Elevate East Lancashire

Housing and the Economy: The Pennine Lancashire Market in 2007
Introduction

Elevate East Lancashire is currently developing its Business Plan for the programme period 2008-2011. This paper refreshes the economic and housing market analysis undertaken previously.  Much of Elevate’s agenda for the Pennine Lancashire area has been based on the need to address what has been identified as a dynamic relationship between the housing market and the economy.  
This paper is presented in four parts:  
· The first part of this paper reviews the key economic challenges facing the Pennine Lancashire economy, providing an updated economic baseline to inform Elevate East Lancashire’s forthcoming Business Plan. The paper builds on the conclusions of the 2005 Elevate East Lancashire Economic Analysis and Economic Baseline, updating the key economic indicators and setting out the implications for economic growth and renewal.  
· The second part of the paper provides an update, based on recent intelligence, on the housing market and strategic issues in this area.  
· The third section presents the key conclusions of the District Summaries Appendix, which highlights the key issues for each district. 

· Finally, the report provides a discussion, based on the updated economic and housing market information, on the implications of the current state and forecasts of the housing market and the economy.  It identifies key challenges and areas of concern and strategic issues for consideration in the development of Elevate’s Business Plan.
1. Review of Economic Conditions 
The following sections present a concise headline analysis of the key economic developments which have taken place within the Pennine Lancashire economy since 2005. The Review of Economic Conditions contains the following broad sections:
· A review of the main socio economic indicators, their recent and long-term trajectory.
· A comparison with the surrounding City Regions in the North West, and the implications for Pennine Lancashire. 

· Employment and output trajectories and their implications for economic prosperity. 
Pennine Lancashire: Economic Prosperity

Pennine Lancashire, along with virtually all of the northern sub-regions, operates below its economic potential, achieving low levels of output per head compared to national output. In 2004, GVA per head was £13,000 in Pennine Lancashire, only 76% of the British average of £17,200. The figure opposite illustrates the output gap disaggregated by economic and labour market characteristics. 

If Pennine Lancashire successfully closed the gap with the British average, it would generate an additional £2.1 billion, equivalent to £4,200 per person, or over £8,400 per employee. 
Employed Pennine Lancashire residents on average work longer hours per week than their British counterparts (due to fewer part time jobs) generating an additional £90 million of output for the Pennine Lancashire economy. The main characteristics of the prosperity gap are as follows: 

· A lower proportion of working age residents reduces the potential size of the labour force (at a cost to the sub-regional economy of £95m in output);

· Higher levels of economic inactivity reduce Pennine Lancashire’s employment by £220m i.e. too few residents are in employment; 

· The sectoral mix – too few jobs in high value added sectors – accounts for £335m of the gap. This is lower than might be expected and reflects the large manufacturing base which, while less productive than knowledge based sectors such as business services, provides higher than average output per head.  In essence, the high level of manufacturing employment continues to compensate for the limited presence of higher value added service jobs.
Almost three quarters of the output gap in Pennine Lancashire is due to a range of performance factors which apply across the business base and impact on the productivity levels of all employees regardless of sector. Examples of these productivity factors will include: 

· The skills base of the workforce;

· The occupational distribution of the workforce; 

· The level of business competitiveness; and

· The level of capital investment per employee. 
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The output gap with the North West is less severe than that between Pennine Lancashire and Great Britain; it is £1 billion in total, almost £2,000 per person, or £4,500 per employee. The potential labour supply and real employment rate are broadly in line between the North West and Pennine Lancashire, as are the average number of hours worked per week by those in employment. Pennine Lancashire marginally under-performs with regard to the real employment rate. However the productivity gap remains significant, with the weak performance based on sectoral mix and performance factors contributing just over £1 billion (99%) of the total output gap. 
This headline analysis indicates a need to accelerate the development of high value added service sector employment to anticipate the inevitable further decline in some manufacturing sub sectors; and at the same time, improve productivity levels across all sectors. 

The need to improve productivity applies to manufacturing as well as service sectors. Although the sub region has a number of very competitive sub sectors, the majority of manufacturing businesses have productivity rates below their national equivalents. Given the importance of manufacturing to the economy, efforts to improve competitiveness must be a major priority. 

The analysis of the productivity gap also illustrates the breadth of interventions needed to address economic decline. In particular, a strategy based solely on inward investment will be insufficient and the need to work across the business base is crucial. A three pronged approach – improving the competitiveness of the manufacturing base, working with existing businesses across all sectors to improve productivity, and attracting new investment in higher value added services will require concentred efforts over many years. 

Population
Population Trends

The population of Pennine Lancashire has been steadily increasing since the early 1990s, after a significant level of population decline followed by a smaller recovery in the 1980s. By 2003, the population of Pennine Lancashire returned to the population levels of the early 1980s. 
The population growth of Pennine Lancashire consistently outperformed the region between 1991 and 2002, although more recent figures point to an increase in the regional growth rate and a levelling off of growth within Pennine Lancashire. Population growth in Pennine Lancashire has however lagged considerably behind that seen nationally in almost every year since 1981. 
Within Pennine Lancashire, population growth since 1991 has ranged from 10% in Ribble Valley, to a decline of 5% in Burnley; although Burnley was the only district within Pennine Lancashire to experience population decline over this period. 

Population Growth Trends
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Source: Office for National Statistics, Mid-Year Population Estimates, 2007

Sub-national population projections forecast population growth of 14,600 by 2026, to a total population of 536,000 and representing an average annual growth rate of 0.12% from 2005. These projections are produced by the Office for National Statistics (ONS) and are based on population trend data. As such, they represent a 'policy off' or 'no intervention' scenario and do not account for the potential of local, regional, and national authorities to influence local population dynamics through socio-economic interventions or the location of new build properties. This is of particular relevance to the Ribble Valley, where forecast housing growth may restrict population growth in coming years. 
The forecast level of population growth is lower than that expected regionally (0.28% pa), across Manchester City Region (0.31%) and Preston (0.19%), although Pennine Lancashire is expected to grow at a marginally faster rate than the Liverpool city region. The significant population growth forecast within Manchester City Region is mainly based on a resurgent economy.   

Population Projections
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Source: ONS Sub-National Population Projections

The major driver of population change in England is (international) economic migration, adding considerably to the labour force of those economies which successfully attract new groups of workers. The evidence suggests that Pennine Lancashire does not attract significant numbers of economic migrants, reflecting the relatively low levels of job opportunities. However, the potential to attract new in-migrants represents a significant opportunity for Pennine Lancashire. Further information is provided in Section 2. 
While the population of Pennine Lancashire is expected to increase, this growth is driven by the growth of the resident population (i.e. births exceeding deaths). In terms of net population flows, Pennine Lancashire has experienced a net outflow of people, with more people moving out of the area than moving in. 

Pennine Lancashire Population Flows
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Source: Office for National Statistics
The ONS forecasts that the majority of local authority areas will experience modest population growth of between 2% and 4% by 2026. Significant population growth is anticipated within Ribble Valley, which is due to consistent in-migration, rather than growth of the resident population. However as identified above, in reality such population growth in Ribble Valley may be restricted by relatively low levels of housing growth. Burnley, on the other hand, is expected to experience population decline over this period; an unusual phenomenon in a period where strong population growth is forecast throughout the country. 

	Population Projections, by Local Authority
	2006
	2016
	2026

	
	000s
	000s
	% Change
	000s
	% Change

	Ribble Valley
	58.0
	63.5
	9%
	67.8
	17%

	Blackburn with Darwen
	140.5
	142.7
	2%
	145.5
	4%

	Pennine Lancashire
	522.4
	528.1
	1%
	536.3
	3%

	Hyndburn
	81.7
	82.3
	1%
	83.3
	2%

	Pendle
	89.3
	89.9
	1%
	90.7
	2%

	Rossendale
	65.8
	66.1
	0%
	67.1
	2%

	Burnley
	87.1
	83.6
	-4%
	81.9
	-6%


Source: ONS

The forecast decline in Burnley represents a major challenge in securing a sustainable and mixed community.  The scale of the decline is significant in a context of population growth elsewhere, and it is likely to result in a low income community, as those seeking employment and better quality housing move elsewhere. Addressing this issue is a major priority.


Labour Market Characteristics
Pennine Lancashire has a working age population of 313,000, which accounts for 78% of its total population. Since 2001, the working age population has declined slightly as a proportion of the total population, in contrast to the North West and Great Britain, where it has remained relatively static. 

Low levels of economic inactivity, high worklessness and high dependence on benefits (particularly incapacity benefit), when compare to the national averages compound the problems of low economic output in Pennine Lancashire. Economic inactivity is particularly prevalent in ethnic minority females within the Target Areas.
These factors combine to restrict household incomes, and in particular the proportion of disposable incomes that can be devoted to home improvements or investment in more expensive properties.

Key Labour Market Indicators, 2006
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Source: Annual Population Survey / Labour Force Survey
Within Pennine Lancashire, the employment base ranges from only 67% in Blackburn with Darwen, to 85% in the Ribble Valley (significantly above the national average), highlighting the broad range of performance within the sub-region. While these figures highlight the relatively strong position of the Ribble Valley employment base, it is important to note that this is supported by high levels of net out-commuting, i.e. a large proportion of Ribble  Valley residents are employed elsewhere. 
Unemployment is broadly in line with the national average, with 12,100 working age individuals actively seeking employment in 2006, although the sub region does have relatively high levels of economic inactivity. In 2006, 25% of the population of Pennine Lancashire were not employed and not seeking employment and only 20% of these individuals stated that they would like a job (compared to 25% nationally). 

Within Pennine Lancashire, inactivity by District ranges from 30% of the working age population in Hyndburn to only 16% in Ribble Valley. The other districts have economic inactivity rates of 24% or more. However this overall picture masks the problems of acute worklessness in some LSOAs where the figure exceeds 50% in some cases.
DWP Benefits Claimants, by Statistical Group, 2007
[image: image6.emf]0%

10%

20%

30%

40%

50%

60%

70%

Job Seekers Incapacity Benefits Lone Parents Other Claimants

Pennine Lancashire North West Great Britain


Source: DWP Working Age Client Group
Incapacity Benefits account for 58% of DWP benefits claimants in Pennine Lancashire, compared to only 50% across Great Britain. However, the total number of Incapacity Benefits claimants decreased by 1,000 between 2002 and 2007, in spite of a small in increase in the total number of benefits claimants.

Taking account of recent employment growth, the labour market data suggests a deteriorating position within Pennine Lancashire. Although the low level of unemployment appears positive, the high level of economic inactivity and the lower than average proportion of such individuals stating that they would like a job is a cause for concern.

Employment Trends
The late 1980s and early 1990s were a period of significant employment decline for Pennine Lancashire and the region generally. In particular, Pennine Lancashire has experienced periods of sharp employment decline: 

· By 16,000 or 8% between 1989 and 1994; and

· By 8,500 or 4% between 1998 and 2002. 

In recent years, Full Time Equivalent (FTE) employment in Pennine Lancashire has steadily increased, and this trend is forecast to continue in coming years, albeit at a slower rate. Between 2006 and 2016, Experian estimate that total FTE employment in Pennine Lancashire will increase by 2%, or 3,500. 

FTE Employment Trends and Projections
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Source: Experian
Employment in Pennine Lancashire has fluctuated to a smaller degree than in the main City regions, with both Preston and Liverpool experiencing considerably greater levels of employment decline prior to 1994. By contrast, and more importantly, Pennine Lancashire has experienced lower levels of employment growth over the past twenty years. Between 1986 and 2006, FTE employment increased by 10% in Manchester City Region, 11% in Preston, and 4% in Liverpool City Region, compared to only 1% growth across Pennine Lancashire.  While this picture of stable employment partly reflects the success of Pennine Lancashire in maintaining its industrial and manufacturing base (thus avoiding steep employment decline, relatively speaking), there has been limited transformation towards a higher value service based economy, which remains an emerging sector with potential for growth.
The FTE employment predictions for the period 2006 to 2016 are for FTE employment in Pennine Lancashire to grow by 2%, compared to 3% growth across Manchester City Region, and 1% growth across Preston. Over the same period, employment in Liverpool City Region is expected to decline by 1%. These figures suggest that the Manchester City Region will further strengthen its position as the economic growth pole for the north of England. 
At the local authority level, four of the six Pennine Lancashire districts experienced FTE employment decline between 1986 and 2006. Pendle and Blackburn experienced decline of 1% and 2%, whereas the employment decline in both Rossendale (11%) and Burnley (15%) was substantial. Over the same period Hyndburn experienced employment growth of 6%, while the greatest increase occurred in the Ribble Valley (58%). 

Looking forwards to 2016, the Ribble Valley is expected to continue to outperform the rest of Pennine Lancashire, with FTE Employment growth of 9% expected for 2006-16. This compares to the rest of Pennine Lancashire, which ranges between -1% in Hyndburn and 2% in Rossendale and Blackburn with Darwen, and may represent significant challenges regarding the availability of employment land. In order to ensure that employment growth across Pennine Lancashire is not constrained, the six districts will need to ensure that they adopt a strategic approach to releasing and protecting employment sites. 
Part-Time Employment as a Proportion of Total Employment
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Source: Labour Force Survey
Part time employment is lower in Pennine Lancashire than regionally or nationally, however between 2000 and 2005, the proportion of workers working part-time has increased, from 27% to 31%. The most significant increase occurred in Rossendale, where the proportion increased from 22% to 29%, while Burnley and Blackburn has proportions above the regional and national average. 

The evidence suggests that (at least) in some areas, total employment has to some extent been driven by part-time employment replacing more traditional forms of full-time employment. Between 2000 and 2005, total employment in Pennine Lancashire grew by 220 jobs; however this reflects a net change, with full-time positions declining by 7,407 jobs and part-time positions increasing by 7,684. At the district level this pattern of employment was strongest in Rossendale and Hyndburn, and Blackburn with Darwen. 

Employment: Sectoral Composition 
The Pennine Lancashire Economy has undergone a significant structural adjustment in recent years, due to significant changes with the employment base:

· Between 1995 and 2005, some 20,800 manufacturing jobs were lost from the local economy a decline of 29%, representing a loss of 3,000 jobs per annum.
· Business Service employment increased significantly over this same period (41%), although due to its small employment base, the level of employment growth at 5,100 jobs was modest.
· Over this period, employment levels in Pennine Lancashire were sustained by significant growth of the Pubic Sector, in which employment grew by 16,300 jobs over this period; an increase of 33%. However, the sharp increase of employment in this sector in 1998 reflects local government reorganisation, with significant numbers of health and education employees being transferred from Lancashire County Council to Blackburn with Darwen Borough Council. 
· Given current trajectories, manufacturing employment will fall below employment in distribution and retail by 2013.
Employment Growth, by Key Sector
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Source: Annual Business Enquiry

The level of employment specialisation of Pennine Lancashire, by broad sector, is illustrated below. This highlights the continued importance of manufacturing to the economy. In spite of the employment decline described earlier, manufacturing remains the largest sector within the Pennine Lancashire economy and accounts for more than twice the level of jobs than the sector nationally. While employment is likely to remain strong in a few higher value niche sectors, the continued dependence on manufacturing presents a significant challenge moving forward.  

Besides manufacturing, the public employment sectors of Health and Social Work and Education account for larger shares of employment than nationally, although by a smaller margin, and both these sectors have experienced employment growth in recent years. Wholesale and Retail, represents the second largest employment sector in Pennine Lancashire, employing 36,200. However, between 2000 and 2005, it experienced only modest levels of growth and employment within this sector is skewed towards lower paid and part-time jobs. 

A continued challenge for the Pennine Lancashire economy is to increase the representation of higher value added sectors, such as Business Services, and Financial Intermediation. Despite healthy levels of employment growth since 1995, employment in the Business Services sector is half the equivalent national level and less than two-thirds of the level across the North West.
Total Employment, by Sectoral Location Quotient and Growth Rate
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Source: Annual Business Enquiry, 2007

Manufacturing Sub-Sectors

The decline of manufacturing employment is part of a long-term trend, evident for many decades, although some sub regions have been more successful in maintaining a competitive base. In Pennine Lancashire the majority of subs-sectors are in decline (in employment terms), including a number of the largest sub sectors. The chart below highlights the performance of Pennine Lancashire’s largest employment sectors (those employing over 1,000). 
Manufacturing Sectors employing over 1,000
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(* Textile Weaving has a LQ of 16.4, Other textiles has a LQ of 12.9) Source: Annual Business Enquiry 2007

There is a high degree of specialisation across the manufacturing sub-sectors, with all sub-sectors employing more than 1,000 people having a Location Quotient (LQ) of more than 1, and some major sub sectors with quotients between 3 and 7 (although two of the three largest experienced employment decline between 2000 and 2005). Despite its recent decline, the scale of employment in the ‘Aircraft and Spacecraft’ sector highlights the importance of BAe, which is located in Blackburn with Darwen, and its supply chains to the local economy. Representation is particularly strong within the textiles industry, however this sector has experienced significant levels of employment decline since 2000. 

Manufacturing will remain of critical importance to the sub regional economy in future years. While value added is likely to increase, employment losses are inevitable as less competitive sub sectors decline. There is a clear need to replace these jobs to maintain employment levels. 
Service Sub-Sectors
Pennine Lancashire has a distinctive service sector economy, based on:

· Employment concentrations based exclusively on the public sector, with the Human Health and Education Sectors demonstrating the greatest levels of growth (with higher education noticeably absent from the analysis).

· Below average levels of retail, suggesting potential for some growth; however a significant challenge will be to reduce the leakage of retail spend to Preston, Bolton, and Manchester. 
· An absence of higher value service sectors, notably finance and business services, the sectors which have driven growth in the national economy over the past ten years. 

Service Sub-Sectors
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Source: Annual Business Enquiry, 2007


Skills
The Leitch Review highlights the importance of skills development, if the UK is to successfully compete in the global economy. The Review concluded that by 2020 90% percent of adults should be qualified to at least level 2 and 40% qualified to level 4 and above. NVQ level 2 is now accepted as the minimum benchmark for basic skills, necessary for entering employment. 

Although the proportion of Pennine Lancashire’s working age population holding at least NVQ level 2 is in line with the national level, 63% compared to 64% nationally; this still leaves 37% of the working age population without the entry level benchmark, although some of this cohort are in older age categories and will leave the labour force over the next ten years. The Leitch Review suggests that even where those without basic skill want to work, they will be unable to secure employment; i.e. jobs currently available for those with below basic skills levels will not be available in ten years time.  
Pennine Lancashire is currently under-represented among higher level skills, with only 22% of the working age population holding NVQ4 or above, compared to 25% for the North West and 27% nationally. Furthermore, the figure below highlights the scale of change required, both within Pennine Lancashire and nationally, to meet the Leitch targets. If Pennine Lancashire is to compete effectively in national and global markets in the future, it is essential that the skills gap is addressed. This is of particular relevance in light of the need for Pennine Lancashire to promote higher value added service employment, that provides an alternative to declining manufacturing employment. 

Pennine Lancashire must increase the proportion of the population that hold level 3 qualifications by 33%, however the greatest challenge is among level 4 qualifications and above, where the proportion would need to increase by 90%. 

Profile of Qualifications and Leitch 2020 Targets
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Source: Annual Population Survey / Leitch Review of Skills: Final Report, 2006

Distribution of Skills by Age, Pennine Lancashire, 2006 
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The challenge of meeting the Leitch Skills targets is further compounded by the skills distribution by age in Pennine Lancashire. Nationally the proportion of individuals that hold NVQ4 peaks for the 25 to 29 age group, at over 35%, declining to 25% for those aged between 50 and retirement. One of the worrying trends of the Pennine Lancashire economy is the shortfall of higher level qualifications among the younger age groups; where only 22% of those aged 25-29 and 25% of those aged 30 to 29 hold at least NVQ4. 
These figures illustrate a combination of supply and demand challenges. In order for Pennine Lancashire to successfully retain graduates, there must be appropriate graduate level employment opportunities. Conversely, increasing the educational attainment of young people and increasing the number of young people moving into higher education will support new employment opportunities at the graduate level and support the transition towards a more competitive economy and workforce. 

A similar pattern emerges for those without NVQ 2. Nationally, the proportion without NVQ2 is lowest for the 20 to 24 age group, suggesting that in future years the skills base of the workforce will increase, as unskilled retirees are replaced by younger people with qualifications. However within Pennine Lancashire, there are substantial numbers of workers aged 20 to 29 with qualification levels below Level 2.  The Leitch Review suggests that it will be increasingly difficult for this cohort to find employment. 
These figures highlight that if current trends persist, the issues associated with the skills gap may become more entrenched. Moving forwards, Pennine Lancashire must provide appropriate opportunities to retain skilled younger people, while simultaneously tackling the issue of basic skills needs across all ages. 


Output 
Despite GVA growth picking up in 2001, Pennine Lancashire has underperformed against its comparator areas since the mid 1990s. Output growth between 1996 and 2006 of 22% in Pennine Lancashire compared to 30% in Liverpool, 32% in Manchester and 33% in Preston. 

Indexed GVA Trend Growth and Forecast
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Source: Experian

Output per Head and Productivity

Accounting for population change, Pennine Lancashire performance has still slipped relative to its neighbouring urban areas. In 1986 GVA per head in Pennine Lancashire was 90% of the Manchester City Region figure and 70% of that in Preston, by 2006, the gap had increased to 83% and 64% respectively. 


GVA Forecasts
Looking forwards to 2016, total GVA is expected to increase by 2.7% per year, which is in line with the level of growth anticipated for Preston and above that predicted for Liverpool City Region (2.5%). However, Manchester is expected to grow by 2.8% per annum, further securing its role as the economic powerhouse of the North West. While the deviations in the annual growth rates are small, over a ten year period the cumulative affect can be significant. 

Forecast GVA Growth, 2006-16
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Source: Experian

The forecasts suggest that increasingly the northern economy will be dominated by the Leeds -Manchester axis. Both of these City Regions have economies with GVA in excess of £50 billion, and these labour markets are likely to extend their reach in support of their forecast rapid growth over the next ten years. 

The Manchester City Region is anticipating that economic growth will underpin a marked increase in population, particularly at the core of the conurbation. While the City Region has ambitious plans for integrated transport plans based on a tram system, the focus of attention is commuter flows within Greater Manchester.  Improved connections to both the Manchester and Leeds centres will be important, in terms of stimulating residential demand and attracting recreational spending in Pennine Lancashire.  The potential for improved connectivity to Manchester, in particular, offers both direct and indirect impacts.  Improved rail links to Greater Manchester and the M6 corridor will facilitate commuting as well as tourist and recreational travel.

Summary and Conclusions
Pennine Lancashire operates below its economic potential, generating GVA per head of £13,000; 76% of the national average. The output gap is largely due to low levels of productivity generated by Pennine Lancashire enterprises and is further compounded by the continuing decline of the manufacturing sector, on which Pennine Lancashire remains heavily dependent, and employment growth being limited to low vale added service sector employment, a large part of which is public sector dependent. 

Employment trends suggest that the manufacturing sector will continue to decline nationally and within Pennine Lancashire. While employment projections suggest that the total employment base will continue to grow, the current employment structure suggests that employment growth will be predominantly concentrated in sectors over-represented in low paid and part-time employment.  For Pennine Lancashire to successfully close the productivity gap, an alternative scenario is needed which addresses structural weaknesses and develops the higher value service sector. 
The North West is under-going an economic revival, with much of the region, particularly the Manchester City Region, experiencing strong levels of employment and output growth. Standing still is not an option for Pennine Lancashire, as its current trajectory suggests its gap with the rest of the North West will widen further. Pennine Lancashire has low levels of productivity and is under-represented across a range of key employment sectors (such as Financial and Business Services), making it increasingly difficult to compete with the neighbouring urban areas through attracting and retaining investment and talented individuals. 

Linking its economic performance to the economic revival of the North West and the wider North of England will require the resolution of the underlying structural economic weaknesses of the local economy. The alternative is that employers, investors, and skilled and talented individuals will move towards the larger urban areas located on the periphery of Pennine Lancashire, resulting in a further widening of the prosperity gap and the economic performance of Pennine Lancashire and the Northern City Regions. The main challenges facing Pennine Lancashire are: 

Limited Population Growth
Lower population growth than the North West (in particular the neighbouring urban areas of Preston and Manchester City Region) reduces the total economic capacity of Pennine Lancashire relative to its neighbours. Perhaps more significantly, improving the economic performance of Pennine Lancashire will require the improvement of the local skills base, through up-skilling the current workforce and in-migration, and through inward investment. Both of these objectives will be achieved more easily if Pennine Lancashire is perceived as a place were people want to live and if the area retains more of its skilled and talented individuals. A focused effort to attract in-migrants will be an important part of any initiatives to promote the image and attractiveness of Pennine Lancashire.  
Slow Pace of Change in the Industrial Structure
Despite the persistent decline of employment, Pennine Lancashire remains heavily dependent on manufacturing which accounts for more than twice the number of jobs in Pennine Lancashire than nationally. The majority of manufacturing sub-sectors in Pennine Lancashire are declining in employment terms, although output in some cases will increase. The decline in manufacturing will take place even though the sub region has some outstanding leading edge companies. The severity of decline will be reduced by the extent to which some sub sectors will continue to innovate, and develop new products and remain competitive in a global economy.
Recent employment growth has been driven by the growth of the public sector, and while welcome, continued growth is likely to be unsustainable. A further and important consideration is that there appears to be limited growth in higher value public sector employment.  

Private sector employment growth has been largely concentrated in the wholesale and retail sector, and in spite of some recent growth Pennine Lancashire remains significantly under-represented in private sector service employment. Driving the economy forward will require significant growth of highly productive private sector employment, including the financial and business services, in order to close the gap with national and regional employment levels.  A particular challenge in promoting the growth of higher value services is the absence of emerging strengths on which employment specialisms may be developed, such as a University, clusters of professional services, or a culture, recreation and tourism industry that builds on Pennine Lancashire’s unique combination of natural heritage assets and proximity to Leeds and Manchester. 

The recent changes, in spite of overall employment growth, suggest a deteriorating position in Pennine Lancashire. This is likely to be reflected over the next ten years in:
· Lower earnings in the workforce;

· A greater dependence of lower skilled jobs;

· A widening of the gap in key areas with Manchester, Leeds and Preston, particularly with regard to knowledge based industries; and

· Increasing levels of worklessness.

The changes will not be extreme or sudden; rather there is likely to be a gradual deterioration from the current position. This in itself present a problem, as year on year changes will be minor (and may fluctuate), although the cumulative effects will result in the sub-region lagging further behind the major northern City Regions.

The analysis suggests that a low-equilibrium economy may not have been reached i.e. it will be lower than it is now without major intervention; and the current trajectory has major implications for the housing market in the sub region. The equilibrium position will be determined by the extent to which losses in manufacturing can be matched by increases in service sector employment, with the further challenge of replacing like with like;  i.e. matching the average wage of jobs created to the average wage of jobs lost. Often employment in medium and high paid manufacturing occupations has been replaced by low paid and part-time employment.  Creating an environment that is attractive to investors remains a significant challenge for Pennine Lancashire, and is an essential requirement to generating the necessary level of good quality, predominantly service base, employment. 

Sub National Review of Economic Development and Regeneration
The Sub National Review of Economic Development and Regeneration published by the Treasury and CLG in July 2007 included an up-date on progress with regard to the performance of the English Regions. This suggests that there has been some narrowing of the gap between the poorer performing regions and London, the South East and the East of England. This included progress with regard to employment rates and skills. There has been more limited progress with regard to the other factors of productivity, notably the lower levels of entrepreneurial activity in the north of England. 

The Review highlighted significant intra regional variations and provided the North West as an example. Between 1995 and 2004, GVA per capita in Greater Manchester South grew by 76% compared to only 31% in Greater Manchester North. 
The increasing output gap between Manchester and the other sub regions is illustrated in the table. 
The relative performance of Blackburn with Darwen and Burnley/Preston present a particular challenge. Despite improvements in recent years, it is clear that other major cities such as Manchester, Bristol, Newcastle, and Leeds have made much more progress than Pennine Lancashire.

The Review concluded that more needs to be done to encourage economic growth and tackle deprivation, and advocates an increased role for local authorities in “spreading economic well being and opportunity to everyone in their regions”, with clear focussed and relevant objectives for promoting growth and tackling deprivation. 
The report puts forward proposals for greater devolution of responsibility to sub regional and local partnerships, with regional level actions restricted to a more limited set of interventions. The proposals state that:

“the Government will work with the RDAs to reform the management of their spending so that it is based on long term programmes focussed on achieving agreed outcome targets, rather than funding for individual projects, giving greater certainty and flexibility to local authorities and others.
“The Government will, therefore, expect the RDAs to delegate responsibility for spending to local authorities or sub regions wherever possible, unless there is a clear case for spending at the regional level. RDAs will need to be satisfied that the body receiving funding has the necessary capacity.”

This presents a major opportunity and challenge for stakeholders in Pennine Lancashire to put in place effective sub regional delivery arrangements. The Review also includes greater responsibility for 14-19 year training and education, and an increased role in neighbourhood renewal. This presents an opportunity to link the transformational types of interventions which this analysis suggests are critical, to education and skills and neighbourhood and housing renewal, which will help support accelerated economic growth.  
The SNR makes the strong case for economic interventions to be made on the basis of functional economic sub- regions. Looking at all of the economic indicators it is clear the Pennine Lancashire is a distinct, functioning sub-region. Up to now the six local authorities that comprise Pennine Lancashire have followed their own economic strategies devised at District level. There is a compelling case for economic planning and interventions within Pennine Lancashire to be made at a sub-regional level. Comprehensive, integrated service delivery, working through Multi Area Agreements and Local Strategic Partnerships, will form a critical underpinning of such economic interventions.   A joined-up approach to improving service delivery and tackling key issues in the areas of housing, economic decline and service delivery will be essential.



[image: image17]
2. Housing Market Conditions 

The Scheme update was based on a very detailed understanding of the housing market, and the factors which have resulted in the need for a housing market renewal programme. This section of the report does not repeat this analysis, rather it seeks to review recent intelligence and the extent to which it indicates a need to re-consider the conclusions of the Scheme Update. 
Property Prices
The most important change over the past few years in terms of the national and regional housing has been the continuing increase in house prices, and how this is changing the nature of housing issues.

Property prices in Pennine Lancashire have remained consistently below the national and regional levels, although recent price trends, particularly since 2002, indicate that the gap is closing. Between 2002 and 2006, property prices in Pennine Lancashire grew by 106%, compared to 81% across the North East and 53% across England and Wales. 

In 2002, the average property price in Pennine Lancashire was 75% of the regional average and only 48% of the England and Wales figure; by 2006 the gap had closed to 91% and 69% respectively. 
Average Value of Property Sales
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Between 2000 and 2006, average property prices grew by 131% across Pennine Lancashire. This was driven largely by an increase in the price of terrace properties, whose price increased from £31,000 to £86,000, or 177%. However this largely reflects the very low base figure in 2000. 

The price of all property types increased faster than the national rate between 2000 and 2006 (99% across England and Wales). The lowest growth rate was among semi-detached properties, which still achieved house price growth of £138,000, or 127%. 

Pennine Lancashire Average Sales Prices, by House Type
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Property price growth in all Pennine Lancashire districts exceeded the national average between 2000 and 2006. The most expensive average prices are found in Ribble Valley, where as the fastest rate of property price growth occurred in Pendle. 

Both Blackburn with Darwin and Burnley achieved the lowest rates of property price growth, and property prices in Burnley remain the lowest in Pennine Lancashire
There is some evidence to suggest that house prices are also associated with local school performance. For example, in both Ribble Valley and Rossendale average house prices are above that for Pennine Lancashire, and the proportion of 16 year olds achieving 5 GCSEs at grade A* to C is above the average for the whole of Lancashire. Of course, it is highly likely that there are wide variations of house prices associated with the relative performance of schools within districts. 
Average Sales Price, by LA
	
	2000
	2006
	2000-06 % Change
	GCSE 5+ 
A*-Cs

	Ribble Valley
	£89,490
	£213,114
	138%
	75%

	Rossendale
	£60,091
	£127,664
	112%
	61%

	Pennine Lancashire
	£51,359
	£118,861
	131%
	59%*

	Pendle
	£42,538
	£114,468
	169%
	53%

	Blackburn
	£49,772
	£112,335
	126%
	45%

	Hyndburn
	£43,393
	£109,731
	153%
	53%

	Burnley
	£43,739
	£94,656
	116%
	47%


Source: The Land Registry and Elevate LIS
* The GCSE 5+ A*-C figure for Pennine Lancashire covers the whole of Lancashire District and Unitary Authorities

Further analysis of the housing market suggests that increasing average prices mask considerable underperformance in the Pathfinder Intervention Areas, where the problems of low demand and poor conditions persist. This is highlighted in the persistent gap between the average price of all houses and the average within the intervention areas. The evidence suggests that in spite of increasing values across the districts, the housing market performance within the Pathfinder Intervention Areas has deteriorated, not improved.
Average House Price, by District, 2005
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Comparison with Other Pathfinders

The Scheme Update indicated that Pennine Lancashire had median prices below other Pathfinders, and that the gap had widened. The latest information suggests that this position remains unaltered. This appears to reflect the return of demand in other Pathfinders to neighbourhoods where demand had been very low for many years. There is no evidence that the scale of new demand evident in some other Pathfinders is affecting the low demand areas in Pennine Lancashire to the same degree.

The major factor driving the market in other Pathfinders appears to be private rented sector taking advantage of demand from economic migration of low income workers (with an associated set of issues). This is being coupled with demand from lower income groups, unable to afford increasing prices and the limited availability of social housing. Again, these factors do not appear as prevalent in Pennine Lancashire, and this is evident in the under-performance of many neighbourhoods in Pennine Lancashire, even allowing for recent price increases. 
Areas of Underperformance

The scale of severe market failure is evident in terms of the proportion of individuals living in LSOAs within Intervention Areas where the median property value is below half of the average for the North West value. Across the Intervention Areas, 60,000 people fall into this category, of which 48,000 of them are residents of Burnley or Pendle, highlighting the scale of housing market failure within these districts. 

Population of SOAs with Median Property Value below Regional Average 
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An additional method of measuring the housing performance of lower value areas is to count the number of housing sales that fall within particular thresholds. The graph overleaf plots the proportion of housing sales that are below the value of the 15th, 25th, and 50th (median) percentile for the North West housing sales. 

While the trends for the 25th and 50th percentile appear to have stabilised since 2004/05, for each of the measures there has been a clear upward trend since 2001. This highlights a deterioration of the Pennine Lancashire housing market. For example in 2001 30% of house sales were below the 15% North West Threshold (if the distribution of house sales values in the Pennine Lancashire was in line with the regional distribution, this figure would also be 15%). However, by 2005 this proportion had increased further to 42%. Consequently, in 2005, 42% of house sales in Pennine Lancashire achieved a price lower than that achieved by only 15% of properties sold across the North West. 

This suggest that the increase in average house prices in the Pennine Lancashire (which has outpaced the North West), has been a result of strong price growth of higher value properties (including better quality terraced stock), while the majority of lower and medium value properties in Pennine Lancashire have achieved much more modest rates of growth, and have been outpaced by the growth that has occurred regionally. This suggests that there may be further polarisation of the housing markets within Pennine Lancashire.
Proportion of Sales below 15th and 25th North West Percentile
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Source: Elevate East Lancashire (LIS) 

(2005 Q3 Data for the 15th Percentile Threshold is omitted. In the graph the figure is estimated from an average of the preceding and following quarterly figures)


Private Rented Tenure
Earlier it was discussed that in other pathfinders, increasing demand the privately rented sector is driving up house prices. This is not the case in Pennine Lancashire, however a historically high incidence of private renting in this low demand market provides an indication of the degree of housing failure. In most cases these rented properties will represent private landlords renting to individuals and families with low incomes. 

In Burnley, over 70% of intervention area SOAs have a private rented tenure rate of over 20%, and 17% have a rate above 40%, highlighting the scale of this issue in some areas. Each of the other intervention areas is affected, although to a lesser degree than Burnley. 
Private Rented Tenure
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Source: Elevate East Lancashire, 2007
Economic In-Migration 

International economic migration is now having an effect on housing markets across England, particularly in the larger urban conurbations. Although there are difficulties with the reliability of data, there are believed to be circa 3,000 economic migrants in Pennine Lancashire, of which two thirds are in Blackburn with Darwen and Pendle. The largest groups are from Poland, Slovakia and Lithuania. However, Blackburn with Darwen and Pendle both have a similar number of immigrants from Asian countries, particularly India and Pakistan. 
A significant number Eastern European migrants work in production jobs such as packers, food processors and process operatives, with wage levels typically close on the National Minimum Wage. These numbers will inevitably have an impact on the demand for inexpensive rented accommodation. 
From the limited available evidence, the relatively low levels of such in-migration across much of Pennine Lancashire reflects the lack of immediate job opportunities.  However, the experience of other areas is that in-migration can have a significant job creation impact, even in low-growth economic areas.  This suggests that the potential to attract new in-migrants represents a significant opportunity for Pennine Lancashire.  
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Long-Term Vacancy Rates

The problems surrounding long term vacant properties continue to persist across the intervention areas, and particularly within Burnley; where over 20% of SOAs have 10% of dwellings classified as long tem vacant.  These proportions are exceptional, and are indicative of severe housing market failure within Pennine Lancashire.
Both Hyndburn and Blackburn with Darwen also have high incidences of vacant properties, with 42% and 27% of intervention area SOAs respectively having long term vacancy rates of over 5%, suggesting that while these areas may not have concentrated long term vacancy problems, to the extent witnessed in Burnley, they suffer widely from lower levels of long-term vacancies. 

Proportion of Long-Term Vacant Properties
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Affordability
House prices in Pennine Lancashire range from three times the districts’ average (median) residents’ income in Burnley to six times the districts’ average residents’ average income in Ribble Valley. This highlights again the wide disparities in the Pennine Lancashire housing market between districts. While these figures are based on the average house price, the figures suggest that opportunities for younger people and first time buyers will be extremely limited in Ribble Valley, in contrast to much of the rest of Pennine Lancashire.  The situation in Ribble Valley is unique in that it is the district with the highest demand, and is now the least affordable area to live in. 

Housing is also becoming less affordable among the lowest quartile data (based on lowest quartile district level income and house prices). While the affordability ratio for the lowest quartile is lower within each of the districts, it still stands at five times income in Ribble Valley and over four times incomes in Rosendale and Blackburn. This issue is a relatively recently phenomenon and will indirectly increase demand for rented accommodation. Property prices among the lowest quartile are less restrictive in Hyndburn, Pendle, and in particular Burnley, where the lowest quartile house price is only twice as much as the lowest quartile income. This reflects the severity of housing market failure in Burnley.

Housing Affordability (average and lowest quartile income and house price), Year Ending 2005
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Average Wages

Median Gross Weekly Pay of Full-Time Employees
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Source: Annual Survey of Hours and Earnings, 2007
Average wages across Pennine Lancashire are considerably below the national and regional level, with the exception of Ribble Valley. In Hyndburn and Rossendale, the average gross weekly pay of a full time employee is more than £100 a week lower than average pay across the North West; which amounts to over £5,200 a year. 

The low wages compound the issues in the housing market, as demonstrated by the affordability data above. In many cases, even where property prices are lower, they are still high relative to local wages, and consequently out of the each of many local residents. 


Multiple Deprivation 

The results of the recently released Index of Multiple Deprivation (2007) highlight that not only are parts of Pennine Lancashire among some of the most deprived areas nationally, the situation is worsening relative to other areas. 

In 2004, two of the six districts were ranked within the 50 most deprived across England; by 2007 this had increased to four. Furthermore, the rank of four of the six districts declined between 2004 and 2007 and remained static for one. The only district where the relative raking improved was Ribble Valley, which was already one the least deprived districts in the country in 2004. 

Furthermore, the proportion of a districts’ population resident within the most deprived communities nationally increased for the same four districts, and was over 50% for Blackburn with Darwen in 2007. 
	
	Rank of Average Score*
	Extent of Deprivation**

	
	2004
	2007
	Change
	2004
	2007
	Change (pp***)

	Blackburn with Darwen
	34
	17
	-17
	45%
	52%
	7

	Burnley
	37
	21
	-16
	39%
	43%
	4

	Hyndburn
	58
	40
	-18
	33%
	37%
	4

	Pendle
	71
	44
	-27
	34%
	38%
	4

	Ribble Valley
	288
	302
	14
	0%
	0%
	0

	Rossendale
	92
	92
	0
	20%
	20%
	0


Source: Index of Multiple Deprivation (IMD), 2004 and 2007 

* 
English Local Authorities were ranked from 1 (indicating the most deprived) to 354 (the least deprived). 

** 
The extent of deprivation measures the proportion of a district's population living in the 10% most deprived SOA's in the country
*** 
Percentage Point Change


Anticipated Housing Development
The North West Regional Spatial Strategy (RSS), Jan 2006, sets out the anticipated levels of housing provision by district. Between 2003 and 2012, over 400,000 homes are expected to be built across the North West. The RSS highlights that ‘most new development and investment will continue to be focused on the most accessible urban centres in the North West. Much of this will be in the cities and towns making up the three City Regions of Manchester, Liverpool, and Central Lancashire’. 
Pennine Lancashire is expected to account for 6% of the 411,000 new homes to be built across the North West, representing an additional 1,381 new homes a year to 2021. The most significant level of house building is predicted for Blackburn with Darwen, which will account for 35% of the Pennine Lancashire total. The smallest level of house building is expected in Burnley, however given the recent levels of population decline in Burnley, these figures suggest that modest household growth is expected within the district. 

	Proposed Housing Supply

	Total Maximum Housing Provision 2003 – 2021 (Net of clearance replacement)
	Annual Average rates of Housing Provision (Net of clearance replacement)
	Indicative target proportion of housing provision to use brownfield land & buildings

	North West
	411,160
	22,844
	At least 80%

	Blackburn with Darwen
	8,800
	489
	

	Rossendale
	4,000
	222
	

	Pendle
	3,420
	190
	

	Hyndburn
	3,400
	189
	

	Ribble Valley
	2,900
	161
	

	Burnley
	2,340
	130
	

	Pennine Lancashire Total
	24,860
	1,381
	


Source: North West RSS, 2006 Draft
While the scale of new housing development for Blackburn and Darwen is significant, it is on a par with other major centres in the North West, and reflects the anticipated economic benefits of proposed transformational projects. Furthermore, changes in commuting patterns will increase demand for housing, if Pennine Lancashire can establish a role as an affordable and attractive place to live for higher skilled residents commuting to other employment centres such as Manchester.
However, such patterns may depend on improved connectivity within Pennine Lancashire and with local economic centres, including Manchester. 


 

Perceptions of Pennine Lancashire
A survey carried out on behalf of Elevate East Lancashire
 updated the perceptions of Pennine Lancashire residents on their neighbourhoods. One of its most significant findings was that 11% of respondents in Pennine Lancashire planned to leave the sub-region within the next five years. While comparator data is unavailable, this represents a significant proportion of Pennine Lancashire households. 

Proportion of Respondents that Plan to Leave Pennine Lancashire with Five Years
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Source: Citizens' Panel Survey 'Living & Working in East Lancashire', 2006
The proportion stating that they plan to leave the sub-region varies considerably at the district level, from almost 14% in Hyndburn and Blackburn with Darwen to only 6% in the Ribble Valley. The proportion of respondents resident in the Elevate Intervention Areas planning to leave is below that for Pennine Lancashire as a whole, which suggests that mobility within these areas is lower than elsewhere.  
Of those that have recently relocated to and within Pennine Lancashire, the main reason cited for moving was to be closer to friends and family (33%); closely followed by better access to work (28%). The proportion of respondents from the Elevate Intervention Areas stating that they moved for better access to work is only one percentage point lower than respondents from across Pennine Lancashire, suggesting that these areas are within reasonable commuting distance of employment centres.  

Reasons for Relocation
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Source: Citizens' Panel Survey 'Living & Working in East Lancashire', 2006
Perceptions of Racial Integration
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Less than half of the Citizens’ Panel Survey respondents across Pennine Lancashire agreed or strongly agreed that their neighbourhood is a place where people from different ethnic backgrounds get on. Furthermore, less than 40% agreed that their neighbourhoods respect ethnic differences. While this is only a brief glance at a complex issue, the responses highlight the challenges that remain with regard to the integration of communities from a variety of ethnic backgrounds. Given the increasing importance of in-migration, ongoing efforts to promote community cohesion will be critical for improving perceptions of Pennine Lancashire communities as attractive places to live and work, among both new and existing residents. 
Housing Market Interventions

Elevate East Lancashire is one of nine Housing market Renewal Pathfinders which has been working alongside the local Authorities and other stakeholders to address the problems of housing market failure. To date over £140m of HMR has been invested in a broad range of housing interventions, including acquisition and demolition of poor and un-sustainable stock, housing and neighbourhood improvements, and working with developers to bring forward high quality new development. 
The houses constructed or converted and refurbished or repaired with Pathfinder support have had a very visible impact on a number of neighbourhoods. The need to maintain this momentum, essential to the process of stabilising many neighbourhoods, is critical given the tendency for the sub region to lose population through persistent out-migration. 

There is a need for Elevate to continue its work and take a wider role, working with the Local Authorities and RSLs. This reflects the changing housing market conditions with:

· The persistence, in large parts of the area, of the underlying weaknesses which led to the Pathfinder designation, with a significant number of very low value, low demand neighbourhoods;

· Increasing demand for social and rented accommodation, reflecting a number of factors, including issues of affordability for low income households; and
· The pressing need to ensure that the sub-region has a housing market which retains those in employment and better paid employment.

This requires Elevate and the Local Authorities to work in partnership both to increase the pace of new development and, as importantly, influence the type of new provision and the target markets which it is aimed at.
Broader interventions reflect a need to overcome barriers to community cohesion within Pennine Lancashire, particularly in light of the low proportion of residents that do not agree that the neighbourhood is a place where people from different ethnic backgrounds get on. Elevate East Lancashire currently funds a number of community cohesion projects in support of housing market renewal, which should continue as a priority moving forwards. 

Tackling the socio-economic and associated housing issues identified requires a long term strategic approach. While Elevate East Lancashire is now four years into the HMR Programme, a much longer investment programme is required to develop a housing market which benefits from and supports higher levels of economic growth. The potential for Pennine Lancashire to develop a City Development Company (CDC), which complements Elevate’s housing plans is a major opportunity for stakeholders.

The Housing Market: Conclusions

The preceding analysis suggests some challenging messages for the Pennine Lancashire housing property market. At the headline level, the results are fairly positive. While house prices in Pennine Lancashire have remained consistently below the regional level, in recent years the increase in property prices has exceeded national and regional levels. Terraced properties are the dominant housing stock within Pennine Lancashire and the increase in value of these properties that has driven the strong rates of house price growth in recent years. 
The evidence suggests that relative to the region, the value of properties at the lower end of the market has decreased, suggesting that the strong growth in house prices has been driven by Pennine Lancashire’s higher value properties (including higher value terraced stock). Low levels of demand remains an issue in parts of Pennine Lancashire, with significant levels of long term vacancy in Burnley and, to a lesser extent, Hyndburn and Pendle, suggesting a diverging housing market with Pennine Lancashire and highlighting the need for continued investment in parts of Pennine Lancashire. 
Given the socio economic make up of some of the poorer performing neighbourhoods, the feedback in terms of integration, and the links between underperforming housing market and higher levels of workless and multiple deprivation, there is the potential for social and economic exclusion to increase. 
The work of Elevate in addressing market failure is a key part of efforts to transform the prospects of communities across Pennine Lancashire. There is also an alignment with the recent Housing Green Paper which focuses on accelerating new housing development and address issues of the affordability of housing. Although the Green Paper is focused on growth per se, the agenda is relevant to East Lancashire. 

There is a need to accelerate the provision of new, better quality housing, in addition to addressing low value, low demand neighbourhoods, as this is crucial to economic growth. The types of support available under the New Growth Points, such as utilities and infrastructure support will be required in parts of Pennine Lancashire to deliver the types of new housing required to support a transformed economy.

 3. The Key Issues by District

The following section provides a summary of the District Level Appendix. 

Population

While Pennine Lancashire has outperformed the regional levels of population growth in the longer term, it has failed to keep pace with the recent resurgence of the North West.  Four of the six districts have experienced lower rates of population growth (and even population decline) in recent years and the growth of the sub-region is concentrated in Ribble Valley and Blackburn with Darwen. 

ONS population forecasts suggest that population growth in Ribble Valley will continue outperforming the rest of Pennine Lancashire, and be the only district that out performs the North West. However this growth pattern is likely to be constrained by housing development, which is concentrated in Blackburn with Darwen. A continuing challenge for the remaining North West districts will be keeping pace with the regional economy. 

Output

There are wide variations in district level output (GVA) performance. Ribble Valley, while only a small economy relative to the sub-region, is increasingly generating higher value employment and this is forecast to continue. Blackburn is by far the dominant economy of Pennine Lancashire, and the evidence suggests that it is improving the productivity of its employment base. 

Output per head across Pennine Lancashire ranges from £17,000 per person in Ribble Valley to only £12,200 in Hyndburn. 

Employment

The Pennine Lancashire employment rate is in line with the regional average, reflecting the strong performance of the employment base in Ribble Valley and Rossendale, both of which experience high levels of net out-commuting. Half of the Pennine Lancashire districts have employment rates of less than 70% - ten percentage points lower than the national government target of 80%. 

Blackburn with Darwen is the dominant employer in Pennine Lancashire, experiencing strong levels of employment growth in this sector in recent years. 

Despite its historic decline, manufacturing remains a significant source of employment across Pennine Lancashire, and managing any further decline of this sector remains a key challenge for the sub-region. 

Housing Market

As with many of the other indicators, Ribble Valley is an outlier relative to the rest of Pennine Lancashire with significantly higher property prices that those elsewhere in the district. 

Across much of the sub-region, there have been strong levels of house price growth, above the regional average. 

Property price growth is lower in Burnley and Rossendale (growing by 116% and 112% between 2000 and 2006 respectively, compared to 121% across the region). However, while Rossendale continues to have strong property prices relative to Pennine Lancashire, Burnley has fallen behind and in 2005 its average property price was only 73% of the regional average, compared to 91% across the sub-region. 

In contrast, Pendle has seen significant growth of property prices – increasing from the lowest position in 2000 to the mid-range for Pennine Lancashire

3. Implications: The Economy and the Housing Market
Forecasts for Pennine Lancashire indicate that significant challenges remain.  Pennine Lancashire is expected to achieve a modest level of population growth; and continues to suffer from net out- migration, at a time of strong economic migration in the north of England. The Manchester City Region has put forward a policy-on scenario of exceptional employment growth over the next fifteen years, setting an implicit challenge of how neighbouring sub regions secure high value added investment. In Pennine Lancashire the need to replace the inevitable loss of manufacturing jobs is now set within the context of a fast growing City Region at the heart of the regional economy. 

The economic analysis indicates a slightly more pessimistic view of the future significance of manufacturing and the need to increase employment in higher-value service sectors than the 2005 analysis suggested.  This analysis identifies that manufacturing employment is continuing to decline, in spite of some outstanding sub-sectors. A failure to create new employment in the higher value service sectors, such as business services, will continue the trend of lower paid jobs, replacing better paid manufacturing jobs. The need for transformational intervention is an imperative if a slow and inexorable decline is to be avoided.  Burnley, in particular, needs to be stabilised in terms of employment, housing and population. 

There are a number of key challenges facing Pennine Lancashire, and the link between economic performance and housing is crucial. In particular, the economic growth in major City Regions across the country appears to have increased demand and begun to increase population in some Pathfinders. These factors are not present in Pennine Lancashire, where the opposite appears to be the case – the Intervention Areas appear to be deteriorating (or failing to benefit from increasing demand) in terms of housing market performance relative to the sub-region.

The key challenges facing Pennine Lancashire are: 

· Despite strong house price growth, a significant gap persists between the house prices within the intervention areas and the average for each district. There is also evidence to suggest, in relative terms, the sales prices of lower value properties are falling behind their regional counterparts.
· High proportions of private rented properties and long term vacant properties remain a persistent challenge in many of the intervention areas. 

· Despite lower property prices in many areas, low wages mean that the affordability ratios of income to house prices will act as a considerable barrier to many individuals seeking to enter the property market. 

· Pennine Lancashire generally experiences a net migration outflow to other parts of the country. The economic baseline section of this paper highlighted how this may have a detrimental affect on the economic performance of the local economy, with for example many skilled individuals leaving the area to work elsewhere. A key area of concern in this regard is a recent survey of the perceptions of Pennine Lancashire residents which found that 11% of respondents planned to leave Pennine Lancashire within the next five years. 

The findings of this paper support the main conclusions of the 2005 KPMG Economic analysis which found that:
· Transformational economic interventions are required to create the conditions for sustainable housing market renaissance;  and
· Pennine Lancashire is not providing what its population needs in terms of jobs and a place to live, and consequently they are looking elsewhere. 
Further, there is a need to address the potentially widening gap between Pennine Lancashire and the other English city regions, which are generally experiencing robust new policy-driven demand.  In order to avoid a scenario in which the negative economic and demographic forecasts are realised, a significant level of intervention is required. A sustainable reverse in the trajectory of Pennine Lancashire’s future requires a step change that can only be delivered through the transformational priorities and strategies set out in the 2005 Transformational Agenda.  Minor interventions will not be sufficient to address the structural deficiencies in the economy and housing market within Pennine Lancashire.  

In the medium and long term, new economic investment in Pennine Lancashire will be constrained if the current housing offer is not significantly improved. For investment linked to higher skilled jobs, employers require a physically large catchment area to establish a sufficient labour pool to meet their needs. The housing market has a crucial role in changing the skills profile, even where, in the short term, residents access higher paid employment in other City Regions. The need to develop the housing market at the same time as, or in advance of, changing the economy, will be important in accelerating economic change, and is likely to involve improving transport links as well as housing developments per se;  i.e. creating a new housing market. 
The Ribble Valley Example

The success of Ribble Valley in recent years is in large part due to particular strengths and opportunities that exist within that district. However, the strong performance of this district, particularly in relation to higher value employment, demonstrates the potential for the economic transformation of the Pennine Lancashire economy. The Ribble Valley is evidence of an economy which performs strongly within the context of the North West, and has transformed to capitalise on the heritage and cultural amenities of Pennine Lancashire, with a robust culture and lifestyle economy. 
A similar economic transformation in other areas of Pennine Lancashire requires a multi-faceted approach to the development of alternative employment sectors and higher-value employment, which provides an overall increase in employment and higher skilled/paid employment to retain population, and an increase in employment rates in the most disadvantaged communities (focusing on employability and basic skills).


Priority Issues to 2011
The Pennine Lancashire Transformational Agenda has recently been agreed by the Leaders and Chief Executives and builds upon the original Agenda developed by Elevate. It sets out a number of bold priorities and initiatives that could contribute to a revival of the economy and housing market.  Potential initiatives and policy directions remain:
· Working towards the establishment of a Pennines Lancashire University;

· Improvement of the access links to Manchester and Leeds;

· Development of a culture and recreational attractions package for the area;

· Comprehensive programme of civic and greening improvements for the area;

· Deliver the Pennine Lancashire Employment Land Strategy to deliver strategic employment sites;

· Support for the development of an Aerospace Park and further developing the high value manufacturing centres of excellence;

· Encouraging the ongoing skills development of our workforce and residents and maximising the benefits of the Building Schools for the Future Programme; 

· Exploration of measures to attract in-migration; and
· Improving the range, quality and affordability of the housing offer across Pennine Lancashire.
These actions are critical to the accompanying interventions needed to stabilise and then renew the housing market in Pennine Lancashire and Elevate must remain focused on delivering significant, transformational initiatives as part of its business plan. The economic interventions outlined above have the potential to change the current population and household projections in a significant manner, with a combination of new growth sectors and improved transport links allowing Pennine Lancashire to function as an attractive and more affordable place for people to live and work.
Delivering Transformational Change
The most recent national policy developments – the Green Paper on Housing and the Sub National Review on Economic Development Regeneration – have a common theme, the need to improve delivery.  In many circumstances stakeholders have agreed what they need to do, while the issues of who and how are uncertain or under-resourced. The two new policy papers put forward a number of delivery opportunities at the local and sub regional level. These include:
· Market Renewal Pathfinders, Local Housing Companies, Growth Points, Eco Towns, and increased funding for social housing, new home ownership initiatives.

· Multi Area Agreements, City Development Companies, enhanced financial responsibility for RDA and 14-19 year investment.

These new proposals offer an exceptional opportunity to both accelerate change and secure significant additional funding for the sub-region. The challenge lies in the rapid development of governance and delivery arrangements which:

· Raises the profile of the sub region regionally and nationally;

· Convinces external stakeholders of the capacity to deliver; and
· Provides the capacity to accelerate progress with key interventions. 

It is clear that those who will gain the most out of the new proposals are not those with the greatest need or opportunity, but those with the governance and delivery arrangements to guarantee outcomes. 
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