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7 ECONOMIC-LED HOUSING REQUIREMENTS

7.1 As well as looking at demographic trends. when assessing housing need, the PPG outlines that

trends/ forecasts for employment growth should be considered.

7.2 The PPG indicates that employment trends and forecasts should be considered as part of the

assessment of housing need, setting out that:

"Plan makers should make an assessment of the likely change in job numbers based on
past trends and/or economic forecasts as appropriate and also having regard to the
growth of the working age population in the housing market area.

Where the supply of working age population that is economically active (labour force
supply) is less than the projected job growth, this could result in unsustainable commuting
patterns (depending on public transport accessibility or other sustainable options such as
walking or cycling) and could reduce the resilience of local businesses. In such
circumstances, plan makers will need to consider how the location of new housing or
infrastructure development could help address these problems. n

7.3 In this section we consider how migration in the HMA, and in different local authorities within it,

might be influenced by future employment growth (recognising that people move home to access ,.

employment, as well as for other reasons).

7.4 To consider potential economic performance in Runnymede and Spelthorne we have used

economic forecasts from Experian (Summer 2013). Experian projections provide a baseline

'projection' of economic performance for each Borough's economy based on:

• Expectations of future performance of economic sectors at a national and regional level,
taking account of macro-economic factors;

• Historical relationships between relative performance of economic sectors between the
Borough and the region holding true moving forward.

7.5 These forecasts were also used to inform the Enterprise M3 Housing Evidence Study. This

provides an indication of the expected job growth at a local authority level in the period to 2031

in 5-year tranches. It should be noted that this is a single projection and other assessment of

employment growth may provide a variation on the level of growth depending on the

assumptions held within them. This SHMA Report has not included a detailed assessment of~
economic growth potential in either authority.

7.6 One of the main limitations of the Experian projections is that they do not take into account

capacity for employment land in any local authority. While the macro-economic factors may

forecast a level of growth the local authority may not have the land of floorspace to

accommodate this growth. The PAS guidance on Objectively Assessed Need and Housing

Targets (June 2014) goes a little further stating that "In many cases this approach is deeply

flawed". Claiming that "at best, the process is logically circular: the population that it outputs,
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and the resulting assessed housing need, simply repeat the assumptions that were input at the

start. But generally the model is internally inconsistent, because the population that is output

does not equal the population that is input". However, we would argue that where this is the

case there is a need to uplift the level of housing to attract more workers to meet the jobs growth.

7.7 Against past performance the level of growth in total employment which we might expect varies

from Borough to Borough. The expected per annum growth rate between 2011 and 2031 in

Runnymede is 1.3% and in Spelthorne 1.5%. This is slightly higher to that forecast more widely

across the northern part of the LEP (1.2%). In comparison to the past trends in Runnymede for

the 2001 to 2011 period (3.6%) the expected growth is much lower. However Spelthorne

experienced a significant decline over the same period (-17,000 jobs), and the projections are

therefore Significantly higher than past trends (-3.4% per annum).

7.8 The analysis of the Experian projections shows a considerable and questionable variance from

past trends. Because of the difference there is a level of uncertainty, and the economic

projections should be tested further. The Councils have therefore committed to produce

assessments of economic growth as part of work on economic! employment needs. The .lIE

assessment of housing need may therefore require adjustment to take account of more detailed

evidence regarding economic growth potential. This may trigger a targeted review of the SHMA.

..

7.9 For the purposes of this report, the economic-led projections should be considered indicative on

this basis. Figure 87 shows the increase in the number of jobs expected from 2013 to 2033 with

data post 2031 being based on the average expected in the 5-years leading up to the end of the

forecast period (i.e. 2026-31). An estimate of jobs in 2013 has been taken from the midpoint of

the figures in each of 2011 and 2016. Over the 20-year period being used in the projections, an

increase of around 15,000 jobs is expected in both areas - this is an increase of about 23% from

2013 levels in Runnymede and 36% in the case of Spelthorne.

Figure 87: Forecast Employment Growth (2013.33)

- -. - .- • .............
Jobs (2013) 66,118 41,298
Jobs (2033) 81,166 " 56,334
Change (2013-33) 15,048 15,036
% change from 2013 22.8% 36.4%

Source: Experran

7.10 As well as studying job growth we can also consider commuting patterns to understand whether

or not the growth in the working population might be expected to be higher (or lower) than the

job growth figures. Both authorities form part of wider labour markets. To study this we have

looked at the relationship between the' number of residents in employment and the number of

~
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people who work in the area. Information about this is shown in Figure 88 and has been taken

from the 2011 Census.

7.11 The data shows that there are roughly the same numbers of people who live in the area (and are

working) as currently work in the area Oust over 90,000 in each instance). However, there are

notable difference between the areas with Runnymede being a significant importer of labour with

the opposite being seen in Spelthorne.

Figure 88: Commuting Patterns in Runnymede and Spelthorne (2011)

- -. - I- t -
Live and work in Borough 11,229 11,153
Home workers 4,914 4,902
No fixed workplace 3,382 4,190

Out-commute 21,460 30,239
In-commute 30,672 21,122
Total working in Borough 50,197 41,367
Total living in Borough (and working) 40,985 50,484
Commuting ratio 0.82 1.22

Source: 2011 Census

7.12 We have modelled that the commuting ratio remains consistent over time (maintaining 2011

levels). This is the main scenario run.

7.13 For comparative purposes, we have run a sensitivity analysis which models a 1:1 relationship

between growth in residents in employment and the growth in people working in the two

Boroughs. This still assumes a notable level of in-commuting to Runnymede in 2033 and out-

commuting in the case of Spelthorne, but to a lesser degree ...

7.14 As well as commuting patterns we can also consider that a number of people may have more

than one job (double jobbing). This can be calculated as the number of people working in the

area divided by the number of jobs - this has been calculated by combining the data for the two

local authorities. As of 2011 the Experian forecast estimated there were 103,320 jobs in the area

with Census data (above) suggesting that 91,564 people were working in the arsa. Hence a

'double jobbing' factor can be calculated as 0.89 (91,564/103,320). Such a figure is fairly typical

in other areas where we have carried out similar analysis.

7.15 Hence to work out the change in the resident workforce required to match the forecast number of

jobs we can multiply the commuting ratio by the amount of double jobbing and in turn multiply

this by the number of jobs - this is shown in Figure 89. Overall, the Experian forecast expects an

increase of around 30,000 jobs; if commuting patterns and levels of double jobbing remain the

same then this would require growth in the resident workforce of about 27,000 people (around
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1,350 per annum) across the HMA. The overall figures only vary slightly depending on the

commuting assumptions made but there is a notable difference between methods when

considering the two local authorities.

Figure 89: Jobs Growth and Change in Resident Workforce (2013-33)
'. . .. ~, L~ilillI..:..[:lim" :j.....UO[' In lRlDl· ~A-!oo

".'I.' • , . .. 1lWi1i:i lOTlK:l

(!EE,.' • • lei . ..r....'ln•• Ol· ·1mt1t9
Runnymede 15,048 10,888 544
Spelthorne 15,036 16,262 813

........ '.'. ;,;,:~:i,~~ • . . • • . • €mE ~.UC!I!):;.: .".
Runnymede 15,048 13,336 667
Spelthorne 15,036 13,325 666

Source: Expenan and 2011 Census

7.16 As well as studying commuting levels and double jobbing the analysis needs to consider how

economic participation and employment rates will change in the future. Although the past few

years have seen an increase in unemployment there have generally been increases in the

proportion of people who are economically active (particularly for females and people aged over

50). In the future we may see a continuation of these trends - particularly in relation to people

working longer (partly linked to pensionable ages) as well as a reduction in unemployment as the

economy moves further away from recession.

7.17 Predicting or projecting how employment rates might change in the future is difficult and there is

no standard methodology or accepted approach. However, it is possible to use data from

Experian to see what is expected by this economic model. Specifically, we have looked at the

expected number of local residents in the labour force (the economically active population) and

compared this with the adult population (taken from the Experian work to be the population aged

15+ which is very slightly different to the conventional measure which looks at the population

aged 16+). The methodology employed allows for a consistency of approach between

demographic modelling and the economic forecasts although it should be noted that the

overarching analysis has been carried out at a national level (and hence there could potentially

be more localised variations).

7.18 When applied to the demographic projections the data suggests that there will be relatively little

change in the employment rate in the future. In both areas there is expected to be a small

increase in this rate to about 2021 with a small decline thereafter. Whilst the modelling expects

there to be little change overall, this does imply increases in rates for many age/sex groups

given that much of the population growth is amongst the older population - older people typically

have much lower economic activity rates.

t
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7.19 Figure 90 shows how the employment rate is expected to change in the period to 2033 along

with a trend back to 2001 from data on the NOMIS website (Annual Population Survey and

Labour Force Survey data). The past trend data has been rebased for 2011 to be consistent with

the demographic projections - the demographic projections have used 2011 Census data to

provide a baseline of residents in employment. The analysis shows that the rate in the past has

been variable - this is likely to be due to the quality of data available at local authority level.

7.20 The rates shown in Figure 90 are derived from the 2012-based SNPP and it should be noted that

these change very slightly with different assumptions about population growth.

Figure 90: Past trends and projected change in employment rate - Runnymede and
Spelthorne
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Source: Derived from Annual Population Survey, Labour Force Survey, Experian
forecasts and demographic projections

7.21 The outputs from the economic based projection is as follows and shows that for the resident

workforce to increase in line with the forecast number of jobs would require 1,230 homes per

annum to be delivered.

7.22 The sensitivity analysis modelling a 1:1 relationship between growth in employment and labour

supply locally sees a slightly lower housing need (1,210 homes per annum), but we would

caveat these with a degree of caution in that there is no clear indication that it would be

reasonable to assume that commuting patterns will change. It is important to recognise the inter-

connectedness of the labour market across local authority boundaries, and influence of major

employment centres such as Central London, Heathrow and Guildford on the HMA. This means
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that assuming that all new residents will live and work in the Borough is not really a reasonable

assumption.

7.23 The modelling is in effect undertaken on a "policy off basis and thus assumes historical

commuting relationships persist. Any adjustments assumed to this ratio would need to be based

on a strategy seeking to address the alignment of homes and jobs, and be supported by clear

evidence that this is realistic.

Figure 91: Housing Need to support Employment Growth Forecasts, 2013-33
. • •• :t:lU·UIJ..... IilfiYi'II • •~ • ~rrlIilIf'1I[••"}:I
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Households
2013 33,566 33,566 40,325 40,325

Households
2033 43,258 44,771 54,258 52,330

Change in
9,693 11,206 13,932 12,005households

Per annum 485 560 697 600
Dwellings (per

508 588 722 622annum)
Source: Denved from Expenan Forecasts and Dernoqraphic Projections

7.24 The figure of 1,230 per annum is around 23% higher than the figure derived from the 2012-

based SNPP when adjusted to take account of market signals (1,002 per annum) and 42%

above the start point analysis prior to constrained household formation being accounted for (i.e.

when modelling on the basis of 2011-based headship rates).

7.25 There are a number of caveats to this, firstly and perhaps most importantly the level of job

growth has not been tested against potential employment land supply. If for example the

Borough does not have the necessary land supply to accommodate this growth then the

economic-led housing need might need to be reconsidered. Conversely by not delivering the

housing needed to meet the economic needs there may be constraints to economic growth as

employers struggle to fill vacancies. These issues may warrant further consideration.

7.26 There are also a number of potential changes to commuting patterns linked to wider growth in

London and Surrey. At present we see that workplace earnings in both Boroughs are higher than

residents' earnings. However the commuting analysis equally shows a strong relationship in

economic terms to London.
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7.27 Through the recession commuting from London to the South East has reduced. However with

ambitious growth planned in the capital and continuing housing affordability issues, it would

seem likely that we could see an increase in in-commuting into the capital moving forwards.

7.28 Another key factor in longer term migration patterns in Runnymede and Spelthorne is the future

of Heathrow. With considerable numbers commuting to the airport from the Borough any

significant changes to the operation of the airport will have a significant impact on local

employment (and housing demand).
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