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EXECUTIVE SUMMARY

During 2004 NewHeartlands commissioned a consortium, lead by ECOTEC, to conduct a
research programme which further explored the issues that will shape the residential markets
in Merseyside for the duration of the Market Renewal programme. The Audit Commission
Scrutiny report into the NewHeartlands Housing Market Renewal (HMR) Prospectus, clearly
identified the need for “clear information about the existing supply of land in the sub region,
including planning permissions granted but not built out, along with an analysis of the
potential impact on a range of possible land use strategies on the distribution of population”.

In line with the recommendations emerging from the Audit Commission’s Scrutiny Report,
research was undertaken to determine the level of actual and potential housing supply in the
NewHeartlands HMR Reference area. The aims of this study are given below:

» to provide an analysis of the existing, planned and potential housing supply
scenarios, and,

» to assess the likely impact on the NewHeartlands Housing Market Renewal
programme, to feed into the wider research.

There have been three main stages to this study:

» areview of the historical drivers and the regional policy context impacting upon the
sub-regional housing market;

» research and interpretation of policy documents, strategies and plans operating at the
local level;

» areview of residential planning data obtained from each local authority within the
reference area, to determine the housing pipeline supply.

The following sections present the key study findings:
Study Context

The report examines some of the key drivers that have impacted upon the housing market in
the Merseyside area and the implications this is has had on land use planning. Over a period
of time the conurbation suffered from substantial population loss, which was primarily
caused by out migration of population as a result of the economic recession and
decentralisation during the 1970s, 1980s and the 1990s. The full extent of this population
loss is apparent when looking at a longer timeframe, whereby between the 1930s to 2000;
Liverpool’s total population loss was 49%. In terms of the spatial impact, the population loss
experienced in the conurbation’s Inner Core, including areas such as Bootle in South Sefton,
Birkenhead on the Wirral and Everton in North Liverpool was the most acute.

The longstanding economic problems that have impacted upon Merseyside have been

reflected in social problems that have affected the Pathfinder area. What now remains is an
Inner Core, which is dominated by poor quality terraced housing (55 percent of the stock),
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and social housing. The symptoms of this are, low demand for housing, high vacancy levels
and abandonment with void levels in the region of 7.3%, which has been exacerbated by a
declining physical environment and social fabric.

In recent years the population loss has started to show signs of slowing down as Liverpool
and the Greater Merseyside area have begun a process of economic growth. The growth in
the sub —regional economy is having an impact on the local housing market as new jobs are
generating a demand for higher value homes in the City Centre, parts of Sefton, the Wirral
and St Helens. A key issue for the sub-region is to continue its population stabilisation; to
achieve this a substantial level of housing development will need to take place. Restructuring
the housing market in the Inner Core and stemming the longstanding population out flow
from the Liverpool conurbation is a critical element to this.

When considering the level and spatial distribution of new housing development over the last
5 years, data provided by local planning authorities on housing completions and planning
consents suggests that new housing supply has tended to take place along an east —west
(M62) axis. This axis stretches from the Wirral through central Liverpool towards St Helens
and Warrington. With regards to the North-South distribution, development has concentrated
in Liverpool with a notable clustering in the City Centre and the Waterfront, South Liverpool
and parts of the Eastern Fringe. Some activity is evident in parts of Halton, North Sefton and
the Wirral. North Liverpool and parts of South Sefton, which includes the area within the
HMR boundary, have seen low levels of development activity take place. The City Centre
and Waterfront has dominated the level of dwelling provision over recent years. The market
is clearly showing a relationship to the areas of demand and this is being mirrored in terms of
the future supply pipeline. Again planning pipeline activity is centred on the East — West
axis, with substantial levels of potential activity to come forward in central Liverpool, again
its City Centre, Knowsley, St Helens, Warrington and Halton.

Regional Policy Review

A review was undertaken of the various regeneration and planning strategies operating at the
regional level and against which the urban renaissance agenda is based. From this review it
was clearly evident where the region’s and the sub-region’s priorities lie and where the key
development activity will focus. Urban renaissance is a clear priority of the Government’s
agenda and new housing is seen as making a significant contribution in promoting this.
Planning Policy Guidance 3 (PPG3) sets out a clear policy direction through a “Plan, Monitor
and Manage’ approach, whereby local authorities are required to identify only significant
land to meet housing requirements and manage the release of sites to control the pattern and
speed of urban growth.

The driver of urban renaissance in the North West is articulated in the Regional Spatial
Strategy (RSS), although the Regional Economic Strategy (RES) and the Regional Housing
Strategy (RHS) also constitute important drivers. The RSS identifies that a significant
proportion of development and urban renaissance resources for the region should be focused
on the North West Metropolitan Areas, key priorities being the City Centres of Liverpool and
Manchester/ Salford and their inner areas. The RSS sets out the annual average rate of
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housing provision that local authorities should seek to achieve as part of their development
plan process. This guidance has put forward a level of housing provision, which is slightly
above Government projections, thus allowing for changes to economic growth, household
formation and migration rates.

Local Policy Review

Over the past two decades Merseyside has been subjected to one of the most intensive
regeneration programmes which has set about restructuring the local economy and its
declining neighbourhoods. Central to this economic resurgence is the investment that is
being made through European and Regional Development Agency resources into Liverpool
City Centre, seven Strategic Investment Areas and the Widnes Economic Development Zone,
which are forecasted to generate 30,000 new jobs by 2006.

As a result, the economy and its stabilising population projections have turned a significant
corner. To continue with this trajectory, there will need to be continued economic and
population growth. However, there is some concern that regeneration programmes currently
being implemented within the various districts will compete with each other, thus generating
further population losses and displacement from other parts of the sub region. In the short
term, this may not impact upon the HMR area. However, over the longer term the level of
supply and demand will begin to emerge for employment and residential land in the Inner
Core. This will have implications on the existing supply of residential land and housing
allocations, which is covered in the overall report.

Review of recent development Activity and Pipeline Supply

This section sets out the key findings from the analysis that was undertaken to determine the
level and provision of housing supply that had taken place in the study area since 1998,
against the annual housing allocations set out in RSS. This looked at the volume of
completions from 1998 — 2004, the level of supply that was currently under construction or in
planning pipeline (sites with planning permission yet to be built out, allocated housing sites
and windfall allocations). Data was collated from local authorities within the reference area
(sourced in the main body of the report) and has been used as the definitive source. As with
research that has been undertaken for a similar exercise for the Manchester Salford Housing
Market Renewal area, there have been a number of issues in the method and collation of the
data and material required for the research to be undertaken. There are some gaps in the data,
which have been clearly identified in the report. This does not invalidate the report, but it
does mean that figures need to be accorded a caveat.

Net Dwelling Gain

The current regional planning policy framework RPG 13 runs from 1996 — 2016 and was
formally adopted in March 2003 (and was adopted as the Regional Spatial Strategy in
September 2004). The total requirement of new dwellings during the study period (1998-
2016) is 63,040 dwellings net of clearance. To determine how each authority was performing
against its RSS annual housing provision targets, the net dwelling gain was determined by
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deducting the level of demolitions from the number of gross completions. Since 1998
relatively high levels of demolitions have taken place in a number of local authority areas.
For example Liverpool, Wirral and Knowsley have each experienced a high number of
demolitions, which have reduced their level of net dwelling provision. Overall net dwelling
provision is 21, 028 dwellings. When comparing the net dwelling provision to the RSS
annual targets, areas such as Warrington and Wirral have high levels of provision at 51% and
72% respectively. This is in comparison to Liverpool and St Helens, which are both in the
region of 20% of total net provision. However, in more recent years there appears to have
been an overall increase in the amount of residential activity coming forward in the
Pathfinder authorities. In the case of Liverpool, this may reflect the major growth in City
Centre accommodation and its waterfront developments.

Future Housing Supply

To determine the level of future housing supply, data was obtained for the number of
dwellings that were under construction or within the planning pipeline. This data showed
that there is the potential for 61,850 dwellings to come forward in the planning pipeline over
the duration of the current planning period. Approximately 31,850 dwellings are currently
under construction or have received planning consent but are awaiting development.
Liverpool, Warrington, Knowsley and Halton have some the highest number of dwellings to
be constructed. There is a further 30,000 dwellings that are likely to come forward on sites
that have been identified for housing but have still to receive planning consent or identified as
future windfall provision. In the case of Liverpool City Council, the 12,798 windfall figure
includes the findings from the recently completed Merseyside Urban Housing Potential Study
as well as applications for the Kings Dock Development (1,800 units) and an outline
application for Central Docks (1,800) which is subject to a Section 106 agreement.

The City Centre has seen a significant level of development activity over recent years, there
are currently 2000 units under construction and a further 5,900 in the pipeline. In terms of
completions, approximately 2,900 units for applications of 10 or more units have been
completed in the City Centre since 1998 bringing an overall total of 10, 900 dwellings. This
figure represents a high proportion of Liverpool’s overall housing supply.

Future Supply Capacity

When determining the future supply capacity for all of the districts, in terms of current
pipeline supply and future capacity that is likely to come forward, the number of proposed
demolitions was deducted to obtain a more realistic level of net provision. The total number
of demolitions proposed by all of the local authorities is in the region of 32,599 with some of
the highest levels being in the HMR area for Liverpool, Wirral and Sefton. Both Halton and
Knowsley have large scale demolitions programmes in place as part their own regeneration
agenda. The timescales for demolitions vary amongst each of the authorities as well as the
demolition replacement ratio; this was accounted for when determining the net supply of
units over the current planning period.
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When compared to the level of housing allocation targets set out in RSS, the current supply
commitments and completions undertaken to date suggest that 13% of the overall housing
allocation to 2016 will be exceeded. Provision within Warrington, Halton and Knowsley is
notably high.

As well as determining the level of net supply, the current level of headroom for each
authority against its RSS allocations to 2016 was demonstrated. The following authorities,
Wirral, Warrington, Knowsley, and Ellesmere Port & Neston will exceed their RSS
allocation. Based on current allocations and replacement ratio will have limited scope to
bring new development forward. The remaining authorities have a small amount of
headroom available; however this is likely to be absorbed by new applications that have yet
to be determined or likely to come forward in the near future.

The distribution of the supply pipeline, as discussed earlier, suggests that the majority of
development has taken place in Liverpool and Warrington. In terms of future supply the
majority of development again is focused on Liverpool, Warrington, Knowsley and St
Helens. This distribution mirrors the spatial distribution along the east — west corridor, with
a significant concentration being in Liverpool’s City Centre.

Although it should be assumed that not all potential supply will come forward, this figure is
likely to under-represent actual capacity, particularly in authorities who are undertaking or
have yet to finalise their urban capacity figures. Given that the level of provision is already
ahead of annual net provision targets, the trend and spatial distribution in net provision will
need to be monitored closely, in order to regulate the supply of land coming forward and to
ensure that the areas where obsolete housing markets exists are regenerated and sustainable.
A number of the authorities within the study reference area now have in place restraint
policies through Supplementary Planning Documents and Interim Polices relating to new
housing development. Such policies aim to restrict the level of new housing development
coming forward and ensure that where new housing is developed this is complementary and
does not undermine the authority’s regeneration and housing market renewal programmes.

Conclusions
The implementation of the Housing Market Renewal Programme will have significant land
use implications. Strategic intervention in the market will be required to support the

acquisition and demolition of properties and to regulate the release of housing land to
facilitate housing renewal.
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1.0 INTRODUCTION

The Audit Commission Scrutiny report' into the NewHeartlands Housing Market Renewal
(HMR) Prospectus identifies the need for “clear information about the existing supply of land
in the sub region, including planning permissions granted but not built out, along with an
analysis of the potential impact on a range of possible land use strategies on the distribution
of population™. This report sets out an analysis of existing, planned and potential housing
supply scenarios and an assessment of the likely impact on the NewHeartlands Housing
Market Renewal Programme.

Housing markets operate independently of administrative boundaries, so it is important to
understand the potential effects on the wider housing market of major interventions within
the Merseyside Pathfinder boundaries. Such wider changes will influence policy responses
from neighbouring local authorities and vice versa. The Audit Commission Scrutiny report
examined the Pathfinder’s analysis of external demand and supply factors, which affected the
Pathfinder in relation of population shift and land use planning policies. The Commission
found that the NewHeartlands Prospectus made no reference to the planning polices of
adjacent local authorities, who would be competing for households in the same housing
market as that of Liverpool, Sefton and Wirral. It also contained no information on the
numbers of existing residential planning approvals in the adjacent boroughs, to help
determine the level of housing supply and how this will impact upon the Pathfinder’s ability
to deliver against its own objectives.

1.1 Actual and Potential Housing Supply in the NewHeartlands HMR Reference Area

1.1.1 Study Brief

In line with the recommendations emerging from the Audit Commission’s Scrutiny Report,
the New Heartlands’ HMR Pathfinder commissioned a study to be undertaken to determine
the level of actual and potential housing supply in the NewHeartlands HMR Reference area.

The Audit Commission’s Scrutiny Report identifies the need for “clear information about the
existing supply of land in the sub-region, including planning permissions already granted but
not built out, along with an analysis of the potential impact of a range of possible land use
strategies on the distribution of population.’

1.1.2 Methodology

The required output from Work Package 2 is an analysis of existing, planned and potential
housing supply scenarios, and an assessment of the likely impact of the supply scenarios on
the HMR programme.

! Market Renewal NewHeartlands Pathfinder Scrutiny Report, February 2004, Audit Commission
2 Market Renewal NewHeartlands Pathfinder Scrutiny Report p9, February 2004, Audit Commission

1
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A range of information sources were utilised for this work package. In order to establish an
overview of regional housing market and the sub regional economy, a review was undertaken
in Section two & three of the following documents; Regional Spatial Strategy, the Regional
Housing Strategy, the Regional Economic Strategy and the Merseyside Housing Demand
Study and the Merseyside Urban Housing Capacity Study. This review enabled us to
determine the policy context for housing supply and the housing market priorities. To
determine the level of anticipated economic activity and related land use strategies we
undertook a review of Liverpool Vision’s City Centre Development Framework and
frameworks for each of the Strategic Investment Areas in Merseyside and the Wider
Economic Development Zone.

Section four focuses on the research that was undertaken at the local level on the Unitary
Development Plans/Local Plans and related Supplementary Planning Guidance or
Supplementary Planning Documents. This was undertaken for each of the local authorities
within the Merseyside sub region and the travel to work area of influence for the Merseyside
Pathfinder area (see section 1.1.3). We also consulted the Prospectuses for each of the
Merseyside Housing Renewal Areas. This enabled us to determine the level of new housing
land provision, the phased timescale for this land to come forward and the density
requirements in order to determine the sub region’s housing supply provision and targets to
2016. In terms of the Housing Market Renewal Area, we reviewed the existing Housing
Market Renewal prospectuses to determine the levels of site clearance and site assembly for
proposed housing development and the overall impact upon on housing supply.

In Section 5 we reviewed data obtained from each of the local authorities within the study
area of all residential planning applications of 10 or more units, to determine the level of
completions, developments in the pipeline i.e. currently under construction or still to be built
out and future allocations for housing development. Using data for the proposed demolitions
and clearance to take place within each authority, we were able to determine the level of net
provision against the regional housing allocations and the level of headroom available for
future housing supply.

1.1.3 Defining the reference area

As part of the NewHeartlands research that has been undertaken a reference area was defined,
which determined the area of influence i.e. the travel to work area and concentrations of
employment for each of the authorities in the pathfinder — Liverpool, Sefton and Wirral. Itis
important to understand the reference area for the NewHeartlands HMR programme. Initial
migration analysis shows a core area of association (districts strongly linked with Liverpool,
Wirral or Sefton) covering (in addition to Liverpool, Wirral and Sefton themselves) the
districts of Ellesmere Port & Neston, Knowsley and West Lancashire. A more detailed
analysis of this data, at ward level, suggests extending this core area to include parts of
Halton, Warrington and St Helens. This picture corresponds reasonably well with the area
with most intense travel to work connections with Liverpool, Wirral and Sefton. Our core
reference area therefore, (rounding this to whole districts) is Merseyside and Halton plus
Warrington, Ellesmere Port & Neston and West Lancashire (see figure 1).

2
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The migration and travel to work data also suggest wider areas with less intensive migration
and travel to work linkages. Such an area is harder to define precisely, but would include the
above plus parts of Flintshire, Chester, Vale Royal, Warrington, Wigan and Chorley.
Migration data also suggest the inclusion of Crewe and Nantwich, and the Greater
Manchester districts, Ribble and Preston. These do not emerge as areas with significant
employment linkages, as a result of the Manchester influence.

Figure 1: The Housing Market Reference Area

3
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2.0 STUDY CONTEXT

2.1 Introduction

Over a number of decades the conurbation of Greater Merseyside suffered from substantial
population loss, this was primarily caused by out migration of population as a result of the
economic recession during the 1970s and 1980s. Over recent years population loss has begun
to show signs of slowing down and one of the key issues for the Liverpool City Region is to
continue to secure population stabilisation with Liverpool aspiring for growth®. To achieve
this, a substantial level of housing development will need to take place within some of the
key regeneration priority areas across the sub region.

2.2 Merseyside Context

Some of the most significant factors affecting the economies of the major cities have
developed over the past four decades. Deindustrialisation brought about by changes in global
markets has led to the full restructuring of the traditional industries of many cities and
Liverpool did not escape this. The outward migration of huge swathes of Merseyside’s inner
core population coincided with the major economic restructuring and job losses amongst
some of the key industries during the 1970s, 80s and 1990s. During this period, the out
migration of the working population in the North West was amongst the highest of the UK
regions. Merseyside was the worst performing where one in three jobs were lost. In the
decade between 1991- 2001, Merseyside’s total population decline was in the region of 8%.
However the full scale of the population loss is apparent when looking at a longer timeframe,
for example between the 1930s — 2000, Liverpool’s total population loss was 49%".

The inner core of Merseyside suffered the most acute population loss. Over a 35-year period
from the 1960s to the1980s the City of Liverpool lost 154,000 people, equating to 66,900
households. This population loss severely impacted upon on the north of the city, particularly
the inner core area, where the employees of some of the main industries were resident® and
some of the highest levels of poverty and lowest quality living conditions were apparent.
Such population losses were mirrored within other parts of the conurbation’s inner core.
Between 1991 — 2001, the population of Sefton’s inner core declined by 10,000 and is
forecast to decline by a further 19,000 by 2021. In the case of the Wirral, census data
suggests that the population declined from 327,000 in 1991 to 312,300 in 2001°

The protracted population loss from the NewHeartlands area reflected the longstanding
economic weaknesses of the city and its conurbation. The impact of the decline in port
related activities and the manufacturing sector, particularly in the 1980s, is evident from the
economic circumstances of the local population. In 2001, 57% of the broadly defined
working age population (16-74 years) of the Liverpool portion of the NewHeartlands area

® Liverpool City Region Interim Report, January 2005, Merseyside Policy Unit

* Merseyside Housing Market Renewal Pathfinder Prospectus. October 2003, Merseyside Housing Market Renewal Pathfinder
® Understanding the Liverpool Housing Market: reversing decline and managing change, CURS, 2004

® Wirral Strategic Investment Framework, Merseyside Housing Market Renewal Pathfinder Prospectus, October 2003
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was economically inactive, with only 27% employed compared to the national average of
40%." In Sefton 48% of the broadly defined working age population are economically
inactive and 52% for Wirral.

Planning policies, particularly in the 1960s, led to major decentralisation of population to the
edge of urban areas. During the 1960s and 1970s most cities underwent policies relating to
housing clearance areas and the development of expanded towns to accommodate population.
This initiative saw the two major conurbations in the North West — Greater Manchester and
Merseyside, experience phases of population decentralisation over a period of three decades®.
The clearance and housing improvement policies undertaken in Liverpool’s inner core during
1971- 1981 saw in the region of 22,000 cleared or closed. A further 40,000 properties mainly
pre - 1919 properties were improved under the General Improvement Areas and Housing
Action Area programmes, providing the stock with an additional 30 year life span. Clearance
policies along with economic restructuring significantly reduced the population density of the
urban core. Whilst at the turn of the 20th century this was encouraged under various public
health reforms. The clearance experienced between the 1960s and 1980s led to a significant
decline in the use and demand for facilities, which in turn lead to a collapse in local service
provision and a collapse in the provision of local service.

Such policies, along with economic restructuring, exacerbated the decline in the urban core in
many cities. However, the impact and importance of these longstanding drivers is changing
just as the economies and employment opportunities of most cities are changing. Liverpool
for example has experienced strong economic performance in recent years, which has been
matched with increasing employment levels. Changes to planning policies over the past few
years planning policy have placed greater emphasis on urban renaissance in developing the
urban cores and focusing development in areas of low demand. Complementary to this, the
Merseyside authorities have been pursuing active population stabilisation strategies. Running
alongside various regeneration initiatives there such policy measures have effectively slowed
down the level of population loss. This is evident in a recent report produced by The Mersey
Partnership, which found that the total population of Merseyside was relatively stable
between 2001 and 2003 and the population of working age rose during this period®.

Liverpool and the Greater Merseyside area have begun a process of economic resurgence.
Employment growth over the past ten years has risen by 13%, with growth in the public
sector and some sector development anticipated in the maritime industries, Biotech, ICT and
higher education. Liverpool’s GVA has risen significantly and it was estimated that
employment will increase by 21,000 between 2000 - 2004™°. The growth in the sub regional
economy is having an impact on the local housing market, new jobs created within the
executive and managerial sectors are generating demand for higher value homes in the City
Centre, parts of Sefton and Wirral and St Helens.

However, despite the recent economic growth and demand for higher quality housing in parts
of the conurbation, there exist areas of low demand and high abandonment. These areas are

" Merseyside Housing Market Renewal Pathfinder October 2003 Prospectus

& Changing Housing Markets and Urban Regeneration in the M62 Corridor, CURS, Birmingham University
® Draft Merseyside Economic Review 2005, The Mersey Partnership

% |iverpool Economic Review and Futures, 2004, Amion Consulting
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predominantly found in the inner core of the city and on some peripheral housing estates.
The revitalisation of these markets is a key objective; and the Housing Market Renewal
Pathfinder is a key mechanism for dealing with areas experiencing some of the highest levels
of abandonment and low demand.

2.3 NewHeartlands Housing Market Renewal

HMR lies within the boundaries of some of key regeneration and employment initiatives,
which will in turn have the knock on effect of new investment and employment creation.
However, the extent to which the NewHeartlands area can benefit from such economic
growth will depend largely upon its ability to reconfigure its neighbourhoods, to provide the
right product and to make the area more attractive to existing and new residents. The
NewHeartlands Pathfinder covers the central conurbation of Liverpool, within the three local
authority areas of Liverpool, Sefton and Wirral. The area contains a population of 246,464
people comprising of 125,132 households. Over the past 30 years the area has experienced a
substantial decline in population; between 1991-2001 the area witnessed a 6% population
loss.

The area is dominated by poor quality terraced housing (55 percent of the stock), and social
housing, originally built to serve workers in the port related industries. The longstanding
economic problems that have impacted upon Merseyside have been reflected in social
problems that have affected the Pathfinder area. Obvious symptoms of this are, low demand
for housing, high vacancy levels and abandonment with void levels in the region of 7.3%, this
has been exacerbated by a declining physical environment and social fabric.

Restructuring the housing market in the NewHeartlands area is a critical component priority
if the wider renaissance of Liverpool, Merseyside and the North West is to be realised.
Revitalising local housing markets will help stem the longstanding problem of population
flow out of the Liverpool conurbation. The Pathfinder approach is based on the assumption
that there is potential for the NewHeartlands area to benefit from the wider economic
renaissance of the Greater Merseyside conurbation. The objective of the Pathfinder is:

“To stabilise the NewHeartlands area, through a more diverse range of tenures, house values
and household income. Whereby every household will have access to a home of a high
standard in neighbourhoods with a high quality physical environment, which provide a range

of employment opportunities and good quality health, education and other services™".

The Pathfinder will achieve this through:

revitalising housing markets in the area;

establishing attractive and sustainable urban neighbourhoods through a balance tenure;
building sustainable communities;

contributing to the competiveness and prosperity of the area

" Merseyside Housing Marker Renewal Pathfinder Prospectus, October 2003
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