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FUNCTIONAL HOUSING & ECONOMIC GEOGRAPHIES

The 2017 Leicester and Leicestershire HEDNA? assessed and considered what Housing Market
Areas (HMAs) and Functional Economic Market Areas (FEMAS) the Leicester and Leicestershire
authorities sat within. The main analysis was set out in Appendices 1 and 2 therein and addressed

the key indicators set out for defining such areas in Planning Practice Guidance.?

This Appendix reviews the latest evidence to consider whether the conclusions drawn regarding
these functional geographies in the 2017 HEDNA continue to hold true. The approach adopted
recognises that the definition of these areas typically draws on Census data on migration and
commuting flows and self-containment, and that data from the 2021 Census on these dynamics is

not available at the current time.

What are Housing & Functional Economic Market Areas?

A housing market area is a figeographical ar e
all types of housing, reflecting the key functional linkages between places where people live and

wor K. o

A functional economic market area is intended to relate to the geography of commercial property
markets having regard to issues such as areas with a common identity, and areas of search for
premises having regard to factors such as labour market catchments and infrastructure. It can be
understood as an area with mutual locational characteristics within which businesses will look for

property and where new developments might compete to secure tenants/ occupiers.

The intention in planning policy/guidance is typically that single HMA/ FEMA areas will be defined;

and it is commonly understood that these are likely to be fairly well aligned.

HMA and FEMA boundaries do not stop and start at administrative boundaries. However it is often
commonplace (and practical) to define them using local authority boundaries. This is because many
of the key datasets used in assessing housing and economic development need (such as the
household projections and economic forecasts) are only published at a local authority level. In many
areas, a pragmatic response has therefore been to define HMA/ FEMA geographies at a local

authority level. These issues were touched upon in the Planning Advisory Services (PAS) Technical

1 https://www.nwleics.gov.uk/pages/housing_and_economic_development_need_assessment_hedna

2 See https://www.gov.uk/quidance/plan-making

® PPG ID: 61-018-20190315
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1.7

1.8

1.9

1.10

Advice Note on Objectively Assessed Housing Need and Housing Targets (July 2015) which
conclude d t ihisabest ifHMAS, as defined for the purpose of needs assessments, do not straddle
local authority boundaries. For areas smaller than local authorities data availability is poor and

analysis becomes impossibly complex.. ©
However in reality there will be instance different sub-market geographies or geographies which are
more appropriate to different economic sectors. Iceni has sought to have regard to these factors 1

and cross-boundary interactions/influences beyond Leicestershire - in this report where appropriate.

The 2017 HEDNA Findings

The 2017 HEDNA examined the extent of the housing and functional economic market areas in great
detail. It considered national research on housing market geographies across England led by the
Centre for Urban and Regional Development Studies (CURDS) at Newcastle University for Central
Government which identified that the majority of Leicestershire (including its main towns) fell within
a Leicester-focused Housing Market Area as well as research at a regional level across the East
Midlands which had drawn similar conclusions. It then interrogated house price variation, house price
growth, migration flows and self-containment (using 2011 Census data), commuting flows/
relationships and the ONS-defined Travel to Work Areas (again using 2011 Census data). The report
confirmed that the study area, covering the County of Leicestershire together with Leicester City,

was a reasonable approximation for the HMA, concluding:

fithere i s a J{eantgilment e eecésterahd Laicedtefshire. We consider that there
is a single housing market centred around the City of Leicester but covering the entire study
area. That said, functional market areas clearly do not precisely fit to local authority boundaries;
and at the borders of any area which is defined there are often interactive links mainly with the

adjoining areas. 0

A o0BHeasttd housing mar ket area based on | ocal aut hor |

of the Leicestershire authorities. The Study however identified housing market inter-relationships
with some surrounding areas including between parts of NW Leicestershire and South Derbyshire;
between parts of Melton and Rushcliffe in Nottinghamshire; and with Nuneaton and Bedworth in

Warwickshire.

The HEDNA similarly defined a Leicester and Leicestershire Functional Economic Market Area
(FEMA) reflecting strong economic relationships between the City of Leicester and Leicestershire
and high commuting self-containment within the area, the LEP geography (which was established in
2010 to reflect functional economic boundaries) and coordination of wider administrative functions at
this level, the retail hierarchy and role of Leicester City Centre and Fosse Park as higher order

centres which attract shoppers from across Leicestershire, as well as the concentration of




|l ei sure/ cultural facilities in Leicester (and to

infrastructure was also considered with many primary routes originating or terminating in Leicester.

1.11  The analysis did however note some leakage of retail expenditure to surrounding cities such as
Nottingham, Peterborough and Derby as well as Birmingham. It also noted the existence of the
|l ogistics 6Golden Triangl ed f owaysewhichbincludeshparts 84 1, M

Leicestershire as well as Warwickshire.

1.12  The migration and commuting flow and self-containment data used in the 2017 HEDNA was largely
drawn on the 2011 Census which has not been updated therefore this element of the analysis has
not been reviewed herein as the analysis in that report remains up-to-date. This is commonly an
important component of defining HMA/FEMA boundaries. The approach in this Assessment has
therefore been to consider more recent data, where available, and to test whether the 2017 HEDNA

findings hold true.

Reviewing the Housing Market Geography

1.13  The migration and commuting flow data used in the 2017 HEDNA was largely drawn on the 2011
Census which has not been updated therefore this element of the analysis has not been reviewed
as the analysis in that report remains up-to-date. We have however herein sought to updated the
analysis in relation to house prices and house price change. It is also possible to look at migration
trends from more recent ONS data between local authority areas (although this does not include

movements within a local authority therefore it is not possible to calculate self-containment rates).

Migration Flows
1.14  The ONS provides annual data on internal migration flows (both in- and out- migration flows) which
is informed by a range of official datasets including NHS GP registrations data (which records when

people change their GP).

1.15 We have sought to appraise gross migration flows (the sum of flows in both directions) between
areas to understand the relative strength of housing market interactions between different local
authorities. We use gross flows to understand the strength of the migration relationship between
areas, and then benchmark them against the combined population size of the two local authorities
to understand the relative strength of links. This recognises that two larger authorities will have a
larger absolute flow than smaller authorities. The table below shows the top five flows for each of the

study area authorities.




Table 1.1 Top Gross Migration Flows with Leicester and Leicestershire per 1,000
Population
‘ 1st 2nd 3rd 4th 5th
Oadby & Hinckley &
Wigston Charnwood Harborough Bosworth
Leicester (99.2) Blaby (74.8) (73.4) (30.1) (27.0)
Hinckley & Oadby &
Leicester Bosworth Wigston Harborough Charnwood
Blaby (74.8) (66.5) (51.5) (47.2) (28.6)
Hinckley &
Leicester NW Leics Bosworth
Charnwood (73.4) (46.6) Blaby (28.6) (27.5) Melton (23.7)
Oadby & Leicester Kettering Daventry
Harborough | Blaby (47.2) Wigston (44) (30.1) (28.2) (20.8)
Hinckley Nuneaton &
and NW Leics Bedworth Charnwood
Bosworth Blaby (66.5) (37.8) (37.7) (27.5) Leicester (27)
Charnwood Rushcliffe S. Kesteven Harborough
Melton Rutland (32.6) (23.7) (22.1) (21.2) (7.7)
Hinckley &
S. Derbyshire Charnwood Bosworth Rushcliffe Leicester
NW Leics (64.5) (46.6) (37.8) (17.5) (14.2)
Hinckley &
Oadby and Leicester Harborough Charnwood Bosworth
Wigston (99.2) Blaby (51.5) (44) (13.5) (9.6)

Source: Internal migration - Matrices of moves between local authorities year ending June 2019 (Red

= External to study area).

1.16  With the exception of Melton and NW Leicestershire, analysis of the latest migration flow data shows
the strongest relationship in six of the study areas eight local authorities is with another authority in
the study area. In addition only Melton has a relationship with Leicester outside of it top 5
relationships (seventh).

1.17 Inthe case of Melton, as illustrated in Figure 8 of the 2017 HEDNA Appendix, with the exception of

Charnwood its major flows have always been with external local authorities. If in and out migration
are looked at in isolation the largest in flow is from Charnwood. Rather than suggesting that Melton
is in a different HMA this would reconfirm that is on the edge of a Leicestershire HMA but has some

relationships with areas external to it.




1.18 A similar assumptions can be made about North West Leicestershire which in gross terms has its
strongest relationship with South Derbyshire which was also previously the case (see Figure 8 of
2017 HEDNA Appendix). Again If in and out migration are looked at in isolation the largest in flow is
from Charnwood. South Derbyshire is closely linked to Derby City to the extent that some of the

Citybés urban extensions fall within South Derbyshi

1.19 The 2017 HEDNA also tested the self-containment of a combined North West Leicestershire DC and
South Derbyshire DC area. This calculated a self-containment rate of is 64% for in-flows and 66.5%
for out-flows (when long distance moves were excluded). Thus the area was not considered as a
HMA on its own right.

1.20 Overall this information has not changed significantly enough since the 2017 HEDNA, therefore
suggesting that the extent of the HMA has not changed either.

House Prices and House Price Change

1.21  The PPG indicates that when identifying HMAs t he fir el a wédem moasing gemamd and
supply across different | ocations, using house pri
considered. It goes on to say that Athis should id

compared to surrounding areas.o

1.22 The map below examines the cost of housing in Leicester and Leicestershire and clearly
demonstrates an urban/rural divide which also reflects the size and type of homes being sold i with

typically a higher proportion of sales of smaller properties in urban areas.

1.23  The data clearly shows higher house prices in Harborough and some rural parts of Melton District in
comparison to the other local authorities in the study area. Leicester has lower house prices that
other parts of the study, again this can at least in part, be attributed to the housing mix in the City.




Figure 1.1: House Prices - Heatmap (2020)
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Il £150,000
[ £200,000
[ £250,000
[ £300,000
[T~ £350,000
=9 £400,000
I £450,000
Leicester & Leics

Source: HM Land Registry, 2021

1.24  The table below analyses house prices by type (to account for the difference in sales profile) by local
authority. House prices are generally similar, sitting in a band between the regional and national
average for most house types, with the exception of Harborough which commands higher house

prices. Values in the south of the county are higher than in the north.

Table 1.2 Median House Prices by Type, Year to Sept 2020

Detached Semi- Terraced Flat/
Detached Maisonette

Harborough £369,950 £237,000 £209,750 £153,000
Oadby and Wigston £346,250 £220,000 £165,000 £108,500
Charnwood £323,750 £211,000 £170,000 £126,000
Blaby £297,000 £210,000 £175,000 £135,000
Leicester £306,250 £200,000 £168,000 £115,000
Hinckley and Bosworth £310,000 £192,425 £155,000 £107,500
Melton £310,000 £185,000 £152,250 £139,000
North West Leicestershire £294,995 £186,500 £146,000 £131,000
East Midlands £282,000 £180,000 £150,000 £117,000

England £350,000 £223,000 £195,000 £216,000
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Source: Derived from ONS Small Area House Price Statistics Dataset 9

The map below examines house prices in 2015 as used in the 2017 HEDNA. These prices have
been adjusted by house price inflation to allow for fairer comparison to the map above. Overall it
would appear that house prices in the study area have risen at a rate above inflation (i.e. in real

terms), particularly in Melton, over the 2015-20 period.

However broadly a similar patterns emerges of the housing price geography across the study area
with Harborough having higher house prices and Leicester having the lowest house prices. This

would suggest that the HMA boundaries have not significantly changed.

Figure 1.2: House Price Heatmap 1 Inflation Adjusted (2015)

2015 Adj. Heat Map
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This also applies to neighbouring areas with the major cities of Birmingham, Coventry, Nottingham
and Derby having lower house prices in both 2015 and 2020. The same can also be said of smaller

settlements in Corby and Kettering to the South East.

Areas of higher values are also consistent including Daventry, Rutland and Lichfield. This would
again suggest that the wider area house prices and HMA boundaries, by this measure at least, have

not changed.




1.29

1.30
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The table below shows house prices changes by local authority over the last 5 and 10 years. We
again see a general similarity in the value growth, albeit that Harborough and Oadby and Wigston
stand out as having seen comparatively stronger house price growth. Both of these authorities

however show strong migration relationships to Leicester and other Leicestershire authorities.

Table 1.3 House Price Growth in L&L Local Authorities

I A L

Leicester £50,000 £60,000
Blaby £49,000 £76,000
Charnwood £50,000 £73,750
Harborough £59,998 £89,998
Hinckley and Bosworth £35,000 £50,003
Melton £42,000 £59,000
North West Leicestershire £47,500 £77,500
Oadby and Wigston £66,500 £83,525
L&L HMA £51,499 £73,101
East Midlands £39,950 £56,950

Source: Derived from ONS Small Area House Price Statistics Dataset 9

Drawing the Evidence Together i HMA Geography
The evidence presented herein presents no clear evidence to that the HMA boundaries have
changed. This evidence should also be read alongside that within the Appendix of the 2017 HEDNA

which shows:

1 Silver-Standard HMA Boundaries produced by the Centre for Urban and Regional Development

at the University of Newcastle identified a single HMA which covered the study area;

1 The vast majority (in population and land mass) of the Study area within Leicester Travel to Work

Area as defined by ONS including the main towns; and

1 Leicester and Leicestershire achieved self-containment rate of over 90% when long distance

moves are excluded.

The ONS Travel to Work Area geography is set out below and shows that the main market towns
across Leicestershire all fall within the Leicester TTWA. In North West Leicestershire, Castle
Donnington is shown as on the boundary between the Leicester and Derby TTWAs, with Appleby
Magna and Measham relating more towards Burton-on-Trent. In Melton Borough, the rural east of
the District including Bottesford is shown as within a Grantham-based TTWA. Some rural settlements
in the south-west of Hinckley and Bosworth District are shown relating more towards Coventry or

Tamworth.
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Travel to

{ Work Areas (2011)

[ Birmingham

[7] Burton upon Trent

] [I Corby

[ Coventry

[ Derby

[ Grantham

i [ Huntingdon

{0 Kettering & Wellingboro'
/Il Leicester

B Northampton

Il Nottingham

Il Peterborough
Wolverhampton & Walsall [}

Source: ONS 2011-based Travel to Work Areas

Therefore we are content that the &ébest fitéo
coterminous with the study area. That said, functional market areas clearly do not precisely fit to
local authority boundaries; and at the borders of any area HMA there are often links with the adjoining

areas as identified.

Whilst these conclusions are influenced 2011 Census patterns (and evidently the current pandemic
could have a longer-term impact on working patterns) it is the best comprehensive information
currently available. However it means that as and when more up-to-date data is published, such as

from the 2021 Census, it would be appropriate to revisit these findings.

It will be therefore important for the Councils to continue to liaise with surrounding authorities on
strategic planning matters including a discussing any issues associated with unmet housing needs
which cannot be addressed within Leicester and Leicestershire or arise (and cannot be met) in
surrounding areas with which there is a strong connection.

Reviewing the Functional Economic Market Area Geography

There are a range of administrative and economic organisations which are structured around a

Leicester and Leicestershire geography including the Local Enterprise Partnership, the county

HMA



administrative boundary, the Police and Fire and Rescue Service, the Leicestershire Partnership
NHS Trust and the Clinical Commissioning Group (which in addition includes Rutland). It has
commonly been recognised as the relevant Housing Market Area; and transport planning has also
been coordinated at this level with Leicester City and Leicestershire County working together to

define and coordinate strategic transport priorities.*

1.36 However to confirm the FEMA geography, Cambridge Econometrics have undertaken some further
work to examine economic inter-relationships. This draws on a recent methodology developed by
CE and academic collaborators devised a new, more robust and accurate means of capturing the

true underlying spatial patterns of economic activity using LSOA-level data.

1.37 Using LSOA level employment data, a map has been constructed of the distribution of economic
activity within the central Midlands in 2020, centred around Leicester. We classify LSOAs with
employment density < 100jobs/sgkm as il ow density o (shown i nl00®i gur e
jobs/ sqgkm as fAmedium densityd and >1000 jobs/sqgkm
located on the eastern fringe of a polycentric ring of medium-large cities spanning the East and West
Midlands.

1.38 The economic geographical context of Leicester is asymmetric, with a less populated, more rural
expanse to the east of the city. The countyds eco

areas, most notably Nottingham to the north and Coventry to the south.

4 Leicester and Leicestershire Strategic Transport Priorities 2020-2050

https://www.leicestershire.gov.uk/sites/default/files/field/pdf/2020/11/23/L eicester-and-Leicestershire-Strategic-Transport-

Priorities-LLSTP.pdf

10
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Figure 2.4: High Density (Black), Medium Density (Greg) and Low Density (White) Employment

Areas in the Central Midlands
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Source: Cambridge Econometrics

By classifying these aggregations of medium density employment according to total job numbers, we
are able to identify that Leicester is the 13th largest such area in Britain. The Leicester medium
density employment zone is shown in the figure below, extending to the north and south west of the
city, along with all other aggregates of over 10,000 total jobs. The solid block colours (in orange for

Leicester) are the separate aggregations of employment density of above 100 jobs/sgkm.

Also demarcated in matching outline are the surrounding commuting zones: this is the area within
which 25% of the employed residents commute into the associated employment zone. This is a

useful guide as to the dimensions and geography of the Greater Leicester FEMA.

The Leicester commuting zone forms a rough ring around the City, where it overlaps with Coalville,

Melton Mowbray, Market Harborough, Nottingham, Coventry and Rugby.

To the east of Leicester is a rural area with no sizeable economic aggregates of above 10,000 total
jobs. Economic reality tends to be fimessyo i

11



1.43  As smaller settlements, Coalville, Melton Mowbray and Market Harborough can be thought of as
satellites of the main Leicester hub, whilst Nottingham and Coventry are better characterised as
neighbouring hubs.

Figure 1.5: Medium Density Cores (Solid) and Commuting Zones (Outline) in the Central East
Midlands

Source: Cambridge Econometrics

1.44  The analysis thus reinforces the 2017 HEDNA findings of a Leicestershire FEMA with a central City
and wider hinterland; with market towns sitting i Coalville, Melton Mowbray, Hinckley & Burbage and
Market Harboroughi s i t t i ng wi t hi n ¢nbeiagpearslioeaisacestent &cross she A5n f | u
to Nuneaton. However Lutterworth is shown as relating more strong towards Rugby; and Castle
Donnington/Kegworth towards Nottingham.

1.45 We can zoom into the Leicester Commuting Zone to identify the underlying structure of high-density
employment. We can identify 10 aggregates of high-density employment activity of greater than 5000
total jobs within the county boundary: these are labelled below. Leicester City is the largest aggregate

of high-density activity with 112,000 jobs (19th largest in Britain). There are then edge-of-city

12



employment clusters in Enderby, Wigston and Thurmanston, along with 6 other high-density cores

within the wider county, the largest of which is Loughborough.

Figure 1.6: High Density Cores (Solid) and Commuting Zones (Outline) in Leicestershire

TG T A TN T et T O P S

Source: Cambridge Econometrics

1.46  The analysis confirms that the Leicester and Leicestershire area remains a good approximation for
the Greater Leicester FEMA albeit that there is some overlap and inter-dependence in the north and

west:

1 In the north of the county there is some overlap along the M1/ A6 towards Nottingham which

includes areas around East Midlands Airport and Castle Donnington; and

1 In the west of the County, there is some overlap down the M69 and A5 with the Coventry &
Warwickshire FEMA.

13



1.47

1.48

1.49

In addition the evidence indicates that the north-eastern part of Leicestershire, beyond Melton
Mowbray and including settlements such as Bottesford, are less well integrated into the Leicester
economy, with relationships towards Grantham and Nottingham.

Strategic Distribution Market

Whilst the above analysis represents an appropriate definition of the FEMA for economic activity
overall (across sectors), it is important to recognise that there are different locational considerations
which influence different types of economic activities. Of particular importance to this sub-region,
given its economic structure and broader locational characteristics, is warehousing and strategic
distribution.

Planning Practice Guidance recognises that he logistics industry plays a critical role in enabling an
efficient, sustainable and effective supply of goods for consumers and businesses, as well as
contributing to local employment opportunities, and has distinct locational requirements that need to
be considered in formulating planning policies (separately from those relating to general industrial
land). Strategic facilities serving national or regional markets are likely to require significant amounts
of land, good access to strategic transport networks, sufficient power capacity and access to
appropriately skilled local labour. Where a need for such facilities may exist, strategic policy-making
authorities should collaborate with other authorities, infrastructure providers and other interests to

identify the scale of need across the relevant market areas.

14



1.50

Figure 1.7: Wider Logistics Golden Triangle Geography

These issues have been considered as part of the 2021 Warehousing and Logistics in Leicester and
Leicestershire Study which identifies an integrated distribution market which includes 21 local
authorities extending along the M1 from Milton Keynes to Nottingham and across to Birmingham.
The prime location within this area i the core Golden Triangle 7 stretches from Leicester to Rugby
and Coventry. This geography reflects the areads

and rail connectivity (with most major population centres within a 4.5 hour drivetime).
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