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Executive summary

Introduction

The East of England Regional Assembly (EERA) hasiad guidance on housing and
employment growth as the first stage of a reviewthef Regional Spatial Strategy (RSS),
looking at the development needs of the region f&i1 to 2031. SQW Consulting was
commissioned by Cambridgeshire County Council wvigle technical input to a validation
exercise of six growth scenarios, together witlkee¢hbaseline’ forecasts.

Two of the scenarios are variants on a continuaifdhe dwelling growth targets adopted for
the current RSS. Two scenarios are based on tmeerlocand ‘upper’ end ranges of the
housing requirements of the English regions, asisadvby the National Housing and
Planning Advice Unit to central government in J@&@98. These are informed by national
household projections as well as assessments foirdability ratios’, which relate lower
guartile employee earnings to lower quartile homsees. The final two scenarios are based
on achieving one of the main goals of the Regi&@nomic Strategy — annual growth in
real workplace-based GVA of 2.3% per capita, 20082031. One of the ‘GVA growth’
scenarios is unconstrained by the current RSS ihgeHtrgets, whilst the other is constrained.

The ‘baseline’ forecasts differ because differesguaptions are made (i) about future levels
of net international migration (as future governingolicy will be more restrictive than in the
period 2004 to 2007) and (ii) with respect to newdehold formation.

Assumptions (Chapters 2 & 3)

The first task was to examine the key assumptiwwhih form the basis of the modelled
scenarios and forecasts, prepared by Oxford Eca@sof@E) using their bespoke East of
England Forecasting Model. This was carried outim stages (i) a commentary on the basic
model, including sources of data and definitionritical variables, such as the ‘workplace
population’ and (i) testing the robustness of t@del insofar as it relates to Cambridgeshire
and its constituent districts for the period 2002007. The aim was to examine how well the
OE model ‘tells the story’ when compared with a g@anof monitoring information.
Conclusions are that:

. County-level population growth assumed 2001/07 Wy €xceeds the estimates
produced by Cambridgeshire County Council’'s Rese@wmup (CCCRG), (42,700
as compared with 34,700). OE estimated signifigahijher growth in Cambridge
City, East Cambridgeshire and Huntingdonshire; CGQRodelled higher growth
than OE in South Cambridgeshire.

. The estimates of increases in dwelling numberssandar for the OE and CCCRG
models at a county level, although there are sdafferehces for individual districts.

. The CCCRG figures show a more marked reductiorousihold size than does the
OE model (by 0.4 persons per household, as compathd.2, 2001 to 2007). Such
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a difference has important implications if contiduéong-term. For any given
increase in number of dwellings, the OE model waisume significantly higher
population growth than the CCCRG model.

. The OE model assumes a larger increase in the nuafbemployed residents in
Cambridgeshire than does the Labour Force Surv@y7@Q® as compared with
17,500, 2001 to 2007).

. Changes in ‘workplace population’ estimates cary drd compared for the period
since 2004. Whilst the OE model suggests an inere&<l9,600 people working in
Cambridgeshire between 2004 and 2007 the AnnuallRopn Survey shows lower
growth of 8,300 — although this is subject to sangpérror.

. The OE model suggests that the numbers of jobsaimi€idgeshire increased by
51,300 in the 3 years 2004 to 2007 — accountingt86 of the region’s job growth
overall (117,700). As a consequence, the OE mou#itates that net commuting
to/from Cambridgeshire changed significantly ovex period 2001 to 2007. In 2001
it is estimated to be -7,100 (net out-commuting);2007 the estimate is + 15,300
(net in-commuting). In contrast the Annual PopuwlatSurvey suggests that net in-
commuting in 2007 is +1,000.

The main conclusion drawn from the comparison ef @E model’s outputs for the period
2001 to 2007 with other data sources is that thelain@ppears to be over-estimating
population and employment growth. This has impdriamplications for the forecasts for
future years — including a possible over-statenoémopulation and job growth — and linked
growth in numbers of employed residents and the&place population.

Allocation of housing, jobs, etc. to Cambridgeshire & districts
(Chapter 4)

The distribution of dwellings to the region’s localthorities in each of the four ‘dwelling-
led’ growth scenarios follows the spatial pattanplied by the targets of the East of England
Plan. Consequently differences primarily reflee #itale of proposed development. Only two
scenarios are not ‘dwellings-led” — those basedachievement of Regional Economic
Strategy GVA growth targets.

The annual dwelling targets 2008 to 2031 indicated by the ades and baseline forecasts
are as follows:

. Scenario 1 RSS H1 policy with residual annual housing tasgépost 2006)
continued to 2031: 27,200 dwellings regionally 8@R0 for Cambridgeshire

. Scenario 2RSS H1 policy with 2001-2021 annual target cargoh to 2031: 26,400
dwellings regionally and 3,810 for Cambridgeshire

. Scenario 3NHPAU ‘lower end range’ housing supply: 30,600etlimgs regionally
and 4,310 for Cambridgeshire
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. Scenario 4NHPAU ‘upper end range’ housing supply: 39,200etiwgs regionally
and 5,230 for Cambridgeshire

. Scenario 5GVA growth at RES targets, unconstrained: 33,@@@llings regionally
and 4,820 for Cambridgeshire

. Scenario 6GVA growth at RES targets, constrained by RSSshmutargets: 27,200
dwellings regionally and 3,930 for Cambridgeshire

. Baseline 29,800 dwellings regionally and 4,540 for Cambeshire

. Baseline with low international migratio®7,100 dwellings regionally and 4,190 for

Cambridgeshire

. Baseline with high ‘household formation’ rate38,400 dwellings regionally and
5,520 for Cambridgeshire.

These targets can be compared with the most rexmanpletions (for the year 2006/07):
24,800 dwellings regionally and 3,640 for Cambrilgee. On this evidence the building
rates required by Scenarios 1, 2 and 6 are reasofakthough the current recession will
impact on achievement). However, other Scenarids-asignificantly - the baselines, pose a
considerable challenge. The highest dwelling groratle is required by Scenario 4 at 5,230
per annum, 37% higher than the rate assumed ira8oeh

All Scenarios and the baseline forecasts incorposstsumptions which involve relatively
high employment growth for the region and Cambrsdige. This results in significantly

reduced net out-commuting from the region by 2@84then the highest net out-commuting
is assumed by Scenario 2, at 128,500. This is deradly lower than the 196,000 net out-
commuting level recorded by the Census in 2001n&we 6, with a high rate of employment
growth, results in a move to modest net in-comngutanthe region of 3,500 by 2031.

All Scenarios and the baseline forecasts resultsignificant net in-commuting to
Cambridgeshire by 2031 as job growth outstripsitheease in employed residents. From the
2001 position, with an estimated 7,000 net out-comens, the situation changes to a net
inflow of at least 30,000 commuters by 2031. In tase of Scenario 6 net in-commuting
increases to 43,700. At a district level Cambridiey is expected to see net in-commuting
increase from 29,500 in 2001 to over 55,000 in 2@BAnges in net commuting are forecast
to be more modest for other districts.

Growth rates in employment and the related worlglgmpulation are higher in
Cambridgeshire than in the region as a whole, pgetive of Scenario or baseline forecast.
Consequently Cambridgeshire accounts for a higharesof regional employment growth
than of regional dwellings.

Net in-migration to Cambridgeshire (from outside tkgion) is modelled to range from 5,000
per annum under Scenario 2 to 8,200 per annum \Bwarario 4.
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Economic conditions & options testing advice (Chapter 5)

The move of the UK economy into recession has acatd during the autumn of 2008 and
most experts have revised forecasts of both empayrand GVA downwards in recent

weeks. There is a general consensus that ILO urmgmeint in the UK will increase to at

least 3,000,000 during 2009. A wide range of sectoe affected, including manufacturing,
financial services, retailing, leisure, cateringeight transport and construction. Many new
housing developments have stalled, with buildersingpoff site; there are implications for

jobs throughout the county as all districts areetffd. Manufacturing cut-backs particularly
threaten the economies of South Cambridgeshiretikidonshire and Fenland

Consequently concern must be expressed about #ismeof the employment forecasts
generated by the OE model. There are two key isatésh tend to compound each other.
First, the model suggests a generally very optimggicture, with a levelling off of growth,
rather than a loss of jobs, assumed for the imnedigure (2009 to 2011). In the context of
the current and intensifying recession, this pesitissessment seems unlikely.

Second, we have underlying concerns about the giwnee between the OE model’s outputs
and the Annual Population Survey's estimates of ¢banty’s ‘workplace population’.
Together these factors mean that growth rateswemeaptimistic from a baseline position that
is over-stated. Our recommendation is that a revest of Scenario runs for the region and
Cambridgeshire should be considered. These shauldabbrated with the APS regional
estimates of employed residents and workplace ptipualfor the years 2004 to 2007.

Impact of the recession

It is difficult to provide authoritative views orhé implications of the recession for the
achievement of the growth scenarios. It is unlikéiat house building rates will revive
significantly for at least two years. If, as is egfed, house prices fall by at least 25% as
compared with the 2007 peak (and some expertsdstdisat values could fall by up to 50%),
developers will be keen to re-negotiate Sectiondfi@ements. There will be a tight squeeze
on both the infrastructure and affordable housirigctv can be supported by new private
housing development. Without additional investmémtm the Homes & Communities
Agency (HCA) in Social Housing Grant and infrasture, expectations regarding the future
programme of affordable housing supply are unlikelye realised. In turn this will result in
a reduced new development programme overall.

Consequently, even if new development can retu@06¥/08 build rates, the achievement of
Scenarios with significantly higher house buildnages than the current RSS targets must be
very uncertain. The 2008 to 2031 ‘target’ of 12®.6&dditional dwellings recorded for
Scenario 4, for example, could take 33 years td204complete at the annual build rate
targets of the current RSS (Scenario 2).

Further work is required on the financial viability developments to understand the long-
term implications of the recession on potentialedeper contributions to infrastructure and
affordable housing.
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1: Introduction

The East of England Regional Assembly (EERA) is witted to carrying out an early
review of the Regional Spatial Strategy (RSS), ioglat the development needs of the region
from 2021 to 2031. This review should be complgt€0@11. The Government has indicated
that the primary purpose of the review should Bingpthe current Plan forward and further
increasing housing provision to contribute towatts national targets set out in the Housing
Green Paper.

EERA has issued guidance on housing and employgnenth in the form of three ‘baseline’
forecasts and six scenarios and is seeking adriice the Region’s Section 4{4authorities,
(the County Councils and Unitary authorities) orettter the level of growth forecast can be
achieved.

SQW Consulting was commissioned by Cambridgesbinty Council to provide technical

input to this validation exercise. This report pdms an initial assessment of the
appropriateness of the growth scenarios insofathag relate to Cambridgeshire and its
constituent districts. It examines the followinguss, as set out in the brief

. Assumptionsldentify and advise on the key assumptions wifichn the basis of the
model (including commentary on whether assumptiares robust and/or have any
particular implications for options testing in Camdigeshire on a county/district basis
and the housing and jobs figures which EERA recontwsebe tested for each
scenario).

. Allocation: Disaggregation of housing and jobs provision@Gambridgeshire County
and Cambridgeshire Districts. This is to includensideration of both levels of
migration and net commuting.

. Economic conditionsTake into account the current uncertainties m delivery of
housing and job creation as a result of the econatoivnturn and to identify any
issues which are of particular significance for @anygeshire (e.g. particular sectors
that are vulnerable to the downturn by county/aigtr

. Options testing adviceWhether it is feasible to achieve the amount @wgh in
housing and jobs by 2031 and if not over what a#teve period this scenario could
be reasonably tested e.g. 2050s

The report is structured as follows. Chapter 2 plew a brief overview of the Oxford
Economics’ (OE) East of England forecasting modeict is used to indicate ‘baseline’ and
scenario growth. This section focuses on data ssuaad projection methodologies. Chapter
2 also summarises the key assumptions incorporatedthe baseline forecasts and six
scenarios.

! As defined by the Planning & Compulsory Purchase2804
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Chapter 3 aims to provide a ‘reality check’ on #ssumptions and outputs of the model. This
is approached by comparing key model outputs fergariod 2001 to 2007 with local and
national statistics.

Chapter 4 is the core of the report and providedisaggregation of critical housing,
demographic and economic indicators to Cambridgesiuunty and districts for the baseline
and all six scenarios. A commentary and concludgingnmary is provided for each. The
chapter also compares the ‘net commuting’ balarfcentployed residents and workplace
populations for each scenario at a county andiclisevel. The limited information on

migration provided by the model is also summarised.

Chapter 5 provides a brief assessment of the etdemhich the current economic conditions
are taken into account in the baseline and sceriarezasts and the likely impact of the
recession on Cambridgeshire. It also provides sprakminary advice on the feasibility of

the scenarios being achieved by 2031 and whanatige period might be considered more
realistic.

An Annex presents the interim demographic distagel forecasts produced by
Cambridgeshire County Council for the period 2002®31, which assume that current RSS
house-building targets are extended through to Z0Bdse include population, labour supply,
households and dwellings indicators.
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2: The baseline forecasts and scenarios

This section provides a summary of the three hasdtirecasts and six scenarios produced by
Oxford Economics using the ‘East of England FortéiegaModel’ for the period through to
2031. It starts with a brief description of the EasEngland model itself and summarises
some of the definitions and assumptions relatingetovariables.

The East of England Model

The East of England Forecasting Model was develaope2D07 by Oxford Economics. It
brings together economic, demographic and housteged variables and models the inter-
relationships between them. It has the capacigetterate forecasts and scenarios for each of
the variables at regional and local (district) leve its ‘unconstrained’ mode the stock of
dwellings is determined by employment and poputatoowth, average household size and
the number of households per dwelling.

The house building scenarios are different in thatlevel of dwellings is set for each as a
control. The model indicates the economic and paimr growth consistent with these levels
of dwelling stock. It should be noted that the fhousing stock led’ scenarios (numbers 1 to
4) apportion dwellings to districts according tdi®&pH1 of the RSS.

Definitions & assumptions for key variables

The following features are common to all/most scesa

. The ratio of people to dwellings falls in futurethe same rate as the trend for the
period 1998-2006 (apart from Baseline: higher hbakkformation)

. Population projections use official projectionsnetural increase plus forecasts of net
migrants. Migrants are projected regionally usimgiagions which take account of
wages, house prices and claimant count unemploynsgiitting migrants into
economic and non-economic components. At a distecel, economic migrants
would be 2% of the population if the claimant cowms zero but less where
unemployment is higher. Unemployment rates abové&o2will result in net out-
migration. Non-economic migrants are calculatedaassidual between observed
trends in total migration and calculated economigration. This figure is a constant
which is applied to future forecasts.

. Claimant count unemployment is projected as theipus year's value plus 0.55
times the projected change in the working-age pmimn less 0.45 times the
projected change in employment. These values hese talculated iteratively.

. There is no detailed demographic modelling of papoh by age/sex by district to
forecast headship rates or labour supply; thesgnput from other sources.
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. The workplace population is calculated as ARill-time jobs + 0.7 ABI part-time
jobs + 0.94 self employed jobs (LFS/ARSaled to districts on Census 2001 shares).
Note that this can be very different from the APSrikplace employed estimates.
Forecasts of workplace jobs are projected by inglssictor and district as a share of
the regional forecast, mainly using location quaseand trends in these.

. Employed residents — restricted to people aged d674 (Census-compliant
definition). It appears that the calculation of éoypd persons on a residence basis is
derived from the estimate of workplace populatioreach district and 2001 Census
commuting flows. The 2001 commuting proportions lzetd constant for all forecast

years.

. Dwellings — data is taken from CLG rather than EE&W local authorities. It should
be noted that EERA/Annual Monitoring Report estimsaéxceed CLG estimates of
dwellings.

. The model makes no changes to existing spatiatyalihen forecasting growth

between 2021 and 2031

. Crucially — for the ‘scenario testing’ exercisehe imodel makes no assumptions as to
whether growth is possible or sustainable.

Baseline forecasts

Oxford Economics have produced three variants eif thhaseline’ forecasts for the region
and each district.

Unconstrained baseline: net average annual dwelling s regionally 29,800 2008-
2031

This version of the model, updated in the summeR@d8, is not constrained by housing
supply. It is based on considered views of ther&utiwends in the UK, regional and local
economies and extrapolating past trends in daiessand relationships between data series.

Baseline: low migration. Net average annual dwellin  gs regionally 27,100, 2008-
2031

There is concern that the most recent 2006-basgjéqtions of net international migration
into the UK are too high as they do not reflectndes in government policy and the recent
economic downturn. This scenario assumes thatnmetad international migration to the UK
gradually reduces to 120,000 as compared with tR& Q006-based projection of 160,000.
At a regional level net migration into the Eastkafgland is gradually reduced from 31,000
per annum to 25,000.

2 Annual Business Inquiry — Office for National $tics (ONS) survey of businesses
3 LFS — Labour Force Survey and its successor ARBnual Population Survey. Both are household-based
surveys of ONS.
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Baseline: higher household formation (‘headship’ ra tes increase): net average
annual demand for dwellings regionally 38,400, 2008 -2031

This version of the baseline forecast illustrates impact of incorporating the ‘Chelrfier
model’ household formation assumptions. The Chelmlemographic model output in
December 2006 projected a faster reduction in ge®ple to dwellings’ ratio than recent
estimates indicate has actually occurred. Thisamhiassumes that the average household size
falls faster than the Oxford Economic baseline made the demand for dwellings increases.
There would also be an increase in the number oééfwolds, but the model has not been
calibrated to show this.

RSS dwelling-based scenarios

There are two variants of the model which foretlastcontinuation of current RSS housing
targets, expressed in different ways.

Scenario 1: RSS H1 policy with 2006-2021 residual a nnual housing targets: net
average annual dwellings regionally 27,200, 2008-20 31

The residual regional annual target of 26,830 dagdl required to be built between 2006 and
2021 is the starting point. Provision post 202lbésed on the 2001 to 2021 annual net
additions rate or the 2006 to 2021 residual anmaid, whichever is higher (at a district

level). The model targets dwelling stock at 203d aonsequently the 2021 dwelling stock is
only approximate.

Scenario 2: RSS H1 policy with 2001-2021 annual tar  get continued to 2031: net
average annual dwellings regionally 26,400, 2008-20 31

The policy target for 2001 to 2021 in Scenario 2eidended to 2031; however, as
completions have been below target this still Isaase annual dwelling requirement above the
24,500 level for the period 2008 to 2031. The madglin targets the dwelling stock at 2031
and hence the 2021 dwelling stock is only approieéma

The NHPAU-based scenarios

The National Housing and Planning Advice Unit (NHP#published advice to Government
in June 2008 relating to the housing requiremehteeEnglish regions over the period 2008
to 2026. The housing supply range is to be tested by Redjilanning Bodies (RPBs) in the
forthcoming round of Regional Spatial Strategy (R$&views. The emphasis is on the
medium to long-term and the advice is based onlabla evidence about medium and long-
term affordability, demographic and economic tréends

Two methodologies were used. The first is the CLfBrability model, which integrates
information about labour and housing markets as asldemographic trends. It models the

4 The Chelmer demographic model was developed byi&fRyiskin University and was used to underpin the
housing targets proposed in the draft East of EngRlan.

5 ‘Meeting the housing requirements of an aspirind growing nation: taking the medium and long-tefew.
Advice to the Minister about the housing supplygeito be tested by Regional Planning Authoritie$1PAU,
June 2008.
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impact of supply on affordability prospects. Them® is based on population and household
projections, building in an allowance to help méminstrained’ demand (such as from
sharing households), vacancies in new supply amd¢mand for second homes.

The approach is described as ‘cautious’ with resfmethe underpinning assumptions. These
include:

. A conservative view on the drivers of house pricengh: 1.5% annual increase in
incomes real terms (and 4% in nominal terms), amdage mortgage interest rates of
6.25% through to 2026.

. Basing demography on the CLG’s Revised 2004-basmdehold Projections rather
than uplifting the increases to reflect the 2006t ONS Population Projections.
The international migration levels incorporatedtle latter projections have been
challenged as excessive given the restrictionsimgesed on non-EU nationals.

The report comments that the Callcutt Review of $&dowilding Delivery, published in
November 2007, indicated that the building industryld deliver the Government’s housing
supply targets, although the impact on local ecaaspsustainability and infrastructure needs
require detailed consideration by Regional Planindies.

EERA has put forward two of the NHPAU housing sypmbtions for testing: the bottom and
upper ends of the range. However, it should becdhtitat other options are included in the
NHPAU report. All of the NHPAU options are testeghanst a key ‘affordability’ measure.

This is the ratio of lower quartile employee eagsirto lower quartile house prices. The
baseline measure for England is recorded as 7.@ifirst quarter of 2007.

Oxford Economics have continued the average ardwelling figures beyond 2026 through
to 2031 in their model runs for both scenarios. Tégional totals have been allocated to
districts pro-rata using RSS Policy H1 apportiotadets.

Scenario 3: The bottom end of the NHPAU range: 30, 600 average annual net
additions regionally 2008-2031

The rationale for this scenario is the housingettgry required to meet the Government’s
target of 240,000 annual net additions in Englap@®16, as set out in the Housing Green
Paper. The trajectory must also satisfy the comanitnto deliver 2 million net additions to
stock by 2016 and 3 million by 2020. Delivery isased to be held constant after 2020. The
distribution between regions is informed by the$atCLG Household Projections.

The NHPAU report provides a forecast of the 202fbfdability ratio’ in the East of England
based on the ‘bottom-end’ rate of house building@#600 dwellings a year, assuming real
earnings growth of 1.5% per annum and interessrate5.25%. This is 9.22, significantly
higher than the ratio of 7.83 as calculated for7200

. © Og 10
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Scenario 4: The upper end of the NHPAU range: 39,20 0 average annual net
additions regionally 2008-2031

The starting point for this scenario is the levelsapply required to stabilise affordability
over the long term and in each region. The ‘affbility ratio’ in 2007 for the East of

England is 7.83. With average annual net additadr&9,181 dwellings, the modelled ratio in
2026 is 7.82. (With ‘upper end’ housing supply Egland ratio falls slightly from 7.23 in

2007 through to 7.03 in 2026, based on 257,053additional homes annually).

The report comments that if earnings grow more ngfiso than forecast and if average
mortgage rates are lower, then the number of haewsred to stabilise affordability would
increase. It also reflects on the impact of indreagprosperity on demand for housing
services: bigger (more space internally and extg)nand better (for example higher
environmental standards).

The report comments that the ‘Upper end’ figuresusth not be viewed as a maximum and
RPBs may wish to test plans for a higher levelrolsion

The ‘demographic method’ forecast:

It should be noted that the NHPAU also producedearfographic’ forecast of housing supply
which incorporated CLG’s Revised 2004-based Houselirojections, allowances for
‘constrained household’ demand, vacancies in ngplgiand demand for second homes. For
the East of England this amounted to an averageighmmet additional supply of 33,900
homes between 2008 and 2026, (England annual a/éicage of 260,700). The 33,900 is
composed of 29,800 for household growth, 2,900 detraonstrained demand, 340 to provide
for second homes and 850 for vacancies.

The 2026 ‘affordability ratio’ forecast for this estario is 8.54 for the East of England,
assuming real earnings growth of 1.5% per annumrgacest rates of 6.25%.

Affordability model — implications of current RSS

The NHPAU also modelled changes in the ‘affordapilatio’ based on current RSS figures
for new housing. For the East of England, with ager annual net additions of 25,400
between 2008 and 2026 the ratio increased from in8307 to 11.87 in 2026 (standard
model) or 10.49 (real earnings annual growth resti to 1.5%). The ratio fell to 10.18 in
2026 if, in addition to the above assumptions regerates increased to 6.25%.

GVA growth scenarios

Scenario 5: GVA growth in line with RES targets (un  constrained): Net average
annual dwellings regionally: 33,200 2008-2031

This scenario is based on achieving one of the gad@ts of the Regional Economic Strategy
(RES) — achieving annual growth in real workplaesdd GVA 2008 to 2031 of 2.3% (per
capita) and 2.1% (per job). The RES states thasetheeadline regional ambitions are
consistent with achieving the housing supply targadt out in the East of England Plan,

. © Og ll
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(Autumn 2008). However, it should be noted that@datfEconomics describe this scenario as
‘unconstrained’.

Oxford Economics note that the recent economic doeminhas increased the challenge of
meeting the productivity goals. They have, themfdncorporated extra assumptions to
generate higher levels of productivity, similar tttose in the ‘P2 scenario’ in the RES
consultation draft. Basically this scenario assuthed additional jobs were attracted into the
region in a limited number of sectors where GVA/Agfis above the regional average. It was
also assumed that GVA/job could be raised withistiag firms across the region in a limited
number of sectors, for example through traininthoough R&D.

These assumptions, when applied to the revisedlibastrecast for the RSS review,
generated slightly higher productivity growth thi#ie RES targets. It was therefore decided
to revise down slightly the assumptions for incesagy GVA per job in existing firms in
order to meet the RES productivity growth targétse resulting scenario generates higher
demand for housing than the current RSS targets.

Scenario 6: GVA growth constrained by RSS housingt  argets: Net average
annual dwellings regionally 27,200 2008-2031

As noted above, the RES compliant GVA growth saengenerates a higher demand for
dwellings than the current RSS target deliverghia scenario the baseline forecast has been
adjusted to incorporate assumptions for additigotalgrowth in high productivity sectors as
well as increased productivity in certain sectétawever, housing growth is then constrained
in the model approximately in line with RSS targéisis generates lower migration into the
region and a smaller total population than the amstrained’” GVA Growth scenario. The
outcome for productivity growth is slightly higheates of GVA per capita and per job
throughout 2008-2031 than the RES targets.

. © Og 12
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3: Assumptions - testing the model for
robustness

This section considers how robust the model’s apsions are. However, it is important to
note that this is not the place to provide a dethtdritique of how the model operates. In
practice the model is itself being developed oiraetand new assumptions are incorporated.
For example, the latest model runs have severegdrthéous link with the ‘Chelmer model’
demographic inputs. The description of the modddita sources and projection methodology
appears to be somewhat out of date (with respetiet@roduction of the Growth Scenarios)
and is not always clear

In relation to Cambridgeshire the best way to teetmodel is to consider how the model's
outputs for the period 2001 to 2007 compare wittargge of monitoring information. To
some extent the model incorporates this data tjrdmtit there are independent sources and
locally produced information which can help in thadidation process.

The following sections consider district-level daegtating to population, dwellings, employed
residents and workplace population. Where availéiideyears reviewed are from 2001 to
2007. However, not all data sources cover the genidull.

Population

Table 3-1 compares the ONS-based mid year popnlastimates, which have been used in
the Oxford Economics model runs, with the estimgexiuced by Cambridgeshire County
Council's Research Group, (CCCRG). The latter ®gurincorporate local sources of
information.

Table 3-1: Mid-year Population Estimates, Cambridgeshire Districts, Oxford Economics &
Cambridgeshire County Council compared, 2001 to 2007, ‘000

District ONS/OE CCC 2001 ONS/OE CCC ONS/OE CCC change
2001 2007 2007 change 2001- 2001-07 (%)
07 (%)
Cambridge City 109.9 109.9 120 115.2 10.1 (9.2%) 5.3 (4.8%)
East Cambridgeshire 73.4 70.9 81 77.9 7.6 (10.4%) 7.0 (9.9%)
Fenland 83.7 83.7 91.4 91.3 7.7 (9.2%) 7.6 (9.1%)
Huntingdonshire 157.2 157.2 167.6 162 10.4 (6.6%) 4.8 (3.1%)
South Cambridgeshire 130.5 130.5 137.3 140.5 6.8 (5.2%) 10 (7.7%)
Cambridgeshire 554.7 552.2 597.4 586.9 42.7 (7.7%) 34.7 (6.3%)

Source: ONSfor Oxford Economics, Cambridgeshire County Council Research Group

The Table shows that the OE model incorporatesfi&igntly higher population estimates at
2007 than the County Council’s estimates — 597 f#@0Cambridgeshire as compared with
586,900. The OE model assumes population growttate been 42,700, (7.7%) over the six

6 Oxford Economics: East of England: Joint modelfiogthe RES and RSS, Final Report, Revised Auguss 200
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year period 2001 to 2007, whereas the County Cbuecords a lower growth of 34,700,
(6.3%). The differences are significant in evergtiiit apart from Fenland. In the case of
South Cambridgeshire, the County Council’s estireateeds the ONS/OE figure.

Dwellings

Table 3-2 provides a summary of mid year dwellirggineates for 2001 and 2007 for
Cambridgeshire districts. The OE model incorpordi¢$> estimates whereas the County
Council incorporates estimates derived from lo¢ahping monitoring systems.

Table 3-2: Mid-year Dwelling Estimates, Cambridgeshire Districts, Oxford Economics & Cambridgeshire
County Council compared, 2001 to 2007 ‘000

District ONS/OE CCC 2001 ONS/OE CCC ONS/OE CCC change
2001 2007 2007 change 2001-  2001-07 (%)
07 (%)
Cambridge City 43.3 445 47.3 47.5 4.0 (9.2%) 3.0 (6.7%)
East Cambridgeshire 30.7 30.9 33.4 34.8 2.7 (8.8%) 3.9 (12.6%)
Fenland 36.4 36.8 40.7 40.9 4.3 (11.8%) 4.1 (11.1%)
Huntingdonshire 65.2 65.7 69.0 69.2 3.8 (5.8%) 3.5 (5.3%)
South Cambridgeshire 53.9 54.2 58.4 58.8 4.5 (8.3%) 4.6 (8.5%)
Cambridgeshire 229.3 232.1 248.8 251.2 19.5 (8.5%) 19.1 (8.2%)

Source: CLG: Oxford Economics; Cambridgeshire County Council Research Group

The Table shows that the sources indicate a simatar of increase in the county’s dwelling
stock over the period 2001 to 2007, rising by usdr 19,000. There are some differences at a
district level. In particular, ONS/OE assume a 8,0rease in dwellings in Cambridge City
as compared with 3,000 as recorded by the Couniy€ib

Taking the population and dwellings figures togetimglicates a more marked reduction in
‘crude’ average household size according to thenGo€ouncil’s figures. The OE/ONS
population to dwellings figure reduces from 2.42001 to 2.40 in 2007 whereas the County
Council's population to dwellings figure reducesnr 2.38 in 2001 to 2.34 in 2007. This
difference may appear small but has important icagpibns if continued long-term. It
suggests that the OE forecasts of population fgrgawven increase in dwellings will be much
higher than those generated through other sources.

Employed residents and workplace population

The data source for estimates of both employedieats and ‘workplace’ population is the
Labour Force Survey (LFS) and its successor, theuaAhPopulation Survey (APS). These
ONS sample surveys primarily relate to househddthough some adjustments have been
made to include health staff living in institutioas well as students in halls of residence etc.
The workplace population estimates have only bedrighed for 2004 onwards and they are
not directly comparable with the Census. It is ipafarly important to note that respondents
are asked to name the district where they workramdheck is made on accuracy. This leads
to a number of errors in areas such as the Canwbr@ity ‘fringe’. Many more people
consider their workplace to be Cambridge thannsfact, the case. Consequently data on

. =5 14
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workplace populations is significantly more robdist larger areas, consisting of several
districts.

It should also be appreciated that the sampleafizbe Annual Population Survey is small
and there is substantial sampling error at a did&ivel. Again, aggregating data for adjoining
areas helps to reduce the error.

In relation to the OE estimates, it is importantntite that these have been ‘scaled’ to the
2001 Census. This means that they are generallgriolan the LFS-derived figures. The

explanation of difference is linked to the factttiderviewers conducting the LFS/APS can

prompt respondents to include work of an hour grosavhich is unpaid. It is considered that

many people completing Census forms omit such eynptat.

Table 3-3 provides a comparison of the OE modepuuand the LFS/APS estimates of
employed residents of the Cambridgeshire distA6tsl to 2007.

Table 3-3 : Estimates of employed residents, Cambridgeshire Districts, 2001 & 2007, Oxford Economics
model & ONS (LFS/APS) ‘000

District OE 2001 LFS 2001 OE 2007 LFS 2007 Change O E Change
2001-07 LFS/APS
(%) 2001-07 (%)
Cambridge City 49.2 57 51.5 60.1 2.3 (4.7%) 3.1 (5.4%)
East Cambridgeshire 37.2 39 40 37.5 2.8 (7.5%) -1.5 (-3.8%)
Fenland 37.7 38 40.3 42.7 2.6 (6.9%) 4.7 (12.4%)
Huntingdonshire 82.3 81 92.2 89 9.9 (12%) 8 (9.9%)
South Cambridgeshire 69.1 70 74.3 72.2 5.2 (7.5%) 2.2 (3.1%)
Cambridgeshire 2755 284 298.2 3015 22.7 (8.2%) 17.5(6.2%)

Source: Oxford Economics; LFSAPSfrom Nomis

As might be expected, the Oxford Economics estiroh@mployed residents in 2001 is lower
than the LFS-based estimate as it has been scatbe 2001 Census. However the increase
to 2007, around 22,700, is higher than the ONSvddrestimate of 17,500. The 2007 APS-
based county estimate has a confidence interval-d&.5%, so the ‘true’ 2007 county figure
is likely to lie in the range 294,000 to 309,000.

Table 3-4 provides a comparison of workplace pdmniaestimates as derived from the OE
model and as estimated from the APS. The perio@dmraliew is just three years, 2004 to
2007. The differences are very large. The Oxfordrieeics model shows an increase of
49,600 in the county’s working population in theeth year period whilst the APS shows an
increase of 8,300 in Cambridgeshire as a whole.

Table 3-4 : Workplace population estimates, Cambridgeshire districts, 2004 to 2007 (Oxford Economics
& ONS APS) ‘000

District OE 2004 APS 2004 OE 2007 APS Change OE Change APS
2007 2004-07 (%) 2004-07 (%)
Cambridge City 71.7 103.7 83.2 114 11.5 (16.1%) 10.3 (9.9%)
East Cambridgeshire 26.1 25.9 32.1 25.7 6.0 (23%) -0.2 (-0.8%)
000 15
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District OE 2004 APS 2004  OE 2007 APS Change OE Change APS
2007 2004-07 (%)  2004-07 (%)
Fenland 347 36.3 415 35.7 6.8 (19.6%) -0.6 (-1.7%)
Huntingdonshire 66.9 70.6 81.7 74.0 14.8 (22.1%) 3.4 (4.8%)
South Cambridgeshire ~ 64.8 57.6 75.3 53.1 10.5 (16.2%)  -4.5 (-7.8%)
Cambridgeshire 264.2 294.2 313.8 302.5 49.6 (18.8%) 8.3 (2.8%)

Source: Oxford Economics; ONS APS from Nomis

3.15 Itis worth looking at some related data to expliwe differences between the OE model and
the APS output. At a regional level, Oxford Econesnindicates that the working population
increased from 2,475,900 to 2,591,800 in threesyemr115,900 uplift equivalent to 4.7%.
Cambridgeshire appears to have accounted for 43%eofegional increase. However, the
APS shows a regional increase of 59,700 in the feock population, up from 2,512,400 to
2,572,100, a lower 2.4% rise between 2004 and 20Q%his basis, Cambridgeshire accounts
for a much lower 14% of the region’s net growth.

3.16 The OE model shows that jobs (employment) increasegambridgeshire from 288,800 in
2004 to 340,100 in 2007, a rise of 51,300, or 17i8% years. The corresponding increase in
employment in the region as a whole was 117,70@,3%. Thus Cambridgeshire appears to
have accounted for 44% of the region’s job growtlis of considerable concern that the
employment (jobs) estimates for Cambridgeshire shoxgry different picture from the APS
workplace population series for the period 2002Q07.

3.17 The OE model's employment figures are based prignan the estimates of employees as
output by the Annual Business Inquiry, the ONS dangprvey of companies. It is notable
that the 2006 results, (the most recent to be plubti) were based on a September survey, a
change from December. They also involved a changadthodology. It is possible that the
2006 estimates are improvements on previous yeatshates. If this is the case care should
be taken in attributing growth to Cambridgeshirechtis a statistical artefact.

3.18 The employment and workplace population growthitatted to Cambridgeshire for the
period 2004 to 2007 by the OE model is importarit ssa determinant of high growth trends
in the future (as the next chapters show). Evidérwa the APS indicates a far slower rate of
employment growth. These different starting poeuts extremely important in terms of the
robustness of the different scenarios and the wélgih can be attached to them.
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4: Allocation: disaggregation of housing, jobs
and other key indicators for Cambridgeshire &
its districts

This chapter provides an overview of each scenartarn, looking at expected performance
and annual rate of change in key demographic amdoscic variables over the period 2008 to
2031. The data is presented for each of the fig&idis of Cambridgeshire, the county as a
whole and the region. The variables are: dwellimggpulation, households, employment
(jobs), employed residents and workplace populatibime last two elements enable net
commuting to be measured and a separate sectiomauses the commuting balance for
each scenario at a district level in 2001, 2007 20®il. The brief also requested an analysis
of migration. However, the model only provides data inter-regional/international
migration, excluding intra-regional migration flonsnd the limited information output
concludes this chapter. A broad summary of this\oger at 2031 concludes the chapter.

It is useful to start with a summary of the anngrawth assumed by the OE model for these
key variables over the period 2001 to 2007 ashklps to provide a ‘reality check’ on the

forecasts. However, as described in Chapter 3getigerconcern that the model may be
overstating population and employment growth — bedce also the growth in numbers of
employed residents and the workplace population.

Table 4-1: Changes in Key Economic & Demographic Variables, 2001 to 2007, Cambridgeshire, annual
average ‘000

Variable Cambridge East Fenland Hunts  South Cambs East
City Cambs Cambs County (%
East)

Dwellings annual 0.68 0.46 0.72 0.63 0.75 3.24 (15.2%) 21.4
Households annual 0.66 0.46 0.7 0.63 0.73 3.17 (15.0%) 21.2
Population annual 1.68 1.27 1.28 1.74 1.14 7.11 (16.4%) 43.4
Employment annual 0.78 1.36 1.62 2.08 1.97 7.81 (23.3%) 33.5
Employed residents 0.38 0.47 0.43 1.66 0.86 3.79 (12.0%) 31.7
annual

Workplace population 0.75 1.19 1.61 2.11 1.85 7.51 (21.9%) 34.2

annual

Source: Oxford Economics

Table 4-1 indicates that over the period 2001 ©@726he average annual increase in numbers
of households was lower than the increase in duwgglin both Cambridgeshire and the region
as a whole. It also suggests that the working pjmud increased at a faster rate than the
overall increase in employment (jobs) regionallizisTwould require the proportion of people
with two or more jobs to decline. National trendslicate increasing numbers of part-time
jobs and point to the reverse situation. This issane which should be taken up with Oxford
Economics.
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In Cambridgeshire the analysis suggests that botplayment and the related working
population have increased at much faster rates theamumbers of employed residents,
(around 7,500 additional workplace population egesar as compared with 3,800 additional
employed residents). As shown in Table 4-9, the ehaadicates that net commuting has
changed considerably over this period. In 2001cthenty recorded net out-commuting of just
over 7,000; by 2007 the model indicates the coatitacted 15,300 in-commuters.

The issue of just what employment growth has oecufrom 2001 to 2007 is critical to the
assessment of what is plausible in the futuregiawth is the key determinant of population
growth and housing demand in Cambridgeshire. Theeimsuggests that Cambridgeshire has
accounted for around 22% of the region’s employnggotvth 2001 to 2007. However this
growth is based on changes in the number of emptoge measured by the Annual Business
Inquiry and the fast rate recorded in this sergesat supported by the Annual Population
Survey and its assessment of changes in the wakplapulation of Cambridgeshire.

East of England Plan targets

It is also useful to re-state the requirementdefdurrent East of England Plan as they relate
to housing and jobs in Cambridgeshire. Table 4a¥iges a summary of the housing targets,
which are set at a district level. It indicatestt@ambridgeshire is expected to provide over
73,000 dwellings over the period 2001 to 2021, adoi4.4% of the regional total. In the
2001 to 2007 period, development in the county adale has been below target, although
this is primarily because the major developmenessitn Cambridge City and South
Cambridgeshire have yet to come on stream. Devedopimas exceeded the nominal annual
targets in East Cambridgeshire, Fenland and Humhbinghire. Regional figures have not yet
been published for 2007/08, but the Cambridgesh@te completions increased to 4,256,
exceeding the East of England Plan’s residual tdogehe first time.

Table 4-2: Net dwelling completions 2001 to 2007 compared to East of England Plan target,
Cambridgeshire districts: totals and annual averages ()

Dwelling Cambridge East Fenland Hunts  South Cambs East
targets/actuals City Cambs Cambs County (%
East)
Proposed H1 target 19,000 8,600 11,000 11,200 23,500 73,300 508,000
April 2001 to 2021 (950) (430) (550) (560) (1,175) (3,665) (25,400)
(14.4%)
Of which built 2001 to 2,973 (496) 3,840 3,997 3,519 4,456 18,785 130,539
2007 (640) (666) (587) (743) (3,131) (21,757)
(14.4%)
Residual target: 16,027 4,760 7,003 7,681 19,044 54,515 377,461
minimum to build 2008 (1,1245) (340) (500) (549) (1,360) (3,894) (26,962)
to 2021 (14.4%)
Completions in most 673 675 738 624 931 3,641 24,799
recent year 2007-08 (14.7%)

Source: EERA Annual Monitoring Report of the East of England Plan 2006-07

The employment target for Cambridgeshire is 75 @@ the period 2001 to 2021; a pro-rata
split for the period 2001 to 2007 is 22,500. Thgiaeal target for 2001 to 2021 is 452,000
jobs. The Cambridgeshire share is 16.6%, refledtiegelatively strong local economic base
and hence anticipated growth potential. As indtate Table 4-1, data incorporated in the
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Oxford Economics model suggests that employmenwitran the region 2001 to 2007 has
already reached 201,000 jobs, some 44% of the 20tgeget. The job growth attributed to
Cambridgeshire 2001 to 2007 is just under 47,00%; 6f the twenty year target figure.

The sections which follow summarise the key demplgi@and economic indicators for the
baseline forecasts and each scenario in turn.olildhbe noted that the ‘higher household
formation’ baseline variant is not included in dleteecause only the number of dwellings
varies from the initial baseline forecast.

Baseline

Table 4-3 summarises the forecast changes in kagbles as indicated by the ‘Baseline’
scenario for Cambridgeshire districts, the coumnty the region.

Table 4-3: Changes in Key Economic & Demographic Variables, 2008 to 2031, Baseline Forecast,
Cambridgeshire, ‘000

Variable Cambridge East Fenland Hunts  South Cambs East

City Cambs Cambs County (%

East)

Dwellings nos. 31.8 14.3 9.5 25.4 27.9 109 (15.3%) 714.7
Households nos. 31.6 15.9 11.2 31.3 33.9 124.0 (14.3%) 864.1
Population nos. 70.0 28.6 15.3 49.7 54.9 218.5 (17.1%) 1,279.3
Employment nos. 63.7 124 7.1 195 29.1 131.8 (18.4%) 716.0
Employed residents 27.3 15.8 6.5 19.6 30.3 99.4 (17.1%) 580.4
nos.
Workplace population 53.7 121 6.8 18.1 27.7 118.4 (18.6%) 637.2
nos.
Dwellings annual 1.33 0.6 .39 1.06 1.16 4.54 (15.3%) 29.8
Households annual 1.32 0.66 0.47 1.30 1.41 5.17 (14.3%) 36.0
Population annual 2.92 1.19 0.64 2.07 2.29 9.11 (17.1%) 53.3
Employment annual 2.66 0.52 0.3 0.81 1.21 5.49 (18.4%) 29.8
Employed residents 1.14 0.66 0.27 0.82 1.26 4.14 (17.1%) 24.2
annual
Workplace population 2.24 0.51 0.28 0.75 1.15 4.93 (18.6%) 26.6
annual

Source: Oxford Economics

The baseline forecast indicates an annual rate rofvtg in net new dwellings in
Cambridgeshire from 2008 to 2031 of 4,540, sigaiiity higher than the ‘residual
requirement of the adopted East of England PI&3803,The annual increase in dwellings at a
regional level, just under 30,000, is higher tham ‘tesidual’ requirement of the current Plan,
(26,960).

The baseline forecast of regional employment, arega29,800 jobs a year, is, in contrast,
lower than the apparent increase in jobs recor@®d 2o 2007, (33,500). This is also true of
Cambridgeshire, where the baseline forecast inelican annual increase of around 5,500 jobs
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between 2008 and 2031 as compared with the 7,80frded annually between 2001 and
2007. However, both the regional and county basdtimecasts are significantly higher than
the current East of England Plan targets, (anredli8,750 for Cambridgeshire and 22,600
for the region).

At the regional level the model indicates workplgoepulation growth outstripping the
increase in numbers of employed residents, 637a2ampared with 580,400, between 2008
and 2031. The Cambridgeshire picture is similath&il8,400 workplace population increase
as compared with 99,400 additional employed re$sje2008 to 2031. At a regional level
such growth would score well on sustainabilityenid as it would reduce net out-commuting.
However, in the context of Cambridgeshire employimgrowth of this scale would
apparently result in net in-commuting of over 34,afy 2031. Cambridge City would be
particularly affected, with an imbalance of 58,0806rkplace population as compared with
employed residents, (see Table 4-11).

The baseline forecast suggests that there will igrdficantly higher increase in households
than in dwellings both regionally and in Cambridges. This affects every district in
Cambridgeshire apart from Cambridge City.

Conclusion:When compared with the current East of England Rhe baseline forecast
suggests significantly higher rates of employmerd housing growth, both for the region
and for Cambridgeshire. The high baseline forechgtbs appears to be very dependent on
ABI employee data 2001 to 2007 as the key detembioffuture growth.

High ‘household formation’ baseline variant

The ‘higher household formation’ variant can be sidared even more of a challenge than
the baseline itself. This is because it indicatesadditional 921,000 dwellings regionally,
(132,400 in Cambridgeshire), equivalent to annueivth rates of 38,400 (East) and 5,520
(Cambridgeshire) over the period 2008 to 2031. Vaeant has not been fully worked
through for testing purposes as OE have not adjubtmusehold numbers in line with
increased dwellings.

Low migration baseline variant

Table 4-4: Changes in Key Economic & Demographic Variables, 2008 to 2031, Baseline Low Migration
Forecast, Cambridgeshire, ‘000

Variable Cambridge East Fenland Hunts  South Cambs East
City Cambs Cambs County (%
East)
Dwellings nos. 29.7 12.8 8.4 23.3 26.4 100.6 (15.4%) 651.5
Households nos. 29.5 14.5 10.2 29.2 325 115.9 (14.4%) 803.7
Population nos. 64.9 25.2 13.0 44.7 51.5 199.2 (17.5%) 1,138.8
Employment nos. 61.4 115 6.4 17.7 28 125 (18.9%) 661.9
Employed residents 26.2 14.7 5.7 17.8 29 93.4 (17.4%) 535.4
nos.
000 20
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Variable Cambridge East Fenland Hunts  South Cambs East

City Cambs Cambs County (%

East)

Workplace population 51.7 11.2 6.2 16.3 26.7 112.2 (19%) 588.7
nos.
Dwellings annual 1.24 0.53 0.35 0.97 1.10 4.19 (15.4%) 27.1
Households annual 1.23 0.60 0.43 1.22 1.35 4.83 (14.4%) 33.5
Population annual 2.7 1.05 0.54 1.86 2.15 8.3 917.5%) 47.5
Employment annual 2.56 0.48 0.27 0.74 117 5.21 (18.9%) 27.6
Employed residents 1.09 0.61 0.24 0.74 1.21 3.89 (17.4%) 22.3
annual
Workplace population 2.16 0.47 0.26 0.68 1.11 4.67 (19%) 24.5

annual

Source: Oxford Economics

Table 4-4 incorporates lower migration and heneeelopopulation growth over the period
2007 to 2031. In consequence there is a reducedrakfor dwellings, fewer households and
reduced job growth as compared with the initialsddne’. The forecast annual average
‘demand for dwellings’ for Cambridgeshire is, al90, only slightly above the ‘residual

annual requirement of the current RSS, (3,890)il&ily at the regional level the forecast of
the annual demand for dwellings, 27,100, is venselto the current minimum target of
26,900.

The employment forecasts indicate an annual inered27,600 jobs regionally and 5,200 in
Cambridgeshire. Although below what has been aekiem the period 2001 to 2007 —
according to the Oxford Economics model — thesaréig present a considerable challenge
when compared with the East of England Plan tar@etsualised as 22,600 jobs regionally
and as 3,750 jobs for Cambridgeshire over thelyear period 2001 to 2021). They would
result in reduced net out-commuting for the redigr2031 but significantly increased net in-
commuting to Cambridgeshire and especially Cambridgjty (+34,000 and +57,000
respectively).

As with the initial ‘baseline’ forecast, the low gnation variant suggests that household
growth significantly exceeds growth in net dwelbngrhe forecast growth in workplace
population also exceeds the increase in numbezmpfoyed residents, both regionally and in
Cambridgeshire.

Conclusion:The annual increase in dwellings 2007 to 2031ceueid by the ‘low migration’
variant of the baseline forecasts is only marginaibher than the ‘residual’ target of the
current East of England Plan, both regionally an@ambridgeshire. However, it is not clear
why the forecast indicates a significantly higheterof growth of households than dwellings.
There is also a concern that the annual employgrentth forecasts are significantly higher
than the targets set regionally and locally in ¢cherent Plan and could lead to high net in-
commuting for Cambridgeshire by 2031.
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Scenario 1. RSS Residual Housing Growth

Table 4-5: Changes in Key Economic & Demographic Variables, 2008 to 2031, Scenario 1 — RSS
residual housing growth , Cambridgeshire, ‘000

Variable Cambridge East Fenland Hunts  South Cambs East

City Cambs Cambs County (%

East)

Dwellings nos. 26.7 9.4 12.3 13.2 324 94.1 (14.4%) 652.6
Households nos. 26.6 11.3 13.9 19.4 38.2 109.3 (13.6%) 806.1
Population nos. 57.8 17.4 21.4 21.4 64.9 182.9 (16.1%) 1,137.9
Employment nos. 58.8 9.8 8.5 10.3 315 118.8 (17.8%) 666.4
Employed residents 25.6 13.7 8.1 14.0 30.2 91.7 (16.9%) 542.2
nos.
Workplace population 49.5 9.5 8.2 9.4 30.1 106.7 (17.9%) 595.5
nos.
Dwellings annual 111 0.39 0.51 0.55 1.35 3.92 (14.4%) 27.2
Households annual 111 0.47 0.58 0.81 1.59 4.55 (13.6%) 33.6
Population annual 241 0.72 0.89 0.89 2.71 7.62 (16.1%) 47.4
Employment annual 245 0.41 0.35 0.43 131 4.95 (17.8%) 27.8
Employed residents 1.07 0.57 0.34 0.59 1.26 3.82 (16.9%) 22.6
annual
Workplace population 2.06 0.40 0.34 0.39 1.25 4.44 (17.9%) 24.8

annual

Source: Oxford Economics

As would be expected, Scenario 1, incorporatingcthinuation of RSS Policy H1 ‘residual’
housing growth rates, indicates dwelling forecdbts are in line with the current East of
England Plan, (an additional 3,900 per annum fan&#dgeshire and just over 27,000 a year
for the region, 2008 to 2031). The employment fastg indicate an annual regional growth
of 27,800 jobs and an increase for Cambridgestiifast under 5,000 jobs. As discussed in
the context of the Baseline forecast, such a ragebogrowth appears challenging in relation
to the targets set by the current East of Engldad, K22,600 annual growth at a regional
level and 3,750 growth in Cambridgeshire). Howeestidence from the ABI suggests that
this rate has been exceeded in the period 200100G.2Conflicting evidence relating to
estimates of the workplace population, arising frili@ APS, indicates that job growth has
been lower than the current target.

Scenario 1, in line with the Baseline forecastjdates a significantly higher rate of growth of
households than dwellings, (804,000 as compardd 662,000 over 24 years at the regional
level; the Cambridgeshire forecasts are for 116j@@@seholds and 101,000 dwellings over
the same period). Also in line with the Baselineef@st, Scenario 1 indicates the increase in
workplace population outstripping the increasempyed residents. At a regional level this
reduces net out-commuting by over 50,000 betwed8 2hd 2031. For Cambridgeshire it
shows the workplace population increasing by 112 @ compared with a 93,000 increase in
numbers of employed residents. As Table 4-11 shatva,county level this would result in
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net in-commuting of around 30,000 by 2031. Camlwidgjty would experience net in-
commuting of over 55,500 by 2031.

Conclusion With house building rates in line with the ‘reséd’ targets of the adopted East of
England Plan, this Scenario is feasible if suffitiand can be identified in locations which
meet spatial policy, environmental and sustaingbdriteria. However, there is concern that
if employment growth targets are realised then Gatgbshire — and particularly Cambridge
City — could experience high in-commuting.

Scenario 2: RSS with average housing growth

Table 4-6: Changes in Key Economic & Demographic Variables, 2008 to 2031, Scenario,
Cambridgeshire, ‘000

Variable Cambridge East Fenland Hunts  South Cambs East

City Cambs Cambs County (%

East)

Dwellings nos. 25.1 9.7 125 134 30.8 91.4 (14.4%) 634.1
Households nos. 24.9 11.5 14.0 19.6 36.6 106.7 (13.6%) 787.0
Population nos. 53.9 17.9 21.8 21.9 61.3 176.7 (16.1%) 1,098.7
Employment nos. 57.1 9.9 8.6 10.4 30.6 116.5 (17.9%) 652.8
Employed residents 24.9 13.6 8.1 13.8 29.2 89.6 (16.8%) 531.8
nos.
Workplace population 48.2 9.7 8.2 9.4 29.2 104.7 (17.9%) 584.1
nos.
Dwellings annual 1.05 0.4 0.52 0.56 1.28 3.81 (14.4%) 26.4
Households annual 1.04 0.48 0.59 0.82 1.53 4.45 (13.6%) 32.8
Population annual 2.25 0.75 0.91 0.91 2.55 7.36 (16.1%) 45.8
Employment annual 2.38 0.41 0.36 0.43 1.27 4.86 (17.9%) 27.2
Employed residents 1.04 0.57 0.34 0.58 1.22 3.73 (16.8%) 22.2
annual
Workplace population 2.01 0.4 0.34 0.39 1.22 4.36 (17.9%) 24.3
annual

Source: Oxford Economics

Scenario 2 envisages an annual increase in dwelboth regionally and in Cambridgeshire
that is below the rate now required to meet thgetar of the adopted East of England Plan.
However, the forecast annual growth in employmetiveen 2008 and 2031 exceeds the East
of England Plan targets. However, as discussedlation to the Baseline forecast, a higher
rate of employment growth measured over the p&ifil to 2007 is indicated by the Oxford
Economics model.

In common with the Baseline, the scenario forecapsificantly higher growth in numbers

of households than in numbers of dwellings, bothaally and locally. The forecast increase
in the workplace population also exceeds the irgréa numbers of employed residents. By
2031 the region is forecast to experience a siamti drop in net out-commuting, whereas
Cambridgeshire (and especially Cambridge City)farecast to experience increasing net in-

. © Og 23
SQWconsulting ¢



4.25

4.26

Validation of Growth Scenarios for the Review of the RSS for the East of England
Cambridgeshire - technical study & interim findings

commuting. However, this outcome is uncertain &s rtstbustness of the employment data
incorporated in the forecasting model is a majsunés

Conclusion:Scenario 2 is a realistic option if additional dacan be identified (subject to
spatial policy, environmental and sustainabilitigesia), to continue house-building at current
East of England target rates. However, the employrgewth forecasts for Cambridgeshire
are of concern. If realised, they would result miacrease in in-commuting to the county,
particularly Cambridge. If the (lower) annual emptent target of the current East of
England Plan is realised then there could be a gblostfall by 2031. An increase of 3,750
jobs per annum would result in 90,000 employmeatwtjn, 2008 to 2031. Such employment
growth could support an additional 81,000 workplpogulation in Cambridgeshire — lower
than the forecast 89,600 increase in numbers ofaymeg residents.

Scenario 3: NHPAU Lower end range housing supply

Table 4-7: Changes in Key Economic & Demographic Variables, 2008 to 2031, Scenario 3: NHPAU
Lower end housing supply, Cambridgeshire, ‘000

Variable Cambridge East Fenland Hunts  South Cambs East

City Cambs Cambs County (%

East)

Dwellings nos. 28.9 10.7 135 155 35.0 103.5 (14.1%) 735.6
Households nos. 28.7 125 14.9 21.6 40.6 118.3 (13.4%) 884.7
Population nos. 62.9 20.3 23.9 26.7 70.6 204.3 (15.5%) 1,320.1
Employment nos. 61.0 105 9.2 121 33.1 1259 (17.2%) 731.3
Employed residents 26.7 14.6 8.9 16.0 31.7 98.0 (16.4%) 596.2
nos.
Workplace population 51.4 10.3 8.8 111 315 113.1 (17.3%) 653.9
nos.
Dwellings annual 12 0.45 0.56 0.64 1.46 4.31 (14.1%) 30.6
Households annual 1.19 0.52 0.62 0.90 1.69 4.93 (13.4%) 36.9
Population annual 2.62 0.84 0.99 111 2.94 8.51 (15.5%) 55.0
Employment annual 2.54 0.44 0.38 0.5 1.38 5.24 (17.2%) 30.5
Employed residents 1.11 0.61 0.37 0.67 1.32 4.08 (16.4%) 24.8
annual
Workplace population 2.14 0.43 0.37 0.46 1.31 4.71 (17.3%) 27.3

annual

Source: Oxford Economics

Scenario 3 forecasts a higher rate of annual hgugiowth in both the region and

Cambridgeshire than is required by the current’Plaasidual’ annualised housing targets.
At a regional level the difference is between 30,&hd 27,000; for Cambridgeshire the
difference is between 4,300 and 3,900. It is pdsgiat the county difference could be met
by additional building in those districts which leaexceeded the minimum targets of the
current Plan. However, this would result in a fertimbalance of jobs and local labour
supply at a district level as numbers of employesidents exceed the workplace population.
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The forecast annual increase in employment exdbedsurrent Plan’s targets both regionally
and for Cambridgeshire. However, as with the Basdiorecast and other Scenarios, the rate
of employment growth is lower than apparently achéebetween 2001 and 2007.

As with other Scenarios the forecast increase inbars of households is significantly higher
than the increase in dwellings, both regionally &vmhlly. The Scenario forecasts a higher
increase in the workplace population than in thenlbers of employed residents. This
suggests that at a regional level net out-commutiviy fall by 2031 whereas in
Cambridgeshire net in-commuting will increase, hiag around 30,000 at a county level in
2031. Cambridge City will experience the highesels of net in-commuting of over 56,000.

ConclusionsThe housing requirements of the Scenario encarsglNHPAU’s ‘lower end

of the housing supply range’ figures are aboveenirRSS ‘Policy H1 ‘residual’ targets.
However, in the case of Cambridgeshire the diffeeers around 400 dwellings a year.
Meeting the shortfall by building in those distsicurrently above the RSS targets is likely to
result in increasing the district-level imbalanagvieen employed residents and workplace
population. The employment forecasts exceed cuRkamt targets and could result in reduced
out-commuting for the region, but increased in-carting for Cambridgeshire.

Scenario 4. NHPAU Upper end housing supply range

Table 4-8: Changes in Key Economic & Demographic Variables, 2008 to 2031, Scenario 4 NHPAU
Upper end housing supply range, Cambridgeshire, ‘000

Variable Cambridge East Fenland Hunts  South Cambs East

City Cambs Cambs County (%

East)

Dwellings nos. 33.5 13.5 17.1 20.6 40.8 125.6 (13.4%) 940.5
Households nos. 333 15.1 18.3 26.6 46.2 139.6 (12.9%) 1,079.0
Population nos. 74.1 26.7 31.6 38.4 83.7 254.5 (14.4%) 1,770.6
Employment nos. 66.1 12.2 11.3 16.3 36.7 142.5 (15.9%) 893.9
Employed residents 29.2 16.8 11.2 20.5 35.3 113.1 (15.4%) 731.9
nos.
Workplace population 55.6 11.9 10.8 15.0 35.0 128.3 (16%) 800.2
nos.
Dwellings annual 1.40 0.56 0.71 0.86 1.70 5.23 (13.4%) 39.2
Households annual 1.39 0.63 0.76 111 1.93 5.81 (12.9%) 45.0
Population annual 3.09 1.11 1.32 1.6 3.49 10.61 (14.4%) 73.8
Employment annual 2.75 0.51 0.47 0.68 1.53 5.94 (15.9%) 37.3
Employed residents 1.22 0.7 0.47 0.85 1.47 4.71 (15.4%) 30.5
annual
Workplace population 2.32 0.49 0.45 0.63 1.46 5.35 (16%) 33.3

annual

Source: Oxford Economics

Scenario 4 embodies the upper end of the NHPAUssing supply requirement which
averages 39,200 additional homes a year in thed&dshgland. This is significantly higher
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than the current HI Policy; the ‘residual’ requiremh is 27,000 in the region. Scenario 4's
forecast for Cambridgeshire is 5,230 net new dngdlia year, well above the ‘residual’
policy requirement of 3,900 dwellings. It should bheted that both Fenland and East
Cambridgeshire have recently (2006/07) been byldinthe rate indicated by this Scenario,
however.

The annual employment forecasts associated wighSbenario at a regional level are above
the growth achieved between 2001 and 2007 (37,380bmpared with 33,500 as indicated
by OE’s model). They are well ahead of the curiain’s regional target, (22,600 jobs per
annum). The forecasts for Cambridgeshire envisageadditional 5,940 jobs a year —
considerably higher than the Plan’s E1 target aimsed (3,750 jobs). However, OE indicate
that Cambridgeshire actually achieved job growtty 800 a year on average between 2001
and 2007. As discussed earlier, there is conflicemidence from ONS household surveys
which challenges such a high rate of growth ocogtri

This Scenario forecasts much higher growth in hboolsis than in dwellings. This is
surprising as the Scenario assumes that there iwomsening of housing affordability as
compared with 2007 and it might be assumed thanttrease in households would be similar
to the increase in dwellings.

The Scenario forecasts considerably higher growtiné workplace population as compared
with numbers of employed residents — up by 800,@@fonally as compared with 732,000
over the period 2008 to 2031. This significantlguees net out-commuting from the region,
falling from 196,000 in 2001 down to 112,500 by 203or Cambridgeshire net in-
commuting rises to 30,500, with net in-commutin@embridge City forecast to be 58,000 in
2031.

ConclusionsThe house-building levels required to meet thisracio are significantly higher
than achieved in the region in the recent passa@andicipated to meet the ‘residual target’ of
the current RSS. The figures are also significahifjher for most Cambridgeshire districts.
The employment forecasts appear to be a majorecig®l regionally; the Cambridgeshire
situation is hard to judge. Whilst the annual cguotecast in this Scenario exceeds the RSS
policy E1 target, it is lower than may have beemiegd in the period 2001 to 2007.

If achieved, the employment and related working ybaion forecasts would result in
increased in-commuting to Cambridgeshire by 208peeially to Cambridge City.

Scenario 5: GVA growth at RES targets (unconstrained)

Table 4-9: Changes in Key Economic & Demographic Variables, 2008 to 2031, Scenario 5: GVA growth
at RES targets, (unconstrained), Cambridgeshire, ‘000

Variable Cambridge East Fenland Hunts  South Cambs East
City Cambs Cambs County (%
East)
Dwellings nos. 32.9 154 10.4 27.3 29.8 115.8 (14.5%) 796.1
Households nos. 32.7 16.9 121 33.1 35.7 130.5 (13.9%) 940.7
Population nos. 72.7 31.0 17.3 53.9 59.0 233.9 (16%) 1,462.5
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Variable Cambridge East Fenland Hunts  South Cambs East

City Cambs Cambs County (%

East)

Employment nos. 68.4 13.8 8.6 22.9 32.9 146.7 (16.1%) 909.8
Employed residents 29.8 17.7 8.3 23.7 34.6 114.0 (15.3%) 744.9
nos.
Workplace population 57.6 135 8.3 21.3 315 132.2 (16.2%) 815.8
nos.
Dwellings annual 1.37 0.64 0.43 1.14 1.24 4.82 (14.5%) 33.2
Households annual 136 0.7 0.5 1.38 1.49 5.44 (13.9%) 39.2
Population annual 3.03 1.29 0.72 2.25 2.46 9.75 (16%) 60.9
Employment annual 2.85 0.58 0.36 0.96 1.37 6.11 (16.1%) 37.9
Employed residents 1.24 0.74 0.35 0.99 1.44 4.75 (15.3%) 31.0
annual
Workplace population 2.4 0.56 0.34 0.89 1.31 5.51 (16.2%) 34.0

annual

Source: Oxford Economics

Scenario 5 is the first of two which forecast thmplications of higher productivity growth. It
is unconstrained by housing supply factors. In seafndwellings it forecasts 33,200 units per
annum in the region as a whole. For Cambridgegh&eforecast is 4,820 dwellings a year,
2008 to 2031. These levels are significantly higihen the annual ‘residual’ targets of the
current RSS, (27,000 regionally and 3,900 for Caaigshire).

The forecast for the region of 37,900 jobs per amsignificantly exceeds the 22,600 annual
target of the current Plan and the observed argroalth of 33,500 in employment between
2001 and 2007. Consequently the forecast must dutified as very difficult to achieve —
particularly as the current recession is not fulken into account. In the case of
Cambridgeshire annualised employment growth of @v&00 is only just below the model’s
estimate of job growth occurring 2001 to 2007, @@,8obs per annum). It is significantly
higher than the current Plan target of 3,750 aoluiti jobs each year, which is based on an
‘enhanced growth’ scenario produced by Experia20i3.

In common with other scenarios, this forecast ssiggiat the annual increase in households
will significantly exceed the increase in dwelling#ith increased prosperity it is hard to
understand why this should be true; higher pertaapealth should enable households to be
accommodated in the new dwellings built. In Candpeghire the scenario shows an
additional 130,500 households as against 115,8@0lidgs, 2008 to 2031.

The forecast of growth in employed residents in rtbgion averages 31,000 each year, as
compared with an annual 34,000 increase in the imgrRopulation. This enables net out-
commuting from the region to fall to around 107,69@031. In Cambridgeshire the scenario
indicates net in-commuting of around 34,000 by 208ith Cambridge City experiencing
high net in-commuting of almost 60,000 and botht Ezmbridgeshire and Huntingdonshire
net out-commuting of over 12,000.

. © Og 27
SQWconsulting ¢



4.40

4.41

4.42

4.43

Validation of Growth Scenarios for the Review of the RSS for the East of England
Cambridgeshire - technical study & interim findings

Conclusion:GVA growth to meet RES targets requires a sigaifiauplift in the provision of
new housing compared with the current RSS ‘residaedet both regionally and locally. The
associated growth in employment is also a challeasyé exceeds regional performance in
recent years. In common with other scenarios thefagrowth in workplace population than
employed residents brings benefits at a regionalljJevith net out-commuting reducing, but
increases pressures on Cambridgeshire, where-netimuting is set to rise.

Scenario 6: GVA growth constrained by RSS housing targets

Table 4-10: Changes in Key Economic & Demographic Variables, 2008 to 2031, Scenario 6: GVA
growth constrained by RSS housing targets, Cambridgeshire, ‘000

Variable Cambridge East Fenland Hunts  South Cambs East

City Cambs Cambs County (%

East)

Dwellings nos. 26.7 9.4 125 134 32.4 94.3 (14.4%) 652.8
Households nos. 26.5 11.2 14.0 19.6 38.1 109.5 (13.6%) 806.3
Population nos. 57.7 17.2 21.8 21.9 64.8 183.4 (16.1%) 1,138.3
Employment nos. 62.4 10.6 9.7 125 345 129.6 (16.1%) 804.1
Employed residents 24.9 13.1 7.8 13.1 29.7 88.6 (16.3%) 542.8
nos.
Workplace population 52.6 10.3 9.3 115 33.0 116.8 (16.1%) 723.9
nos.
Dwellings annual 1.11 0.39 0.52 0.56 1.35 3.93 (14.4%) 27.2
Households annual 11 0.47 0.58 0.82 1.59 4.56 (13.6%) 33.6
Population annual 241 0.72 0.91 0.91 2.7 7.64 (16.1%) 47.4
Employment annual 2.6 0.44 0.4 0.52 1.44 5.4 (16.1%) 33.5
Employed residents 1.04 0.55 0.33 0.55 1.24 3.69 (16.3%) 22.6
annual
Workplace population 2.19 0.43 0.39 0.48 1.37 4.87 (16.1%) 30.2

annual

Source: Oxford Economics

Scenario 6 restricts GVA growth by current RSS hausargets. Consequently the dwelling
targets are considered feasible, both regionallylacally, if sufficient land can be identified
in locations which meet spatial policy, environng@nd sustainability criteria.

The employment forecasts are challenging and egwisan annual increase of 33,500 jobs
regionally and 5,400 in Cambridgeshire, well abawerent policy E1 targets. They are,
however, realistic when set against the recordeavidy in ABI employee jobs as recorded
2001 to 2006.

As with all other scenarios, the model indicateat thousehold growth will outstrip the

increase in dwellings both regionally and localife restriction on new dwellings and hence
population growth results in an annual increaspistf22,600 employed residents regionally.
The growth in the region’s workplace populatiofiasecast to be considerably higher, at over
30,000 a year. Between 2008 and 2031, the regemisloyed residents would increase by

. © Og 28
SQWconsulting ¢



4.44

4.45

4.46

4.47

Validation of Growth Scenarios for the Review of the RSS for the East of England
Cambridgeshire - technical study & interim findings

543,000, around 181,000 less than the forecastaserin the working population, (724,000).
Consequently by 2031 the East of England coulditdalance’ in net commuting terms.
However, in Cambridgeshire net in-commuting coufdréase to almost 44,000, with
Cambridge City once more experiencing high netamuuting of almost 60,000.

Conclusion: Regionally this scenario goes further than anyewotho establishing
‘sustainability’, as net out-commuting is elimindtey 2031. Housing growth is in line with
RSS ‘residual’ targets. However the employment ghorequired to help meet this goal is a
challenge when set against current Plan targetsib€@dgeshire stands to contribute around
16% of the region’s job growth. If realised, by 20&ambridgeshire will experience
significant in-commuting with a major in-flow to @dbridge City and out-commuting from
East Cambridgeshire and Huntingdonshire.

Net commuting

Table 4-11 shows the net commuting flows from thHeé @odel at a district, county and
regional level for 2001 and 2007 and the diffesa@nario forecasts for 2031.

Table 4-11: Net commuting flows for Cambridgeshire & districts, baseline & scenarios, 2001, 2007 and
2031, ‘000 (+ = in-commuting; - = out-commuting)

Variable Cambridge East Fenland Hunts  South Cambs East
City Cambs Cambs County

Net commuting 2001 +29.5 -12.3 -5.9 -13.3 -5.0 -7.1 -196.0
Net commuting 2007 +31.7 -7.9 +1.2 -10.6 +1.0 +15.3 -180.8
Baseline 2031 +58.1 -11.6 +15 -12.2 -1.6 +34.2 -124.0
Baseline low migration +57.2 -11.4 +1.6 -12.1 +1.3 +34.0 -127.5
2031

RSS residual housing +55.6 -12.1 +1.2 -15.3 +0.8 +30.3 -127.5
2031

RSS average housing +55.0 -11.8 +1.3 -15.0 +0.9 +30.4 -128.5
2031

NHPAU Lower 2031 + 56.4 -12.3 +1.0 -15.5 +0.8 +30.4 -123.2
NHPAU Upper 2031 +58.0 -12.9 +0.7 -16.1 +0.6 +30.5 -112.5
GVA growth RES 2031  +59.5 -12.1 +1.2 -12.9 -21 +33.7 - 106.6
GVA growth +59.5 -10.7 +27 -12.1 +4.3 +43.7 +3.5

constrained 2031

Source: Oxford Economics

As described in the commentaries on both the imesahd scenario forecasts, each model
run gives rise to different forecasts of workplgmpulation, (linked to employment) and to
numbers of employed residents. Table 4-11 pullsghegether so that the change in net
commuting can be observed over the new RSS timeline

It is interesting that every run results in a digant reduction in net out-commuting by 2031.
This is because the forecasts of employment grawnglrelatively high — and higher than the
targets of the current RSS when annualised. ThHesmeaf this assumption requires further
testing as it appears to be based on just onesdatae — the ABI.
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Migration

The OE model output provides an estimate of ‘ngfration’ by district and year for baseline
forecasts and scenarios. However, this is expresseerms of net migration to/from the

world outside the East of England, in that the sofirdistrict migration flows meets the

regional total. Table 4-12 provides an overvievihef annual average net in-migration flows
into Cambridgeshire and its districts from outside region, broken down into the periods
2001 to 2007 and 2008 to 2031.

Table 4-12: Net in-migration, annual average for Cambridgeshire & districts, baseline & scenarios, 2001
to 2007 and 2008 to 2031, ‘000

Variable Cambridge East Fenland Hunts  South Cambs East

City Cambs Cambs County (% of

East)

Net migration 2001 to 14 1.2 1.6 11 0.9 6.1 (16.9%) 36.0
2007
Baseline 2008to 2031 2.4 0.9 0.6 14 15 6.8 (20.3%) 334
Baseline low migration 2.1 0.8 0.5 1.2 1.4 6.0 (21.7%) 27.5
2008 to 2031
RSS residual housing 1.8 0.4 0.9 0.2 2.0 5.2 (19.1%) 27.5
2008 to 2031
RSS average housing 1.7 0.4 0.9 0.2 1.8 5.0 (19.3%) 25.8
2008 to 2031
NHPAU Lower2008 to 2.0 0.5 1.0 0.4 22 6.1 (17.5%) 35.1
2031
NHPAU Upper 2008to 2.5 0.8 1.3 0.9 2.7 8.2 (15.3%) 53.9
2031
GVA growth RES 2008 2.5 1.0 0.7 1.6 1.7 7.4 (18.0%) 41.1
to 2031
GVA growth 1.8 0.4 0.9 0.2 19 5.3 (19.2%) 275
constrained 2008 to
2031

Source: Oxford Economics

Table 4-12 indicates that net in-migration into @aicigeshire averaged 6,100 a year between
2001 and 2007. For the period 2008 to 2031, thelin@sshows an average annual inflow of
6,800, reducing to 6,000 for the ‘low migration'rizat. The scenario attracting the lowest
migration flow is Scenario 2: RSS with average hagslevelopment. The annual figure is
5,000. The scenario with the highest migrationldnvfto the county is Scenario 4: the
NHPAU's ‘Upper end housing supply’. Annual in-miticm amounts to 8,200 for
Cambridgeshire as a whole.

Overview of scenarios & baseline forecasts - 2031

Table 4-13 provides a broad overview of the scesand baseline forecasts as at 2031.
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Table 4-13: Scenarios & baseline forecasts for Cambridgeshire — Key Indicators & commentary, 2031

Scenario & Dwelling Employ- Net Net Commentary
baseline increase ment commuting commuting
2008-31 increase Cambs region
2008-31 2031 2031
Baseline 109,000 131,800 34,200 (net 124,000 Significantly higher rates of
in) (net out) employment and housing growth
large than assumed by the current East of
58'100.f°r reduction England Plan. Very dependent on
C_ambndge on 2001 ABI employee data as input. High
City net in-commuting to Cambs
Baseline — low 100,600 125,000 34,000 (net 127,500 Higher rates of employment and
migration in) (net out) housing growth than assumed by the
large current East of England Plan. High
57’200. for reduction net in-commuting to Cambs
Cambridge 4 5001
City
Baseline — high 132,400 Assumes Assumes Assumes Assumes baseline. Requires further
household baseline baseline baseline work for testing purposes as
formation large household numbers in model have
reduction not been adjusted in line with
on 2001 increased dwellings
Scenario 1 RSS 94,100 118,800 30,300 (net 127,500 Feasible as regards housing if
residual housing in) (net out) sufficient land can be identified in
growth large appropriate locations. Suggests high
55,600_for reduction job growth and high net in-
Cgmbndge on 2001 commuting, especially to Cambridge
City City
Scenario 2 RSS 91,400 116,500 30,400 (net 128,500 Feasible as regards housing if
Average housing in) (net out) sufficient land can be identified in
growth large appropriate locations. Suggests high
55,000_f0r reduction job growth and high net in-
Cambridge 5 5901 commuting, especially to Cambridge
City City
Scenario 3 103,500 125,900 30,400 (net 123,200 House building higher than in current
NHPAU lower in) (net out) East of England Plan but at rate
end range large achieved 2007/08 in Cambs — may
56,400_for reduction result in increased imbalances of
Cambridge 5 5001 housing & jobs within
City Cambridgeshire
Scenario 4 125,600 142,500 30,500 (net 112,500 House building significantly higher
NHPAU upper in) (net out) than previously achieved either
end range very large regionally or in Cambs; employment
58'000. for reduction figures a major challenge regionally.
gﬁybndge on 2001 High net in-commuting to Cambs
Scenario 5 GVA 115,800 146,700 33,700 (net 106,500 A significant uplift in both
growth at RES in) (net out) employment and housing growth as
targets, housing very large compared with current East of
unconstrained 59,500'for reduction England Plan; increased net in-
Cambridge 4 5001 commuting to Cambs
City
Scenario 6 GVA 94,300 129,600 43,700 (net 3,500 (net Goes further than other scenarios to
growth at RES in) in) very establishing ‘sustainability’ regionally
targets, housing large as net out-commuting is eliminated
constrained 59,500 for — raqyction by 2031. Employment growth is a
C_ambndge on 2001 major challenge when compared
City. with current East of England Plan
targets; very significant in-
commuting to Cambs and
Cambridge City
Source:
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5: Economic conditions & options testing
advice

This chapter firstly considers the impact of therent economic downturn on the delivery of

housing and job creation and looks at issues dfcpdar consequence for Cambridgeshire.
Secondly, it considers if alternative time perieds required for the scenarios to be effective
and proposes that some sensitivity testing of thenarios is carried out by OE using

alternative assumptions about recent employmemnttfro

The impact of the current economic downturn - overview

The OE model has been run to produce baseline@maso forecasts in early autumn 2008,
well after the ‘credit crunch’ had become a redtity before the collapse of confidence in the
banking sector in October 2008. The ‘profile’ of @aoyment growth indicated for the region
for the period 2008 through to 2010 shows stagnatisth only modest growth resuming in
2011. This profile is shared by the baseline fasera@nd all six scenarios. However, it is
assumed that the demand for dwellings continueggraw throughout this period; in
Cambridgeshire such net growth averages 4,0000@0% year between 2008 and 2012. At
the regional level, net new dwellings are fore¢ashcrease by between 25,000 and 30,000 a
year over this period.

The NIESR report on the UK economy, published"2®ctober 2008, reported that the
economic downturn became a recession in the thiedter of 2008. It forecast an overall
contraction of 0.9% in the UK economy in 2009, wilte recession expected to last four
qguarters. Only very gradual growth was anticipated®010. However other experts have
more recently predicted a deeper and longer-lastegpssion. The Bank of England
anticipates a 2% decline in GVA during 2009. Consurapending is expected to fall

throughout 2009 due to credit rationing and thee€Chixecutive of Barclays Bank anticipates
that lending will remain tightly controlled througitt 2010; ILO unemployment is expected
to breach 3 million in 2009, (up from 1.5 milliomthe summer of 2008 and close to 2 million
by November). The global recession expected in 20ill9be the worst that industrialised

countries have faced for more than 30 years.

Government figures show a steep decline in hougiagsactions and the Council of
Mortgage Lenders (CML) reported that total mortgageances fell to £14.6bn in November
2008, the lowest level since February 2002. Thi22%6 lower than in October and 51%
below the level for November 208 House prices have dropped by an estimated 10%%o 1
and a further reduction of at least 15% is antteigaduring 2009. Some commentators have
even suggested that prices could drop by 50% fl@mstimmer 2007 peak. Early signals in
October that housing market activity could be hgta floor have proved to be wrong.

" National Institute of Economic & Social Research
8 The Guardian newspaper,2December 2008
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It is possible that the sharp increase in unempéoytraould further destroy confidence in the
housing market and the reduction in Bank Rate loas/et fed through to widely-available
cheaper mortgage interest rates. Credit remaineragty difficult to obtain without a large
deposit. The CML expects repossessions to incrigase an estimated 45,000 this year to
75,000 in 2009 and the numbers of households aaesrto double, reaching 500,000. There
is no consensus on just how long the housing marikebe depressed; views of ‘experts’
range from one to several years.

There are many examples nationally, regionally ladlly of builders stopping work on new
housing schemes and even ‘moth-balling’ uncomplgiexgberties. It is considered that the
‘buy to let’ market, which accounted for 10% or nemortgages nationally in 2007, is
particularly affected. The prices of flats havenghed more than of other property types.

The recession and depressed housing market sutgéshe assumptions of the OE model
are optimistic for the period 2008 to 2011, esghbciaith regard to employment levels and
dwelling provision. Numbers of jobs are now expdcte decline, with unemployment

returning to or even exceeding the levels of thiyd®90s.

The impact on Cambridgeshire

The Cambridgeshire economy may prove to be relgtiasilient to the economic recession
but it will not escape. It is unlikely that publgector employment will be significantly
reduced over the short-term and some publicly-fdncipital infrastructure schemes may be
brought forward to stimulate economic growth. Samlil, publicly-funded bodies, such as the
universities and Research Councils, are also eggdotretain current levels of spending.

However, with consumer spending declining therd W an impact on retailing, leisure
services, catering and manufacturing. A declinegliobal trade will impact on freight
transport as well as retailing and wholesaling. Tosvnturn in the housing market has
already had a major impact on the constructionstrgtuthe reduction in housing transactions
will also have a negative impact on a wide rangebasinesses including estate agents,
solicitors, removals companies, building materiales and installations, suppliers of
electrical goods and house furnishings. Retailereltlosed and more closures are expected
in 2009.

A national downturn in manufacturing could impaeirticularly on South Cambridgeshire,
Huntingdonshire and Fenland where this sectorrangt Any companies supplying capital
goods to manufacturing will be particularly badly &s sharp falls in orders have already
been announced.

The decline in land values and house prices hasriianmt implications for the provision of
affordable housing. Around 70% of new affordableusing is currently provided through
S106 agreements. The financial viability of sitesiffected, including the infrastructure and
affordable housing which can be realistically pd®d. There will be increasing demands for
higher rates of Social Housing Grant and investnfemih the Housing & Communities
Agency (HCA) to support affordable housing and tonp-prime necessary infrastructure.
Any reduction in the affordable housing supply withpact on the total house building
programme.
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Further work is required on modelling the financigability of planned housing
developments in Cambridgeshire which include atibtd homes. This would help improve
understanding of the long-term impact of reduced kalues and property prices on potential
developer contributions to infrastructure and afédnle housing.

Options testing advice

It is our view that the future rate of growth inflaridgeshire will be determined primarily by
the prospects for employment growth rather tharsimgusupply. All baseline forecasts and
scenarios present an optimistic picture of emplaoywmgrowth, with the increase in the
workplace population outstripping the growth in roers of employed residents. To this
extent there is, consequently, a degree of flabiin the forecasts as regards the
achievement of higher housing targets (as compaitddthe current RSS). If the model's
basic assumptions are robust, Cambridgeshire aaxpdrience lower rates of employment
growth yet still maintain a high rate of new hobsdlding and a sustainable balance between
future workplace population and numbers of emplagsidents.

However, as discussed in Chapters 3 and 4, tharacertainty about the robustness of the
model’'s employment forecasts, especially with resp® Cambridgeshire. Conflicting
evidence exists with respect to levels of job gloexperienced in the period 2001 to 2007. If
the actual growth in the workplace population oWes period is accurately estimated by the
APS then it could prove more difficult to maintdingh rates of house-building in future,
(without generating net out-commuting). This is dese growth in the labour supply could
outstrip the local growth in employment.

We would advise that OE is requested to reviseasumptions in all the Scenario and
Baseline model runs for Cambridgeshire and theoredgo reflect APS-based workplace
population (and related employment) growth 2002@07. This would provide a valuable
sensitivity test.

Because of the uncertainty over such basic modmitéhas employment levels it is not
possible to provide an authoritative view as to tihee line over which different scenarios
might be realised. It is our view that the sceraidnich most closely align with the current
RSS housing and employment targets are most fealisbcenarios 1, 2, 6 and 3. In these
instances the 2031 targets may be delayed butlpyntire duration of the current recession.
The higher the forecast 2031 employment and housungbers, the more difficult the
challenge - and the longer the time span for aem®@nt.

Scenario 4 requires an additional 125,600 new hdmée built in Cambridgeshire between
2008 and 2031, 37%, or 34,200, more than the R&Sdwal’ Scenario 2, (91,400). If the
local economy, however, is only able to suppormmtiouation of current RSS new build rates
it would take 33 years to reach the Scenario detdigure — 2041. The new dwelling target
assumed by Scenario 5, (115,800 additional homegekba 2008 and 2031), would take 30
years to reach at RSS ‘residual’ build rates.
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Annex A: Cambridgeshire County Council’'s
forecasts

The following table summarises the key forecastspfipulation, labour supply, households
and dwellings for the period 2001 to 2031. In ortteenable comparison with the Baseline
forecasts and scenarios produced by Oxford Ecormrttie data is split 2001 to 2007 and
2008 to 2031, providing both total growth and agerannual growth.

Table A-1: Forecasts of key demographic & housing indicators for Cambridgeshire & Districts, 2001-
2007, 2008-2031, ‘000

Key indicators Cambridge East Fenland Hunts South Cambs
City Cambs Cambs County
Population 2001-2007 5.3 7.0 7.6 4.8 9.9 34.8
(annual average) (0.88) (2.17) (1.27) (0.8) (1.65) (5.8)
Population 2008 — 2031 42.4 8.9 15.9 9.5 58.6 135
(annual average) 2.77) (0.37) (0.66) (0.4) (2.44) (5.63)
Labour supply 2001-2007 3.4 4 4.2 3.4 5.3 20.2
(annual average) (0.57) (0.67) (0.7) (0.57) (0.88) (3.37)
Labour supply 2008-2031  17.5 0 3.7 -2.1 22.3 415
(annual average) (0.73) (0.0) (0.15) (-0.09) (0.93) (1.73)
Households 2001-2007 15 3.6 3.6 4.3 5.6 18.6
(annual average) (0.25) (0.6) (0.6) (0.72) (0.93) 3.1)
Households 2008-2031 20.4 8.2 114 13.4 31.4 84.8
(annual average) (0.85) (0.34) (0.48) (0.56) (1.31) (3.53)
Dwellings 2001-2007 3.0 3.9 4.1 3.6 4.7 19.3
(annual average) (0.5) (0.65) (0.68) (0.6) (0.78) (3.22)
Dwellings 2008-2031 19.7 9.0 12.0 13.1 331 86.9
(annual average) (0.82) (0.38) (0.5) (0.55) (1.38) (3.62)

Source: Cambridgeshire County Council Research Group

It should be noted that the labour supply forecastsderived from ONS national forecasts of
age/sex specific economic activity rates, calilstate local areas using 2001 Census
information. The rates assume no changes after aatléconsequently are unlikely to take
full account of the changes in the national Statesppn age for women or trends for people to
work past the State pensionable age. The labouplysuprecasts post 2016 should be
considered as a floor and could increase to theageeannual growth estimated for the period
2001 to 2007, (3,370, rather than 1,730).

The County Council’s forecasts basically continigSPbuild rates through to 2031. However,
they assume that by 2021 Cambridge City will bedadly ‘built-out’ and nil net migration is
assumed thereafter. The migration that might otserivave been expected in Cambridge has
been allocated, instead, to South Cambridgeshse2821.
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