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Market renewal pathfinders

Market Renewal Pathfinders are partnership led projects set up by the former
Office of the Deputy Prime Minister (ODPM) in April 2002 to take forward new
approaches to tackling low demand housing and abandonment in parts of the
North and the West Midlands.

The areas cut across local authority administrative boundaries, with the
expectation that the partnerships established to manage the pathfinders will
involve all relevant stakeholders in developing strategic plans for their whole
housing markets.

In addition to taking a market-focused approach, partnerships are expected to
ensure that all the complementary requirements of sustainable communities,
such as good quality public services, design, and community engagement are
also addressed.

Submissions

Pathfinders were required to prepare an initial prospectus, setting out their
strategy, for approval by the former ODPM. The Gateway Hull and East Riding
prospectus was submitted in November 2004. Following independent scrutiny of
the prospectus by the Audit Commission, funding was awarded to Gateway by
ODPM in March 2005, with recommendations from the scrutiny report included in
the final funding agreement. The first scrutiny report dated March 2005 can be
downloaded from the housing section of the Audit Commission's website at
www.audit-commission.gov.uk.

The initial funding awarded in March 2005 covered the period to March 2006. To
access the next round of government funding up to March 2008, pathfinders were
invited to produce an update to their original scheme, again subject to
independent review by the Audit Commission. This strategic review report
comments on the proposals set out in the pathfinder’s scheme update and also
refers to findings from the ongoing work undertaken by the Audit Commission
with the pathfinder. In common with the pathfinder’s update, this strategic review
provides a more concise commentary than in the previous funding round and
builds on existing knowledge. Accordingly, this second-round strategic review has
been structured to focus on areas of risk and of added value, under six common
headings.

The summary of the report includes the key recommendations for action by the
pathfinder that are made to the Gateway partnership. The partnership has a
collective responsibility to make a specific and effective response to these
recommendations. The Audit Commission will formally measure progress through
ongoing work with the pathfinder.

Gateway Hull and East Riding
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The Pathfinder area

There are nine housing market renewal pathfinders in total. The Gateway Hull and
East Riding Market Renewal Pathfinder is situated on the Humber estuary, 55 miles
east of Leeds. The pathfinder’s intervention area — where it can potentially spend
Housing Market Renewal (HMR) funding — is the whole of the city of Hull, which
extends in an approximate four mile radius from the city centre. This area is
surrounded on all sides by the East Riding of Yorkshire, with those parts of the East
Riding situated within the Hull travel to work area known as the pathfinder’s
strategic area. As the boundaries of the city of Hull are drawn very tightly around
the urban area of the city, the surrounding parts of East Riding play an important
role in the economy and housing market of the city. The population of the East
Riding strategic area has increased as quickly in the last three decades as the
population of the city of Hull has declined, indicating a pattern of local migration
from the city out to its suburban and rural hinterlands.

Hull within its regional context
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The population within the City of Hull declined by 5.6 per cent between 1994 and
2004, although 2004 saw a small net increase in population. This was influenced by
recent immigration from EU accession states. Overall, however, the city contains a
very small proportion of people from ethnic minorities of around 3 per cent.

The city is characterised by low average incomes, with the average weekly wage of
Hull residents £350 in 2005, compared with the regional and national averages of
£400 and £438 respectively. Unemployment rates have been at around 8 per cent
for the last five years, which is high relative to the regional average of around

4.5 per cent. There are concentrations of severe deprivation within the city, and in
overall terms Hull is the ninth most deprived local authority area in England.

The housing stock within the city is characterised by a much higher proportion of
terraced houses and far fewer detached houses than the national average. Over
27 per cent of residents rent their homes from Hull CC, compared with a national
average of 13 per cent of homes rented from local authorities, and in Hull only
52 per cent of households are owner occupiers, compared with 69 per cent
nationally.

Gateway Hull and East Riding
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Average house prices in Hull are very low compared with national averages, with
the average price within the city around £80,000, rising from around £40,000
between 2001 and 2005. The average house price in England and Wales rose from
£120,000 to £195,000 in the same period. Significantly, the average house price in
the East Riding of Yorkshire in 2005 was around £155,000, nearly double the
values within Hull. The number of vacant homes in the city has come down from
9,000 to 7,000 between 2002 and 2005, although numbers are rising slightly again.
Importantly, the number of vacant public sector homes is down below 1998 rates,
but private sector vacancies are at their highest ever rate with an especially high
rise between 2004 and 2005.

A number of quality of life issues significantly affect the local housing market. In
particular, the performance of local schools in Hull has been much worse than
those in East Riding, although there have been recent improvements. In 2005,

44 1 per cent of Hull school children achieved five or more GCSE passes at Grade
C or above, compared with 56.3 per cent nationally and 61.2 per cent in East
Riding. There are also major variations within the city itself. Crime rates in Hull have
also been improving, but remain high — for example burglary rates are at double
national averages and treble the rates found in East Riding.

The pathfinder sees its task as transforming the local housing markets to create
places of distinction with a greater diversity of residents and strengthened local
economy. It has defined priority neighbourhoods within the city for phased planning
and intervention over the next four years. The focus of most investment, especially
in the next two years, is in the Priority Neighbourhoods Group 1.

The Hull City Council area and Gateway pathfinder priority
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Some key statistics

House Price Change 1996 — 2005
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Population Projections 2003 — 2028
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Summary

The pathfinder has added significant value through its work on market intelligence
and its strategic responses. The drivers of the local housing market are well
understood, with high quality information on the key factors influencing the market
and how they have changed over time. The pathfinder’s strategic objectives
reflect this understanding, and the programme has been developed through a
logical process of assessing a range of options for the shape of the programme.
There is a spatial concentration of investment for the next four years that focuses
HMR funding on areas where the need for intervention is well demonstrated.

There remain, however, significant risks because of continuing uncertainty about
the future level of housing demand within the city. The pathfinder’'s assumption of
static future household growth is not consistent with its long term strategy,
although the short term programme should not pose a threat, and there are
proposals for monitoring market changes. While there is a plan for the phasing of
limited investment by Hull CC to achieve the Decent Homes Standard, there are
no plans for how the long term sustainability of the majority of Council owned
homes outside pathfinder priority areas will be understood and how any changes
will be implemented. Gateway is unspecific on the general outcomes that the
pathfinder intends to achieve as a direct result of its strategy and investment in
the local housing market; there is an insufficiently clear view of the particular
housing offers to be created within each part of the pathfinder area and how
these combine to attract different target residents across the city. Detailed master
planning is yet to be initiated in priority areas to provide a physical framework for
action by the pathfinder and its partners, including an understanding of the
housing densities required. The pathfinder is at an early stage of planning to
ensure that new developments achieve high design quality.

The pathfinder has added significant value to the strategic alignment between its
programme and policies of other regional and local agencies. It has influenced
the development of the critical Regional Spatial Strategy so that it supports the
pathfinder’s strategy. It has played a significant role in developing local economic
strategies, and its role in leading the formation of a spatial strategy for the city
has been very valuable. The pathfinder has helped to establish confidence for the
Housing Corporation to begin to invest in new affordable housing in the city.
There has been close liaison with the Building Schools for the Future programme
and the city’s new Community Strategy sets out ambitious targets for the
improvement of a number of aspects of quality of life that are critical to successful
housing market renewal.

Gateway Hull and East Riding
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However, a high level of risk remains because an economic development
strategy and action plan for the sub-regional economy that will clearly deliver
improving economic performance is yet to be completed. The new Community
Strategy’s targets are yet to be backed up with action plans showing how the
desired improvements will be achieved, and the role of Gateway in influencing the
priorities for investment in complementary service improvements seems to be
limited. The City Council’s move to the delivery of substantially more local
services through Area Partnerships is an opportunity for improvement but
presents a short term risk of disruption of service provision and lack of
co-ordination with the pathfinder. Some key planning strategies are still at an
early stage of development, including a green space strategy that would guide
Gateway’s investments and provide a context for its master planning, and a policy
on planning gain that would support the pathfinder’s investment in new
developments.

Gateway has added moderate value through implementation of its programme.
Local people have been extensively consulted on the plans for the next four years
set out in the scheme update submission, with clear support for proposals in each
priority area from local residents. Despite problems in the early part of the
2005/06 financial year, expenditure and output targets were achieved. The
pathfinder has also responded satisfactorily to Audit Commission
recommendations. Basic procedures for project approval and financial
management have been codified and risk management by Gateway has ensured
that key delivery problems have been identified and addressed during the latter
part of the financial year.

There remain, however, some high risks to implementation of the forthcoming
pathfinder programme. The proposed programme for the next two years is double
the size of that in the first year. There are currently no firm proposals for how
delivery of the proposed programme will be structured and there is a need for
new arrangements to have a clearer management structure and be better
resourced than delivery to date. Project, programme, and risk management by
delivery agents has been poor, relying on intervention by the Gateway team to
deliver the initial programme. The delivery of some new interventions, such as
neighbourhood management and equity loans, will come to the fore as the
programme develops, but the pathfinder is yet to set up consistent delivery and
performance management arrangements.

The pathfinder has added significant value through its governance arrangements.
The Board has developed into a body that has been well engaged in determining
strategic priorities and has been responsive in its oversight of the delivery of the
pathfinder programme. Protocols have been established to define the roles and
responsibilities of the pathfinder Board relative to those of Hull CC. The
pathfinder is accountable to local people through Hull CC and locally through
Area Partnership Boards.

Gateway Hull and East Riding
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High risks are associated with the pathfinder’s governance because of the
proposal to merge governance and delivery of the pathfinder programme with that
of other capital regeneration programmes in the city. In principle, this may help to
achieve better integration of investment, but because the detailed structure is yet
to be determined, there is also a possibility that the focus of pathfinder investment
will be dissipated, that the balance of representation of different partners will be
lost, and that recent improvements in the pathfinder’'s governance and delivery
performance will be undermined. Developing City Plus proposals must ensure
that they address these potential risks.

Gateway has added moderate value through its approach to value for money.
Robust processes have been used for the assessment of options for action in at
least two of the priority areas, demonstrating that the preferred actions are the
most cost effective for delivering pathfinder objectives. Gateway has used a
sophisticated financial model to draw up its programme and has developed well
informed assumptions on costs. Procurement processes have been developed,
especially through the continuing process of selecting lead developer partners.
The pathfinder is planning to reduce significantly the proportion of its funding that
it spends on operating costs although the pathfinder’s efficiency statement and
capital receipts re-cycling policy both require further development.

There remain some significant risks associated with the pathfinder’s approach to
value for money. Assumptions of potential future pathfinder funding are
unrealistic — the proposed long term programme would require a massive
increase in funding which the pathfinder is very unlikely to receive. Current
proposals for the use of HMR funding on neighbourhood management and
refurbishment are undeveloped, with little demonstration of how they will offer
value for money. There remain a number of key elements of the lead developer
agreements that are still to be worked out. Levels of public sector leverage are
quite limited and there is a risk of substitution of investment by Hull CC through
the pathfinder meeting the cost of the demolition of defective homes for which the
Council has held a long standing liability.

The pathfinder has added moderate value to its programme through the
development of new learning and innovation. It is open to learning from the
approaches taken in other cities, and has brought forward a number of ways of
working that are new to Hull, even if not new in the national context. Aspects of
innovation include the development of neighbourhood profiling, the ambitious
approach to developer procurement, and the pathfinder’'s work on a spatial
strategy for the city. The pathfinder has established a useful system for
monitoring changes in the local housing market.

There remain some moderate risks, with the pathfinder and its partners
inexperienced in some aspects of private sector renewal, such as determining the
most cost effective approaches to refurbishment. Despite setting out sound
principles for evaluating its programme, Gateway is yet to establish a mechanism
for measuring the effectiveness and impact of projects and the programme as a
whole. Although the programme is at an early stage, this will be critical for
developing and refining the pathfinder’s strategy and investment policies.

Gateway Hull and East Riding
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Recommendations

Recommendations

R1

R2

R3

R4

The pathfinder should further develop its market renewal strategy by
establishing:

e arrangements for the ongoing monitoring of local economic
performance and household change;

e a better understanding of the residential density required to sustain
local services;

e the particular mix and features of new housing that will attract target
markets within each of the priority areas;

e aclear view of the structure of the private rented sector within the city,
and the motivations and intentions of different types of landlord;

e a better understanding of the likely future demand for affordable
housing in the city, including existing rented homes, new affordable
housing, and shared ownership; and

e aprogramme and mechanism for determining the long term
sustainability of local authority owned stock outside of initial pathfinder
priority areas, in conjunction with Hull CC.

These should be in place within 12 months.

The pathfinder should formulate realistic outcome targets for its housing
market renewal programme, and work to influence the action plans that will
deliver key complementary targets within the Community Strategy that are
critical to market renewal. The pathfinder should fully implement its
evaluation framework, producing regular reports to board on performance
against outcome targets.

This should be in place within 12 months.

The pathfinder should further develop its spatial planning framework by
completing its work on a spatial strategy for the city, and working with Hull
CC on the development of draft statutory plans for housing and
employment land, and green spaces. The pathfinder should develop a
clear view of the future for the inner core of the city and the potential
interventions required there. It should establish a robust process for
physical master planning in each of its priority areas that ensures that key
principles for the future role and character of each area are agreed
between stakeholders and local people.

This should be in place within 12 months.
Establish delivery structures for the priority neighbourhoods with clear

points of responsibility, robust management, sufficient staff capacity, and
sound risk management procedures.

These should be in place within 6 months.

Gateway Hull and East Riding
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Recommendations

R5

R6

R7

Ensure that governing arrangements maintain the independence and
integrity of the pathfinder, particularly by ensuring:

o effective leadership and responsibility for the market renewal
programme;

e challenge is maintained to ensure that the nature of interventions is
not compromised and that market renewal funding is directed only to
interventions that have the most impact on improving the local housing
market; and

e awide range of local stakeholders is represented, incorporating the
perspectives of the private sector and local residents.
This should be in place within 12 months.

The pathfinder should develop its approach to achieving value for money
by re-considering the use of HMR funding for the demolition of homes
owned by Hull City Council, implementing its proposals for improved
project appraisal, and completing its efficiency plan and capital receipt
re-cycling policies. Review assumptions on the extent of funding available
in the long term and consider the potential impact on the pathfinder’s
programme of a range of future funding scenarios.

These should be in place within 12 months.

The Pathfinder should complete all work outstanding from the previous
Audit Commission Scrutiny Report recommendations.

This should be in place within 6 months.

Gateway Hull and East Riding
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Report

Influencing trends and meeting aspirations

This is a key section of the report because it deals with the pathfinder's ongoing
approach to understanding its housing markets, and therefore also the
justification for its strategy and the shape of the programme it has submitted to
Government for funding.

Research and intelligence

Gateway'’s first submission to Government in November 2004 included a
comprehensive range of data which forms the basis of the pathfinder’s
understanding of its housing market. Further work has been undertaken since,
especially on the critical issue of the outlook for employment and population
change. The pathfinder has also produced neighbourhood profiles that compile
information on the sustainability of each neighbourhood in the city. The pathfinder
has thereby established strong intelligence to inform its housing market renewal
strategy, although there remain some areas of uncertainty where additional work
would further strengthen the pathfinder’s understanding of its local housing
market.

The pathfinder has invested a great deal of effort in trying to obtain more certainty
in its employment and household growth forecasts. This is complicated by the
fact that the Hull travel to work area is split between the boroughs of Hull and
East Riding, so that while there may be direct linkages between employment and
population within the whole travel to work area, the distribution of population
within the area - between Hull and East Riding — is based on more complex local
factors. Several consultants and alternative methodologies have been used to try
to arrive at reliable forecasts on which a housing market renewal strategy can be
based. The original employment forecasts by Experian assumed that historic
patterns of heavy population losses from Hull would continue across a range of
economic scenarios. New studies by Volterra used updated Office of National
Statistics (ONS) economic and population forecast data and a different
methodology. The Volterra forecasts are far more optimistic than the very
significant declines in population forecasted by Experian. Part of this difference is
accounted for by revisions made by ONS to the base data between the two
pieces of work, which showed a less steep decline in Hull's population than had
been previously understood. There were also differences in methodology, with
Experian projecting national changes in the performance of different economic
sectors onto the Hull local economy, and Volterra projecting forward recent
patterns of sectoral change in the local economy. These local patterns include a
resilient manufacturing base, although there are warnings that this may not
continue for ever and that there is a need to focus on sectors with better
prospects for future growth.

Gateway Hull and East Riding
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Volterra also looked in more detail at the relationship between housing demand in
Hull and East Riding, considering different scenarios of economic performance,
relative house prices, and changing quality of life. One conclusion of the work
was that the population in Hull would grow faster than that in East Riding if there
is a significant improvement in the quality of life in Hull and house prices in Hull
remain affordable relative to East Riding. The work suggests that a reversal of the
net out-migration is possible, but only with significant improvements within Hull.
The work is limited in not being specific about the scale of improvements in
quality of life in Hull required, or suggesting the particular aspects of quality of life
that are most important in increasing demand for Hull locations.

A further examination of economic and population forecasts by DTZ Pieda seeks
to draw out the most likely scenarios from the preceding work, and to predict the
impact on household change and the structure of housing demand. Household
change is more positive than population change because of the long term trend of
reducing average household sizes. The potential household change from the
different studies ranges from a loss of 14,000 households by 2017 in Experian’s
worst scenario, to a gain of 9,000 households in the Regional Spatial Strategy’s
(RSS) most optimistic scenario. The pathfinder takes the view that the
assumption of future household change that it ought to adopt should assume
broadly static household change, in line with the latest ONS projections. The
pathfinder emphasises the need to monitor the direction of travel very closely in
the next few years, and to adapt its strategy accordingly. This monitoring and
effective translation into strategy will, indeed, be critical.

The DTZ Pieda work includes an analysis of the attractiveness of the sub-region
for different employment sectors and suggests where action needs to be taken to
improve the local offer for different types of employers. The work stresses the
continued uncertainty over future employment and population forecasts and
raises challenges for action to improve economic prosperity. This uncertainty
remains a significant risk for the pathfinder, although it has sought to mitigate the
risk by studying the issues and putting in place plans for ongoing monitoring of
change.

The assumption of static future household growth is the best view that the
pathfinder can take at this stage, although there are a number of issues within the
overall numbers that need especially careful observation. Greater international
immigration, especially from EU accession states, appears to have been
responsible for stemming population losses very recently, although it is not clear
whether this will continue in future, and the pathfinder is reluctant to speculate on
potential future levels of international immigration. Another demographic issue is
the age structure of the population in Hull, with the highest levels of net
out-migration observed in families with children. It is especially important to
monitor the extent to which families with children continue to leave the city.

Gateway Hull and East Riding
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There is some agreement that Hull will continue to have a low wage economy in
all future employment scenarios, although the pathfinder has been unable to say
much about the link between the potential future employment structure and the
structure of housing demand. Currently there is insufficient understanding of the
particular types of housing and environment that would most effectively meet the
aspirations of different target markets and encourage them to stay in the city.

Some survey work has been completed amongst migrant workers, students, and
people living in some of the recent up-market developments within the city which
help the pathfinder to understand the potential demand from different groups for
housing in Hull, although for some groups it appears that there is little that the
pathfinder can do to encourage them stay, especially graduates of Hull
University. The quality of accommodation on offer seems to be marginal in
influencing whether graduates and immigrants stay, with most having low
expectations or being relatively unconcerned about the quality of their homes
compared with other factors such as the availability of suitable employment. The
survey work is still useful in helping to predict the future size of these populations,
how they will use the city's existing housing stock, and issues to be taken into
account in regeneration proposals.

In terms of the mix of new housing required in developments in pathfinder priority
areas, the general demographic profile of the city and the mix of similar new
developments that have been undertaken elsewhere have been used to underpin
area planning. There is a need for a more considered view of how new
developments fit within their local contexts, and how they will act to transform the
nature of the housing on offer within those areas, rather than just reflecting the
general demographic profile of the city and what the development industry is
currently used to providing.

In order to understand the issues affecting different parts of the city, Gateway has
developed neighbourhood profiles. These offer a comprehensive and easily
understood view of the key issues within each area. Each of 38 neighbourhoods
across the city is ranked to show its relative performance on a wide range of
quality of life factors, including personal opportunities and the quality of the built
environment. A summary of neighbourhood rankings suggests where action is
required to address deprivation and make areas more sustainable, assisting with
the spatial prioritisation of investment. The work is still at an early stage and there
are opportunities for it to be developed further, and for a more direct link between
this analysis and policy making across a range of services. While the analysis
includes key factors that influence local housing markets, such as education and
crime, it is not yet clear how the profiles will be used to help set targets for action
and monitor progress. There is clearly the potential for them to inform public
policy for a range of local services. There is also the need to expand the range of
the profiles beyond the boundary of the city of Hull and into adjacent areas of
East Riding that form part of the same housing market area.

Gateway Hull and East Riding
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One aspect of the quality of neighbourhoods that the pathfinder has not
considered is residential density and its significance for the sustainability of local
services, and quality of life for residents. This includes consideration of the overall
densities across existing neighbourhoods, and the density requirements that
ought to be found in new developments. It is not clear where there may need to
be an increase in density to sustain and improve access to services, and where
there may need to be reductions in density to provide a more attractive
environment and increased living space. Provisional ideas on the density of new
developments in pathfinder priority areas assume that new developments should
be built to a level that is the minimum that is consistent with Government policy.
This may result from a perception that people want as much space as possible,
or that there is excess land in some areas that needs to be used, rather than well
developed local policies.

The pathfinder has carried out analysis of the housing supply within Hull and East
Riding, and will continue to monitor the levels, locations, and types of new
housing being provided.

It is recognised that there is currently a weak understanding of the private rented
sector, despite it forming a significant proportion of the housing stock in some
parts of the pathfinder area. The nature of demand in this disparate sector is
touched on in some of the pathfinder’s survey work — it dominates the new city
centre housing market, and is the housing tenure of most migrant workers and
asylum seekers — but there is no comprehensive view of the future structure of
demand for this tenure, although it is intended that the overall size of the sector
will diminish slightly. There is also no view offered on the nature and motivations
of private landlords in different parts of the pathfinder area, which would inform
the development of new approaches to managing the sector and promoting good
practice.

Current thinking on the requirements for new affordable housing within Gateway's
re-development programme is based on the need to re-house existing tenants
affected by clearance, while at the same time maximising owner occupation, and
seeking to introduce more opportunities for shared ownership. Affordability
statistics based on multiples of income to average prices are used to suggest
implications for re-location policy, although people being re-located are likely to
have existing equity. The approaches to both affordable housing to assist people
being re-located, and understanding the wider demand for affordable housing
within the city need to be further developed.

There has been some initial market research on the potential demand for tenures
that are new to the city like shared ownership, but current proposals for over a
thousand new shared ownership homes as a result of the long term pathfinder
programme will clearly be subject to monitoring the popularity of the model as the
market develops.

Gateway Hull and East Riding
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Gateway commissioned a service centre study which considered the viability of
existing district centres, including surveys of residents and retailers, within the
context of the development of the city’s spatial strategy. It specifically sought to
understand the importance of accessible local centres in people’s housing market
choices, finding access to high quality facilities to be important in market renewal.
It examined the distribution of facilities and potential for strengthening the
capacity of some centres, as suggested by the draft spatial strategy. This is a
valuable piece of work to take forward thinking on how district centres ought to be
planned and supported alongside regeneration investment, especially that from
the pathfinder.

The key housing market drivers are well understood and expressed by the
pathfinder, especially in terms of the relationship between Hull and East Riding.
Neighbourhood profiles provide the intelligence to analyse the differences
between neighbourhoods within Hull - why it is that some places within Hull are
more popular and sustainable than others. This can then inform the development
of appropriate responses to improve the popularity of the least popular
neighbourhoods and at the same time maintain the popularity of others.

Strategic responses

Gateway looked at different options for its investment programme. It considered
options to focus investment to varying degrees across the city, including a
balance between investment in areas of lowest sustainability, compared with
investing in areas of opportunity. Option appraisal also considered the balance
between clearance and new build and other measures to support and enhance
existing housing areas. The preferred option for the spatial focus of investment
sees a significant degree of concentration in one area — Newington and St
Andrews (NaSA) in west Hull, smaller programmes in Preston Road and Ings in
east Hull, and developing programmes following on in other areas over time.
Clearance and re-development will remain the principal emphasis of the
programme, but complemented by other supporting measures, including the
introduction of significant refurbishment.

The strategic objectives reflect the housing market issues raised by the
pathfinder’s evidence base. There is an explicit recognition of the links between
the housing market and the economy, and the need for a housing market offer in
Hull that is more attractive to retain its population. The imbalance between total
numbers of homes and households, manifested in the high number of vacant
properties in the city, is to be addressed. There is a focus on the city’s inner city
collar, which the neighbourhoods profile work shows to suffer from some of the
worst deprivation, and also on some of the city’s social housing estates that also
suffer from severe deprivation and a concentration of people on low incomes. The
last two strategic objectives set out how market renewal will be delivered by
supporting people affected by change, being responsive to their requirements,
and ensuring that overall quality of design is raised.
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The strategic objectives suggest a spatial focus on the city’s inner collar, and on
achieving more mixed and sustainable communities in areas dominated by social
rented housing, but the focus of investment for the first four years has had to be
more specific. It makes sense to focus primarily on NaSA because of the extent
of the problems there, evidenced by the neighbourhoods profiles work, and the
existing commitments made, such as the programme of incremental clearance
that has been taking place in the Woodcock Street area. There needs to be a
greater level of investment to begin to see more positive progress. The
investment in Ings and Preston Road also builds on existing activity, including
promises made to residents of defective housing that has been shown not to
have a sustainable future, and building on the foundations of work undertaken by
Preston Road New Deal for Communities (NDC).

The pathfinder has defined a firm programme for the first four years, but intends
that subject to the availability of funding, it will continue to invest to see through
its plans in the three priority areas over the next ten years or so. The phasing of
intervention in other parts of the city is still to be determined, but the business
plan for the next 14 years suggests that the only way to meet market
re-structuring needs across the city will be to greatly increase the size of the
programme after 2010. This level of funding is unlikely, and the pathfinder needs
to develop its thinking on medium and long term investment phasing so that it has
a clearer view of when important investments in other parts of the city should be
initiated, and how a corresponding balance of investment between early priority
areas and other areas can be achieved.

Gateway has previously included the outer estates of North Bransholme and
Orchard Park in its priority areas, and is continuing to take forward planning in
these areas with a view to determining potential future investment requirements,
for both HMR funding and other investment sources. While these areas show
high levels of need in the neighbourhood profiles, investment by the pathfinder
has sensibly been delayed to reflect the need for further planning, linked to
potential investment by the City Council, and in the case of North Bransholme,
the exploration of potential stock transfer to a community housing association.

The strategy emphasises linkages to the city centre and the work of Hull City
Build Urban Regeneration Company (URC), and justifies the spatial priorities for
investment in terms of regenerating areas close to the centre, but there are
significant areas of deprivation and poor land uses between the city centre and
Newington and St Andrews (NaSA) for which there are currently no plans. This
part of the inner core is said to be the subject of long term aspirations for
regeneration with higher value mixed uses ‘grading out from the city centre’. This
seems very hopeful and potentially very long term as parts of the city centre itself
need the same improvements. In the meantime, the areas need to be well
managed, and there need to be clear policies on how any planning applications
for development in these areas will be determined.
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Another spatial aspect of the pathfinder's strategy is the concept of a Humber
‘axis of regeneration’. This seeks to establish that investment in housing should
be related to where new employment is likely to be concentrated — the docks area
along the Humber and the city centre. The pathfinder’s programme focuses on
areas that are reasonably close to these employment locations, but not
necessarily areas that are immediately adjacent. The Humber axis of
regeneration concept seeks to reinforce the planning of new employment sites
within Hull rather than in areas peripheral to the city. There is a cultural and
transportation divide in the city between east and west Hull and it is not clear if
this separation in people’s travel to work and living patterns needs to be reflected
in employment and housing policies and if so, how it is being taken into account.

The programme proposed in the scheme update has been built up from area
implementation plans commissioned by the pathfinder for Ings and Preston Road,
and from the Neighbourhood Renewal Assessment (NRA) that has taken place in
the NaSA area. The area implementation plans each assessed a number of
options for intervention according to their fit with Gateway's revised objectives,
their potential level of impact, value for money, deliverability, and community
support. The options considered were an appropriate range of options for
physical change and re-location requirements, backed up with technical and cost
information, although they did not consider neighbourhood management.

It is stated that long term sustainable demand for social housing can only be
created where there are mixed communities and a range of housing choices. As
demand for social rented housing has hardened in the short term, a tension is
created between the current experience of finding fewer problems in letting
homes, and the recognition of the need for re-structuring of neighbourhoods that
do not have this mix. Due to the uncertainty about the future of the city’s economy
and household growth, the potential level of long term demand for rented Council
housing also remains unclear. Developing plans for the renewal of the outer
estates that are dominated by local authority built and managed housing, while
maintaining sufficient high quality affordable homes for rent, will be essential to
changing the structure of the city’s housing market so that it is sustainable in the
long term. However, Hull CC currently has no plans for looking at diversification
and rationalisation for the 85 per cent of the publicly owned housing stock that is
beyond the pathfinder’s priority areas.

Hull CC intends to achieve the Government defined Decent Homes Standard for
all of its homes by 2010 by investing in limited improvements to the physical
fabric of homes, but this will not be sufficient to transform the character of its
estates to achieve long term sustainability. There are no other sources of
investment beyond HMR funding to achieve this more radical restructuring of
estates because Government has made access to additional funding conditional
on arms length management or stock transfer and the Council has decided to
retain its housing stock in direct ownership and management. HMR funding will
not be sufficient to achieve transformation to Council estates across the city.
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The pathfinder has set out complementary objectives that are to address the
other improvements required to improve the quality of life in Hull and thereby
support housing market renewal. These are taken from the new Community
Strategy and represent ambitious targets for improvement across a range of
public services, including some areas that are critical to the pathfinder. Work is
still underway to determine how, and indeed if, the targets for improvement in the
new Community Strategy will be achieved. Quality of life targets are largely based
on measures of perception, such as ‘The percentage of residents surveyed
satisfied with their neighbourhood as a place to live.” The particular actions that
will change perceptions for the better are yet to be defined. Gateway needs to
further define its role in influencing other service providers, agreeing consistent
targets for improvement, and co-ordinating its investments with them.

Aims and outcomes

The strategic objectives are backed up by appropriate outcome measures but
many outcome targets are yet to be quantified, so it is hard to see the intended
effect of the pathfinder programme on the local housing market. Most of the
proposed outcome measures will be useful in setting targets and determining the
success of the programme, although some refinement is required, such as the
definition of a ‘more effective private rented sector’, and related indicator. A range
of quality of life indicators are rolled up into the neighbourhood sustainability
index which is a useful tool, but Gateway needs to define in more detail the
particular aspects and targets that will be measured and will define success in
achieving market renewal.

In the short term, the pathfinder’s outputs for 2006 to 2010 are small compared
with the size of the overall housing stock, reflecting the potential level of funding
made available by the former ODPM. Indeed, the slow start to the programme
means that the pathfinder predicts that there will be little impact on key outcome
measures in the first four years. One such prediction is that house prices in Hull
will fall further behind the regional average by 2008 before there is substantial
improvement over the rest of the programme. In terms of planned demolitions, it
is intended that 708 homes will be demolished over the next four years, which is
only a small proportion of the homes that may need to be demolished in the
following ten years from 2010 to 2020 according to current predictions of the long
term programme required to achieve a sustainable housing market across the
city. The speed of the delivery of the early programme is limited by the funding
available and by staff resources, and the pathfinder has been careful to be
realistic about what it can do in the next four years, not raising expectations
beyond what can be delivered.
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Gateway sets out what could happen without market renewal investment and, in
broad terms, the impact that the proposed investment could have on the city.
Housing market renewal investment is said to potentially help reduce
out-migration and reduce the long term trend of population loss, supporting
improvements in the economy within Hull by providing a more attractive housing
offer within the city itself. The benefits of the programme are therefore said to be
in improving the performance of the whole sub-regional economy and addressing
the shift in where people want to live, minimising inequality between the
prosperous areas mostly found in East Riding and the areas where people are
left behind. Population, house price, and vacant property trends are set out, with
lines extrapolating long term trends from the dynamics of recent years.

The proposed Gateway programme will undoubtedly have a direct impact on the
city's housing stock. Demolition of the smallest homes in the worst condition will
reduce vacancies. Replacement housing should be larger and better designed,
and largely owner occupied, strengthening the city's housing offer and housing
market, and diversifying the housing stock of council estates. Few of the
proposed improvements are quantified, although the scale of the proposed long
term programme in terms of clearance and new house building should be
sufficient to achieve significant change in the quality of homes on offer and the
desired shift towards owner occupation.

The expected fall in vacancy rates to the national average by 2020 is less easily
demonstrated. The pattern of demolitions and new build is for there to be slightly
more demolitions than new builds to 2010 through pathfinder activity, although if
the whole development market is taken into account, the numbers of homes will
rise from the start of the programme period through to the end. The assumption
of near static household growth adopted by Gateway, based on the latest ONS
projections, is not consistent with Gateway's current long term plans, which follow
the RSS household growth figures. If ONS predictions prove to be correct, the
long term Gateway programme would have to demolish 4,500 more homes than it
builds, and have a very low rate of other development activity in the city to
balance the housing market and achieve a reduction in vacancy rates to the
national average. However, the current long term plans in the scheme update
submission are based on outputs akin to the much higher RSS household growth
scenario - 1,300 more demolitions than new homes arising from Gateway activity,
and 500 new homes each year from other sources producing a net increase of
5,000 homes to 2020. There is a significant discrepancy here, and a risk that
needs to be carefully managed through market monitoring, corresponding
adjustments to Gateway's programme, and control of the supply of new homes.
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The probable level of development activity in Hull outside Gateway's programme
is likely to be at least 500 new homes each year, with 400 of these in Kingswood
and the city centre. The pathfinder needs to have a clear view on the extent to
which these different types of homes and locations outside pathfinder priority
areas are competing for the same residents, and the extent to which the new
residents of these developments are incomers to the city, or people that would
otherwise not have stayed in Hull. Gateway is rightly focusing on the most
deprived areas, but there is currently an insufficiently comprehensive view of the
role of different parts of the city in providing different residential opportunities and
how areas like Kingswood and the city centre, and other emerging new higher
value developments, should complement the pathfinder’s activities in an
integrated market renewal strategy. Gateway can use the information from its
recent survey of residents in Kingswood and the city centre to take a view on the
relationship between these new developments, and use it to influence the
phasing and design of its own programme.

While there is a requirement to ensure that the total balance of homes across the
city is in line with the overall extent of demand, there are very different
requirements and markets in each locality. The pathfinder has taken a position
that the total number of new homes should not exceed the number demolished in
each of its priority areas, regardless of the existing context. This position needs to
be developed within each area through greater understanding of sustainable land
uses and densities in each area, and the potential role that each area can play in
the city’s re-structured housing market.

The definition of the mix and character of new housing in the priority areas
requires a great deal more development, defining more detail beyond the general
principle that a broad mix of house types in each area will retain families in the
city. The pathfinder intends to explore these issues with lead developer partners
as it develops area master plans. This will need to go further than just looking at
housing, exploring particular neighbourhood identities and distinctive
environments to deliver one of the pathfinder's stated strategic outcomes - ‘More
popular neighbourhoods, with clear, improved identity’. Getting the mix and
quality of new homes right will rely on the agreement of firm and ambitious
principles for what new housing should offer, to reduce the risk of falling back
onto what developers are most comfortable with marketing and what will
potentially maximise values in the short term. It is not yet clear how the pathfinder
will establish key principles to guide the master planning process led by
developers, and how their interests will be reconciled with those of existing and
future residents.

Gateway recognises that there is an urgent need for physical master plans to
provide a framework for investment in the three priority areas, and intends to take
these forward once lead developer partners have been selected. In the
meantime, interventions are based on the need for poor quality and abandoned
homes to be cleared, with re-developments largely focused on land that is
already vacant, without a coherent plan for the future built form. It is intended that
master plans will become statutory Area Action Plans. The process will need to
agree key principles that can inform initial new developments as soon as
possible, as it could take three years to complete the statutory planning process.
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Quality and sustainability

The pathfinder has undertaken a heritage survey using an English Heritage
model brief for extensive surveys. The report provides useful background on the
history and character of districts of Hull, analysing the quality of the existing built
form across the city. Poor quality areas tend to be concentrated in the outer
estates of publicly owned housing built since the 1960s, and in industrial zones.
There is a study of the distinctive Victorian courts terraced housing type, with
some preliminary examination of ways of retaining and converting them, although
it is determined that demolition is justified in some areas where they are currently
dilapidated and often uninhabited. Intensive heritage assessments are
recommended where heritage features overlap with Gateway priority areas.

The pathfinder has begun work to define the general level of design quality that it
expects to see in new developments in its priority areas through the
commissioning of a design guide and the establishment of a design review panel.
This work is still at an early stage, and must be linked to the general approach to
securing improved design quality through the Development Control system.
Ongoing work with the pathfinder showed that the first design panel review of
Ellerby Grove in the Preston Road area only took place after planning approval
had already been granted, but the second phase of the Camberwell Way
development at Ings should be considered earlier in the process.

There is an intention to produce design codes for specific new development
areas within the pathfinder. Chevin HA has led work with Ings residents to
consider design issues and look at examples of high quality developments and
there are aspirations to develop this work and promote resident design
champions. Gateway needs to develop further a consistent approach to ensuring
high quality design in new developments across the pathfinder that is sufficiently
well resourced and linked to clear standards. The proposed developer led master
planning provides a key opportunity to establish sound principles. The
Commission for Architecture and the Built Environment (CABE) has been
involved in the selection process for lead developer partners, but the ongoing
development of plans needs to ensure that quality of design is given a high
priority.

There are some parts of the pathfinder’s priority areas where land is likely to be
vacant in anticipation of re-development for a number of years. There is an
opportunity to devise short term uses and landscaping treatments so that these
areas create confidence and provide amenity rather than blighting their
neighbourhoods. The pathfinder intends to undertake a sustainability appraisal of
its proposals to understand and mitigate the environmental impact of its work.

Gateway Hull and East Riding



55

56

57

58

Market Renewal | Report 25

To summarise, the pathfinder has added significant value through its work on
market intelligence and its strategic responses. The drivers of the local housing
market are well understood, with high quality information on the key factors
influencing the market and how they have changed over time. The pathfinder’s
strategic objectives reflect this understanding, and the programme has been
developed through a logical process of assessing a range of options for the
shape of the programme. There is a spatial concentration of investment for the
next four years that focuses HMR funding on areas where the need for
intervention is well demonstrated.

There remain, however, significant risks because of continuing uncertainty about
the future level of housing demand within the city. The pathfinder’'s assumption of
static future household growth is not consistent with its long term strategy,
although the short term programme should not pose a threat, and there are
proposals for monitoring market changes. While there is a plan for the phasing of
limited investment by Hull CC to achieve the Decent Homes Standard, there are
no plans for how the long term sustainability of the majority of Council owned
homes outside pathfinder priority areas will be understood and how any changes
will be implemented. Gateway is unspecific on the scale of change in the local
housing market that the pathfinder intends to achieve as a direct result of its
strategy and investment; there is an insufficiently clear view of the particular
housing offers to be created within each part of the pathfinder area and how
these combine to attract different target residents across the city. Detailed master
planning is yet to be initiated in priority areas to provide a physical framework for
action by the pathfinder and its partners, including an understanding of the
housing densities required. The pathfinder is at an early stage of planning to
ensure that new developments achieve high design quality.

Strategic context

It remains vital that pathfinders demonstrate a strong grasp of the regional,
sub-regional and local context to their proposals, and take a proactive approach
to influencing policy and securing practical benefits for their areas as a result of
their own and their partners' efforts here. This section of the report looks at the
record of Gateway Hull and East Riding to date.

Policy alignment and influence

Gateway has been well engaged in discussions with the Regional Assembly on
the draft Regional Spatial Strategy and is broadly happy with the draft strategy
and proposed allocations. The initial suggested allocations for Hull have been
reduced in order to protect the fragile housing market from the over-supply of new
housing, reflecting the reality of developers’ relative lack of interest in the city. In
particular, a review of the market and new development allocations every five
years has been promoted by Gateway and supported by the Regional Assembly.
Reviews are necessary due to the current uncertainty on the pattern of future
changes in household numbers, and evolving demolition plans as the pathfinder
takes forward its area planning with local people. The pathfinder will continue to
work closely with the Regional Assembly on these issues.
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The first two aims of the draft Regional Spatial Strategy are entirely supportive of
the Gateway pathfinder, in seeking to reverse the long term trend of population
and investment dispersal away from the region’s cities, and to transform cities to
make them attractive places in which people want to live, work and invest. The
allocations of new housing for Hull and East Riding reflect the recent history of
the Joint Structure Plan, with continuing restrictions on the level of new housing
within East Riding despite strong market pressure to allow more development
there. The allocations for Hull are slightly more than the development market is
currently bringing forward, but are broadly consistent with Gateway's programme
proposals, if not its household growth assumptions (see the earlier ‘Influencing
Trends and Meeting Aspirations’ section of this report).

The Regional Housing Strategy strongly supports the region's two pathfinder
areas as priorities for Regional Housing Board investment. The Housing
Corporation is funding some initial new development to support the pathfinder
programme in its priority areas, and has agreed a small scale two year
programme. There has been little investment in new affordable housing
developments in the city in recent years because of the weak housing market and
the lack of a convincing strategy for new affordable housing, but this position is
now changing. The pathfinder is working closely with the Corporation to
understand better the potential demand for new forms of affordable housing, such
as shared ownership, and the Housing Corporation was consulted on the process
of choosing housing association partners to work with Gateway within each of
three areas of the city.

The Regional Economic Strategy emphasises the quality of local environments
and leisure opportunities in attracting and retaining high value employment and
highly qualified workers, although there are no specific spatial priorities. It also
lists transport improvement priorities, including the road and rail links to the port
of Hull, but without specific investment proposals. The urban renaissance
programme covers a large number of towns and cities across the region,
including Hull, where the programme is focused on the city centre and delivered
through the Hull City Build Urban Regeneration Company (URC). The Gateway
programme focuses on deprived residential areas outside of the city centre, while
recognising the city centre as a key area for higher value employment creation. A
City Centre Area Action Plan is in the early stages of development to define how
the city centre master plan will be taken forward. Gateway is involved in this
process, but it is not clear what role the planned new city centre homes will have
within the context of a whole city housing market and Gateway's own
interventions and new development.
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A second draft of the City Region Development Plan (CRDP) is being produced
which will seek to better connect regeneration and economic development, with a
more detailed action plan. The pathfinder's work on employment and household
trends has informed this work and Gateway has facilitated discussions within Hull
and East Riding to progress thinking on economic development activity, helping
to develop a draft jobs and prosperity action plan within Hull’'s new Community
Strategy. The latest work includes an analysis of the city’s infrastructure for
industrial and office uses, future requirements, and tools for monitoring the
strength of the local economy. The successful completion of this work, and
consequent strengthening of the local economy is, of course, critical to the
successful achievement of market renewal, and current economic uncertainty
remains a key risk for the pathfinder.

A new Community Strategy for Hull was agreed at the end of February 2006.
Objectives include elements that support housing market renewal - new, high
quality homes in areas where people want to live and reducing the over-supply of
poor quality housing. Each section of the new Community Strategy is very clear
about what it wants to achieve, with specific targets and an action plan. These
targets are, however, exceedingly ambitious, based on a desire to reach national
averages, or significantly close gaps by 2011, irrespective of how realistic it is do
so in the timescales. The action plans set out headline issues that need to be
addressed, and the success of the strategy will be in how more detailed plans are
drawn up to deliver these aspirations.

The role of Gateway in delivering the Community Strategy is not very explicit
within the document, its associated outcome targets, and initial action plan. There
are some actions around neighbourhood improvements that are the responsibility
of Area Partnerships that will have a direct impact on market renewal, and it is
important that the pathfinder is able to play a role in helping to define and deliver
these changes, at least in its priority areas.

Plans are being developed to devolve a range of Hull City Council’s services to
seven Area Teams across the city, building on the existing Area Partnerships
structure and providing an opportunity to develop locally responsive services to
support housing market renewal. There is an associated risk that the delivery of
services could be adversely affected in the short term by the re-organisation. It is
not yet clear how Gateway’s work in its priority areas will fit with the roles of Area
Directors and Area Partnerships, especially in developing plans and co-ordinating
community consultation. Area Partnerships are to develop Area Community Plans
as local delivery plans for the Community Strategy by July 2006, and Gateway
needs to ensure that it has a key input into these plans in its priority areas.

The pathfinder has developed close liaison with Building Schools for the Future
on the location of capital investment, and should have a role in helping to define
other service improvement priorities. However, it will need to rely on partner
agencies for delivering improvements, within the context of a strong Local
Strategic Partnership performance management framework. This is still in
development.
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The pathfinder has added considerable value by leading the development of a
spatial strategy for the city of Hull under the city's new Community Strategy that
will also inform the production of the Local Development Framework. It will help
define the location of the pathfinder's actions as well as other public investment,
defining key land uses, such as the fit between housing and employment land
uses, the location of consolidated district centres, transport and green space
requirements. A very clear action plan has been produced which emphasises the
need for clarity on the nature and location of service centres, and the
development of a green space strategy for the city. It is clear that there is a need
for ongoing liaison with East Riding so that any opportunities for planning
developments across the local authority boundary are realised.

The spatial strategy does not include an examination of existing densities, and
how more sustainable and mixed communities can be delivered in areas that are
currently dominated by low density socially rented housing, in a context of static
household numbers and a lack of developer interest because of low values. This
is a challenging agenda because the strengthening of some areas through in-fill
developments and increased density raises questions about the long term future
of other areas, unless Hull is successful in attracting a much greater proportion of
the sub-regional demand for homes. It might be expected that these questions of
the overall pattern of spatial development and density across the housing market
area, including adjacent areas of East Riding, would be explored through the
emerging spatial strategy. The pathfinder is intending to explore the linkages
between dense older housing areas and adjacent low density areas of local
authority built housing in some parts of the city, such as between Newbridge/
Summergangs and Preston Road as it starts to develop plans for inner east Hull.

There are gaps in the city’s current suite of planning policies that are highlighted
in the draft spatial strategy, but ongoing work with the pathfinder suggests that
the Planning Department is well involved in the development of Gateway’s
strategy. It is committed to bringing forward new Housing and Employment Land
Local Development Documents as early priorities to support the work of the
pathfinder and develop key principles of the spatial strategy into a statutory
framework. Staffing capacity within the Planning Department has been boosted
considerably within the last year.

There is also a lack of a comprehensive green space strategy that considers the
range, uses and quality of open spaces required within different parts of the city
and plans investment over time. Again, this is recognised as a priority for
development within the city's Local Development Framework. This is critical to
Gateway’s work, and there is an opportunity to use information on environmental
conditions from Gateway’s neighbourhood profiles.
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Gateway suggests in its scheme update submission that there are opportunities
for using planning gain from new developments to fund environmental works in
pathfinder priority areas, but current policies do not support this. Policies on
planning gain are being reviewed, and there is an opportunity for the pathfinder to
influence the process so that the city’s Section 106 policy facilitates the provision
of new homes and facilities that are of a high quality within pathfinder priority
neighbourhoods, yet does not place conditions on developers that cannot be
sustained in a context of low market values.

In summary, the pathfinder has added significant value to the strategic alignment
between its programme and policies of other regional and local agencies. It has
influenced the development of the critical Regional Spatial Strategy so that it
supports the pathfinder’s strategy. It has played a significant role in developing
local economic strategies, and its role in leading the formation of a spatial
strategy for the city has been very valuable. The pathfinder has helped to
establish confidence for the Housing Corporation to begin to invest in new
affordable housing in the city. There has been close liaison with the Building
Schools for the Future Programme and the city’s new Community Strategy sets
out ambitious targets for the improvement of a number of aspects of quality of life
that are critical to successful housing market renewal.

However, a high level of risk remains because an economic development
strategy and action plan for the sub-regional economy that will clearly deliver
improving economic performance is yet to be completed. The new Community
Strategy’s targets are yet to be backed up with action plans showing how the
desired improvements will be achieved, and the role of Gateway in influencing the
priorities for investment in complementary service improvements seems to be
marginal. The City Council’s move to the delivery of substantially more local
services through Area Partnerships is an opportunity for improvement but
presents a short term risk of disruption of service provision and lack of
co-ordination with the pathfinder. Some key planning strategies are still at an
early stage of development, including a green space strategy that would guide
Gateway’s investments and provide a context for its master planning, and a policy
on planning gain that would support the pathfinder’s investment in new
developments.

Implementation

This section of the report concentrates on the pathfinder's record of delivery, and
the progress it has made in establishing robust systems to support effective
implementation of its programmes. It includes consideration of how it has worked
with local communities and other key groups of people.
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Working with local communities

The pathfinder demonstrates support for its scheme update proposals from a
majority of people living in the areas affected. There has been extensive
community consultation on the plans for the next four years within each of the
Gateway priority areas for intervention. Surveys were carried out by telephone
and in person, and also of people attending public meetings where proposals
were set out. These found that 79 per cent of people agreed with demolition
plans, 88 per cent with plans for new housing, and 91 per cent with the
pathfinder's plans for the improvement of some existing homes. It was discovered
that a large majority of people found that public events, newsletters and individual
discussions were helpful for them. There has also been extensive coverage of
Gateway's proposals in the local media. The pathfinder's written communications
provide clear explanations of market renewal and the help that is on offer to
residents affected by clearance proposals. A residents’ charter has been
established that includes an undertaking that, ‘Every effort will be made to enable
residents to stay in their community if that is what they want’.

Gateway has also drawn up a consultation strategy that sets out a process for all
consultation linked to pathfinder activity. It provides a useful checklist of issues to
be considered and principles to be followed, and Gateway has to approve a plan
for consultation before projects are implemented. A Citywide Communications
and Consultation Steering Group with representatives from all involved in the
delivery of consultation and engagement in the priority neighbourhoods has been
established to share good practice. With the changed delivery arrangements for
local services through Area Directors, enhanced roles for Area Partnerships, and
development of Community Strategy delivery plans for each area, it is important
that community consultation is well co-ordinated within each area, and that it is
consistent and sustained. There is a particular challenge for the pathfinder to
develop effective and inclusive ways of involving local people as it develops area
master plans over the next few years.

Achievements

The pathfinder achieved the delivery of its expenditure target and its output
targets for the 2005/06 year, despite expenditure being well behind target
throughout the year. There were substantial improvements in delivery in the
second half of the year following a review of all projects and the introduction of
clearer delivery plans.
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Ongoing work with the pathfinder shows that end of year expenditure was
assisted by the acquisition of commercial properties within the NaSA area,
together with an acceleration of the acquisition of residential properties. These
properties are all within the agreed clearance area and demonstrate the
maintenance of a focused approach. There was strong programme management
in the second half of the year by the Gateway team, with appropriate responses
to problems that were frustrating successful delivery of the year’s programme.
The acceleration of residential acquisitions was achieved by simplifying
management structures, with Gateway and City Build staff directly involved in
identifying properties and acquiring them, and the out-sourcing of conveyancing.
Commercial properties were bought under delegated authority, whereby Board
allowed the purchase of properties up to a value of £500,000. Gateway also
introduced clearer targets for individual staff to achieve expenditure and outputs
by the end of the year.

The first year’s programme was concentrated on acquisitions and demolitions in
the NaSA area, together with demolitions in North Bransholme, demolition and
new development in Ings, new development in the Preston Road area, and
neighbourhood management. The pathfinder also took forward area planning in
its priority areas, together with North Bransholme and Orchard Park. There has
been significant progress over the last year, although greater challenges lie
ahead as the first year’s programme was small, and the proposed programme for
2006 to 2008 is twice the size of that delivered in 2005/06. The procurement of
lead developers and initiation of physical master plans are other key tasks.

The impact of the small programme in the first year is likely to have been limited,
especially as the first new developments have only just started on site.

The pathfinder has responded to many of the requirements of Audit Commission
recommendations from the first scrutiny report — see Appendix 2 for a summary.
Of the fifteen recommendations to be completed within the year, the requirements
of seven have been fully completed, there has been significant progress on a
further four, and some progress on the remaining four. The pathfinder has taken
the recommendations seriously and sought to develop responses that add value
to its work.

Systems

Ongoing work by the Audit Commission with the pathfinder suggests that despite
the achievement of delivery targets by the end of 2005/06, there remains a need
for delivery arrangements within each of the priority areas to be re-structured,
especially as the programme is likely to increase in size in future. Arrangements
to date have been reliant on the expertise of individuals from different
organisations. The pathfinder recognises that there is now a need to put in place
clearer management arrangements for the delivery of the programme in both
west Hull and east Hull and a review of capacity has recently been
commissioned. Given the difficulties faced in delivering the programme in
2005/06 and the increasing size of the proposed programme, the lack of clear
arrangements for delivering the new programme on the ground, sufficient staff
resources, and robust management arrangements put in place, presents a major
risk to the pathfinder’s programme.
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There appear to have been some weak project and programme management
practices within Hull CC in the delivery of the first year's programme, linked to the
complex or poorly defined management responsibilities in each of the priority
areas. These led to poor delivery performance in the first half of the year and a
requirement for Gateway to intervene strongly. New delivery structures need to
include improved project and programme management systems.

Risk management is undertaken at the level of strategic risks that are compiled
by the Gateway team and reported to Board on a regular basis, and project level
risks that are identified as part of project appraisal. The Gateway strategic risk
register identifies most of the key issues that could have a significant impact on
the pathfinder’s success, although the mitigating action is brief and goes into little
detail. Where potentially significant risks are identified, a range of more detailed
responses are required to sit behind the summary that appears in the risk
management report to Board.

Project level risks are identified and assessed as part of project appraisals and
are monitored by Gateway’s programme officers, and managed by delivery
agents. Further developing the systems for the monitoring and management of
project related risks would be part of general improvements to project and
programme management by delivery agents. In particular, project risk
management systems need to include appropriate mechanisms for flagging up
issues that are not being resolved, and exception reporting to higher levels of
management and the Gateway core team.

Ongoing work with the pathfinder shows that Gateway has drawn up a
procedures manual that clearly describes the arrangements for project
applications and assessments, project funding agreements and requirements for
submitting grant claims and information to Gateway. Claims are made to
Gateway programme managers who control the authorisation of the payments.
They remain in contact with the projects and are responsible for assessing that
funding has been defrayed in accordance with project funding agreements. An
agreement has been established that sets out the different roles of Hull CC and
Gateway in financial management and accountability for grant funding.

Some new mechanisms have been introduced to assist the delivery of market
renewal. Equity loans have been introduced to assist owner occupiers affected by
clearance to buy new homes. These are loans with no ongoing repayments,
where Hull CC, as accountable body for Gateway, takes a proportion of the equity
in alternative homes to help people affected by clearance to afford them. There is
a need to develop the way in which these loans are administered as the size of
the programme increases, setting up more structured financial advice.
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Gateway has also supported the development of neighbourhood management in
pathfinder priority areas, and in particular, the provision of additional services to
mitigate the effects of clearance activity, such as environmental management and
work with young people. There is diversity in the approaches between areas, and
Hull CC is also funding neighbourhood management pilot projects. While it makes
sense to have autonomy and flexibility in delivery to fit local structures and
priorities, Gateway needs to ensure that there is transparency and consistency in
the quality of neighbourhood management services being provided through the
use of HMR funding, clarity on the additional impact from this investment, and
effective performance management.

In summary, the pathfinder has added moderate value through implementation of
its programme. Local people have been extensively consulted on the plans for
the next four years set out in the scheme update submission, with clear support
for proposals in each priority area from local residents. Despite problems in the
early part of the 2005/06 financial year, expenditure and output targets were
achieved. The pathfinder has also responded satisfactorily to Audit Commission
recommendations. Basic procedures for project approval and financial
management have been codified and risk management has ensured that key
delivery problems have been identified and addressed during the latter part of the
last financial year.

There remain, however, some high risks to implementation of the pathfinder
programme. The proposed programme for the next two years is double the size
of that in the first year. There are currently no firm proposals for how delivery of
the proposed programme will be structured and there is a need for new
arrangements to have a clearer management structure and be better resourced
than delivery to date. Project, programme, and risk management by delivery
agents has been poor, relying on intervention by the Gateway team to deliver the
initial programme. The delivery of some new interventions, such as
neighbourhood management and equity loans, will come to the fore as the
programme develops, but the pathfinder is yet to set up consistent delivery and
performance management arrangements.

Governance

Pathfinders were established as strategic alliances and partnerships, working to
achieve agreed agendas in a spirit of collective responsibility. It is essential that
they operate fairly, transparently and effectively and this section of the report
considers the performance of this pathfinder's governing body to date.

Roles and responsibilities

Currently the Gateway Board that is responsible for setting strategic priorities and
overseeing delivery of the pathfinder programme includes an appropriate range of
representation from pathfinder partners, although there is potential for
strengthening the Board by getting direct input from private developers and
property professionals. There is also the potential to understand better the
perspectives of people living in some of the pathfinders’ priority areas through
community representation on the Board.
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Hull City Council is a key partner, being the accountable body and the local
authority for the whole of the pathfinder intervention area. Ongoing work with the
pathfinder shows that new protocols have codified the roles of Board, the
pathfinder Chief Executive, and the City Council, and should help to provide a
common understanding of the responsibilities for different aspects of the
pathfinder’s work.

The East Riding of Yorkshire is represented on the Gateway Board and has a
role in co-ordinating Gateway’s work with its responsibilities within the wider
housing market area. As governance develops, a more explicit statement of the
role of the East Riding and the representatives of other organisations would help
to provide clarity and transparency on relative responsibilities as well as
encouraging individual Board members to contribute according to their areas of
expertise.

Proposals have been put forward for a major change in governance
arrangements, with all physical regeneration within the city to be overseen by a
new organisation known as City Plus, linked to the local strategic partnership —
Hull City vision. It is proposed that beneath the over-arching City Plus board there
would be advisory boards responsible for different themes or streams of
investment. One such advisory board could be very similar to the existing
Gateway board and oversee pathfinder activity. It is hoped that these
arrangements would assist with the integration of investment to achieve more
effective regeneration. Delivery arrangements would also be brought together — it
is hoped that there could be efficiencies achieved by combining some functions
between capital programmes.

There are currently no details of how the new arrangements would be structured,
and whether one of the advisory boards would continue to have a clear focus on
market renewal. It is ironic that proposals for a major change in governance
should come at a time when the existing Board is viewed by its members as
being increasingly effective. One of the key risks of a major change in
governance is disruption to the balance and consensus around the Gateway
strategy, although there are indications that there is wide-ranging support for the
Gateway strategy across political parties and among residents of each of the
priority areas.

Another key risk is that there is insufficient focus and a clear point of
responsibility for the market renewal programme. The new governance
arrangements must ensure that Housing Market Renewal investment is used in
accordance with evidence based strategic priorities that maximise the impact of
funding in achieving market renewal, rather than any other priorities. This is likely
to be achieved by the maintenance of strong representation of a range of
partners on a board that has clear responsibility for the pathfinder strategy and
programme.

In terms of delivery, there will still be a need for specialist housing skills, even if
some functions can be shared with other capital programmes. There is a risk that
scarce resources will be distracted by the need to establish new working
arrangements rather than focus on programme development and delivery. The
transition to new arrangements must not detract from ongoing delivery of the
market renewal programme.
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Dynamics and accountability

The Audit Commission’s ongoing work with the pathfinder shows that the
Gateway Board has been well involved in the process of drawing up new scheme
update proposals, with views sought from all stakeholders, and a strong role in
determining investment priorities.

Board has also been kept well informed of delivery progress through detailed
reporting. Each monthly board meeting has focussed on delivery and Board has
been actively involved in discussions with the former ODPM regarding
expenditure and establishing systems to assist in delivery, such as delegated
authority for commercial acquisitions. Clear action plan tables are produced
following board meetings setting out who is responsible for all actions identified
and timescales.

New quarterly monitoring reports to Board show trends across a wide range of
indicators, with key issues drawn out. There remains the need to design a
framework for ongoing evaluation and reporting of the effectiveness and impact of
pathfinder interventions.

Accountability for the Gateway programme is achieved formally through Hull City
Council, which is both the accountable body responsible for ensuring the proper
use of HMR funding, and the local authority with significant representation on the
Gateway Board. Hull CC’s Cabinet considers key elements of pathfinder strategy
and policy, and a Gateway Committee meets less frequently to shadow the work
of the pathfinder. It is therefore clear that the pathfinder is accountable for its
actions through the local democratic process.

The pathfinder is also directly accountable to local people through its community
consultation, and has a high profile in the local media. The Area Partnership
Boards in pathfinder priority areas provide another means by which local people
can hold the pathfinder to account and influence local plans.

Capacity

The pathfinder core team capacity planned for the next programme period is
essentially the same as that currently in place, with the addition of a dedicated
finance manager and finance officer. This team will potentially be responsible for
delivery of a programme that is twice the size of that delivered in 2005/06. This
will only be possible if there is improved support from local delivery agents so that
there is less need for direct intervention by the core team in the delivery of
projects. There is a risk that the proposed move to City Plus will lead to changes
in senior management if the core team is merged with teams responsible for
other capital investment, potentially threatening the continuation of recent
improvements in the pathfinder’s performance.
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Gateway has started to scope the delivery capacity required for the next two
years, and is, with Hull CC, considering its preferred delivery structure. There is
the potential for area teams to be managed from within Hull CC Housing
Department, by Area Directors, or directly by Gateway. The chosen
arrangements will need to be clear on the role of delivery teams relative to the
Gateway core team. They will also need to be capable of adapting to the potential
move of the Gateway core team to the City Plus structure.

The pathfinder has added significant value through its governance arrangements.
The Board has developed into a body that has been well engaged in determining
strategic priorities and has been responsive in its oversight of the delivery of the
pathfinder programme. Protocols have been established to define the roles and
responsibilities of the pathfinder Board relative to those of Hull CC. The
pathfinder is accountable to local people through Hull CC and locally through
Area Partnership Boards.

There remain high risks around the pathfinder’'s governance. A major risk is the
proposal to merge governance and delivery of the pathfinder programme with that
of other capital regeneration programmes in the city. In principle, this may help to
achieve better integration of investment, but because the detailed structure is yet
to be determined, there is also a possibility that the focus of pathfinder investment
will be lost, that the balance of representation of different partners will be
dissipated, and that recent improvements in the pathfinder’'s governance and
delivery performance will be undermined. Developing City Plus proposals must
ensure that they address these potential risks.

Value for money

As with all publicly-funded programmes, it is important for pathfinders to be able
to demonstrate that they are achieving value for money both at the strategic and
the operational level. Under some key headings this report now considers the
clarity and success of Gateway Hull and East Riding’s approach to date.

Processes

The programme has been built up from the area plans for the three pathfinder
priority areas, informed by the total amount of HMR funding potentially available,
and capacity constraints in the early years of the programme. Thematic
interventions which operate across all of the pathfinder’s priority areas have been
added to these area plans to make up the programme.
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The area plans have been built up in a way that clearly assesses value for money
in establishing the principal actions required. Plans for Preston Road and Ings
have been developed through the testing of options against Gateway's latest
strategic objectives and more specific local objectives in a transparent manner.
Each option has been assessed against objective fulfilment, public sector cost,
public sector benefits, and the extent of replacement affordable housing provided.
It is clear that the chosen interventions in these areas offer better value in terms
of total grant funding requirements for the outcomes produced than alternative
options, although there are still more detailed issues to be resolved around
implementation and funding. The chosen options are likely to produce the best
long term outcomes, but potentially limited availability of resources means that
implementation is likely to be phased over a very long time — potentially ten years
in each area at the current level of investment. This commits future resources,
even if the annual costs are affordable in the context of the initial programme.

Area planning in the NaSA area has been undertaken using Neighbourhood
Renewal Assessment methodology. In principle, this provides a logical and well
informed process for determining and assessing options for change, although no
information has been provided on the detail of the process followed.

Similar options appraisal processes have been used to inform the development of
plans in North Bransholme, where a route map has been commissioned to
examine and reconcile existing plans. No commitment will be made on the
potential role of HMR funding in the area until there is a clearer way forward that
meets the objectives of all stakeholders.

A new financial model has been used by Gateway in developing its programme
for the next four years. It enables the pathfinder to understand the effects of
current action on future value. It also enables the pathfinder to undertake
sensitivity analysis for the programme and forecast the potential impact of house
price inflation. The assumed costs used in the model for pathfinder interventions,
such as acquisition costs, appear to be realistic and based on recent experience.

Assumptions about the costs and sales values of new development will need to
be carefully monitored, as they are critical to the pathfinder's business plan and
the level of cross subsidy that will be achieved from new developments. For
example, ongoing work with the pathfinder shows that re-development costs at
the first new development at Ings are currently higher than those assumed for
future phases, questioning the value that can be generated to help pay for the
costs of acquisition and clearance of existing homes, and provision of new
affordable housing.

The business plan does not factor in inflationary increases. This approach has
been taken following the modelling of three scenarios of future price and cost
growth which showed that HMR grant funding requirements remain constant as
long as house price inflation is off set by land price rises that enable additional
costs to be met from land sale receipts. It is recognised that the differential
between house and land prices will not remain constant and that most additional
value is likely to be created later on in the programme. There is an inherent risk to
the business plan here that the pathfinder will need to continue to monitor as the
market develops in response to pathfinder intervention.
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The business plan is based on firm proposals for years one to four — 2006 to
2010. New areas where planning has not started are assumed to have
requirements for a balance of clearance, re-development, and refurbishment as
found in similar areas in the early programme. This is a reasonable assumption in
the absence of detailed planning in other areas but the extent of intervention
required will be kept under review as the market develops over time, and the
future availability of funding becomes clearer.

However, even at this point in time, the projected future HMR funding
requirement seems unrealistic. The future grant funding profile shows an
expectation of £85 million each year by 2014. This is far more than any other
pathfinder has received to date and a ten fold increase on the 2005/06
programme in Hull. This is not realistic, either in terms of the availability of
funding, or the capacity of the pathfinder and local construction industry to invest
that much. A level of half this amount is probably the maximum achievable given
steady improvements to delivery capacity.

The proportion of HMR funding that the pathfinder wishes to use for revenue
investment is £5 million out of a total of the £35 million bid. At 14.3 per cent of the
overall bid, the proposed revenue expenditure exceeds former ODPM guidance
that revenue be limited to 10 per cent of the programme. Gateway is therefore
likely to be required to revise both the level of proposed revenue funding and
projected future HMR funding requirements, with consequent revisions to its
programme or new plans to lever in alternative funding.

Project appraisals carried out early in the 2005/06 financial year were often based
on poor quality information from project applicants, with a consequent lack of
evidence that proposals offered good value for money. Future project appraisal
processes will need to demonstrate stronger financial appraisal, and Gateway
has set out principles to guide the development of a revised project appraisal
system for the forthcoming programme. Key principles include developing
projects under more direction from the pathfinder and first reviewing projects at
an earlier point in their development so that it is clear from the outset that each
project fits with Gateway's strategy and policies. Projects are to be commissioned
from approved delivery agents. In principle this is a sound process, but yet to be
implemented. The quality of information provided and level of challenge will be
critical. The extent to which there is a well planned area context for individual
project proposals is also important. The Area Implementation Plans help, but
physical master plans are critical elements that are currently missing. There has
been some initial thinking on how business plans for new development projects
are assessed for gap funding.
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Neighbourhood management is to be supported as a thematic intervention by the
pathfinder. It is proposed that expenditure is stepped up from a level of around
£200,000 in 2005/06 to £1 million in 2006/07 and £2 million each year thereafter,
regardless of the size of the physical programme. Plans are still to be finalised for
how this increased investment in neighbourhood management will be spent. The
stated intention of this investment is that it will address additional pressures
arising from the pathfinder’s programme and will help to tackle crime and
anti-social behaviour in its priority areas. Neighbourhood management was not
considered within area plans as part of the whole programme of interventions
within each priority area, which focused on physical interventions, and it is not
clear how neighbourhood management will support other work by the pathfinder
and its partners. There is likely to be a real need for investment in enhanced local
services to support communities through change, but the pathfinder needs to
demonstrate that it has built up robust plans for neighbourhood management, and
that HMR funding is not substituting funding from other sources. This investment
also raises the question of how neighbourhood management will be sustained in
future.

Another intervention where there is no clarity within the pathfinder’s submission
on how funding will be spent, is environmental improvements. Again, it is likely
that there are real needs for this investment, and the pathfinder has
demonstrated that poor environmental conditions are prevalent in its priority
areas. Plans for environmental improvements were not included in the scope of
area planning, and the pathfinder must ensure that detailed proposals clearly
support other interventions and fit within emerging master plans and the
forthcoming green space strategy.

Proposals for HMR funded refurbishment work to existing private sector homes in
the NaSA area have been included in the scheme update submission. The
refurbishment requirements are based on broad assumptions that half of the
refurbishments will be to a face lifting standard costing £10,000 per property, and
half to a full external refurbishment standard costing £20,000 per property. While
there may be a case for refurbishment work to support the other interventions in
the NaSA area, the pathfinder needs to develop its understanding of current
conditions of the stock in the area and the circumstances in which different levels
of refurbishment offer the most cost effective approach to lifting the local market.

The pathfinder has been developing its approach to procurement and potentially
adding value through improved procurement for both contactors and developers.
Gateway is collating information on all of its unit costs in order to develop
benchmarks and explore ways of reducing costs where they are high. Ongoing
work with the pathfinder shows that the costs of demolition contracts in North
Bransholme were reduced by using two demolition contractors in competition. An
alternative contractor is being used in Ings on an open book basis, providing an
opportunity to test costs between schemes and contractors.
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Gateway is currently procuring lead developer partners for west and east Hull.
The intention is that the establishment of long term partnerships will provide a
context within which developers will contribute their skills to planning and project
managing new developments, and there will be an incentive to maximise the
value created through the re-development of pathfinder priority areas over the
long term. This should reduce reliance on public funding and potentially enable
the regeneration process to be speeded up.

Ongoing work with the pathfinder suggests that Gateway is ensuring that there is
transparency and consistency in how potential developers present their
proposals, and that the selection process has been suitably rigorous. Once lead
developers have been chosen, it will be critical to establish the right partnership
structures and systems that provide financial incentives for the developers while
enabling Hull CC on behalf of the pathfinder to benefit from rising land values to
reflect the level of pathfinder investment. The chosen model must also be
complemented by clear delivery mechanisms that foster trust and efficient joint
working between public agencies and the chosen developers and demonstrate
public accountability.

Leverage

There is a heavy reliance on HMR funding compared with other pathfinders,
especially in areas of social housing, because of the limited potential investment
from Hull CC in its own stock. Hull CC has no resources to address fundamental
problems in some of its homes because of its decision to retain its stock and
thereby fail to access any potential new investment linked to the Decent Homes
Standard.

The investment that is being made by Hull CC to achieve the Decent Homes
Standard by 2010 is being prioritised in Gateway priority areas to support the
pathfinder programme, with major contracts due to start on site late in 2006. This
investment is limited and it is argued that it is worthwhile undertaking the
investment to improve conditions in the short term, even in homes that could be
demolished shortly after 2010, such as some of the defective Caspons properties
at Ings. Potential investment in homes that have already been identified for
clearance ought to be carefully assessed in each case.

In the delivery plans for Ings and Preston Road, the use of HMR funding to pay
for acquisition and demolition removes a liability from Hull CC to pay for
demolition or improvement. Some of these homes have been empty for several
years and have been long term financial liabilities for Hull CC. Even though
demolition of defective Council properties in places like Ings and Preston Road,
and subsequent re-development, is in line with pathfinder objectives, there is a
risk that the impact of HMR funding will be reduced because it is subsidising the
clearance of homes owned by Hull CC that the Council would otherwise have had
to demolish itself. The impact of HMR funding would be greater if the relatively
small costs of compensation and demolition of Council owned properties were
met by Hull CC rather than from HMR funding, which could be focussed on the
larger costs associated with acquiring and demolishing homes that have been
bought under the Right to Buy. Hull CC is considering funding the demolition of a
number of long term empty properties in that part of Ings that is not within the
pathfinder’s first four years of activity.
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The Regional Housing Board has agreed to provide funding which, along with
match funding from Hull CC, will contribute over £4 million each year for
improvement works to private sector homes to complement pathfinder
investment. The Regional Housing Board also oversees allocations of investment
for new affordable housing through the Housing Corporation. The pathfinder’s
business plan assumes that Housing Corporation grant funding support will
subsidise the development of all new affordable housing planned for pathfinder
priority areas, and the Housing Corporation has confirmed that this is in line with
its investment priorities.

The pathfinder’s submission is silent on any match funding support from English
Partnerships and Yorkshire Forward. These agencies are investing in the city
centre of Hull, which is part of the pathfinder intervention area and the city’s
housing market, even if responsibility for planning and delivery in the area is held
by the URC. The pathfinder should consider the nature of this investment and
how it can complement its own work.

The level of private sector funding leverage assumed in the early years of the
programme is very small. This reflects the time that it will take before significant
re-development is seen in the pathfinder area. The pathfinder is seeking to
maximise investment by private developers in its priority areas through its
partnering arrangements, but there may be scope for the encouragement of
further investment in other sectors of the market elsewhere in the city.

Efficiencies

A brief Efficiency Statement sets out reductions in cost that the pathfinder
expects to make from reducing core team costs. Anticipated delivery costs are
low at 8 per cent of total programme costs for 2006 to 2008, compared with

18 per cent of the programme in 2005/06. While reduced operating costs are to
be welcomed, it remains to be seen whether such a great reduction can be
achieved and the programme delivered.

The expected reductions are considerable, to be achieved by reducing reliance
on agency staff, and using consultants much less. The maintenance of the same
size core team despite a large increase in the size of the anticipated programme
suggests that robust delivery arrangements will need to be in place beneath the
core team, with major improvements on past arrangements. The achievement of
the intended reduction in the use of agency staff and consultants will also rely on
the successful recruitment and retention of high quality permanent staff - most of
the team is already in place, but there have been staff recruitment problems in
the past. The proposed move to City Plus could create some uncertainty for staff
- there needs to be an emphasis on ensuring that staff are kept well informed and
feel secure.

The Efficiency Statement does not consider other potential efficiency gains, such
as through procurement, although part of the expected reduction in consultants'
costs is through the use of lead developers to take forward area planning.
Developers will still incur costs that will need to be met, even if this is indirectly
through value created from developments. Contractor procurement is not
considered, and there is no consideration of non-cashable gains through
improved effectiveness and quality of service.
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Maximising assets

An asset management database of properties acquired using pathfinder funding
has been established as a basic record, but an asset management and capital
receipts recycling strategy needs to be developed. This means consideration of
how land and buildings acquired by the pathfinder could be managed and sold to
generate the best possible financial returns to help fund other elements of the
pathfinder’s programme.

The level of capital receipts that the pathfinder assumes will come back to it
throughout the life of the programme is £66.7 million. This level of receipts is not
impossible over 14 years from 2006 to 2020. Significant receipts are only
expected from 2011 onwards.

In summary, the pathfinder has added moderate value through its approach to
value for money. Robust processes have been used for the assessment of
options for action in at least two of the priority areas, demonstrating that the
preferred actions are the most cost effective for delivering pathfinder objectives.
Gateway has used a sophisticated financial model to draw up its programme and
has developed well informed assumptions on costs. Procurement processes have
been developed, especially through the continuing process of selecting lead
developer partners. The pathfinder is planning to reduce significantly the
proportion of its funding that it spends on operating costs although the
pathfinder’s efficiency statement and capital receipts re-cycling policy both
require further development.

There remain some significant risks associated with the pathfinder’s approach to
value for money. Assumptions of potential future pathfinder funding are
unrealistic — the proposed long term programme would require a massive
increase in funding which the pathfinder is very unlikely to receive. Current
proposals for the use of HMR funding on neighbourhood management and
refurbishment are undeveloped, with little demonstration of how they will offer
value for money. There remain a number of key elements of the lead developer
agreements that are still to be worked out. Levels of public sector leverage are
quite limited and there is a risk of substitution of investment by Hull CC through
the pathfinder meeting the cost of the demolition of defective homes for which the
Council has held a long standing liability.

Learning and innovation

Pathfinders are expected to be learning organisations, and lead the thinking on
dealing with fragile housing markets. There is a consequent obligation on them to
be proactive in sharing their learning with others, and to participate in wider and
collective pathfinder events and activity.

The Gateway pathfinder has been innovative, developing new approaches within
its local context, although many of these follow approaches that had already been
developed within the national context. There remain a number of areas where the
pathfinder could learn from other cities and pathfinders. There is a willingness to
learn from the approaches of others but this is limited by the resources available
to take time to understand what others are doing and interpret this into the
pathfinder's work.

Gateway Hull and East Riding
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An area where Gateway has been innovative in national terms is in its approach
to neighbourhood profiling. One section of the neighbourhood profiles includes
indicators that distinguish between different aspects of environmental quality
within each neighbourhood of the city to provide new information on the nature of
the environmental issues faced, help prioritise investment, and provide a baseline
that can be used to track change over time.

There are also areas where the pathfinder has taken an ambitious approach that
will potentially lead to significant change locally. The pathfinder’s approach to
developer procurement is an example of this in its selection of a single lead
developer for each part of the city with joint venture arrangements to help capture
increasing property values. The design of these arrangements is still at an early
stage, both in terms of roles that the developer partners will take in area planning
and the legal and financial arrangements.

The spatial strategy is another initiative that is bold and potentially far reaching in
the local context. It seeks to bridge the city’s Community Strategy and Local
Development Framework in defining key land use patterns.

There are some areas of delivery where the pathfinder and Hull CC are behind
approaches in other cities that face similar issues, such as in private sector
housing renewal. The plans for refurbishment in the NaSA area are not well
informed by experience of alternative approaches.

The pathfinder has establishment systems for monitoring changes in the local
housing market, with regular high quality reports to the pathfinder Board. This can
potentially be further developed through the use of the neighbourhood profiles.

However, there are currently no systems in place to understand the outcomes
and impact of Gateway’s actions at the programme level, and only limited
evaluation at the project level, such as the evaluation of the effectiveness of
community consultation on scheme update proposals. The pathfinder sets out
principles that it intends to take forward as it designs its evaluation systems and
links evaluation of impact to the shape of its programme and design of its
projects. This includes a proposal for an annual summative evaluation report. The
proposals for evaluation are sound in principle, but it is important that a range of
evaluation at different levels of intervention is implemented as soon as possible
so that the pathfinder can learn from the approaches that are new to the city,
understand the combined effects of its programme in each area, and refine its
future strategy and programme accordingly.

The pathfinder has added moderate value to its programme through the
development of new learning and innovation. It is open to learning from the
approaches taken in other cities, and has brought forward a number of ways of
working that are new to Hull, even if not new in the national context. Aspects of
innovation include the development of neighbourhood profiling, the ambitious
approach to developer procurement, and the pathfinder’s work on a spatial
strategy for the city. The pathfinder has established a useful system for
monitoring changes in the local housing market.

Gateway Hull and East Riding
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148 There remain some moderate risks, with the pathfinder and its partners
inexperienced in some aspects of private sector renewal, such as determining the
most cost effective approaches to refurbishment. Despite setting out sound
principles for evaluating its programme, Gateway is yet to establish a mechanism
for measuring the effectiveness and impact of projects and the programme as a
whole. Although the programme is at an early stage, this will be critical for
developing and refining the pathfinder’s strategy and investment policies.

Gateway Hull and East Riding
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Appendix 1 - Summary of added value and risk by theme

Theme

Influencing
trends and
meeting

aspirations

Added Summary reasons Risk
value assessment
assessment

Significant | e  High quality information on the key | Significant
factors influencing the local
housing market

e Strategic objectives and
investment priorities reflect
understanding of the local housing
market

e Clear focus of investment in three
priority areas

Summary reasons

Continuing uncertainty on
the future level of housing
demand within Hull

No plans for considering
and securing the long term
sustainability of the majority
of Council-owned homes
beyond the minimum
investment to achieve the
Decent Homes Standard

Limited outcome targets
have been set to define the
intended impact of the
pathfinder

Detailed master planning is
yet to be initiated in priority
areas
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Theme

Strategic
context

Added
value
assessment

Significant

Summary reasons

Influence on the draft Regional
Spatial Strategy to help ensure
that it supports market renewal in

Hull
Significant role in leading the

progression of the local economic
development strategy and a spatial

strategy for the city

Close co-ordination with other
regeneration investment

Risk
assessment

High

Summary reasons

e An economic development
strategy to deliver improved
local economic
performance is yet to be
completed

e New Community Strategy
targets for improvements in
key service areas are yet to
be supported by plans for
how they will be achieved

e Potential short term
disruption to local service
delivery in the devolution of
services to Area Directors

e Some local Planning
policies require further
development to support the
pathfinder
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Theme Added value Summary reasons Risk Summary reasons
assessment assessment
Implementation | Moderate e Extensive consultation and High « No firm proposals for
clear support for proposals in delivery of the new
each priority area from local programme
residents

e Expenditure and output * Inadequate delivery

targets for 2005/06 were capacity, systems, and
management to ensure

achieved : .
. delivery of pathfinder
o Key pathfinder procedures projects in each area to
have been established date

e Some types of intervention
require more development
before they can be
implemented effectively

Gateway Hull and East Riding
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Theme

Governance

Added
value
assessment

Significant

Summary reasons Risk Summary reasons
assessment
e Board has been well engaged in High e There is a proposal to
determining strategic priorities merge the governance of
e Board has received high quality the pathfmder with that. of
information and been able to other capital regeneration
respond to delivery problems programmes in the city, but

e Protocols have been established to there are currently no

define the role of Hull GG in detalls of the new

relation to the role of the pathfinder arrangements
Board e New arrangements

potentially risk dissipating
pathfinder investment,
upsetting the balance of
representation, and
disrupting the pathfinder’s
recent progress

e Gateway is accountable to local
people through Hull CC and
through local Area Partnership
Boards

Gateway Hull and East Riding
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Value for
Money

Added
value
assessment

Moderate
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Summary reasons

Robust processes for assessing
options for action have been used

at the area level
Financial assumptions in the

business plan are well informed

Procurement processes have been
developed, especially the selection

of lead developer partners
The pathfinder is planning to

reduce significantly its operating

costs

Risk Summary reasons

assessment

Significant e Assumptions of potential
long term HMR funding are
unrealistic

e Proposals for the use of
HMR funding in
neighbourhood
management and
refurbishment are under
developed

o Key elements of the lead
developer agreements are
still to be worked out

e Levels of public sector
leverage are low and there
is risk of substitution of
investment by Hull CC
through HMR funding the
demolition of defective
Council-owned homes

e The capital receipts
re-cycling policy requires
further development
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Theme Added Summary reasons Risk Summary reasons
value assessment
assessment
Learning and Moderate e The pathfinder has introduced a Moderate e Inexperience in some
Innovation number of ways of working that are aspects of private sector
new to Hull renewal
e A useful system for monitoring e A mechanism for
change in the local housing market measuring the
has been established effectiveness and impact of
the programme is yet to be
implemented

Gateway Hull and East Riding
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Appendix 2 - Summary of progress
against original Audit Commission
Recommendations - March 2005

Recommendation

1. Strengthen the framework for further
market analysis and for monitoring progress
and market impact. Specific areas of focus
should include:

e updated travel to work analysis using
Census 2001 data;

e areview of outstanding planning
approvals and potential short term
development completions in the
Strategic Area;

e developing the ‘sustainability
framework’ to explain market dynamics
in each neighbourhood and track
change;

e further analysis of population and
household projections within the
Intervention Area and Strategic Area,
resolving the significant differences
between the conclusions of existing
research projects and population
assumptions in the Joint Structure
Plan. This should take into account a
range of possible economic scenarios,
and a range of housing supply
scenarios. Re-examine the Housing
Preference Model and establish an
agreed methodology for assessing the
impact on demand of residents
realising their housing aspirations;

e assessing the implications for demand
for each housing tenure. Develop
understanding of why there is changing
demand for social housing;

To be
completed
by:

September
2005

September
2005

September
2005

September
2005

September
2005

Comment

Completed but not
within target

Completed within
target

Completed but not
within target

Completed but not
within target

Completed but not
within target
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Recommendation

e market research on the aspirations of
key target groups such as students and
graduates; and

e further analysis of the future viability of
local shopping centres and the
influence of local shops and leisure
facilities on the housing market in
different parts of the city.

2. Refine the strategic objectives, better
defining key priorities, particularly in relation
to the balance of new build and demolition.
Reconsider the balance of the early
programme, ensuring that it does not add to
the existing problem of over-supply.
Develop a clear strategy for selecting areas
for intervention. Consider how Gateway will
support the successful delivery of the city
centre master plan, with complementary
plans for inner areas of the pathfinder and
by phasing interventions from the inside out.

3. Review the 15-year outcome targets,
resolving inconsistencies, and showing how
the strategic objectives will be achieved
through the activities of the pathfinder and
its partners. Demonstrate how the initial
programme will lay the foundations for the
achievement of the long term vision;
establish three year outcome targets.

4. Gateway and its regional, sub-regional
and local partners should more clearly
define plans for improving the economic
future for the Humber sub-region, with clear
principles for developing spatial plans for
employment sites. This should provide
greater clarity about how the economic and
housing futures of the area will complement
one another, and how the economic
improvement required to support successful
market renewal will be achieved.

To be
completed
by:

September
2005

September
2005

December
2005

September
2005

March
2006

Gateway Hull and East Riding

Comment

Completed within
target

Completed within
target

Not completed, but
significant progress
has been made

Not completed, but
significant progress
has been made

Not completed, but
significant progress
has been made
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Recommendation

5. Ensure consistency in strategy and
phasing between pathfinder proposals and
the outcome of the Hull City Council stock
options appraisal.

6. Review unit cost benchmarks and
develop systems for establishing value for
money when procuring pathfinder
interventions. Undertake value for money
appraisals of fully developed projects prior
to agreeing project funding. Ensure that
environmental works and neighbourhood
management proposals are strategically
focussed and complement the pathfinder’s
housing investment in priority
neighbourhoods.

7. Develop a detailed delivery plan,
analysing where there are gaps in existing
capacity and setting out how they will be
filled. Review operating costs and
demonstrate cost efficiency before delivery
commences. Demonstrate that market
renewal funding is to be used only for the
delivery of projects and services additional
to that provided by existing investment.

8. Review pathfinder governance
arrangements to ensure effectiveness in the
delivery phase. Put in place delivery
structures which establish clear points of
responsibility for programme delivery in
each area, and integrate pathfinder activity
with other investment. Strengthen links with
Hull Citybuild to ensure coordination of
regeneration activity across the city of Hull.

9. Develop a comprehensive performance
management framework, showing how
ongoing market intelligence and evaluation
will feed into decision making cycles.

To be
completed
by:

December
2005

September
2005

June 2005

March
2006

March
2006

Comment

Completed within
target

Completed within
target

Completed but not
within target

Not completed, but
some progress has
been made

Not completed, but
some progress has
been made
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Recommendation

10. Develop programme management
systems and a pathfinder procedures
manual, ensuring that the pathfinder can
effectively control the delivery of the
programme. This is to include details of how
risk will be identified and managed. Clearly
define the separate roles of the Accountable
Body and the Gateway team in financial
management.

11. Develop and implement Pathfinder wide
principles for community engagement.

12. Develop arrangements to monitor the
relationship between market renewal
activities and market changes elsewhere
within the Intervention area and the wider
Strategic area.

13. Develop a wider range of housing and
relocation options designed to support
residents to become and remain home
owners in the pathfinder intervention area.

14. Work with service providers such as the
Police and LEA to agree targets, and where
appropriate, joint initiatives to produce the
improvements in community safety and
schools’ performance critical for achieving
Gateway’s market renewal objectives.

15. Produce a forward strategy for the
Pathfinder area. This should include
consideration of what will happen to
proposed additional revenue funded
services supported by market renewal
funding when this is no longer available. It
should also consider appropriate
arrangements for ongoing maintenance in
order to protect the considerable levels of
investment proposed by the Pathfinder.

To be
completed
by:

December
2005

December
2005

March
2006

March
2006

March
2006

March
2006

Comment

Completed within
target

Completed within
target

Not completed, but
significant progress
has been made

Completed within
target

Not completed, but
some progress has
been made

Not completed, but
some progress has
been made
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