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1.0 INTRODUCTION

The larger Metropolitan areas in the North of England have made considerable progress in
the last decade in reversing the decline that they had experienced over the previous 50 years.
Huge population losses have begun to stabilise, City Centres have undergone an economic
and cultural revival and some real successes have been achieved in regenerating deprived
inner city neighbourhoods.

The Merseyside area shares these trends with Greater Manchester; Newcastle, Leeds and
Birmingham, although each of these City regions have a different socio-economic baseline
position. In the Core Cities of the Midlands and the North of England the decline in
economic performance and relative environmental quality, and the concentrations of
deprivation and poor quality housing were much more severe than in the older industrial
hinterlands for much of the 20" Century. However there is now evidence that 25 years of
focused urban policy investment and a favourable pattern of economic restructuring,
following consumer led growth and the knowledge economy, has altered the balance in
favour of the Core Cities. The question appears to have shifted from "How much further will
they decline?" to “To what extent can they recover?".

Despite the newly found confidence, there are still some substantial challenges to overcome if
the large northern cities are to achieve their full potential. Regional disparities in terms of
economic performance have continued to grow as some major cities are still over represented
in vulnerable industries and under represented in the new growth areas. Despite some
successes being achieved in turning around individual neighbourhoods, there remain some
large areas of severe deprivation often located on the edge of city centres. These areas,
characterised by poor environment, low property values, high unemployment and population
turnover have been effectively bypassed by the recent economic growth and regeneration of
the Central Business Districts.

Low housing demand and abandonment has been a feature within Merseyside since the late
1970s, when many areas such as Everton and Kirkby experienced severe depopulation. This
low demand was however associated with one tenure — council housing. The pattern of
demand shifted dramatically in the 1990s, as reduced demand and higher vacancies shifted
into the multi-tenured Edwardian Core within Merseyside. This area included Birkenhead
and Bootle. In the North West, there is growing evidence to suggest that increasing affluence
has assisted with the decentralisation from the town and cities (CURS 2001a). The worst
affected local authorities have experienced large scale and persistent population loss over the
last thirty years, which has been matched with growth in the daily inward migration of
commuters. The migration of the more affluent has fed continuous downward spiral of
decline in local neighbourhoods and social polarisation, which matched with a widening
travel to work area, have interacted to produce a surplus of low demand housing surrounding
the inner cores of many town and city centres. The M62 study" highlighted the fact that
Merseyside in particular was severely affected by this phenomenon, with large clusters of

! Changing Housing Markets and Urban Regeneration in the M62 Corridor, CURS, Birmingham University
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weak neighbourhoods located in the centre of the conurbation, as well as on the peripherary.
Relative to its population, Merseyside is almost certainly the most decentralised conurbation
in England.

This paper is designed to establish the key forces or drivers of change, which have shaped the
local housing market in Merseyside. To achieve this, the paper provides a review of the
available evidence relating to the drivers of housing market change in the Merseyside
NewHeartlands area, to determine their importance and inter-relationships.

The following review of the drivers of change has a number of objectives:

» To assess the relative importance of drivers of change impacting upon local markets;

» To assess the inter-relationship between the key drivers; and,

» To highlight the strategic and policy implications which flow from the body of
evidence, which existed prior to the establishment of New Heartlands, and

* To incorporate the research findings from the period 2004/05 into this analysis.

This Paper is structured therefore, in the following way : Section Two briefly places the
HMRA in its sub-regional and policy context; Section Three highlights the Drivers of Change
for the local housing market which were identified in the body of research conducted between
1998-2004; Section Four then tests and refines the findings of the previous research by
briefly summarising the findings of research which has examined :

» Patterns of migration;

e Survey of movers;

* The new economy;

» Population change;

» Market demand for new build;
* The City Centre and waterfront.

Finally, the last section looks at the relationship between the drivers and the strategic
policy implications of the research.
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2.0 THE HMRA IN CONTEXT

The NewHeartlands HMRA is the third largest in terms of its number of dwellings (118,000)
and second in respect of population (246,000) when compared to the other 8 HMRA
Pathfinders. Because of the scale and complexity of the target area, it is comparatively easy
to become transfixed by the difficulties experienced by this part of Merseyside. Even by
comparison with the other Market Renewal Areas, the area stands out in respect of the
severity of some of the socio-economic and housing indicators. Some examples from the
2001 Census are listed below :

« The area has the lowest proportion of people working full time;

« The highest proportion of people living alone;

« The highest proportion of lone parents;

« Arrising vacancy rate despite a net reduction of 6,000 dwellings between 1991 and
2001. Only Manchester and Salford registered a larger net fall in the number of
household spaces over this period (-8,000).

This complex and diverse target area contains multiple disadvantage and large scale
opportunities for regeneration. However an insular approach to Renewal will not be
sufficient to achieve the renaissance of the Housing Market in inner Merseyside. It is noted
elsewhere in this paper that the fabric of the Merseyside conurbation was significantly
weakened by selective decentralisation and economic change in the 1960s and 1970s.
Deprivation is both intense and widespread, across large swathes of the conurbation and this
is also reflected in the plethora of market restructuring initiatives from Kirby and Huyton to
Croxteth and Netherley Valley on the fringes of Liverpool and Knowsley.

The extent and scale of public sector intervention in restructuring the economy and the
physical environment of Merseyside has meant that the public sector has become a
significant driver of change. Clearly the restructuring of the inner-core of Merseyside needs
to 'fit" within this complex pattern of public sector activity, much of which predates the New
Heartlands Initiative, and is in a more advanced stage of delivery. The complexity and
fragility of the Merseyside conurbation contrasts with the Greater Manchester Conurbation,
where severe structural weaknesses are concentrated in Salford and Manchester rather than
being widespread. There is therefore a greater need for co-ordination of activity in
Merseyside to maximise additionality and minimise the social costs which will arise from
the inevitable displacement effects of public policy.

The analysis in the final section of this paper takes into account the sub-regional context
within which the NewHeartlands Initiative is located.
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3.0 THE DRIVERS OF CHANGE : THE EVIDENCE BASE 1998-2004

In Merseyside there is a wealth of data, which has been developed since the late 1990s into
the changing conditions affecting local housing markets. Such research has identified the
neighbourhoods at most risk and established the scale of change affecting these housing
markets. It has provided a comprehensive base in which to understand the factors that affect
local areas; their circumstances and many of the principal drivers, which have driven the
markets into decline. This has in turn informed the strategies developed for each of the
Pathfinder authorities.

As documented in the Audit Commission’s Scrutiny Report for the New Heartlands
Pathfinder®. The Pathfinder has identified a wide-range of factors associated with potential
market failure or success. However, what is lacking is the clear understanding of both the
relative importance of individual drivers and how they interact and combine to influence
housing markets.

In light of the Audit Commission’s comments, it is therefore necessary to conduct a more
detailed analysis of the drivers of change and their inter-relationship over time, to determine
the overall performance of the housing markets in the HMRA.

The remainder of this section sets out the drivers of change identified in the research 1998-
2004, which operate at the national and local level and have affected the NewHeartlands
housing market

Longstanding factors

Some of the most significant drivers affecting the economies of the major cities have
developed over the past four decades. Deindustrialisation brought about by changes in global
markets has resulted in the restructuring of traditional industries in many cities including
Liverpool, Manchester, Sheffield and Newcastle. Planning policies, particularly in the 1960s,
led to major decentralisation of population to the edge of urban areas. The key drivers which
have had a longstanding impact on the Merseyside economy are documented in the body of
research/highlighted in the Bibliography. The two key long-term drivers of change which are
still impacting upon the conurbation are economic restructuring and planned decentralisation.

3.1 Economic restructuring /Demographic Change

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. Between 1991-
2001 Merseyside’s total population decline was in the region of 8% per decade. However the

% Market Renewal New Heartlands Pathfinder, Scrutiny Report 2004, Audit Commission
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full extent of the population loss can be seen by looking at a longer time frame. Between the
1930s — 2000 Liverpool experienced a total population loss of 49%>.

When looking at the conurbation as a whole the Inner Core of Merseyside suffered the most
acute population loss, which is directly correlated with the lack of economic opportunity for
residents. By way of example, over a 35-year period from the 1960s — 1980s, the City of
Liverpool lost 154,000 people equating to 66,900 households. This population loss severely
impacted upon 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 NewHeartlands area. Between
1991 - 2001 the Sefton population declined by 10,000 and is forecast to decline by a further
19,000 by 2021. Such borough wide trends are evident to a greater degree in the
NewHeartlands area, where the economically active have moved to other parts of the borough
or to neighbouring authorities. In the case of the Wirral, census data suggests that the
population declined from 327,000 in 1991 to 312,300 in 2001°, although this decline has
recently showed signs of reversing its trend.

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
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 the Wirral.

3.2 Impact of Planned Decentralisation Policies

The Merseyside conurbation was subject to public sector decentralisation policies during the
1960s and 1970s. This involved the movement of population located in housing clearance
areas and the development of expanded and new towns to accommodate the dispersed
population. This predominately public sector driven initiative saw the two major
conurbations in the North West — Greater Manchester and Merseyside experience phases of
population decentralisation over 3 decades’.

The first phase of planned public sector led decentralisation during the 1960s — 1970s saw
the population of Liverpool being directed to the newly expanded town of Runcorn,
Skelmesdale and the overspill in Knowsley. The second wave of private sector led

® Merseyside Housing Market Renewal Pathfinder October 2003 Prospectus.
* Understanding the Liverpool Housing Market: reversing decline and managing change, CURS, 2003
® Wirral Strategic Investment Framework, Merseyside Housing Market Renewal Pathfinder Prospectus, October 2003, Wirral
Metropolitan Borough Council
Merseyside Housing Market Renewal Pathfinder October 2003 Prospectus
” Changing Housing Markets and Urban Regeneration in the M62 Corridor, CURS, Birmingham University
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decentralisation during the 1980s saw a shift towards peripheral housing & employment
developments on the edge of town. This was reinforced by the improved transport
infrastructure, increasing car ownership and improved public transport provision. The
latter phase was market led and facilitated by a national pro-development planning system.

The clearance and housing improvement policies under taken in Liverpool’s Inner Core
during 1971- 1981 saw in the region of 22,000 properties cleared or closed. A further
40,000 mainly pre - 1919 properties were improved under the General Improvement Areas
and Housing Action Area programmes. This provided the stock with a notional 30 year life
span. Clearance policies along with economic restructuring significantly reduced the
population density of the urban core. Whilst clearance was justified on public health
grounds by the poor condition of the cleared properties, it led to a significant decline in the
use and demand for facilities and a collapse in local service provision. This is particularly
evident on the arterial routes in North Liverpool and the Eastern approaches adjacent to the
City Centre.

Such policies along with economic restructuring, exacerbated the decline in the urban core
in many cities in the North and Midlands. 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 have now placed a greater emphasis on
urban renaissance by developing the urban cores and focusing development in areas of low
demand.

Mature and Consolidating Drivers for Change

The drivers discussed above, took place over a period of 40 years or so and to some extent
the scale of their impact on housing areas have moved on. In recent years drivers have
emerged which have largely been an effect of the longstanding drivers above. However in
some cases drivers have emerged for other reasons.

3.3  Changing Lifestyles and Aspirations

The local environment is a key driver impacting upon the local housing market. Problems
with the physical environment have contributed in large measures to the unattractiveness of
the NewHeartlands area as a residential location. A decline in population creates a vicious
cycle of decline in the maintenance of the urban environment and a reduction in mainstream
budgets, which in turn leads to a further reduction in the quality of the local environment.
High levels of environmental degradation, along with other factors such as crime and anti
social behaviour, deter new residents and encourage existing residents to move on. (This is
evidenced later in the analysis of the movers’ survey).
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Public perception is clear from surveys that were undertaken with the Wirral and Sefton
HMRA. In Sefton 38% of households had dwellings below average levels of environmental
quality with just 32% of households saying they were satisfied with their neighbourhood
compared to 81% of residents living outside the HMRA?®. In the Wirral HMRA, only a third
of residents said they were “very satisfied” with their environment and a further 47% declined
to answer®.

High crime rates and levels of anti-social behaviour accentuate the decline of
neighbourhoods. In Liverpool, seven out of the 16 Liverpool NRA areas situated within the
NewHeartlands area had crime rates above the city average.

Increasing preference for owner occupation has moved demand for housing away from the
HMRA with its high concentrations of private rented and Council/RSL stock to areas of new
housing development. This driver has been encouraged to some extent by the following
factors:

. Reform and Innovation in the UK Financial Services Sector. Regulatory
changes to the mortgage financial institutions in the mid 1980s have led to a
stream of innovative mortgage deals and the advent of the buy to let
mortgages. This has influenced the affordability of owner occupation, which
has influenced the number of people purchasing properties outside of the urban
core™.

. Falling male unemployment has enabled some families to purchase homes and
move out of the inner core areas. By way of example, the M62 study showed
a 0.97 correlation between falling male unemployment and the demand for
council housing across the North West of England™. Allowing for a time lag
between the reform of financial services and the ability for families to take
advantage of the cheaper mortgage loans, this could explain the fall in demand
for social housing stock experienced in the 1990s.

3.4  Housing Market Renewal Housing Stock

Due to changes within the economy and the residential structure of the North West, over a
period of several decades the HMRA has been characterised by an unbalanced tenure profile,
with low levels of owner-occupation and high levels of social rented and private rented stock.
The predominant archetype is pre-1919 terraced properties, which have experienced
declining demand and do not meet the aspirations of the majority of new households. The
demand for 3 bedroomed, semi detached property with off street parking is well documented
in the individual prospectus for each of the NewHeartlands areas, as well as the Merseyside

8 Merseyside Housing Market Renewal Pathfinder, October 2003 — Sefton Metropolitan Council, Strategic Integrated
Investment Framework, Sefton Metropolitan Borough Council.

® Wirral Strategic Investment Framework, Merseyside Housing Market Renewal Pathfinder Prospectus, October 2003
10 Changing Housing Markets and Urban Regeneration in the M62 Corridor, CURS, Birmingham University

1 Changing Housing Markets and Urban Regeneration in the M62 Corridor, CURS, Birmingham University
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Urban Housing Capacity Study. However, the Sefton HMRA prospectus does suggest that
low demand for housing in Sefton’s inner city is not property specific, in that some 4
bedroom Victorian villas are experiencing the same problems as pre-1919 terraced properties.
This does suggest that the drivers of demand are weighted in relation to the wider
environment within the HMRASs™. The inner core area is also characterised by a
disproportionate number of houses in multiple occupation, which caters for an increasingly
transient population in unsustainable neighbourhoods.

An example of the transient nature of some neighbourhoods was highlighted by research
undertaken by CURS. This concluded that the housing market of Liverpool’s inner core has
been in decline since the 1960s, with the shift from private rented to owner occupation and
social housing as part of the clearance and redevelopment programmes. The weaknesses
which appeared in the market during the 1980s — 1990s were masked to some extent by the
location of a large student population. However they were revealed once the demand for
student accommodation declined as a result of new purpose built accommodation in and
around the city centre.

Increases in the level of stock obsolescence are another weakness within the housing market.
This has been driven by declining demand and the concentration of surpluses in specific
neighbourhoods and housing abandonment. The Wirral HMRA has 11.2% of its private
sector defined as unfit compared to 5.7% for the Wirral as a whole. Its property vacancy rate
stands at 8.8% compared to 3.6% for the rest of Wirral. In Sefton HMRA 6.7% of its housing
stock is unfit, which is twice the borough average. The improvement or demolition of such
stock will be a key driver in moving forward the housing market.

Chronic Neighbourhood Decline

In February 2002 the Centre for Urban and Regional Studies published a research report
entitled 'Renewing the Housing Market of Liverpool's inner core'. This research explored the
hypothesis that once critical thresholds of vacancies and turnover are passed, the speed of
neighbourhood decline is accelerated.

The researchers reviewed a number of areas in the North East, North West and West
Midlands where there has been severe housing market weakness associated with low demand
in mixed tenure neighbourhoods. At the time of public sector intervention, whether through
NDC, SRB or main programmes, the turnover and vacant property rate within the case
studies was close to 14.5 per cent and 16 per cent respectively.

The research then developed a four-fold typology using these thresholds to guide their
targeting of areas with the greatest risk of housing market failure in the Inner Core:

2 Merseyside Housing Market Renewal Pathfinder, October 2003 — Sefton Metropolitan Council, Strategic Integrated Investment
Framework.
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» Acute areas with vacancy rates and turnover rates above the hypothetical
'tipping' points of 14.5 and 16 per cent respectively;

» Acute areas with low inflow and outflow: areas with high vacancy rates but
below the 'tipping' point turnover rate;

* Areas with high turnover but lower than 'tipping' point vacancy rates; and

» Areas with below the 'tipping' point on both measures.

The research provided a considerable body of evidence which suggested the hypothesis was
proven. Housing stock in the inner core was polarised between neighbourhood which were
experiencing chronic decline and other neighbourhoods which were relatively stable, or had
high turnover because of their housing market function. What was evident was that once the
thresholds had been passed vacancies accelerated rapidly.

The analysis identified neighbourhoods located in the "acute™ typologies which contained
more than 18,000 dwellings where the average void rate varied between 25 per cent — 30 per
cent. These neighbourhoods had characteristics which suggested that it would require radical
intervention to alter their trajectory. The researchers estimated that up to 11,000 properties in
the Inner Core would need to be cleared in the medium term.

New and Speculative Drivers for Change

What has become clear in the body of research that has been produced for the HMRA
prospectus, is the emergence of a set of new economic drivers. These new drivers are
influencing and changing the existing housing market.

Economic Resurgence: Liverpool and the Greater Merseyside area have begun a process of
economic resurgence, which is both public and private sector driven. 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 is estimated that employment will have
increased by 21,000 between 2000 - 2004*%. The growth in the sub regional economy will
have a significant impact on the local housing market, by creating the demographic stability
required to underpin a more buoyant housing market. The HMRA lies within the boundaries
of some key regeneration and employment initiatives, which will in turn have a cumulative
effects on 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 them
more attractive to existing and new residents.

Private Sector Residential Development: The provision of new and speculative development
within the HMRA is a key driver and indicator of how the demand in the housing market is
moving forward. Currently the supply of private housing in these areas is low; between

3 Liverpool Economic Review and Futures, 2004, Amion Consulting
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2001 - 2002 no new dwellings were built in the HMRA area of Sefton. On the Wirral as a
whole over the past 15 years new builds have averaged at 661 dwellings per annum.
Between 2001 — 2002 only 14 new dwellings were built in the HMRA area. The lack of
housing choice within these areas has led to two outcomes, people are buying older stock as
the only affordable option or they are moving elsewhere.

Of course, the demand for new residential development in the inner core areas will be
dependant upon the growth in the sub-regional economy. However this is not the only key
driver. The provision of new private housing development will be dependant upon demand
and a suitable land supply being made available, and in the context of HMRA being able to
compete with other areas of housing markets in terms of local services and environment.
Recent activity in the housing markets within parts of the sub-region, suggests that a
substantial demand for new property does exist and that there is evidence that a new
population is moving into the City.

A recent report produced by Knight Frank examining the Liverpool Market Activity™,
suggests that the increase in Liverpool’s City Centre residential market is set to continue.
This growth is anticipated amongst the student and professional population, as economic
forecasts predict a strong growth in the high value added sectors. The Buy to let market in
the city centre has been particularly strong over the past two years, with investors forming
75% of the market for some schemes. Activity from Irish investors has been significant, as
have Buy to Let investment clubs which are designed to purchase bulk discounted purchases
off plan.

The edge of Liverpool’s city centre remains popular as land values are cheaper and prices
remain competitive. The sustainability of the city centre residential market and its
population will depend upon a number of factors. These include the market’s provision of
an inspirational mix of accommodation for the whole population and the ability to provide
housing options for all stages in life. The Canning and Hope areas on the edge of the city
centre are experiencing a new phenomenon with the deconversion of larger Georgian and
Victorian terraced houses, previously subdivided into small flats and bedsits, back to larger
apartments with 2-3 bedrooms or into family homes®, but the supply of these is limited.

Untapped Potential of the HMRA. The Merseyside Housing Demand Study indicates that
based on the various growth scenarios developed for the Liverpool and Merseyside economy
there is sufficient demand potential to support a rate of 1000 new dwellings pa to be
developed in the Pathfinder area for owner occupation. A key issue will be the extent to
which the inner-city can compete for population with the city centre and peripheral areas,
which are also subject to market restructuring initiatives.

¥ Liverpool Market Activity Report, Summer 2004, Knight Frank
' City Centre Living Residential Development Update, December 2004, Liverpool City Council & Liverpool Vision
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Research undertaken by CURS provided evidence that economic regeneration had enabled
the newly economically active to leave the City because the City’s housing choice did not
match their aspirations. To overcome this, the local economy and the housing market need
to be co-ordinated so that the increasing employment and income growth would not
undermine failing housing markets. At present the Pathfinder area is limited in its capacity to
benefit from any economic upturn because of the nature of its housing stock. Market driven
demand exists in the areas outside its boundary, the city centre, and the suburban south and
east of Liverpool, north of Sefton and west Wirral. There are plentiful opportunities in the
HMRA, which lie adjacent to these areas, where land values are cheaper. However as
already stated, private sector interest will be driven by public sector involvement in
assembling suitable land and by encouraging the provision of services to support a
residential population.

16 Stabilising the Population of Liverpool” 2001, CURS, Birmingham University

11
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4.0 RESEARCH FINDINGS: 2004 - 2005

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 following section of
this paper provides a brief summary of these findings.

Migration

Origin-destination data from the 2001 Census provides a detailed picture of patterns of
migration into and out of the Pathfinder area and Merseyside more generally. Map 1 shows
the main sources of movement into the Pathfinder. Shading shows the percentage of
migrants from each area who moved into the Pathfinder. The purple shading shows areas
where 30% or more of those moving out of their ward of residence moved to a ward within
the Pathfinder. As most migration is short distance, it is not surprising that this zone
corresponds roughly to the Pathfinder area itself. The blue shaded zone shows areas where
10% or more of out-migrants moved into the Pathfinder. This area is comparatively
restricted, covering only north and Central Liverpool, areas in the south of Sefton adjoining
the Pathfinder, and small areas in Birkenhead again adjacent to the Pathfinder. The area from
which 5-10% of migrants moved to the Pathfinder (shaded green) is also restricted. Areas
where fewer than 5% of migrants move to the Pathfinder (yellow and pink shading) are more
scattered, covering parts of west Cheshire, Warrington, St Helens and West Lancashire. The
pattern of in-migration in 2001 to the Pathfinder was therefore generally very restricted and
short-range, but with a wider scattering of low intensity migration, the latter probably
associated with moves by young people and students.

Moves out from the Pathfinder are shown in Map 2. The shading shows the percentage of
migrants into each area who moved from the Pathfinder. Areas which received 30% of more
of their in migrants from wards in the Pathfinder are largely confined to the Pathfinder itself.
Few people moving from wards in the Pathfinder move into central Liverpool, as would be
expected. But again most movement out is relatively restricted, although covering a more
extensive area than in migration. The zone of weaker links (1-5% of in migrants are from
the pathfinder) forms a less scattered pattern than for in migration, covering most of Wirral,
Ellesmere Port and Neston, Knowsley, St Helens, West Lancashire and Sefton. This
suggests that out migrants are moving shorter distances than in migrants. Taken together
these two maps suggest that despite covering a wide area including central Liverpool, the
Pathfinder’s strong links through migration cover only a tight and confined area covering
Liverpool, south Sefton, and inner Wirral.

Map 3 shows movements into and out of the Liverpool section of the Pathfinder. In-
migration is mainly from areas of Liverpool adjacent to the Pathfinder. There is only limited
crossover from the Sefton parts of the Pathfinder and almost none from Wirral. Out
migration from the Liverpool part of Pathfinder has a more south easterly orientation, but is

12
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again mainly confined to Liverpool itself, with little or no interaction with the rest of the
Pathfinder area.

Map 4 shows movements into and out of the Sefton section of the Pathfinder. In-migration to
the Sefton part of Pathfinder is entirely derived from South Sefton, with almost no major
flows from Liverpool. There is a very similar picture for out migration, though with a little
more movement into Liverpool. This shows that there are few migrational ties between
these two parts of the Pathfinder, but also that the Sefton Pathfinder area has relatively weak
ties with the rest of Sefton.

Map 5 shows movements into and out of the Wirral section of the Pathfinder. There are
almost no significant cross-Mersey flows either into or out of this area. Even within Wirral,
the major flows are confined to parts of Birkenhead and to a lesser extent Wallasey.

Overall, migrational links between the three parts of the Pathfinder area are therefore very
limited. The Wirral and Sefton areas have little interaction with each other or with the
Liverpool Pathfinder area, and both have limited connections with their hinterlands,
importing and exporting people from relatively limited surrounding areas. The Liverpool
part of the Pathfinder enjoys links with a somewhat wider area, but this is confined mainly to
the northern and north-eastern parts of the city itself. Given that the Pathfinder includes the
City Centre this is surprising.

Maps 6-8 show patterns of movement into and out of the three local authorities in which the
Pathfinder is located. Migration into Liverpool as a whole is polarised (Map 6). There is a
relatively small zone of intensive in-migration covering adjacent parts of Sefton and
Knowsley, and a more widespread zone of low level in-migration, probably reflecting moves
by students and other young people, extending more widely across the North West and West
Midlands. Outward moves are more short distance and reflect Liverpool’s zone of
commuting influence. Sefton (Map 7) has a much more restricted zone of influence which
mainly extends to parts of West Lancashire, and does not cover Liverpool. Wirral has a
more scattered pattern of in and out moves, with intensive migration channelled along the
M53 and longer distance less intensive migration extending out well into Cheshire and into
North Wales.

The small spatial scale of movement within the Pathfinder reflects the relative lack of
household income within the HMRA. Generally poorer people have a more limited pattern
of movement when compared to affluent households. The patterns of movement are
different when viewed from a local authority level as there are movements between suburban
markets which cross local authority boundaries (for example Liverpool/Knowsley).
Additionally the evidence of longer range migration into Liverpool is consistent with its
function as a regional centre, and with its growth in City Centre Living and large student
population.
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The pattern of movement highlighted in this analysis is consistent with the findings from the
CURS vacancy chain study in the M62 study. This showed that after the massive exodus
from North West Cities in the 1960s and 1970s, suburban markets have settled down and are
characterised by stability rather than volatility. Conversely this is also true for Cities like
Manchester and Liverpool where small increases in population have been registered recently
after decades of decline.

The pattern of movement identified in this study and previous studies by CURS in the North
West, has identified a process whereby the housing market has become spatially segmented
and highly differentiated by income. The forces which have caused this pattern of
development have now largely dissipated. However large parts of the conurbation are still
vulnerable to a slow increase in vacancy rates given increasing competition from adjacent
areas, combined with increasing rates of economic polarisation (see Section 4.3) and a
deteriorating environment within the older urban core.
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Map 1: Migration into Merseyside Pathfinder 2001
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Map 2: Migration from Merseyside Pathfinder 2001
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Map 3: Migration to and from Liverpool area of Pathfinder
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Map 5: Migration to and from Wirral area of Pathfinder
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Map 7: Migration to and from Sefton
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The Survey of Movers

This survey conducted research both with existing residents living within the HMRA and
with prospective residents currently living outside the Pathfinder area. The study was
designed to understand the needs, aspirations and attitudes to the area, including what would
encourage them to either remain or re-locate to New Heartlands. The research included
3,100 face to face interviews, eight focus groups and interviews with developers.

The study was rigorously focused on movers, i.e. Households who move and collectively
trigger market change. The research was targeted exclusively at residents wanting and able
to move homes through market purchase or rent. Because of the size of the sample, the
results are contained in eight volumes, therefore the following text merely emphasises some
of the significant findings for NewHeartlands.

Within the HMRA the views and aspirations of movers are broadly consistent with the
migration data as 75 per cent are "fairly definite” that they will move from their current area,
but 72 per cent will stay within Merseyside. The parochial nature of the housing market is
emphasised by the rejection of the majority of HMRA movers, moving any significant
distance within the NewHeartlands area. The biggest issue which secures loyalty to the area
is the proximity of family and friends.

The HMRA movers are on balance slightly pessimistic about their neighbourhoods with
more respondents saying the area has 'got worse' rather than 'got better' (39.2 per cent
compared to 22.7 per cent). The three main issues which respondents identify as needing to
be addressed over the next 5 years are listed as :

«  Crime 28 per cent
» General Appearance 20.4 per cent
- Empty Property 17.1 per cent

This is particularly significant for the NewHeartlands Initiative, because these are
precisely the issues which can deteriorate during a process of renewal and
redevelopment. It emphasises the importance of effective neighbourhood
management if aspirational groups are to be persuaded to stay during regeneration
programmes which may last a decade.

Dissatisfaction with the current home was not a significant factor in determining residents’
willingness to move within the HMRA.. Eighty nine per cent of residents were very satisfied
with their homes. The reasons for moving can be summarised as an aspiration for a larger
home and the desire for a better neighbourhood, with the latter being more important than
the former compared with their previous move. The quality of the neighbourhoods and a
choice in the housing stock would be the two main factors which would retain aspirational
groups.
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The survey revealed a significant demand for new properties, with the following proportions
of movers seeking this product :

+  HMRA movers — 14.8 per cent

» Areas adjacent to HMRA within Wirral, Sefton and Liverpool — 14.5 per cent
« Adjacent Merseyside Authorities — 15.2 per cent

« The Wider reference area — 17.8 per cent

These proportions (re demand) far outstrip the current supply of new property and this
explains why new-build at the point of first sale is rarely difficult to sell if
appropriately priced, irrespective of location and to a large degree, the external
environment.

The perceptions of movers who currently live outside of the HMRA, shows that
considerably more movers in Liverpool, Sefton and Wirral aspire to be in the countryside in
ten years time, than those in the wider reference area would aspire to be in a named area of
inner Merseyside. However there are a large percentage of movers in the outer areas of the
city region who would consider "another city/major town". This large group of open minded
consumers may well be persuaded to migrate to the conurbation if the offer was right.
However many of these movers have very negative perceptions of neighbourhoods outside
of Liverpool City Centre, and within Birkenhead and Bootle. Therefore, changing the
perceptions and the reality of the offer maybe a long process.

The New Economy

The Merseyside economy has entered a new period of growth in productivity and
employment, which in recent years has changed perceptions in relation to the potential of the
sub-region to be a major economic force within the North West region. This change in
economic trajectory raises a number of issues for the NewHeartlands Initiative such as: To
what extent will the economic growth lead to population growth? How will change in
occupational structure lead to changes in demand for housing? These questions helped form
the brief for work which examined the relationships between economic growth and
population change.

Amion Consulting in conjunction with Cambridge Econometrics were appointed to produce a
number of forecasts relating to Gross Value Added (GVA), a key productivity measure, and
employment and the occupational structure for the Merseyside economy to 2015. The
approach to the work has been as follows :

» Hot and cold spot analysis of economic performance

«  Economic forecast using Cambridge Econometrics Local Economy Forecasting
Model to identify growth scenarios, including pessimistic base, project delivery
and optimistic forecast. The preferred forecast for this exercise is the Project
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Delivery scenario which captures recent favourable economic performance and
assures the delivery of current major regeneration projects.

« Population and migration forecast using Anglia Polytechnic University’s (APU)
Chelmer Population and Housing Model (CPHM) to identify different migration
based scenarios, including long-term 1993-2003 based migration trend, zero net
migration and short-term 1998-2003 based migration trend scenarios. The Offices
of National Statistics (ONS) 2003-based sub-national population and migration
projections have also been used to reflect a base scenario. (See Section 4.4).

» Household forecast using The Chelmer Model. Again these have been produced
for the 3 migration based scenarios above and ONS projections have been
included for composite purposes. (see section 4.5)

The key messages from the economic forecasting are listed below :

* GVA s forecast to increase within the HMRA districts at a higher rate than the
North West (though lower than for the UK with the exception of Liverpool).

» The GVA per capita of the area will remain below that of the North West and UK
(though the gap is forecast to narrow with Liverpool’s rate rising above the
national average).

» GVA s expected to grow in the reference area but at a slower rate than in the
HMRA districts, North West and UK. The GVA per capita of the reference area
will, however, remain above the regional average.

» Employment growth is expected for the HMRA districts and reference area (above
regional average) though limited growth is expected in comparison to that of the
previous 5 years’ and national figures.

» Assignificant reduction in unemployment in the reference area and particularly the
HMRA districts is expected, in contrast to a forecast increase in unemployment at
regional and national levels.

* Occupational change within the HMRA districts and reference area is similar to
the trend expected for the North West and nationally e.g. strong employment
growth in higher order occupations such as personal service, managerial and
professional and a fall in terms of lower order occupations such as administration
and skilled trades.

There is an overall expectation of continued reasonably strong economic performance.
However, the rate of economic growth in the HMRA and reference area between 2005 and
2015 is expected to fall relative to the previous 5 years and be more in line with regional and
national performance.

This research tends to confirm that the Merseyside economy will continue to be characterised
by its polycentricity with both the City Centre and parts of the periphery generating high
GVA and employment growth. The forecasts also tend to suggest an increase in economic
polarisation within the conurbation, so for example the growth in GVA in Liverpool has not
been matched by commensurate employment growth. This is a result of continuing loss of
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low value employment and an increase in business and professional services. Low skills and
other factors have ensured that the population of the inner areas including the HMRA has not
benefited proportionately from recent economic growth and there is a danger that this will
remain the case in the future.

The same issues are apparent in Manchester and Salford and if projected forward these
economic changes will reinforce the polarity in the housing market. In relation to GVA, the
findings are complemented by projections of change in the occupational structure. This
shows an increase in highly skilled employment, coexisting with a low value market and high
rates of economic inactivity. This suggests that if the inner core of Merseyside and Liverpool
more generally, wish to capture economically active groups there will need to be a significant
diversification of the housing offer. The forecasts also suggest that economic growth in
isolation from other initiatives will not be sufficient to repopulate the NewHeartlands area.
This issue is briefly explained in the next section.
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Projected Population Change

The demographic analyses which has been conducted by Amion, relates forecast economic
change to population and migration projections for the HMRA districts, the wider reference
area identified by the migration analysis in Section 4.1, as well as comparative projections for
the North West Region and England. Projections of population change have been
constructed using ONS based projections as well as Anglia Polytechnic University’s Chelmer
model. The use of these two models has produced a range of outcomes which provide a
framework within which the Market Renewal Strategy can be developed.

To ensure consistency with the economic development modelling, the consultants have linked
the population and households forecasts produced by ONS with the project delivery scenario
used for employment and occupational forecasting. The ONS forecast show that between
2005 and 2015 :

« A projected rise in the number of households within the HMRA districts of 24,000
(5.2 per cent) and within the wider reference area of 21,000 (5.8 per cent).

+ In comparison, the number of households in the North West and England is
projected to rise by 6.9 per cent and 9.9 per cent respectively.

« Hence the share of households within the HMRA districts as a proportion of total
households in the HMRA and reference area combined is forecast to fall slightly.

« The increase in the number of households within the HMRA and reference area is
expected to be 'driven’ by changing household size rather than a substantial net in-
migration of persons. In other words small (often single person) households will
move in whilst larger (often family) households will move out.

If the potential additional in-migration to the HMRA due to be expected positive economic
performance were included, then the total number of households in 2015 would be increased
by 3,700 above the ONS forecast. This economic and demographic modelling takes no
account of the potential impact of improving the quality of housing supply in the HMRA
and as such it represents a "policy-off" scenario. However this element of the research
programme does illustrate two things. Firstly, that economic growth alone will not
repopulate the inner-core, and secondly if improving housing supply does repopulate inner
urban areas there is likely to be a displacement affect elsewhere within the reference area.
Given the extent of previous decentralisation and the ensuing social segregation, there may
be considerable social benefits which flow from this displacement.

Market Demand for New Build Housing

Housing Markets operate independently of administrative boundaries, hence the reason why
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. In order to
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establish an overview of the sub regional housing market in terms of the market demand that
has taken place for new build development, an analysis was undertaken by ECOTEC of the
existing, planned and potential housing supply. As part of the consistent research
methodology which has been deployed, the reference area defined by migration and Travel to
Work data was used. This provided the geographical framework to determine housing supply
across the Merseyside area.

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. In order to understand the relationship between housing
development and the reference area, each of the local authorities (within the reference area)
were asked to supply data on planning applications for housing developments of 10 units or
more. Data was requested for planning applications approved since 1998 and included
housing developments that have been completed, currently under construction or still to be
built out. In addition, details were included for sites which had been allocated for housing
but have no planning consents in place.

Using the information that each local authority supplied, data relating to planning
applications was plotted on to a GIS system. Figures 1 and 2 below, illustrate the spatial
distribution of housing development within the sub region and the reference area. The
spatial distribution of developments that were completed over a five year period between
1998 - 2004, (Figure 1) suggests that the demand for new housing supply has tended to take
place along the main transport networks with an East —~West (M62) axis emphasis. This runs
from the Wirral through central Liverpool towards St Helens and Warrington. Along this
axis the largest concentration of new developments has taken place, with some of the largest
housing developments of 150 plus units. Liverpool City Centre, parts of Knowsley and St
Helens and Warrington all display evidence of such development activity.

With regards to the North-South axis, a concentration of development has taken place along
the M57 axis. Moving further eastwards there had been a concentration along the M6 axis
and sphere of influence, this again reflects the level of development that has taken place in St
Helens and Warrington. In Liverpool there is a notable clustering in the City Centre and the
Waterfront, South Liverpool and parts of the Eastern Fringe, where there has been a
concentration of development in excess of 150 units. Some activity is evident in parts of
Halton, North Sefton and the Wirral. Both 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 tended to dominate the level of dwelling
provision within the Pathfinder area over recent years.

Moving on to consider the future housing supply as shown in Figure 2, again it can be seen
that the market for new build housing is clearly showing a relationship to the previous areas
of strong demand and this is being mirrored in terms of the future supply pipeline.
Developments which are currently under construction or have obtained planning consent are
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focused to the East — West axis, along the M62 and M56 corridors. Substantial levels of
potential activity are to come forward in central Liverpool, (again its City Centre) Knowsley,
St Helens, Warrington and Halton. Halton has a significant amount of development to come
forward on land owned by the New Town Commission. Looking at the north south axis,
potential new build activity is mirroring the spatial distribution of completed developments.
Potential new build development activity is taking place east -ward out towards the M6
corridor area and along the north — south axis of the eastern fringes of Liverpool, south
Liverpool and Knowsley. There is evidence that suggest activity is starting to take place
both within and adjacent to the Pathfinder boundary on the Wirral and within North
Liverpool and South Sefton.

Turning to the future supply pipeline, the spatial distribution of allocated housing land (land
allocated for housing but has still to secure planning consents) mirrors that of the current
supply pipeline. Both Halton and St Helens have a number of sites that could potentially
come forward during the current plan period. There are also a number of small sites that
have been identified within and adjacent to the pathfinder boundary. Again this includes
sites for each of the Pathfinder authorities, including parts of North Liverpool and South
Sefton.

Within this context there is a debate to be had at the local and sub-regional level regarding
the impact that current housing distribution and housing allocations will have on the HMRA
area and its delivery. There is limited ability to change this pattern of demand in the short to
medium term, given that the level of provision within the current planning period is already
ahead of its aggregate of provision targets as the current stock of existing permissions are
built out. Any ability to influence this pattern of distribution will depend on how the supply
of land to come forward is regulated and how it can be ensured that where obsolete housing
is being cleared that the sites are ultimately redeveloped to a density which will support
local, social and commercial facilities.
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