forming households
% unable to afford in open market
Number unable to afford
Existing households falling into need
Total newly arising affordable housing need

1,651
77%
1,265
43
1,308

The two components of newly arising need – newly forming households in need and existing
households falling into need – are then be added together.
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Supply
As described in the Guidance there are two distinct types of supply, each of which is treated very
differently within the calculation. The first type concerns the total affordable stock available. As
explained above (under “backlog”) this is primarily made up of those affordable units currently
occupied by households in need that would come free for re-use if the needs of these households
were met.
To this is added surplus stock (the number of affordable properties that can be normally expected to
be vacant at any one time). It is generally considered that approximately 3% vacant stock is a
necessary feature of a normal functioning market as these voids are required to facilitate household
movements, renovations and the like.
This model excludes any assumptions concerning the future pipeline of new-builds. The rationale for
this is that by excluding these assumptions the model provides a clearer picture of the current
situation and thereby serves as a better basis when it comes to formulating appropriate policy
responses. Committed new build units currently under construction or about to start construction
are also excluded from the supply calculations.
The last component of total affordable stock available concerns the subtraction of units to be taken
out of management. These are social sector homes that are currently occupied by households in
need of affordable housing but which are due to be demolished.
This number is added to the number of newly forming households in need to arrive at a total figure
for annual newly arising need for affordable housing. Table A1: 11 summarises the results.
Table A1: 11 - Newly arising affordable housing need (per annum)
Steps in calculation

Newly forming households
% unable to afford in open market
Number unable to afford
Existing households falling into need
Total newly arising affordable housing need

1,651
77%
1,265
43
1,308

Table A1: 12 shows total affordable housing need, including both backlog need and newly arising
need, broken down by type of provision and by bedroom requirement.
As discussed above, it would not be realistic to add all of the current backlog of need to the annual
total in the first year of the 2015-2030 period, as it would be impractical to seek to meet all backlog
need in a single year. In the model, it is assumed that the backlog of need will be met over a fifteen
year period, so that annual backlog need is 331. Beyond year 2030, the level of overall need will fall
as the backlog will have been eliminated. The table below therefore shows overall affordable need
per annum over the 2015-2030 period.
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Table A1: 12 - Overall annual affordable need by type and bedroom requirement
Sector

Bed size

Social rent

1 bed
2 bed
3 bed
4+ beds
Total
1 bed
2 bed
3 bed
4+ beds
Total
1 bed
2 bed
3 bed
4+ beds
Total
1 bed
2 bed
3 bed
4+ beds
Total

Affordable rent

Intermediate rent

All affordable sectors

Number
404
86
48
40
578
330
177
121
98
726
157
86
49
41
334
890
350
218
179
1,637

The second part of supply is called “future housing supply” and consists of an annual estimate of
future annual supply of social housing re-lets, calculated on the basis of past trends - an average
of the past three years is advised. It concerns the expected turnover of existing stock and excludes
new build lettings. It is also limited to re-lets to new tenants and excludes transfer lettings. Social
rent and “affordable rent” are treated together and longer-term supported housing lettings are also
included. For the most part this supply consists of General Needs lettings but we suggest a half (50%)
of supported housing lettings are also included due to the fact that many of these units are being let
to the very households in need (both “backlog” and “newly arising”) estimated above. Not all
supported housing units are included because a significant proportion are let on a temporary basis
(e.g. for less than one year) and therefore cannot be considered part of the permanent housing
stock. Also many units are reserved for older people and/or specific vulnerable groups, and these
groups fall outside the backlog and newly arising components of need being modelled.
CORE is the data source used for the estimate of future housing supply. Average annual lettings from
a three year period (2012/13-2014/15) are derived. They show the number of lettings of existing
properties to new tenants (therefore excluding new build “first lettings” as well as lettings to
transferring tenants) broken down by borough and by dwelling size.
A second component of future housing supply is the supply of intermediate affordable housing.
Again it concerns the number of homes that come up for re-let or re-sale and as such excludes new
build properties. This will also be an estimate based on an average from the past three years. Data
from RBKC will be used for this estimate, augmented by data from CORE which showed the
breakdown of shared ownership re-sales by dwelling size. The two parts will then be added together.
Another point to bear in mind is that expanding the social sector and/or raising the turnover rate of
social sector stock would result in an increase in annual lettings i.e. an increase in future housing
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supply. The model does not make assumptions about this. Instead it assumes that future re-let
supply will be the same as over the past three years. Should supply increase, then all else being
equal, net annual need will be lower than the modelling suggests. Conversely an increase in RightTo-Buy and other sales of affordable dwellings is also a possibility. This could perceivably result in a
reduction in the social housing stock which would act to reduce re-let supply and thereby increase
the need for affordable housing in the future.

Completing the Calculation
The various components are then assembled in accordance with the instructions given in the 2007
Guidance (p. 52). The template below shows how the steps in the calculations will be presented.
Table A1: 13 - Summary of steps in the calculation
Key components

Calculation steps

Existing need

A: Backlog need
B: Affordable stock available
C: net current need (A-B)
D: Backlog reduction period
E: Annual backlog quota (C/D)
F: Newly forming households
G: % unable to afford market
H: Newly forming households in
need (F*G)
I: Existing households falling into
need
J: Annual newly arising need (H+I)
K: Gross annual need (E +J)
L: Annual supply
M: Net annual need (K-L)

New need

Final steps

Number
7,366
2,401
4,965
15
331
1,651
77%
1,265
43
1,306
1,639
468
1,170

A decision also needs to be taken on a realistic timeframe for eliminating the backlog (i.e. the
backlog reduction period). A shorter period is commonly adopted in SHMAs and the 2007 Guidance
states “the quota should be based upon meeting need over a period of five years, although longer
timescales can be used” (p. 52). However because of the very large size of the backlog relative to the
rates of affordable housing delivery in London a five or even ten year backlog reduction period is
now generally considered too short to be considered realistically achievable. A period of 15 years is
therefore adopted as a realistic timeframe for the purposes of formulating policy responses.
The final stage is to combine the various components concerning dwelling size and tenure which
have been differentiated throughout. So-called “development mix” recommendations can be
generated from these results. These are covered in Chapter 8 of the SHMA.
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Annex 2 Estimating local household incomes: methodology note
The Cobweb Consulting model used to assess the requirement for affordable housing requires
estimates of household incomes at Borough/local authority level, or for smaller areas if outputs are
required at that scale. In order to produce its outputs, the model requires data meeting the
following criteria:
•

•
•

•
•

It should provide data at household rather than individual level, as it is household incomes
which determine the ability to purchase a dwelling. This makes the use of data sources such
as ASHE (Annual Survey of Hours and Earnings) or the Inland Revenue Survey of Personal
Incomes, which provide data on personal incomes, difficult, but has the benefit that incomes
do not need to be equivalised.
Data is required for all households rather than, for example, the incomes of those with
members in employment, or those dependent on benefits.
Data is needed on the distribution of incomes, rather than on average or median incomes
which many sources provide, in order to be able to compare incomes with house prices and
rents. In particular, the lower quartile threshold income is important as this forms an input
to most affordability assessments.
The model requires data on gross household incomes, although data on net incomes can be
used if it can be converted to gross incomes.
In an ideal world, income data would be supplemented by data on the equity held by
households and on their savings, as both of these provide sources for deposits which play an
important part in assessing affordability and the ability to access mortgage finance. However
data on these aspects of wealth is not readily available.

Suitable data on local incomes is difficult to obtain. The advantages and disadvantages of the various
sources will not be examined in detail here, but the outcome is that some form of estimation or
modelling is generally required to produce data in the required format. Commercial companies such
as Experian or CACI provide modelled income data, but this is expensive to purchase, subject to
stringent licencing conditions, and based on ‘black box’ modelling for reason of commercial
confidentiality. Commercial data is often considered to over-estimate local incomes, although there
is no firm evidence to support this. Conversely, sources such as local surveys may have a tendency to
under-estimate incomes because of bias in responses, the difficulty of collecting data on multiple
income sources, and the unwillingness of some respondents to provide full income details.
The most reliable sources are probably the various large national interview surveys which use
elaborate frameworks to obtain comprehensive income data from respondents and may include
elaborate mechanisms for inferring missing data. ONS have in the past produced estimates of local
incomes, but these are now substantially out of date and there is no indication of when or whether
new estimates will be produced.
GLA income estimates
The Greater London Authority has developed a model which produces estimates of average and
median incomes at regional, London Borough and small area levels. This has been produced in
response to demand from London Boroughs and other organisations for income data covering
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London and GLA makes this data available to researchers for further use. The GLA model is described
fully in an Intelligence Bulletin67, but in summary it uses the following approach:
•

•

•

•

•

•

Two national surveys, the ESRC Understanding Society dataset1, waves 1-4 (2009/102012/13) and British Household Panel Study (2001-2008) were used to provide a baseline of
regional level income estimates which were aligned with the ONS estimates referred to
above to produce a time series extending from 2001-2013.
Incomes at Borough level and below were modelled, using data on:
o NS-SEC of residents (based on Census data). NS-SEC is a classification of occupations
by type.
o Household deprivation.
o Median house selling prices (Land Registry data).
o Child Poverty data (HM Revenue and Customs).
o ONS Household Income Estimates from 2001, 2004, and 2007, which were available
at small area level (MSOAs).
These indicators were chosen because they had correlation with income and were
considered by GLA to highlight a number of different aspects of income to maximise the
overall explanatory power of the model.
The data from these sources was standardised so that ‘scores’ on each indicator could be
added together. The sum of the five indicators was calculated using the following
weightings: NS-sec 25%, Household deprivation 20%, Child Poverty 15%, House prices 25%,
and ONS Income 15%.
Overall scores for each area for 2007 compared to 2007 ONS income estimates to produce a
polynomial trend line. The equation derived from this was then used to produce income
estimates for all small areas and for the whole period 2001-2013 period based on the
summed indicator scores.
A further adjustment was made to the results. Data from the Annual Survey of Hours and
Earnings and the Inland Revenue Survey of Personal Income were combined to produce a
further Borough level estimate of (presumably personal not household) income. This in turn
was used to produce an adjustment factor which was applied to the income estimates from
the previous stage.

The methodology used by GLA follows that used by ONS in that it models income against a range of
explanatory variables. The approaches used by commercial organisations are generally confidential,
but are likely to follow a similar approach. As with all modelling exercises, a degree of error is
inevitable, but the larger the spatial area, the less significant this is likely to be.
Income estimates for the Cobweb model
The data produced by GLA provides estimates of mean and median incomes at various spatial scales
as a basis for producing the income distribution estimates required to assess affordable housing
need. It is not practical within the timescale and resources of an SHMA to undertake an elaborate
modelling exercise similar exercise to that carried out by GLA to produce the required data, so
instead a simpler approach has been utilised.
The first step was to derive data on the distribution of incomes from the English Housing Survey
(EHS). As with the two surveys used by GLA described above, this provides only regional level data,
but has the advantages that the data provides a distribution of incomes. Three years data were used
67

http://data.london.gov.uk/dataset/household-income-estimates-small-areas
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aggregated together, with incomes rebased to 2012 levels using factors derived from the GLA
incomes dataset at London level. The survey also includes banded data on household savings and
data on housing equity.
EHS includes the CLG Index of Deprivation score for the area in which each household in the survey
is located. Using the EHS data for London alone, the survey was used to calculate a distribution of
household incomes for each decile of the Index of Deprivation scores. This provides ten separate
income distribution estimates as shown in the table below. Using the GLA median figure as the
central cut point, the appropriate decile distribution was then applied to each LSOA in London. The
data at LSOA level was then weighted by number of the 2011 households and averaged at Borough
level. The distribution of incomes for each Borough is thus mix adjusted to reflect the profile of
deprivation. For RBKC for example, most LSOAs have relatively low deprivation levels but a
significant number have high deprivation.
The results are shown in Table A2: 1.

Cut points for deciles/quartiles

Table A2:1 Modelled distribution of incomes 2012-13

Mean income (GLA)

Annual
earnings
£
116,350

Median income (GLA)

55,620

10

17,982

20

25,396

Lower quartile

29,928

30

34,460

40

44,754

Median

55,620

60

69,218

70

85,649

Upper quartile

97,829

80

110,009

90

150,283

Sources: Cobweb Consulting estimates, based on GLA
(2015) Modelled household income estimates for
small areas, London, 2001-2012, and English Housing
Survey 2010-11, 2011-12 and 2012-13
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Annex 3 Options for intermediate housing market development

Key messages
Of the current active new building programme in RBKC, of the 5,105 units being developed for which
a planning application has been submitted, only 6.5% (336) are for intermediate market homes. A
further 74% are private and 19.5% are affordable rented. Of the intermediate units, 60% are for onebedroom or studio homes, 34% are for two-bedrooms, and 6% are for three bedroom or larger
homes. An analysis of the income required to access the intermediate sector in RBKC shows that the
incomes required are far beyond the wages of those doing essential jobs in the borough. There are
only limited areas, mainly in the north of the borough where the modelled cost and prices of
developing intermediate sale (shared ownership) homes would be affordable to those earning
£71,000 or less, the GLA maximum household income limits for one and two-bedroom homes. The
cheapest area is W10, where a 25% share of a one-bed apartment would require an income of
£38,451, whilst one-bedroom apartments in W8, W11, W14 and SW5 require incomes above this.
However, only in W10 is a three-bedroom apartment below the GLA threshold for larger units of
£85,000 p.a., and then only with a 25% share and rents set at 0.5% of unsold equity.
In this extreme context, the chapter explores some policy options to increase the amount of low cost
home ownership (LCHO) products available to residents and workers. These include shared
ownership sales of shares lower than 25%, models that lock a percentage of land cost into the
scheme and ‘Do It Yourself Shared Ownership’ (DIYSO) schemes for key workers. Given the difficulty
developing LCHO within the borough boundaries, the option for using S106 contributions to build
off-site and in cheaper areas outside the borough, alongside appropriate transport links, is
considered. Other possible options, including Starter Homes, are noted. It is suggested that using
RBKC regeneration schemes on its own estates continues to be considered (we are aware that this is
already underway), including considering developing taller buildings.

A3.1 As an adjunct to the main tasks involved in the SHMA68, this annex examines the state of the
intermediate housing (IH) market in RBKC, and sets out some ideas for different options to expand
the tenure in the authority area. IH products are those which are available for sale or rent at a cost
above social rent, but below market levels. These can include shared equity products (shared
ownership and equity loans), other low cost homes for sale and rent but not those homes classed as
‘affordable rent’. Intermediate products in London are only available to housing with incomes below
the following thresholds:

£71,000 per annum for a one or two bedroom property or,
•
£85,000 per annum for three bedrooms or more.
In this context we have not taken into account central government proposals for Starter
Homes, partly because the detailed legislation is not yet clear, and partly because given the
maximum value of £450,000 is likely to rule out most of the borough (though we do touch
on them in the appendix to this annex). We do however note that the maximum income for
shared ownership products is to be increased to £90,000 p.a. shortly.
•

68

Please note that this annex should not be considered to be part of the formal SHMA
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New House Building programme
A3.2 We have first looked at the intermediate housing development programme as part of the
overall new house building programme in RBKC, using principally the Molior commercial database.
This lists all new schemes in the capital with more than 20 private units, and so includes all
‘substantial’ schemes.
A3.3 The total programme in RBKC using this shows a total of 5,105 units of all tenures in 34
schemes. The definition includes all ‘active’ schemes – that is, from schemes recently completed to
those for which a planning application has been submitted (or appealed if refused). It does not
include schemes rejected by planners where an appeal has not been lodged. It also does not of
course include many smaller schemes, including conversions. The figures are for total production –
that is, they are not net of existing stock.
A3.4 The figure compares with RBKC’s own planning database of all schemes within the planning
system, which totals 5,889 units as at mid-July 2015. Given that the methods of measurement are
slightly different (particularly as regards smaller schemes), we do not think that the discrepancy
means that we cannot draw reliable conclusions from the Molior date.
A3.5 The programme has four very large schemes which together total 2,777 units, or 54% of the
total. These are

•
•
•

•

the redevelopment of Earls Court (932 units, or 18%) (note that this figure does not
include the part of the scheme within Hammersmith and Fulham)
Portobello Square/Wornington Green (919 units, or 18%) (although the net figure is
less than half of this)
375 Kensington High Street (506 units, or 10%). This St. Edward/Berkeley Home
scheme is immediately adjacent to two other sites fronting onto Warwick Road –
together the 3 sites total 907 units, or 17.5% of the total)
Lots Road Power Station (420 units, or 8% of the total)

A3.6 As shown in table A3.1 below, of the 5,105 units, 3,765 (74%) are private, 336 (6.5%) are
intermediate, and 1,004 (19.5%) are social rented. Of the 1,004 social rented, 538 (10.5% of the total
units) relate to replacement social rented units at the Portobello Square (Wornington Green)
scheme being developed by Catalyst HA/Kensington Housing Trust.
A3.7 The definition of ‘intermediate housing’ would need additional work to break down,
although we can reasonably assume that the majority of these are low cost home ownership and
that some at least will have been grant funded. It is clear though that currently intermediate housing
is not a significant part of the existing approved development mix.
A3.8

The tenure and bedsize mix of the programme as a whole is as follows:
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Table A3.1

Scheme mix

Private
Intermediate
Social rented
Total
% of whole

1 bed (incl.
studios)
1,093
200
375
1,699
33%

2 bed

3 bed

1,537
117
281
1,966
38%

876
17
247
1,140
22%

4 bed or
more
259
2
101
362
7%

Total
3,765
336
1,004
5,105
100%

% of each
tenure
73.75%
6.6%
19.7%
100%

Source: Molior database

A3.9 Overall one-bedroom units (which include a small number of studio apartments) represent
33% of the whole, two-bedrooms 38%, three bedrooms 22%, and units of four bedrooms or more
7%. Almost all the units are apartments. Whilst using only the bedroom size metric (rather than floor
area) is a little simplistic, we do not believe it is misleading: the number of large apartments such as
penthouses which nominally have only (say) two bedrooms is small, and concentrated almost
exclusively in a small number of very high value schemes, mainly along Kensington High Street.
A3.10 Sales values are not available for many schemes because they have yet to be set by the
developer. Some of the larger schemes have been sold over a number of years, and so in a rising
market this tends to downplay values a little as some of the sales may have been at values set some
years ago.
A3.11 In terms of values of private units, the unweighted mean (total value/number of units) for
the 15 schemes for which we have figures is £1,776 per sq. ft (psf). The unweighted median (i.e. the
‘halfway point’ or 50th percentile, at which 50% of values are above and 50% below) for the same 15
schemes is £1,097 psf. The large difference reflects the number of very high value units on a small
number of schemes. In both cases the term ‘unweighted’ means not weighted according to the
number of units on a scheme.
A3.12 On a similar basis, the absolute values (all in £000) for different bedsizes are as follows:
Table A3.2 Sales values
Unweighted mean
Unweighted median

1 bed
1,093
630

2 bed
1,792
1,133

3 bed
3,454
2,083

Source: Molior database

A3.13 A ‘value map’ across the borough produces the unsurprising conclusion that higher values
are concentrated in Chelsea and along Kensington High Street, and are less in the north of the
borough close to the A40/Westway. In summary these are grouped by postcode as follows, by
number of schemes and units within them:
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Table A3.3 Spread of values
Postcode
W8
W10
W11
W14
SW3
SW5
SW7
SW10
Totals

No. of schemes
8
3
7
5
3
1
1
3
31

No. of units
470
1429
109
1378
153
994
24
548
5105

% of whole (units)
9.1
27.7
2.1
27.9
3.0
19.2
0.5
10.6
100

Price psf
2863
786
1416
1342
2465

726

Source: Molior database

A3.14 We have compared these results by postcode with second-hand property asking prices (from
Rightmove). We have used the median price for a second-hand apartment, and have assumed this to
be of a size of 700 sq.ft (65 sq.m). This gives the following results:
Table A3.4 Comparison with market prices
Postcode

Main ‘village’

W8
W10
W11
W14

Earls Court/Kensington
North Kensington
Holland Park
West
Kensington/Hammersmith
Chelsea
Earls Court
Knightsbridge
Chelsea

SW3
SW5
SW7
SW10

New psf (as
above) (£)
2,863
786
1,416
1,342
2,465

726

Second-hand psf
(£)
1,892
1,057
1,707
1,571
2,357
1,564
2,500
1,643

Second-hand
price (£000)
1,325
740
1,195
1,100
1,650
1,095
1,750
1,150

Source: Rightmove

A3.15 We have also looked at the current sales position on the nine schemes in the borough where
sales are ongoing and/or almost complete, in terms of values. Generally we noted that information
about some schemes in the borough (for example, information as basic as asking prices or units still
for sale) is not easy to come by. This is unusual for new housing schemes and seems to be a
phenomenon only common to high value properties.
Intermediate Housing for Sale: Income modelling
A3.16 This section examines the incomes that would be required to afford to access the
intermediate housing for sale in RBKC i.e. shared equity schemes.
A3.17 We have analysed housing costs across the borough, using the eight postcodes in the
borough as the ‘building block’. We have done this using various equity shares, from 15% to 100%.
The results of this are shown in the accompanying table.
A3.18 Broadly, household incomes required are far above wages for essential jobs in the borough,
reflecting its status as the most expensive borough in the UK. At the lowest point, a 25% share of a
one-bedroom apartment in W10, household income required using the assumptions stated below is
£38,451 pa, and indeed there are only a few instances where the income required is less than the
GLA income caps. At the higher end of the spectrum, to buy a 50% share of a three-bedroom
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apartment in SW7, even at a rent of 0.5% of unsold equity, would require a household income of
nearly £250,000 pa.
A3.19 By way of comparison, the maximum household income limits specified by the GLA, last
uplifted in April 2015, are £71,000 p.a. for one and two-bedroom properties, and £85,000 pa for
properties with three or more bedrooms. On the basis of the assumptions below, few properties in
RBKC are cheap enough to meet these criteria. We understand the Government proposes to
increase these figures to £90,000 (for all shared ownership properties), and to dispense with local
authority nominations and rules requiring sales to particular occupations such as key workers.
A3.20 We have used the prices of second-hand properties as a starting point for this exercise as
there is more data available than for new properties, and because we feel the data for new
properties is skewed by overseas sales and highly professional marketing operations, both of which
tend to inflate prices. In order to get at a per sq. ft. price, we have taken the median value for a twobed apartment in each of the postcodes, and assumed that it has an area of 700 sq.ft (about 65
sq.metres). We have then multiplied this out by London Plan space standards (50sqm for a one-bed,
70 sqm for a two-bed, and 86sqm for a three-bed). This gives values for 1, 2 and 3 bed apartments at
London Plan sizes (likely to be well over 90% of new units) in all postcodes.
A3.21 From these values we have calculated the income required by a household to purchase a
home using the following assumptions:

•
•
•
•
•
•
•

Equity shares at 15%, 25%, 50%, 80% and 100% (see below for justification
for this)
Mortgage rates at 5% p.a. for a repayment mortgage over 25 years with no
early ‘discount’
No savings other than transaction costs (i.e. purchasers are assumed to have
no deposit or equity in an existing property)
Rents at 0.5% p.a. on the unsold equity
Service charges @ £20 p.a. per square metre
Housing costs representing 40% of net income
Net income representing 70% of gross income

We have used the equity shares mentioned above to broadly equate as follows:

•
•
•
•
•

15% = the rate we suggest seeking mortgage finance for (see below)
25% = normally the lowest share lenders will consider to be mortgageable
50% = the ‘midway’ point for shared ownership
80% = broadly equates to the percentage for the current Government Help to
Buy scheme
100% = cost of outright sale with no direct subsidy, included as a comparator
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Table A3.5 Income requirements
Postcode

Bedsize

W8

1 bed

47,141

2 bed

W10

W11

W14

SW3

SW5

SW7

SW10

15%

25%

50%

80%

100%

66,813

115,991

175,006

214,339

65,997

93,538

162,387

245,008

300,075

3 bed

81,083

114,918

199,505

301,010

368,663

1 bed

27,461

38,451

65,925

98,895

120,875

2 bed

38,445

53,831

92,295

138,453

169,225

3 bed

47,233

66,136

113,391

170,099

207,905

1 bed

42,781

60,529

104,899

158,143

193,639

2 bed

59,893

84,741

146,859

221,400

271,095

3 bed

73,583

104,110

180,426

272,006

333,059

1 bed

39,575

55,909

96,744

145,747

178,415

2 bed

55,405

78,273

135,442

204,046

249,781

3 bed

68,069

96,163

166,400

250,685

306,874

1 bed

58,101

82,607

143,873

217,391

266,404

2 bed

81,341

115,650

201,422

304,347

372,966

3 bed

99,934

142,084

247,462

373,913

458,215

1 bed

39,410

55,672

96,325

145,109

177,631

2 bed

55,174

77,941

134,855

203,153

248,683

3 bed

67,785

95,756

165,679

249,587

305,525

1 bed

61,471

87,464

152,447

230,426

282,412

2 bed

86,059

122,450

213,426

322,596

395,377

3 bed

105,730

150,438

262,209

396,333

485,749

1 bed

41,272

58,355

101,062

152,309

186,475

2 bed

57,781

81,697

141,487

213,233

261,065

3 bed

70,988

100,371

173,827

261,971

320,737

Source: TSOP modelling

182

Developing Intermediate Sale Housing in RBKC
A3.22 It should be clear from table A3.1 that ‘pure’ shared ownership using tranches of more than
25% are not viable in RBKC within the Mayor’s income bands; and tranches of below that will only be
viable in some areas, and then mainly only for smaller units, for those at the upper of the Mayor’s
bands. It should also be noted that the income requirements in Table A3.1 relate to a rental charge
of only 0.5% per annum as part of the cost of shared ownership. This is well below the normal
assumption of 2.75% pa, and to achieve this implies a substantial degree of subsidy or cross-subsidy
to make such a scheme viable to a developer. Nonetheless, we list below some options which we
think are worth pursuing with the object of increasing the amount of low cost home ownership
properties available to residents and workers in RBKC. The appendix to this annex comprises a note
describing some of the different types of shared ownership and other types of low cost home
ownership (LCHO) in more detail.
Shared ownership with shares of below 15%
A3.23 Shared ownership homes in London are normally available with minimum equity shares of
25% (although this does not apply to all schemes in London, and outside the capital a 40/60 or 50/50
split is more common). To our knowledge currently no lender will lend at a lower percentage. Given
the particularly high prices in the Royal Borough, and its prestige, we suggest approaching lenders
directly with a proposal for schemes with lower shares – say from 15%. This would be stronger if
RBKC could back any negotiations with financial ‘muscle’ – such as underwriting of some kind, or by
applying this to a regeneration scheme or a conditional land disposal.
A3.24 An alternative method of reducing housing costs would of course be to charge a lower rent
than the standard maximum of 2.75% pa, as we have done above with an assumed rent of 0.5% p.a.
– though, as we note above, this raises issues about development subsidy.
Develop a model of shared ownership with a significant percentage of the land cost (probably
equating roughly to the land value) ‘locked into’ the scheme
A3.25 This model is a combination of the ‘discounted sale’ and shared ownership model. In
essence, a percentage of the value of the property is ‘locked into’ the site for either a fixed period or
in perpetuity. This may relate to a figure given from elsewhere – for example, the land value, or a
cash contribution from a Section 106 Agreement – or it can be set by the borough, or the landlord.
So, for example, an apartment valued at £1 million would be discounted to (say) £600,000, and this
latter figure used as the starting point for a shared ownership sale.
A3.26 Within this, the property would be sold ‘normally’ on shared ownership terms, with shares
available from 25% (that is, priced at £150,000) and rent set on a capital value basis as with most
leases.
A3.27 This model is not that used by the HCA generally, although rural shared ownership (which
sometimes sets a maximum share of 80% and so ‘locks’ 20% of the value into the site) does have
some elements of this. One key concern is ensuring that the benefit of the locked in discount is
retained within the scheme and does not ‘leak’ into the hands of individual residents selling their
shares and moving on, and an adequate legal structure is required to do this.
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DIYSO scheme for key workers
A3.28 The ‘Do-it-Yourself Shared Ownership’ (DIYSO) model is arguably the HCA’s most popular
programme ever with consumers. It has been run several times (in the mid-1980s, in the mid-1990s
aimed at Council tenants, and, as Open Market Homebuy, in the last decade, as well as many locally
funded schemes). All have ended for no other reason than running out of money.
A3.29 The scheme is more accurately described as ‘Find-it-Yourself’ – the onus is on the applicant
to identify a property, normally within pre-specified parameters, and to do everything necessary to
progress the purchase. The scheme has generally been run by housing associations, but some local
authorities have run these directly. Once a property has been identified and a price agreed, the
scheme manager (that is, a housing association or local authority) acquires the property, and grants
a shared ownership lease (or, with apartments, a sub-lease) to the customer.
A3.30 The scheme can be targeted at any client group which the funder/promoter wishes,
although there have been many schemes for key workers.
A3.31 Clearly given price levels within RBKC, the areas of the borough in which this scheme could
be made to work are limited. As at today’s date, for example, there are only 164 properties of any
type in the Royal Borough priced at less than £600,000. These are mostly, of course, one-bedroom
apartments in the north of the borough, but would give some scope. If the search area for
successful applicants was widened to include parts of adjoining boroughs (such as, for example,
Queens Park or Hammersmith) this would increase potential take-up dramatically.
A3.32 The disadvantage of DIYSO schemes is of course that they involve intervention in the existing
market and do not promote new building or give any kind of stimulus to the building industry –
although we are not certain this is a concern in the Royal Borough. The key advantage of the scheme
is that it is extremely popular, provides housing quickly, has minimal development and/or planning
risk, and allows customers to choose properties which fit in with their needs and aspirations.
A3.33 Transactions are almost always at market values, with staircasing when it occurs also at
market values. Properties are effectively managed by the customer – leases put all maintenance and
management obligations on the shared owner, and management is largely restricted to collecting
the rent, administering staircasing and assignments, and so on.
A3.34 In a rising market, the scheme generally makes a capital profit as staircasing occurs, thus
providing an income stream for future reinvestment.
Develop scheme(s) using off-site Section 106 contributions in cheaper areas along the main
transport links running into RBKC
A3.35 Whilst we realise that this may be contentious, we feel we cannot realistically ignore the
advantages of building schemes in cheaper areas with direct transport links to the Royal Borough.
Whilst the difference in values between RBKC and outer London boroughs is hardly likely to come as
a surprise, the difference made by a 35 minute tube journey is truly extreme.
A3.36 By way of example we have plotted the difference in values of both new and second-hand
properties along 15 stations on the Piccadilly Line (Hounslow West to Knightsbridge). The results are
as follows:
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Table A3.6 Difference in values by location
Station
Knightsbridge
South Kensington
Gloucester Road
Earls Court
Barons Court
Hammersmith
Turnham Green
Acton Town
South Ealing
Northfields
Boston Manor
Osterley
Hounslow East
Hounslow Central
Hounslow West

Journey time to
Knightsbridge (minutes)
0
3
5
7
9
10
15
19
22
24
27
30
32
33
35

Median 2 bedroom
value (£)
2,100,000
1,750,000
1,375,000
1,150,000
650,000
750,000
700,000
500,000
485,000
650,000
535,000
350,000
310,000
310,000
245,000

% of value of
Knightsbridge property
100
83
65
55
31
36
34
24
23
31
25
17
15
15
12

Source: TSOP research and modelling

A3.37 In each case we have taken the median asking price for a 2 bedroom unit (not specified,
although these are likely to be mainly apartments) within a quarter-mile radius of the station (except
in 2 cases where a half-mile radius has been used).
A3.38 Put simply, for every unit provided in Knightsbridge, eight can be provided for the same
money in Hounslow, and three to four along the line roughly following the A4 leading from Chiswick
to Heathrow. Whilst we have not carried out the same exercise for Central or District Line stations,
we would expect them to show a similar pattern, although perhaps not to quite the same extent.
Other possibilities for delivering Intermediate Sale Housing
Other possibilities which we have looked at include the following:
Help to Buy
A3.39 Whilst this is one of central government’s key housing policies to promote new housing, we
feel that it is largely irrelevant to RBKC as the scheme has a price cap of £600,000. We note the
proposed linkage with the Starter Homes initiative suggested by the government in the pre-Budget
statement.
Starter Homes Initiative
A3.40 Following a consultation launched in December 201469, the government, in March 2015,
announced through a Written Ministerial Statement70 a change to national planning policy which
introduced ‘Starter Homes’ for ‘exception sites’, supported by new Planning Practice Guidance71. The
PPG sets out that Starter Homes “should be no more than... £450,000 in London” (paragraph 002)
and “offered to for sale at a minimum of 20% below its open market value of the property” (up to

69 https://www.gov.uk/government/consultations/stepping-onto-the-property-ladder
70 https://www.gov.uk/government/speeches/starter-homes
71 http://planningguidance.planningportal.gov.uk/blog/guidance/starter-homes/
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the £450k London cap) (paragraph 003). The PPG goes on to state that Starter Homes “are expected
to be offered to people who have not previously been a home buyer and want to own and occupy a
home, and who are below the age of 40 at the time of purchase” (paragraph 003).
A3.41 The Chancellor’s ‘Fixing the Foundations: Creating a More Prosperous Nation’72 document
confirmed the new government’s commitment to get 200,000 Starter Homes built by 2020 and the
government’s intention of “extending the current exception site policy” (paragraph 9.23). Chapter 1
of the Housing and Planning Bill73 which was published in October 2015 contains proposed primary
legislation for Starter Homes and is expected to be given royal assent in spring 2016.
A3.42 The scheme in essence proposes that new homes be sold at a 20% discount to first time
buyers under 40. In total the target is to produce 200,000 homes over the next few years. In return
developers will largely be exempt from affordable housing requirements through Section 106
agreements on schemes included as eligible.
A3.43 A 20% discount in itself is unlikely to be sufficient to make properties affordable in the Royal
Borough to people on moderate incomes, especially as the London cap on values is likely to be
£450,000. Even if properties below that price were available, research by Shelter indicates that an
income of £77,000 and a deposit of £98,000 would be required. 74
Schemes involving ‘discounts’
A3.44 Whilst we have recommended above the principle of capping values and ‘locking’ the
surplus into the site, we do not recommend crudely discounting the market price to initial buyers.
We feel that this is likely to result in windfall profits being made by initial buyers to the detriment of
subsequent buyers.
Pocket
A3.45 Pocket is a niche housing developer which specialises in developing one-bedroom starter
apartments to a compact but high standard, with a very specific design brief aimed at younger
working people. Units are generally sold at a 20% discount to market price, with the discount
subsidised by a relaxation of affordable housing requirements. They are developing a Joint Venture
scheme with Westminster City Council
‘Try before you buy’
A3.46 The ‘try before you buy’ or ‘Rent to Homebuy’ scheme involves renting out a new property,
usually on an Assured Shorthold Tenancy, to a customer for a relatively lengthy term (up to 5 years),
at a rent at (or very close to) market levels. However, the scheme involves some of this rent being
set aside to act as a deposit on the purchase of the same unit on shared ownership at the end of the
initial term.
A3.47 The scheme was introduced on a widespread basis by the HCA for housing associations in
2009 following the 2008 crisis, at a time when shared ownership sales were difficult.

72 https://www.gov.uk/government/publications/fixing-the-foundations-creating-a-more-prosperous-nation
73 http://services.parliament.uk/bills/2015-16/housingandplanning.html
74 http://blog.shelter.org.uk/2015/10/can-you-afford-a-starter-home/
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HCA funding
A3.48 Most of the 200,000 homes (or so) produced over the last 30 years for low cost home
ownership have been funded in part through the HCA (or its predecessor body the Housing
Corporation). The majority of these were funded on a national basis, although funding responsibility
is now devolved to the GLA and is under the Mayor’s control. Funding is ‘branded’ as The Mayor’s
Housing Covenant.
A3.49 The current funding round is for 2015 to 2018. The total allocated funds for the period
(which includes some carry over from the 2011 to 2015 programme) are £665 million. This is to partfund 28,915 homes, giving an average grant rate of £23,011 per home. However, within this, there
are individual allocations which are at a much higher level, with a highest level of nearly £53,000 per
unit.
A3.50 Whilst we think this area should be looked at in more detail, it is obvious that allocations at
these levels will not in themselves provide enough subsidy to make any scheme ‘stack up’ and will
need subsidy from another source in addition.
Regeneration schemes
A3.51 We have not looked at RBKC’s regeneration schemes from the point of view of LCHO,
though there may well be opportunities here, using the Royal Borough’s ownership of the land as a
factor in discounting cost. We are aware that there are a number of schemes already considering
this, not only using the authorities’ own stock, but also in conjunction with housing association
partners. While we understand that increasing density through developing taller buildings is not
current policy, nonetheless where the local environment is more conducive to tall developments,
this should be considered in the interests of reducing the cost-per-unit, and enabling more
realistically priced LCHO homes to be built
Intermediate Housing for Rent
A3.52 Intermediate rented schemes are a way into home-ownership for people who don’t have the
money for a deposit to buy a home. A subsidised rent is paid up to a maximum of 80% of typical
market prices for the area. The reduced rent is intended to allow the occupants to save a deposit so
that they can then either buy the home they are renting or they are able to purchase a property in
the open market.
A3.53 In RBKC, median weekly rates currently range from £450 per week for a one bed dwelling to
£1,200 per week for a four bed plus dwelling as show in Table A10:7 below. These are significantly
higher than the London-wide median rents, particularly for the larger dwellings where rents are
more than double the London median. Inevitably, these high rents make the cost of intermediate
rent products priced at the 80% of market rent unaffordable to all except those at the very top of
the Intermediate income thresholds set out in the London Plan, as shown in Table A3.7. The Council
has therefore sought to set out its own Intermediate rent policy to ensure that such products are
affordable to a range of low and middle income households (Table A3.8).
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Table A3.7 Intermediate rents and incomes
Property Size

RBKC Private
Sector Rents –
Median wkly

London Median
wkly

80% of RBKC median
market rents wkly

1 bedroom
2 bedrooms
3 bedrooms
4+ bedrooms

£450
£650
£975
£1200

£276
£334
£403
£552

£360
£520
£780
£960

Income required to
afford 80% market
rent (based on 40%
net income)
£46,800
£67,600
£101,400
£124,800

Source: Private Sector Weekly rents for RBKC - London Rents Map – London Data Store

RBKC Intermediate Rent Policy
A3.55 The Council has recently adopted the following Intermediate Rent Setting Policy. Weekly
rents charges are based on 40% of net income levels set at what is affordable for the lowest earnings
in each income bracket with no differentiation on property size/ number of bedrooms. Rent
increases will only occur when the household income moves into the next higher income bracket.
Table A3.8 RBKC Intermediate rents and incomes bands
Annual Household
income (£)
20,000-30,999
31,000-45,999
46,000-60,499
61,000-70,999
71,000-85,000

Rent per week £
One Bedroom
128
186
262
329
N/a

Rent per week (£)
Two Bedrooms
186
262
329
N/a

Rent per week £
Three Bedrooms
262
329
373

Source: RBKC Intermediate Rents Policy

A3.56 Under the policy, those within the lowest income bracket will only be offered one bedroom
properties. One and two bedroom properties will also not be offered to those with an income over
£71,000 in accordance with the affordability criteria set by the Mayor in the London Plan. In
addition, households with savings over £100,000 will not be eligible to apply for Intermediate Rent
properties.
Delivering Intermediate Rent in RBKC
Rent to Save
A3.57 Intermediate rent already forms part of Mayor of London’s official intermediate housing
programme known as ‘First Steps’. The ‘rent to save’ product offered is for properties that can be
let on a assured shorthold tenancy for fixed term up-to five years up to a maximum of 80% of market
rent. A savings plan will be put in place with the tenant to help them raise a sufficient deposit to
purchase on either shared ownership or equity loan terms within five years.
Dolphin Square
A3.58 Dolphin Living is a charitable foundation based in Westminster who aim to develop small
apartments for rent for a similar client group to Pocket. They also are involved in joint projects with
Westminster City Council. They do not currently have any schemes in RBKC but potential
partnerships could be explored.
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Appendix to annex 3
Background notes on types of LCHO and intermediate
housing
Introduction
This section is designed to give general briefing information on the various forms of intermediate
housing that have been utilised in England over the last three decades or so. We have included it
here in order to avoid confusing the proposals above with too much background information. We
need to give a ‘health warning’ about this section. At the date of drafting (December 2015) the
government has just issued a range of proposals to change the rules around shared ownership,
including increasing the maximum incomes for purchasers, removing priority for particular
occupational groups, and allowing shared ownership to be used for second- as well as first-time
buyers.
These proposals also need to be seen in the context of increasing emphasis on Starter Homes as
affordable housing provision, discussed elsewhere in this annex and appendix.
Over the last 30 years or so since its introduction, there have been a bewildering number of different
intermediate housing schemes. However, they can be grouped into four main ‘families’:

•
•
•
•

Shared Ownership
Equity Sharing Schemes
Sales to Tenants
Intermediate rented schemes

Although in some cases there is some crossover between the different types.
Shared Ownership
Shared ownership is the original ‘part-buy, part-rent’ scheme first introduced by the GLC in 1979.
Customers buy an initial equity share, normally between 25% and 75%, and pay rent on the share
they have not (yet) bought, known as the unsold equity. Rent is paid as a percentage of the unsold
equity. Management and maintenance is the responsibility of the resident (whatever percentage
share is owned).
Most shared ownership schemes have been built by housing associations, normally funded by the
GLA, the HCA, or their predecessors. In total some 200,000 units have been built. Properties
provided with public funding generally have to comply with a series of ‘fundamental clauses’, the
main ones of which are:

•
•

•

All transactions to be based on current market value
Shared owners have the right to ‘staircase’ (buy the outstanding equity, or part
of it) at any time after one year of ownership, at a proportion of the market
value at the time of purchase
Shared owners have the right to sell (‘assign’) their existing share to an incoming
owner
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•

A clause, known as the mortgagee protection clause, must be included in all
leases to protect lenders

These fundamental clauses do not necessarily all apply where the scheme is not funded by the state
(for example, through Section 106 agreements). Generally, properties are managed by the developer
association (often, of course, on mixed tenure schemes), although there is no absolute requirement
to do this.
Within this framework, most of the rules applying to Social Housing Grant for rented properties
(such as quality standards, procurement procedures, etc) apply as much to shared ownership as to
‘social’ or ‘ Affordable’ rented units.
The majority of shared ownership schemes have been new construction, but the DIYSO scheme,
which works exclusively with existing properties, has been very successful (see above).
Generally, shared ownership has been a very successful and flexible product and has taken many
forms over the last 30 years. These include, for example:

•
•
•
•

Shared Ownership for the Elderly – targeted at sheltered schemes
Self-Build Shared Ownership – where applicants invest free labour (known as
‘sweat equity’ rather than cash)
Flexible tenure – where equity can ‘slide’ from 0% to 100% (Joseph Rowntree
Housing Trust has been the pioneer of this)
Shared ownership for leaseholders on regeneration schemes

Equity Sharing Schemes
Equity sharing schemes normally involve a much higher initial equity share, normally of 75% of more.
In many cases no rent is paid on the remaining tranche, at least in the initial years. Equity sharing
schemes often have a different legal structure, with a freehold being transferred subject to a charge,
rather than having a leasehold/landlord and tenant structure as shared ownership leases do.
The most recent schemes in this ‘family’ are the current Help to Buy schemes, and their
predecessors Homebuy and Homebuy Direct run by the HCA and English Partnerships. In the case of
the current schemes, customers are required to buy a stake of 80% (or more). No rent is payable
until year 6, after which a ‘rent’ of 1.75% pa on the capital value is payable
Sales to Tenants
The third group of schemes is that of sales to existing social housing tenants. Of these, the Right to
Buy (RTB) is of course the best known, and dwarfs all other schemes in terms of quantity. Take-up of
RTB has varied enormously as discounts have been increased and decreased.
In addition to the Right to Buy there have been various transferable discount schemes, where social
housing tenants are given a cash incentive to relinquish their tenancy. These have been mainly
directed at housing association tenants, although the current proposal is for the full RTB to be
extended to HA tenants. Some HA tenants do have the ‘preserved’ RTB, whilst others have the Right
to Acquire, and Social Homebuy, although the discounts for the latter are too low for the schemes to
have been successful.
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Generally these schemes make little or no contribution to meeting housing need as they do not
involve the creation of any new stock.
Intermediate rent
Over the last 15 years or so there has also been a number of schemes, initially mainly run by housing
associations, to provide housing at intermediate, or ‘sub-market’ rents. This is normally defined as
being at up to 80% of market value. These are often for longer terms than the standard one-year
Assured Shorthold Tenancy available through the Buy to Let market. Increasingly large private rental
firms (such as, for example, Grainger) are entering this market, often with some public assistance.
A variant of this has been the ‘try before you buy’ (see above) where tenants move in on an AST and
are encouraged to save to buy an equity share in the property after a few years.
New housing association schemes are of course now obliged to charge ‘Affordable’ Rents, which
tend to be in the range of 50% to 80% of market rent – which in central London is far in excess of
‘social’ or ‘target’ rents
Starter Homes
Starter Homes are discussed in more detail in 10.40 – 10.43, but they need to be referred to here as
they are part of the LCHO / Intermediate ‘family’. The government has pledged to introduce Starter
Homes as a new form of affordable housing. Details of the scheme are still being worked out at the
date of writing, but these are likely to be homes for sale to first time buyers aged under 40 at a 20%
discount below market value. This would be fixed for five years, after which time the buyer could
sell at full market value. The government has a target of 200,000 of these by 2020.
The likelihood is that developers will have to build a set proportion of these on reasonably-sized
sites, instead of meeting s. 106 or Community Infrastructure Levy responsibilities – in other words,
they would replace affordable rented and other low cost ownership and rental products for first call
on development schemes. There is also the possibility that applicants will also be able to access the
Help to Buy scheme, and obtain an equity loan of 40% (in London) on top of the 20% Starter Homes
discount.
However, there is likely to be a cap of £450,000 on the value of these homes in London, meaning
that they are likely to be an unviable development option in much of RBKC.
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Annex 4

The prime and super-prime sectors

Key messages
The most expensive housing in Britain is found in RBKC. The average cost of a square metre
of home is nearly £12,000. While there are no standard definitions of ‘prime’ and ‘superprime’ properties, we conclude that super-prime properties are valued at more than £10M
and prime properties between £2M and £10M. In RBKC nearly 6,000 properties have been
sold for £2M or above over the last ten years. Underlying this are average price increases of
over 12% between January 2014 and July 2015. The four most expensive areas within the
Royal Borough are SW1X, W8, SW7 and SW3, followed by SW5, SW10, and W11, where
average sales prices are all above £1M; SW1X is the highest value postcode, with average
prices of £2.4M. Since 2010, in the four most expensive postcodes 6,807 homes have been
sold of which 41% sold for over £2M and a further 2% for over £10M. In October 2015, of
the 244 homes in RBKC being marketed on the Rightmove web site, 27% were for sale above
£2M, including 3% that are above £10M.
Sales volumes have declined since the 2014 peak. The major trend over time is the
increasing proportion of flats and the reducing proportion of terraced houses in the
markets. In 2010 flats comprised 40% of sales; they now comprise 60%. Conversely,
terraced houses fell from 57% in 2010 to 46% in 2015. Though the majority of the market is
for second hand sales, there has been an increase in new build units, rising from 1% to 7%
from 2010 to 2015. The vast majority have been flats. The switch from houses to flats has
also meant that the average price per unit has dropped. Analysts consider that the switch is
driven by increased preference for professional management in blocks, lifestyle trends,
security awareness, and a desire for ‘added value’ services, such as leisure facilities,
available in blocks.
In terms of the owners and residents, they can be divided into three groups: those that
intend to live in the property as a main home or as an occasional residence; those who buy
as an investment, and rent it out; and those who buy but do not rent it out, treating it solely
as a financial investment and ‘safe haven’ for their assets. Some 9.5% of RBKC stock is
classified as ‘second home’ on the Council Tax register. The trend has been for properties to
be increasingly used as transient residences, particularly for business school students and
international workers on short term contracts.
Foreign buyers accounted for 20% of all sales in RBKC in 2014, but 75% of sales of new
properties, and Savills estimates that two-thirds of buyers are investors rather than
occupants. Though unstable economies elsewhere in the world (China, Russia) have
encouraged investment, the biggest buyers of prime properties are in fact Western
European neighbours (France has been singled out), and Nordic countries, followed by

1

Middle East, and North Africa. But buyers at the top super prime end tend to be from
Eastern Europe and the former Soviet Republics.
In terms of the impact of the prime and super-prime market, market analysts tend to stress
the positive aspects: they argue that there would have been less development (and as a
sub-set, less development of affordable housing) had it not been for international
investment in the prime and super-prime markets; and that it has stimulated the central
London economy, and has supported public amenities. London First argues that the fact the
prime market remained strong throughout the recession of 2007 onwards while the core
market contracted enabled investment in affordable housing to continue. They also stress
the ongoing use of S106 and Community Infrastructure Levy that is resourced by the
markets. However, this chapter also notes negative impacts: reluctance of developers to
entertain on-site provision of affordable housing, as it would reduce property values (and
therefore increase pressure for off-site, in kind, or out of area affordable housing
development); increasing mono-tenure areas (of wealth and / or absent owners /
investors), knock-on effects on supply and prices, negatively impacting on the ability of
domestic purchasers to engage with the market, and negative impacts on the commercial
and retail sectors by reducing their local customer base.

Introduction
A4.1 While examining the nature of the ‘prime’ and ‘super-prime’ sectors is not an
integral part of an SHMA, given the Royal Borough’s unique circumstances, it would be
remiss not to acknowledge the nature and potential impact of this sector on other housing
markets within the area. This chapter seeks to:
•

Define, locate and quantify the prime and super-prime sectors

•

Identify trends within the sector, particularly relating to price and locality

•

Assess the use of prime and super-prime units, and nature of buyers

•

Identify the impact of the market on current planning policy, particularly in relation
to affordable housing, the implications of the development of this sector on the
Borough

11.2 The context for this chapter is the fact that the most expensive housing in Britain is
found in RBKC. In the most recent survey by the Halifax Building Society (June 2015)1 has
identified Kensington and Chelsea as the most expensive district in Britain, with the average
cost of a square metre of home being £11,635 (£1087 per square foot). This is reflected in
1

http://www.lloydsbankinggroup.com/globalassets/documents/media/press-releases/halifax/2015/150623house-prices-per-sqm-final.pdf
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neighbouring areas, with Westminster and Camden averaging £9,571 and £8,829 per square
metre respectively.
Section 1: Defining and locating the Prime and Super-Prime sector
A4.3 There are no standard definitions of prime and super-prime properties. We have
reviewed various sources to assess the most appropriate bandings, including discussion with
residential agents and relevant publications.
A4.4 According to Crayson (a ‘boutique’ RBKC-based estate agency), there is “a very
straightforward list of benefits that establishes ‘prime’, and distinguishes the best from the
rest”2:
• Victorian, Edwardian or Georgian properties, impeccably renovated or not renovated at
all
• New conversions in period buildings
• Apartments should be 1st floor or 2nd floor
• Good proportions
• Primary location is crucial
• Central London
• Quiet road
• Close to local amenities
• Within 5 minutes of underground
• Lateral conversions are a bonus
• Garden square properties also a bonus

A4.5 However this ignores the new build sector, which has seen an increase in delivery in
recent times.
A4.6 Using a percentile definition (that is one that places prime markets in the top decile
or smaller percentage of prices) is not appropriate due to the differing local property
markets within the Borough, and the fact that the rise in high-end property has a
“stretching” effect on the range of market prices.
A4.7 It could be presumed that a prime property is one that sits within the top band of a
Local Authority’s Council Tax Bandings. Band H in Kensington and Chelsea includes units
that were valued over £320,000 in April 1991. Using the Land Registry’s Price Calculator, a
property valued at £320,000 in January 1995 would be worth in excess of £2,304,503 at
today’s prices. In the case of Kensington and Chelsea all homes in Band H would be defined
as prime.
A4.8 In terms of location, the prime market was often linked to specific areas of London,
such as Belgravia, Knightsbridge, Mayfair and Chelsea, which have been considered highly
2

‘What makes a prime property prime? http://www.crayson.com/2013/07/what-makes-prime-propertyprime-2/
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desirable areas for a considerable period of time, with both location and type of housing
stock, and are considered historical wealth centres.
A4.9 However the growth of London property prices has seen a number of other areas
achieve prime status, such as Westminster, Victoria and Pimlico. The lack of available land in
traditional prime areas has seen the expansion of the market, as new buyers are less
concerned with location, and place great importance on high specification developments,
which we are seeing developed in peripheral areas such as Fitzrovia and the South Bank.
A4.10 This expansion of the locational nature of the prime and super-prime market is
evidenced in Knight Frank’s London Hotspots (Residential Development Opportunity Areas)
2015 report3 which identifies areas such as Earls Court and Kings Cross which will benefit
from “the ‘ripple-out’ effect of prices from central London [and] some of the large-scale
placemaking that is already underway or planned.”
A4.11 Additionally, Jones Lang LaSalle4 has identified areas such as the South Bank and
Nine Elms as “neo- prime locations,” where domestic buyers who have been priced out of
the traditional prime areas are looking to purchase.
A4.12 The desirability of high value London property, both as a place to live and a safe
investment, has seen bespoke developments created in areas that do not border those
generally identified as traditional prime. For example, in areas such as the City of London,
Shad Thames and Soho high quality schemes developed by developers such as Berkeley
Homes (One Tower Bridge), Reignwood (Ten Trinity Square) and Rokstone (10 Soho Square)
see the majority of homes being marketed above £2m.
A4.13 Despite Charles Willis, Head of London Residential at Strutt and Parker “defin[ing]
prime as anywhere where individual properties are selling for over £5million,” we consider
that the evidence described above encourages us to adopt the following definitions:
Table A4.1 Value band definitions

Value Band

Definition

More than £10m
£2m to £10m
Less than £2m

Super prime
Prime
Core

3

http://www.knightfrank.co.uk/research/london-development-hotspots-2015-2823.aspx
‘Redefining prime – London’s new luxury postcodes’ http://www.telegraph.co.uk/luxury/property-andarchitecture/72964/redefining-prime-london%E2%80%99s-new-luxury-postcodes.html
4
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Quantifying the sector
Historic sales data
A4.14 Since 2005, the Royal Borough of Kensington and Chelsea has seen over 61,500
home sales, with a value of over £59 billion, with the average sale price of £964,275.
Of these sales, 2,401 have been new build properties, with an average sales price of
£1.09million. Of these units 211 (9%)have been sold for more than £2million, and 22 (1%)
for more than £10million.
59,110 previously owned homes have been sold in the last 10 years. The average value for
these properties is £958,000, with 5,657 sales (10%)of £2million or more, and 200 (0.3%)
above £10million.
Of the total sales for the last ten years, 5,868 homes have been sold for £2million or above,
which is 10% of the total transactions.
Recent sales data
A4.15 Between Q1 2014 and Q2 2015 there have been 3,471 residential sales in Kensington
and Chelsea.

Source: Land Registry

We can see that there was a peak between January and October 2014, whilst monthly
volumes have been generally lower since this point.
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Source: Land Registry

Average prices have risen from £1,205,785 in January 2014 to £1,351,645 in July 2015. This
equates to an increase of 12%.
Comparison with similar local areas
Westminster

Source: Land Registry

A4.16 In the last calendar year, the City of Westminster has seen , sales, compared to 1571
in Kensington and Chelsea.
The average price in Westminster is £980,991, compared to £1,326,348 in Kensington and
Chelsea.
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Camden

Source: Land Registry

A4.17 In the last calendar year, the Camden has seen 1,632 sales, compared to 1,571 in
Kensington and Chelsea. The average price in Camden is £813,673, compared to £1,326,348
in RBKC.
Hammersmith and Fulham

Source: Land Registry
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A4.18 In the last calendar year, Hammersmith and Fulham has seen 1,606 sales, compared
to 1,571 in Kensington and Chelsea. The average price in Hammersmith and Fulham is
£783,808, compared to £1,326,348 in Kensington and Chelsea.
Conclusion
A4.19 From this data it is clear that residential values in Kensington and Chelsea are higher
than those in the neighbouring boroughs, and sales volumes are lower. This would support a
hypothesis that Kensington and Chelsea contains more property in the premium sector of
the property market.
Postcode sales data
A4.20 In this section we will analyse the sales data of the postcode areas of Kensington and
Chelsea and the immediate surrounding authorities, to identify trends, and locate the
potential prime and super prime areas.
SW1X

A4.21 The SW1X postcode covers Belgravia, Knightsbridge, and Westminster. The average
number of annual sales has dropped to 50 per annum from a peak of 330 in 2002. The
average price has risen from less than £500,000 in 1995, to a peak of £2.8million in 2014.
The current average in 2015 is lower, at £2.4million. The greatest price growth can be seen
between 2010 and 2014, where average prices grew from £1.1m to £2.9m, an increase of
over 160%.
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SW3

A4.22 The SW3 postcode covers Chelsea, Brompton, Knightsbridge, and Kensington. The
average number of annual sales has dropped to 200 per annum from a peak of 830 in 1997.
The average price has risen from less than £250,000 in 1995, to a peak of £1.6million in
2014. The current average in 2015 is lower, at £1.4million. The greatest price growth can be
seen between 2009 and 2014, where average prices grew from £900,000 to £1.6m, an
increase of 78%.

SW5
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A4.23 The SW5 postcode covers Chelsea, Kensington and Earl’s Court. The average number
of sales dropped to 100 per annum from a peak of over 600 in 1999. The average price has
risen from less than £200,000 in 1995, to a peak of £1million in 2014. The current average in
2015 is slightly higher, at £1.1million. The greatest price growth can be seen between 2009
and 2015, where average prices grew from £600,000 to £1.1m, an increase of 83%.
SW6

A4.24 The SW6 postcode covers Fulham and Parson's Green in the neighbouring authority
of Hammersmith and Fulham. The average number of sales dropped to 490 per annum from
a peak of over 2,000 in 1999. The average price has risen from less than £200,000 in 1995,
to a peak of £900,000 in 2015. The greatest price growth can be seen between 2009 and
2015, where average prices grew from £590,000 to £900,000, an increase of 53%.
SW7
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A4.25 The SW7 postcode covers South Kensington and parts of Knightsbridge within
Kensington and Chelsea. The average number of annual sales has dropped to 170 per
annum from a peak of over 900 in 1999. The average price has risen from less than
£250,000 in 1995, to a peak of £1.75million in 2015. The greatest price growth can be seen
between 2010 and 2015, where average prices grew from £950,000 to £1.75m, an increase
of 84%.
SW10

A4.26 The SW10 postcode covers West Brompton and Chelsea in Kensington and Chelsea.
The average number of annual sales has dropped to 100 per annum from a peak of over 680
in 1997. The average price has risen from £200,000 in 1995, to a peak of £1.1million in 2014.
The current average price is £1million. The greatest price growth can be seen between 2009
and 2014, where average prices grew from £700,000 to £1.1m, an increase of 57%.
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W2

A4.27 The W2 postcode covers Paddington, Bayswater, Hyde Park, Westbourne Green,
Little Venice, Notting Hill and Westminster. The average number of annual sales has
dropped to 240 per annum from a peak of over 1,600 in 2002. The average price has risen
from £180,000 in 1995, to a peak of £900,00 in 2015. The greatest price growth can be seen
between 2009 and 2015, where average prices grew from £700,000 to £900,000, an
increase of 22%.
W8

A4.28 The W8 postcode covers Kensington and Holland Park in Kensington and Chelsea.
The average number of annual sales has dropped to 180 per annum from a peak of over 750
in 1999. The average price has risen from £300,000 in 1995, to a peak of £1.8million in 2015.
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The greatest price growth can be seen between 2009 and 2015, where average prices grew
from £1million to £1.8m, an increase of 80%.
W10

A4.29 The W10 postcode covers North Kensington and parts of Queens Park in Kensington
and Chelsea. The average number of annual sales has dropped to 100 per annum from a
peak of over 400 in 2002. The average price has risen from £100,000 in 1995, to a peak of
£670,000 in 2015. The greatest price growth can be seen between 2011 and 2015, where
average prices grew from £420,000 to £650,000, an increase of 24%.
W11

A4.30 The W11 postcode covers Notting Hill, Holland Park in Kensington and Chelsea. The
average number of annual sales has dropped to 160 per annum from a peak of over 780 in
1999. The average price has risen from less than £200,000 in 1995, to a peak of £1.17million
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in 2014. The current average price is £1.6million. The greatest price growth can be seen
between 2009 and 2014, where average prices grew from £650,000 to £1.17m, an increase
of 80%.
W12

A4.31 The W12 postcode covers Shepherds Bush and White City in the neighbouring
authority of Hammersmith and Fulham. The average number of annual sales has dropped to
160 per annum from a peak of over 720 in 2002. The average price has risen from £100,000
in 1995, to a peak of £600,000 in 2015. The greatest price growth can be seen between
2010 and 2015, where average prices grew from £400,000 to £600,000, an increase of 50%.
W14
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A4.32 The W14 postcode covers West Kensington, Kensington Olympia and Holland Park in
Kensington and Chelsea. The average number of annual sales has dropped to 210 per
annum from a peak of over 1,800 in 2002. The average price has risen from £110,000 in
1995, to a peak of £880,000 in 2015. The greatest price growth can be seen between 2012
and 2015, where average prices grew from £500,000 to £880,000, an increase of 76%.
General trends
A4.33 From this data we can ascertain the following:
•
•
•

The areas with the highest average prices are SW1X, SW3, SW5, SW10, W8 and W11,
where average sales prices are all above £1million.
SW1X is the highest value postcode in the Borough, with the average price at £2.4m.
Sales volumes have declined in these areas since the market peak in 2014, while in
general prices have continued to rise.

Current New Build market
A4.34 As at October 2015, there were eight new build schemes of twenty units or more on
sale In Kensington and Chelsea.
Table A4.2 Current New Build schemes

Scheme
One Kensington Gardens
De Vere Estates Ltd
151-161 Kensington High
Street, English Rose Estates
Portobello Square Catalyst
Housing
Argyll Place Taylor Wimpey
Central London
The Ladbroke Grove Taylor
Wimpey Central London
More West Peabody
375 Kensington High St, St
Edward
Kensington Row,
St Edward

Postcode
W8 5AF

Total
homes
97

Average
price
£10,141,379

Maximum
price
£30,000,000

W8 6SU

27

£2,518,750

£3,200,000

W10 5RZ

149

£879,314

£2,100,000

W10 6DL

37

£2,898,181

£4,000,000

W10 5AH
W10 6TR

145
112

£931,538
£580,866

£1,375,000
£767,000

W14 8QT

506

£1,684,839

£7,722,500

W14 8PU

150

£2,971,206

£4,190,000

Source: Molior

A4.35 Of these, only three schemes have an average price of less than £1million, and four
have an average price above the level of £2million. One scheme has an average price above
the level of £10million. On all bar two schemes, the maximum price is above £2million.

15

A4.36 There are currently 244 new homes being marketed on Rightmove.com. Prices range
from £550,000 to £26,000,000.
Table A4.3 Current market price bands

Price Bandings
£500,000 to £1 million
£1 million to £ 2million
£2 million to £10 million
£10 million and above

Number
of units

Proportion
of units

83
96
59
6
244

34%
39%
24%
3%
100%

Source: Rightmove.com

A4.37 Of these properties, 27% are for sale above £2million, and 3% above £10 million.
Section 2: Identification of trends, including price and locality

A4.38 This section seeks to identify historic trends in the prime and super-prime market,
including the growth in prices in both historic and new build properties, with the objective
of defining the preferred size and type of units, and identify locational “hotspots”.
The Prime and Super-Prime market has seen rapid price growth in recent years, as values
have outstripped those in London in general.
London has seen prices rise by 53% since Q1 2010, from £280,791 to £429,711
Table A4.4 London average house prices (£)
500000
450000
400000
350000
300000
250000
200000
150000
100000
50000
Q1 2010
Q2 2010
Q3 2010
Q4 2010
Q1 2011
Q2 2011
Q3 2011
Q4 2011
Q1 2012
Q2 2012
Q3 2012
Q4 2012
Q1 2013
Q2 2013
Q3 2013
Q4 2013
Q1 2014
Q2 2014
Q3 2014
Q4 2014
Q1 2015
Q2 2015

0

Source: Land Registry

The Prime Central London market has grown over 65% in the same period.
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Prime central London house prices
7.00
6.00

£ million

5.00
4.00
3.00
2.00
1.00
0.00
Q1 2010

Q1 2011

Q1 2012

Q1 2013

Q1 2014

Q1 2015

Source: Knight Frank Residential Research

A4.39 However, the tables below show that this rise has shown a marked reduction since
Q1 2012.

Source: Knight Frank Residential Research.
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Sales volumes have also reduced, as demonstrated in the postcode tables in this chapter and the
tables below.

Prime sales in Kensington and Chelsea

A4.40 The three most expensive postcodes in London, in terms of average price, are SW1X,
W8 and SW7, all contained within Kensington and Chelsea, with SW3 in sixth place.
Table A4.5 RBKC postcodes by average price

Postcode Area
SW1X - Belgravia, Knightsbridge, Westminster
W8 - Kensington, Holland Park, Kensington and Chelsea
SW7 - South Kensington, Knightsbridge, Kensington and Chelsea
W1G - Harley Street, Westminster
W1K - Mayfair (north), Grosvenor Square, Westminster
SW3 - Chelsea, Brompton, Knightsbridge, Kensington and Chelsea
SW1W - Belgravia, Westminster
WC2B - Drury Lane, Aldwych, Camden
W1H - Marylebone, Westminster
WC2N - Charing Cross, Westminster

Ave. Price
£2,391,256
£1,857,159
£1,778,637
£1,701,584
£1,657,353
£1,399,697
£1,373,217
£1,295,381
£1,294,239
£1,277,470

Source: Land registry

Quantum of Prime and Super Prime sales

A4.41 Since 2010, 6,807 homes have been sold in these four postcode areas, of which
2,267 (41%) are above £2million, with 130 selling for £10million or more.
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Table A4.6 Prime and super-prime sales
Sales Prime % Super Prime %
1269 270 21
7
1
1204 313 26
7
1
1117 341 31
24
2
1366 490 36
32
2
1316 531 40
44
3
536
200 37
16
3

Year
2010
2011
2012
2013
2014
2015

Source: Land Registry

A4.42 We can see that the number of units sold that fall within the Prime category grew
steadily from 21% in 2010 to 40% in 2014, which reflects both overall price rises, and the
evidence presented in Table A4.6. Super Prime numbers have grown in percentage terms
from 1% in 2010 to 3% in 2015.
Table A4.7 Types of Prime and Super Prime units

2010
2011
2012
2013
2014
2015

Prime Sales Detached
270
1
313
3
341
1
490
5
531
2
200
0

%
0.4
1.0
0.3
1.0
0.4
0.0

Semi-detached
7
15
8
16
11
4

%
2.6
4.8
2.3
3.3
2.1
2.0

Terraced
155
164
186
234
232
92

%
57.4
52.4
54.5
47.8
43.7
46.0

Flat
107
138
169
267
330
120

%
39.6
44.1
49.6
54.5
62.1
60.0

A4.43 The major trend identified when looking at the unit typology in regards to Prime and
Super Prime sales, in the increase in the number of flats purchased, and the decrease in
terraced houses. Flats accounted for 39.6% of sales in 2010 compared to 62.1% in 2014,
whilst terraced houses as a percentage of sales declined from 57.4% in 2010 to 43.7% in
2014. The percentages of Detached and Semi-Detached sales show a small amount of
fluctuation, but cannot be regarded as statistically significant.
Table A4.8 New and second hand Sales

2010
2011
2012
2013
2014
2015

Prime
Sales
270
313
341
490
531
200

New
Build
4
0
9
18
17
14

%
1
0
3
4
3
7

Second Hand
266
313
332
472
514
186

19

%
99
100
97
96
97
93

A4.44 Whilst the majority of Prime and Super Prime units are Second Hand Sales, the
number of new build units as a percentage of overall sales has grown from 1% in 2010 to 7%
in 2015. The vast majority of new build Prime and Super Prime units are flats, with only 2
new houses built, both located in SW3.
Average prices
10000000
9000000
8000000
7000000
6000000
5000000
4000000
3000000
2000000
1000000
0
2010

2011

2012

2013

2014

A4.45 With the low quantum of new build sales being susceptible to impact by outlying
values, the graph above demonstrates that the average price per Prime unit has dropped, as
more flats are brought to the market.
Desirable unit types
A4.46 As previously demonstrated, there seems to be a trend developing where there is a
preference for flats rather than houses in the Prime Market.
This issue was addressed by Fathom Consulting in a report prepared for Development
Securities in 2014.5
WHY HAVE WE FALLEN OUT OF LOVE WITH HOUSES IN PRIME CENTRAL LONDON?
In response to anecdotal reports of a growing buyer preference for flats over houses, we
investigated this potential trend to establish if demand had translated into values and
what the possible drivers are for this development in the market.
In an attempt to make as close a like-for-like comparison as possible, we set the below
parameters:
• Property size between 1,000 and 5,000 sq ft
• Properties sold between January 2013 and December 2014
• Properties located within Mayfair,
St James’s, Knightsbridge and Belgravia
• All flats with sub-80 year leases excluded
5

Prime Central London – in a class of its own? Fathom Consulting / Development Securities, 2014
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The results of our analysis found that, based on average achieved square footage values,
flats within the above parameters achieved a premium of just under 20% over comparable
houses, or in monetary terms, an average of over £390 per square foot more.

On the face of it, the lower running costs (no service charge or ground rent), the comfort
offered by ultimate ownership, the increased privacy and greater individualism of houses
should ensure a premium is achieved over flats; but it is apparent from the above graph that
this is not the case. We hypothesise about the key drivers leading to the continuing buyer
preference towards flats as follows:
1. Overseas Owners Attitudes
Contrary to popular belief, large scale overseas investment in PCL residential
property is not a new thing, but the preference for leasehold property (usually flats)
is. Due to the perceived lack of actual ownership of leasehold property, overseas
investors historically preferred to buy freehold property (usually houses). This trend,
along with the dominant nationalities of modern overseas investors, has changed
significantly over the previous decade. Foreign owners have a limited appetite for
direct involvement with their investments and now opt for flats in professionally
managed developments with a low administrative burden.
2. Recent lifestyle trends
Current trends are also playing a part in the growing popularity of the flat. Lateral
living is proving particularly popular at the moment, with a number of newer
developments and conversions now starting to reflect this style. Alongside this,
occupants of PCL property are becoming increasingly cash rich/time poor. People are
becoming increasingly unwilling to take ownership of the issues related to the
upkeep and maintenance of houses, such as gardening and structural repairs.
3. Security awareness
Whilst it may not statistically be the case that we are more at risk of suffering from
crime or anti-social behaviour, our collective perception of how secure we are has
certainly become heightened in recent years. Flats, specifically in portered blocks,
offer far greater security than houses, providing occupiers with the sanctuary they
desire.
4. Investor trend
The preference for flat living is not only confined to the owner-occupier market.
With a majority of PCL tenants calling ‘home’ somewhere other than a house, flats
are highly sought-after. This demand has filtered through into investor returns, with
flats generally benefitting from higher rental yields than comparable houses.
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A4.47 Meanwhile, Knight Frank identified a new trend emerging among prime buyers as
they become increasingly driven by the quality of a property and the level of amenities,
including a 24-hour concierge service, secure parking and leisure facilities.
A4.48 It is likely that there are a number of factors influencing the preference for flats, with
the general rise in prices seeing occupiers and investors unable to afford the more premium
properties. These trends will be further addressed later in this chapter
Prime and Super Prime Hot Spots

Prime sales locations
A4.49 Fathom’s report for Development Securities identified the areas shown in the table
below as Prime Central London.
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A4.50 The map below shows the location of units that are currently being marketed at
£2million or more in Kensington and Chelsea.

Source: Rightmove.com

A4.51 We can see that the areas identified by Fathom correlate in the main with the units
currently for sale on Rightmove. This reinforces the conclusions of the data already
presented, which shows us that there are Prime hot spots in the W8 postcode around
Notting Hill, SW1X around Knightsbridge, SW7 around South Kensington, and SW3 and
SW10, focussed on Chelsea.
Super Prime sales locations
A4.52 Knight Frank produced the diagram6 below to illustrate their research into where
Super-Prime property is located. There is a concentration of units around Holland Park,
Chelsea and Kensington, as we would expect, as these have been identified as historical
“Wealth Areas.”

6

Super Prime London Insight, knight Frank, Summer 2015
http://content.knightfrank.com/research/185/documents/en/summer-2015-3126.pdf
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Source: Knight Frank Residential Research

A4.53 The Super Prime hotspots tend to be in the south of the Borough, as the area around
Notting Hill and further north have yet to develop from Prime to Super-Prime.
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Source: Rightmove.com
Section 3: The use of units, and the nature of purchasers

A4.54 There has been much discussion of both the use of Prime and Super Prime units, and
where the buyers are coming from. The use of Prime and Super-Prime units has become a
crucial political issue in recent times, as the term “Buy to Leave” has moved into
mainstream conversation, and there has been scrutiny from both press and politicians.
The Evening Standard investigated the issue in March 20147;
Around the corner in Lennox Place there is a stretch of six doors — about 35 apartments, judging by
the buzzers — that is all dark apart from two flats. In nearby Hans Place there are seven numbers
without any sign of life at all.
Kensington and Chelsea’s council-tax department told the Standard that Cadogan Square is the
residential spot where empty homes crop up time and again. Other empty home hotspots were
more commercial streets: Sloane Street (around the corner from Cadogan Square), Old Brompton
Road, King’s Road and Kensington High Street.
The “buy to leave” phenomenon —where super-rich overseas buyers purchase prime London
property with little or no intention of using it as anything other than a growing investment — has
become a distinctive feature of London’s post-crash story. Estate agent Knight Frank has estimated
that in South Kensington more than three-quarters of buyers from 2010 to 2013 were foreign, and
two out of three in Kensington proper.
7

http://www.standard.co.uk/lifestyle/london-life/the-ghost-town-of-the-super-rich-kensington-and-chelseasbuy-to-leave-phenomenon-9207306.html
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She says a friend looking around the exclusive Charles House development off Kensington High
Street was told by the agent giving the tour that “they would be the only person actually living
there”, the rest of the buyers being non-resident purchasers, apparently from South-East Asia.

A4.55 The Empty Homes Agency published a study in June 2014 that saw 2.20% of housing
stock in the Borough classified as “long term empty,” the 11th highest in the country. The
top 10 are all in the north of England. Kensington and Chelsea was found to have had a 40%
annual increase in empty properties, the only area in southern England to show such an
increase. The borough’s vacancy rate has since risen to 2.65% across all tenures, with a
3.09% vacancy rate in the private sector8. Linked to this, 9.5% homes in RBKC are ‘second
homes’, the third highest proportion in England, after City of London and the Scilly Isles
A4.56 In June 2014 the Mayor of London, Boris Johnson, in response to this information
“defied Downing Street to call for taxes to be cranked up on owners of vacant properties”.
He told City investors this month: "London homes aren't ... just blocks of bullion in the sky."
A4.57 The RBKC Scrutiny Committee Chairman undertook a review of ‘Buy to leave’, which
was discussed at a Full Council meeting in October 20159. Its main conclusions were:
•

There is evidence of higher than average numbers of second home owners and
empty homes in the borough

•

There has been a small decrease in the population of the borough, which the report
links to home under-occupation

•

There are particular parts of the borough (the South and the East, and specifically
Brompton and Hans Town Wards) which are especially affected

•

There are limited policy options to tackle the problem, and a London-wide approach
is suggested

A4.58 It is very difficult to obtain anything other than anecdotal evidence for Prime and
Super-Prime units, but in light of the issues the capital faces in regard to housing it is
unlikely that it will escape scrutiny. In broad terms there are three buyers for Prime and
Super-Prime Property in London, and can be further split into two groups. Those who buy to
occupy intend to live in the property as a main home, or use it as an occasional residence.
Investors either intend to take an income from the property, by renting out the home, or
solely as a financial investment, due to the “safe haven” nature of Prime Central London
property.
8

http://www.theguardian.com/news/datablog/2014/jun/02/empty-homes-in-england-get-the-data-by-localItem 8
authorityhttps://www.rbkc.gov.uk/committees/Meetings/tabid/73/ctl/ViewMeetingPublic/mid/669/Meeting/
6849/Committee/1535/Default.aspx
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A4.59 The latter class was addressed by London-dwelling American writer Michael Goldfarb
in the New York Times, identifying that the capital’s property has become, first and
foremost, “a global reserve currency”. “The property market is no longer about people
making a long-term investment in owning their shelter, but a place for the world’s richest
people to park their money at an annualized rate of return of around 10%,” he wrote.10
A4.60 One case study identified in a 2014 report by Ramidus Consulting11 described was a
mews where 52% of the properties are rented and, two-thirds of the tenants are transient
occupiers. The balance has changed in fifteen years from a clear majority of owner occupied
homes to a small majority now being rented to: “transient residents such as business school
students or overseas workers on short term contracts.”
A4.61 However, steps have been taken to address the problem, or perhaps the perception
of the problem. In the 2012 Budget Stamp Duty was raised on residential transactions above
£2million to 7%, and 15% in the case of a company purchasing the property. Further
changes in the 2013 Autumn Statement saw changes to create parity between domestic and
overseas buyers.
A4.62 December 2014 saw a further increase in stamp duty for properties worth more than
£1.1 million means the transaction tax on a £10 million property has risen to £1.1 million
from £700,000, a difference equivalent to 4% of the sale price.
A4.63 Other than the Empty Homes Agency report, there seems to be little compelling
evidence of high vacancy rates, there seems a perception from many areas that a large, and
growing, number of homes are only being used for part of the year. It should be noted (as
covered in chapter 4) that the Royal Borough has 9.5% of its homes classified as ‘second
homes’ on the Council Tax register, the second highest number and third highest
proportion in England.
Nature of purchasers and occupiers

A4.64 In recent times there has been widespread discussion regarding the nature of the
purchasers of London residential property, both Prime and Super-Prime. Recent research
from estate agent Marsh and Parsons states that “there has been an upswing in foreign
buyers who accounted for 34% of all sales in the second quarter of the year, up from 30% in
the second quarter of 2014”12 although then firm says this has much to do with European
buyers of all nationalities coming to live and work in London.

10

London’s great Exodus, New York Times, 2013
http://www.nytimes.com/2013/10/13/opinion/sunday/londons-great-exodus.html?_r=0
11
The Prime Residential Market in Westminster, Ramidus Consulting, 2014 http://www.ramidus.co.uk/wpcontent/uploads/2015/06/Westminster-City-Council-Prime-Resi-Research-Report-14-07-22-Rev1.pdf
12
Investors strengthen their hold on prime central market, Marcsh and Parsons press release, Aug 2015
http://www.marshandparsons.co.uk/latest/press/item/3620-press-release-investors-strengthen-their-holdon-prime-central-market
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A4.65 In the same report they identify that 42% of properties are in Prime Central London
are purchased by investors, rather than owner occupiers, in Q2 2015, an increase of 8% on
the same period in 2014.
In August 2015 Bloomberg13 reported that;
Hong Kong-based buyers accounted for 3.3 per cent of purchases of prime London homes in
the first six months of the year, down from 5.6 per cent in the previous period. Singapore
investors made up 1.4 per cent, down from 3.8 per cent, while Malaysian purchasers dropped
from 0.9 per cent to 0.6 per cent.
Kuala Lumpur-based property developer Sime Darby, which owns 40 per cent of Battersea
Power Station, which is finally being redeveloped, says demand for new homes on the site
from overseas is waning.
‘We are witnessing softening of interest among buyers from Malaysia and southeast Asian
regions, probably due to the prevailing volatile currencies and uncertainty in economic
outlook,’ the firm explains.

A4.66 Foreign buyers accounted for 20% of all sales in Kensington and Chelsea in the four
years to 2014, according to the Department for Business14. For new properties, however,
the figure is about 75%. This compares with Savills’s figure of 7% for foreign buyers across
Greater London. Savills estimates that two thirds of foreign buyers are investors.
A discussion document published by DBPR15 in July 2015 also addressed the issue.
London is still seen as a ‘safe haven’. Low interest rates and political/economic uncertainty
are still driving funds into London property seen as a good asset in uncertain economic times.
Aylesfords has completed six recent sales that include a buyer from the UK, one from China,
one Jordanian, one from the Middle East, one Russian and one French, so clearly overseas
buyers are still viewing London as a safe haven and good for long term investment.
We are still experiencing strong demand for Prime Central London from Chinese buyers in
particular and in Europe from the French fleeing the punitive tax regime in France with more
sporadic activity from Eastern European buyers, who had previously been the most prolific
buyers of Prime Central London stock but have been adversely affected by the Russia/Ukraine
conflict, the devaluing of the Rouble and difficulties with accessing their funds
Overseas investors make up a huge pool of the Prime Central London buyers and the concern
of the election result was the main factor for them. Threats of Mansion tax, changes to the
non-domicile status along with other wealth taxes spooked this market in particular. The
demand from the international market is still there, however they are being more selective
and are taking their time to commit to a purchase. Generally, there is more choice and the
urgency of the market is not where it was a year ago. Over the last few weeks, we have
13

http://www.bloomberg.com/news/articles/2015-08-17/currency-squeeze-seen-punishing-buyers-of-luxuryhomes-in-london
14
Quoted in various newspaper articles http://www.kcwtoday.co.uk/2015/02/17/the-dark-borough/
15
DBPR press release http://dbpr.info/whats-happening-in-the-prime-central-london-property-market/
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received some interesting enquiries from the Chinese, Indian and French. Given the uncertain
economy in many countries, the UK is still seen as a ‘safe-haven’ for investment, particularly
property. Along with other factors, such as the financial capital of the world and arguably the
best private education system, foreign investors and families will still want to move here

A4.67 The educational opportunities in London are particularly attractive for buyers from
Asia, and their preference for new-build property has had an important impact on London,
allowing developers to secure funding and maintain healthier construction levels in central
London than in the rest of the UK. In their report for Development Securities, Fathom
consulting addressed the issue at length.
A4.68 Along with a handful of other global locations, Prime Central London attracts some
of the wealthiest individuals from around the world. According to estimates from the Office
for National Statistics, more than 50% of the resident population of Westminster and
Kensington and Chelsea, the two boroughs that contain the bulk of prime central London
(PCL), was born overseas. By contrast, a comparable figure for Greater London is 35% and
for the UK as a whole, just over 10%.
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A4.69 According to Savills Research, the UK’s nearest neighbours in Western Europe and
the Nordic countries have been the single biggest group of overseas buyers of PCL property
over the past five years. The Middle East and North Africa are close behind, as are Eastern
Europe and the former Soviet Republics. Buyers from the former Soviet bloc are operating
at the very top end of the market: they accounted for 7% of purchases by volume, but as
much as 15% by value between 2007 and 2011. Similarly, over the past five years, the
typical property purchased by a national of Eastern Europe or the former Soviet Republics
has cost an average of £6.2 million, more than four times the amount paid by those coming
from Western Europe or the Nordics.
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A4.70 Knight Frank’s most recent research into the buyers of Super Prime property
produced the following outcome.16

A4.71 There is a clear trend for overseas buyers to move into PCL Property. London is a
world city with many attractions. It is a centre of international finance, commerce and
culture, we have a stable political environment, there is a world class educational
establishment.
A4.72 As concluded by Ramidus in 2014, high net worth individuals from around the globe
target central London as a “safe haven” for investment, for its political and economic
stability, and for its cultural diversity. Recent growth in international activity in London has
been fuelled, in part, by political and economic uncertainty in the global economy, as well as
rapid growth in emerging economies in Asia, Russia and South America.
Section 4: Impact on current planning policy, and implications for the development of the sector
in broader terms
Views on impact on affordable housing development

A4.73 There are various views on the impact of the development of Prime and Super Prime
housing on the wider housing market. Savills view the demand as a positive factor, as they
feel that new development “has only been possible in recent years because international
buyers, many of them from Asia, have effectively funded new schemes by buying units offplan, in advance of completion.” They also suggest “It is probable that fewer new schemes,
including Affordable Housing would have been built without this activity from overseas
buyers”.
16

Knight Frank Super Prime London Insight Summer 2015
http://content.knightfrank.com/research/185/documents/en/summer-2015-3126.pdf
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A4.74 This view was reinforced by Whitehead and Travers, of the London School of
Economics, who argued that activity in the new build market has “undoubtedly been the
most important factor in enabling residential investment in central London to increase
rapidly. This in turn has helped build confidence in inner and outer London and now the
South East where domestic purchasers dominate…international investment is often the
difference that makes it possible for a project to go ahead. It supports cash flow and
underpins the provision of public amenities. As a result, London has had more employment,
more tax revenue and more potential for economic growth than it would have without this
investment.”17
A4.75 London First18 also note the positive affect of overseas activity, supporting the
statements above. Off plan sales enable development and help developers secure finance,
as risk is minimised. Developers are often required to achieve a certain level of off plans
sales before construction can commence. This cash flow can also positively enable multiphase developments. London First develop this further by stating that this influx of
investment results in the delivery of affordable housing: the fact that the Prime housing
market remained strong throughout the recession of 2007 onwards while the core market
began to lag, enabled investment in affordable housing.
Affordable Housing

A4.76 Standard planning policy requires that affordable housing is delivered in the same
site as new open market development. In high value areas such as Kensington and Chelsea,
the cost of the land, and the value of the market housing, often make this difficult to deliver.
In Prime areas this is even more relevant. Developers will often be reluctant to deliver
affordable housing in-situ, as the potential buyers of Prime property will expect to live in
single tenure developments, and sales values would be affected.
A4.77 Another major factor that is not identified, is that in a Borough such as Kensington
and Chelsea, high land values and competition for land suitable for residential development
may result in sites not be obtainable, or if they are, they prove to be excessively expensive
which again has implications for affordable housing delivery.
Office to Residential

A4.78 The existing regulations allowing the conversion of office accommodation to
residential without the requirement for a full planning permission can have a negative
impact on employment space and associated economic activity in a Borough such as
Kensington and Chelsea, where residential values are so high and influenced by the prime
and super prime markets.
17

Creating the conditions for growth, Whitehead C and Travers T, LSE, 2013
The impact of inward investment on the London housing market, London First, 2013
http://londonfirst.co.uk/wp-content/uploads/2013/09/The-impact-of-inward-investment-on-the-Londonhousing-market.pdf
18
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Retail

A4.79 The development of Prime housing can have contradictory impacts on the local retail
economy. There can be a negative impact on convenience and low value retail activity.
However it can have a positive impact on luxury and high value retail spending. There is the
possibility that this has a negative effect on the diversity of the local retail offering. It is
likely that even in under occupied Prime housing staff will be employed to manage the
property, and are likely to undertake their spending in the local economy.
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