
 
 
 
 
 
 

REPORT TO MODBURY NEIGHBOURHOOD PLAN GROUP AUGUST 2018 
 

THE LOCAL HOUSING MARKET AND AFFORDABILITY 
 
1.0 Introduction 
 

1.1 The draft Plymouth and South West Devon Joint Local Plan and the proposed Modbury Neighbourhood Plan both have as a major 
objective the provision of affordable housing, for both sale and rent. 
 

1.2 Both plans are currently based on 30% of total housing completions being affordable for local people. This report suggests that a more 
demanding policy, especially addressing the issue of affordability in perpetuity, would be justified in order to ensure that local people 
can gain, and continue to gain, access to good quality housing. 

 

2.0 Modbury in context 
 
2.1 Modbury is a small market town of around 1,700 population in the heart of the rural and picturesque South Hams of Devon. It is located 

close to beautiful coastline, beaches and the wilds of Dartmoor National Park. As such it is an attractive location for retirement, holiday 
and second homes and this has the effect of inflating property prices and private rents. 

 
2.2 The local economy is dominated by the cites of Plymouth and Exeter to the west and north and the large holiday resorts of Torbay to 

the east and commuting to these employment centres is common despite the inadequacies of a rural road infrastructure and an almost 
non-existent public transport network. Local employment is predominantly made up of low-wage jobs in the agricultural, tourism and 
service sectors coupled with a significant degree of home-working. 

 
2.3 This combination of substantial external demand from wealthier parts of the country, commuting to the larger urban centres and low 

local income levels means that a significant proportion of the local community is denied access to appropriate housing within their 
locality. Without intervention this situation would, in due course, undermine Modbury as a balanced, sustainable community. 

 



3.0 The Modbury housing market for sale 
 
3.1 During the last five years there have been 151 recorded property sales as the following table confirms: 
 

 
3.2 Just under half (69) were flats and terraced houses and, as such, can be seen as providing the best chance of an entry into the housing 

market for first time buyers. The total included 20 flats at an average price of just over £183,000 and 49 terraced houses at an average 
cost of some £266,000. 

 
3.3 There were also 32 semi-detached houses at an average price of nearly £284,000 and 50 detached houses at an average price of 

almost £428,000. 
 
3.4 Differential movements in the market mean that current average prices, adjusted for inflation, are almost unchanged in the flat sales 

but are significantly higher in other sections of the market. 
 
3.5 Looking at current properties on the market, there are 22 properties Modbury properties for sale at an average asking price of £349,000 

as the following table indicates. 



 

 
 
3.6 This total includes three two-bedroomed flats/maisonettes at an average valuation of almost £178,000, five two-bedroomed houses at 

an average valuation of over £245,000 and five three-bedroomed houses at an average valuation of almost £334,000. Four properties 
from these groups were offered on shared ownership terms varying from £55,000 for a 25% share of a two-bedroomed house to almost 
£81,000 for a 50% share of a two-bedroomed maisonette. 

 
3.7 On this basis it can seen that the minimum entry level into the Modbury residential property market is approximately £171,000. 
 
 

  
 



4.0 The wider housing market for sale 
 
4.1 The Modbury housing market can be seen to be more buoyant than the wider South Hams, Devon, regional and national markets as 

the following table demonstrates. 
 

 
 
4.2 The average (mean) 2018 price for a home in Modbury is around £349,000 as demonstrated in section 3. This compares with 2017 

median prices of £280,000 in the South Hams, £239,000 in Devon and the wider south-west region and £230,000 for England as a 
whole. 

 
4.3 Lowest quartile prices – the likely entry point for most first-time buyers – were over £212,000 in the South Hams compared with 

£180,000 in Devon, £176,000 in the south west region and £150,000 nationally. 
 
 
 
 



5.0 Earnings in the local sales market place 
 
5.1 Affordability in the sales market place is a function not only of house prices but also of earnings. The following table shows that annual 

earnings in the South Hams are lower than the county, region and England as a whole. 
 

 
 

5.2 During 2017 the South Hams performed poorly on median earnings compared with other measures. A figure of £23,500 contrasts with 
a figure of £24,700 for Devon, over £27,000 for the south west region and over £29,000 for England. 

 
5.3 A similar picture can be seen for lowest quartile earnings although the contrasts are more marginal with a difference between the South 

Hams and the national figure of only just over £2,000 per annum. 
 
 
 
 
 



6.0 House price ratios 
 
6.1 The best measure of affordability in the sales market place is therefore the ratio between house prices and earnings. The following 

table shows the ratios for median and lowest quartile values in 2017, comparing South Hams with county, regional and national values. 
 

 
 

6.2 In terms of the ratio between median house prices and median earnings, South Hams has a ratio of almost 12 – in other words the 
median house price is twelve times median annual earnings. This compares with under 10 for Devon, under 9 for the south west region 
and under 8 nationally. 

 
6.3 A similar picture can be seen with lower quartile house prices and earnings – the most relevant indicator of the difficulty in gaining 

access to the housing market.  
 
6.4 The South Hams is ranked 255th out of 348 in terms of affordability at median levels and 281st out of 348 at lower quartile values. This 

means that the South Hams is amongst the bottom 25% of local authorities nationally (England and Wales) for the affordability of 
housing for sale to local people. 



 

7.0 Accessibility to the local housing market for sale 
 
7.1 Affordability is only part of the picture in terms of assessing accessibility to the sales market. The ability to access the market is also 

affected by the lending policies of banks and building societies. 
 

7.2 The difficulty which local people have accessing the local market can be seen in Appendix A. This table is based on data provided by 
Moneysavingexpert and shows the shortfall in funding which different households would have when trying to purchase for the fi rst time 
at median, lowest quartile and entry level prices. It shows a range of mortgage scenarios (minimum, higher and maximum) of which 
the middle value is used in the calculator. 

 
7.3 It demonstrates that only couples where both earn at least the median wage can access the Modbury housing sales market, and then 

only at the entry level price. Even they cannot afford the South Hams lowest quartile or median prices, except with unrealistic increases 
in deposit. 

 
7.4 Couples where one earns the median and one the lowest quartile wages are only marginally denied access at entry level prices so 

would require a modest increase in deposit – to £24,000 – to do so. 
 
7.5 The table also emphasises the importance of a sizeable deposit – something which is extremely difficult for local people to accumulate 

because of high rents in the private rented sector as section 8 demonstrates. 
 

8.0 The local rented housing market 
 
8.1 Local people, then, are increasingly being forced to rent rather than buy. However, problems of affordability characterise the private 

rented market too. 
 
8.2 Currently there are 12 residential properties being advertised for rent in the private sector as the following table indicates. 
 
8.3 The cheapest property is a one bedroomed house on the market for a monthly rent of £500. The cheapest two bedroomed property is 

also a house at £600 per month and the cheapest two bedroomed flat – a modern property in small estate – is £625 per month. 
 
8.4  Average two bedroomed rents are somewhat higher at just over £800 per calendar month. 
 
8.5 When local earnings rates are taken into account it can be seen that rents are also uncomfortably high for anyone on a lower income. 

For instance, the median earnings level for the South Hams of £23,507 pa mentioned in section 5 equates to a disposable income 
(after tax and national insurance) of around £1,613 pcm. The lower quartile figure of £18,577 pa equates to a net income of around 
£1,334 pcm. Thus an entry-level rent of £600 pcm represents 37% of the disposable income of a median earner and 45% of that of a 



lower quartile earner. Given that there is a shortage of entry-level properties, most low income households will have to grapple with 
much higher rents so that rents will often represent well over 50% of disposable income. Clearly, the only way some households can 
afford a home of their own is if they have more than one earner in the household or where there is some state support via housing 
benefit. 

 
 
8.6 For those earning less than lower quartile levels, housing benefit is a possible assistance although not all lettings agencies and 

landlords will accept applications from households who require housing benefit to help with the rent. 
 
8.7 Even where housing benefit applicants are accepted this is unlikely to cover all the rental commitment. Local housing allowances – the 

maximum rent on which housing benefit can be paid – in the South Hams are well below market rents. The figures for one bedroomed 
accommodation are £419.94 pcm, for two-bedroomed accommodation £555.49 pcm and for three bedroomed accommodation £663.09 
pcm. 

 



8.8 For those on the lowest incomes, therefore, social housing - where rents are typically 50% of open market rents and within the local 
housing allowance – are the only viable alternative.  

 
8.9 Social housing is, however, especially scarce following nearly 40 years of Right to Buy sales and low levels of replacement building. 
 

9.0 Affordability in perpetuity 
 
9.1 A major issue for Modbury and, indeed, for many other similar communities around the country is that of “affordability in perpetuity”. 
 
9.2 Generally, the provision of affordable housing requires a substantial financial subsidy, whether this comes from landowners offering 

discounted land, developers accepting lower profits, other purchasers cross-subsidising cheaper housing on new developments or 
state subsidy to developers, purchasers, local authorities or housing associations. 

 
9.3 The challenge is to ensure that this subsidy does not disappear when properties are subsequently sold. This can be achieved by 

ensuring that affordable housing is provided by local authorities and housing associations or that, in some way, a proportion of the 
equity in privately developed housing remains in public or non-profit making hands. Otherwise each new generation will have to seek 
new affordable housing quotas as housing is sold on – a revolving door effect. 

 
9.4 A Community Land Trust (CLT) solution is just one way of ensuring affordability in perpetuity. 
 

10.0 CONCLUSIONS 
 
10.1 The South Hams residential sales market – and especially the Modbury market - is unaffordable to a many local first-time buyers. 

 
10.2 This can be demonstrated with a range of key indicators: 
 

 The South Hams has higher house prices than the averages for Devon, the region and nationally with a median figure of £280,000 
and a lower quartile figure of £212,500 in 2017. 

 Modbury has even higher house prices with an average based on the last 5 years sales of over £349,000 and an entry level of 
around £171,000. 

 The South Hams suffers from lower income levels – 2017 median income levels are £5,500 less than the national average and 
lowest quartile rates are over £2,000 less than the national average. 

 The house price to income ratios are extremely challenging for local first-time buyers – 11.91 at median and 11.44 at lowest quartile 
levels in 2017 – well above national averages.  

 The South Hams is ranked 281 out of 348 local authority areas for affordability in 2017. 

 First time buyer households in Modbury can only access the market if there are two wage-earners, at least one with median level 
income. 



 
10.3 The private rented sector is also unaffordable for many of those who cannot buy and even those on higher incomes struggle to save 

enough money for a deposit so they can enter the home ownership sector. 
 
10.4 There is therefore a need for the planning system to intervene to ensure a degree of affordability in the local housing market. A minimum 

of 30% of new homes should be affordable and this should include a tailored mix of discounted sales, shared ownership products and 
rented housing – involving a mix of affordable and social housing.  

 
10.5 Efforts should be made to ensure that as much of the affordable component – especially the shared ownership, affordable rented and 

social rented housing - remains affordable in perpetuity through housing associations and CLT solutions. 
 
10.6 Consideration should also be given to restricting the sale of new properties for second and holiday homes and Buy to Let properties 

since there is evidence that these are helping fuel higher house price inflation. This could be achieved by the adoption of a ‘principal 
residence clause’ in Neighbourhood Plan policies. 

 
 

Phil Smith 
26 August 2018 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 



 
 
 

APPENDIX A: MORTGAGE CALCULATOR 
 

 
 


