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1.0  Introduction  
 
1.1 To achieve “robust and credible” status, a Housing Need and Demand Assessment 

(HNDA) must satisfy all core outputs and processes as set out in the guidance 
published by the Centre for Housing Market Analysis in 2014.  Core Output 1 focuses 
on the key housing market drivers and should consider household formation, population 
and migration, housing affordability including income, house prices, rent levels, access 
to finance and key drivers of the local and national economy. The analysis should 
reflect the data to be used in the CHMA’s online HNDA Tool and the choice of 
scenarios that have been agreed by the local housing market partnership to run the 
Tool. This will ultimately provide the calculation for new build requirements for 
affordable housing over a 5 and 10 year period. 

 
1.2 This paper focuses on the contextual economic trends and affordability analysis for 

Argyll and Bute, and proposes a set of scenarios for inputting to the HNDA Tool. The 
demographic data and trends required to complete Core Output 1 will be considered 
separately, in Technical Support Paper 03.    

 
1.3 The aim of this technical supporting paper is to provide a clear, evidence-based 

understanding of: 

 Key economic and affordability factors and how these are driving the local housing 
market(s); 

 The data and scenarios that will be used to run the CHMA’s HNDA Tool 
calculations; 

 The key findings that can be used to inform the Local Housing Strategy and the 
Local Development Plan(s). 

 
1.4 This paper collates the most current data available from a range of online sources, 

including NOMIS, the Scottish Annual Business Statistics 2008-2012 (released in 
August 2014), the ONS, and the 2011 Census; as well as building on previous analysis 
produced by Council Officers, detailed in the Argyll & Bute Economic Development 
Action Plan 2013-18, and from colleagues at Highlands & Islands Enterprise. This 
includes the interim baseline report “Compelling Argyll and Bute” (EKOS Ltd, January 
2015) which sets out the economic and skills environment of the region. Additional data 
and analysis has been drawn from the bespoke thematic research reports 
commissioned by the Council’s Housing Services into the Private Rented Sector (Arneil 
Johnston, 2013), the Atlantic islands Local House Condition Survey (David Adamson 
Ltd., 2015), and the Housing and Support Needs of Argyll and Bute’s Ageing Population 
(North Star, 2015). 
        
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 



2.0 The Argyll and Bute Economy – an overview   
 

2.1 The local economy remains predominantly service-based, with over 87% of employee 
jobs in the authority area being provided in this sector, compared to only 84% in 
Scotland as a whole. The Public Services Sector (local government, administration, 
education and health) constitutes the biggest employment sector in Argyll and Bute, 
with 35% of jobs compared to only 30% in Scotland as a whole, and 28% across Great 
Britain. This authority also has almost double the proportion of employees in the 
Accommodation and Food Services (15.7%) than Scotland, with only 7.8%.  However, 
conversely, the local manufacturing sector at 4.3% is almost half the equivalent sector 
in Scotland (7.4%). 

 
2.2 Unemployment rates in Argyll and Bute are below the national averages (5.1% 

compared to 6.5% for both Scotland and the UK), although due to the continuing high 
levels of seasonal and part-time employment in the area, rates vary according to the 
time of year and there are significant geographic variations across local Housing Market 
Areas and communities within the authority. 

 
2.3 Gross Value Added (GVA) is a key measure of overall productivity performance and 

wealth creation; as well as an indicator of the economic well-being of an area. The 
latest figures show that Argyll and Bute’s economy continues to perform less strongly 
than the Scottish average; however over recent years Argyll & Bute has witnessed an 
improvement in its GVA figures. 

 
 TABLE 2.1: Argyll & Bute in relation to Scotland  

 Argyll 
& Bute 

Scotland % of 
Scotland 

Total Population 2013  88,100 5,327,700 1.6% 

Total Employed 2013  41,100 2,612,000 1.6% 

Total Business Enterprises 2014 3,685 156,765 2.3% 

Total Output at Basic Prices (£m) 2012 1,728.4 163,018.3 1% 

Gross Weekly Pay (F/T) 2014 £475.2 £518.2 -8.3% 

Gross Value Added  per head 2012 £35,025 £49,369 -29% 
                         Source: NOMIS, ONS (figures published August 2014) 

 
FIGURE 2.1: Gross Value Added per head (£), Scotland and Argyll & Bute, 2008-
2012 

 
Source: Scottish Annual Business Statistics, 2008-2012, (published August 2014) 

 
 
2.4 From Table 2.1 above, it appears that Argyll and Bute makes a contribution to the 

Scottish economy commensurate with its size in terms of overall population and levels 
of economic activity; however there is scope for significant growth and improvement, 
and this is reflected in the aims and proposals set out in the Argyll and Bute Economic 
Development Action Plan 2013 – 2018. Housing would have a key role in both 
supporting and proactively generating such growth. 
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2.5 Employment 
 
2.5.1 Current occupational structure 
 
 The latest employment data for Argyll and Bute is sourced from the ONS business 

register and employment survey, and relates to employee jobs as of 2013. Over a third 
of local employment (35%) is in the public services sector; while tourist-related jobs, 
particularly in Accommodation & Food Services, comprise almost 16% of the total. 
Financial and other Business Services also provide a significant proportion of the total 
employment opportunities, with 14.5% of the current jobs. The local construction sector 
is slightly lower than the overall Scottish figure - 5.2% compared to 5.5% - however it is 
notably higher than the figure for the UK as a whole (4.4%). 

 

 
  
 Figure 2.3 overleaf highlights the main variations between Argyll and Bute and Scotland 

as a whole. This authority has significantly higher proportion of employment provided in 
Public Services and Accommodation & Food Services; and lower manufacturing, 
finance & business services, and wholesale & retail sectors. 
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FIGURE 2.2: Total Employment Structure in Argyll & Bute, 2013 



 
 
2.5.2 Occupational Structure by Housing Market Area 
 
 To disaggregate and compare the occupational sectors by sub-area within the local 

authority, the most recent data available is drawn from the 2011 Census. Across the 
HMAs there are some notable variations in terms of occupation. Helensburgh & 
Lomond for example has a much higher proportion of residents employed in socio-
economic Group 3: “Associate Professional & Technical Occupations” at 24.1% 
compared with 12.6% nationally. The island HMAs of Mull & Iona; Coll & Tiree; and 
Islay, Jura & Colonsay all have high representations in Group 5: “Skilled Trade 
Occupations” of 23.3%, 23.6% and 21.3% respectively, which might be as expected. 

  

FIGURE 2.4: Occupations Across Argyll and Bute, 2011 

 
2.5.3 Recent trends in employment 

 
Figure 2.5 shows the annual trends in employment as a percentage of the total 
economically active population in Argyll and Bute relative to the changes in Scotland 
between 2005 and 2014. This indicates that prior to the start of the economic recession 
in 2008 the rate of employment in Argyll and Bute was significantly higher than in 
Scotland as a whole, and despite the marked dip following the global recession, this 
authority has seen a relatively strong recovery in recent years. 
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Figure 2.5: All people -Economically active - In employment, Argyll & Bute and Scotland 

 
                    Source: ONS Annual Population Survey, 2014 

 
2.5.4 Across the HMAs there are significant variations in the modes of employment, with, for 

example, around 12% of the population aged 16 – 64 on Mull & Iona being employed 
part-time compared to almost 17% on Coll & Tiree. Full time employment ranges from 
just over 28% on Coll & Tiree to well over 41% in Helensburgh & Lomond. The Island 
HMAs of Mull & Iona and Coll & Tiree have by far the highest level of self-employment 
(25.2% and 22.3% respectively) compared to only 8.8% in Helensburgh & Lomond and 
around 11% in both Bute and Cowal.  

 
 TABLE 2.2: Economically Active – Employed, by HMA, 2011 

  

Economically 
active: 

Employee: 
 Part-time 

Economically active:  
Employee: 
 Full-time 

Economically 
active:  

Self-employed 

Bute 14.8% 29.1% 11.0% 

Coll & Tiree 16.8% 28.3% 22.3% 

Cowal 13.1% 31.8% 11.1% 

Helensburgh & Lomond 12.9% 41.6% 8.8% 

Islay, Jura & Colonsay 14.7% 34.8% 14.9% 

Kintyre 15.6% 32.5% 12.4% 

Lorn 15.8% 38.0% 13.7% 

Mid Argyll 13.4% 39.0% 14.6% 

Mull & Iona 11.9% 31.4% 25.2% 
Source; 2011 Census 

 
2.5.5 Over the five year period from 2008 to 2012, Argyll & Bute saw total employment in the 

manufacturing sector remain fairly stable while construction declined marginally, as 
opposed to much greater reductions in Scotland as a whole in both sectors. The 
wholesale and retail sector reduced significantly in both Argyll and Bute and Scotland 
over this period; while Accommodation & Food services saw a marginal increase in 
employment in Argyll and Bute compared to a 5% decline in Scotland. Public services, 
including education and health, saw significant job losses in Scotland but remained 
relatively consistent in Argyll and Bute. However, given the major reliance on public 
sector employment in this authority and the ongoing constraints and anticipated 
reduction in future investment, the picture would appear less positive for the immediate 
short to medium term. Nevertheless, as the Economic Development Action Plan 
(EDAP) suggests, there are potential opportunities for growth in certain sectors such as 
tourism and hospitality which remain healthy and have further scope to develop; and 
new areas of potential growth based on the rich, local, natural resources of the area, 
such as renewable energies, could also play a significant role in helping to sustain the 
population and support further economic growth. 
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2.6 Unemployment 
 
In 2005 around 1,900 people (4.4% of the total economically active population) were 
unemployed in Argyll and Bute; and prior to the economic crisis in 2008, the level of 
unemployment actually decreased by 10.5%. However, in 2009 it rose sharply to 2,500 
and continued increasing up to 2012 when unemployment in Argyll and Bute peaked at 
2,800 (6.6% of the total economically active population). In recent years the level of 
unemployment has reduced again, and in 2014 it was around 2,200. While this is still 
29% higher than in 2008, it does reflect a trend towards economic recovery. 
 

2.6.1 Despite the significant impact of the wider economic recession on the local 
unemployment rate, Argyll and Bute has remained consistently below both Scottish and 
UK unemployment rates, possibly indicating a degree of resilience in the local economy. 
The following graph illustrates the comparable rates of unemployment in Scotland and 
Argyll and Bute since 2005. 

 
FIGURE 2.6: All people -Economically active – Unemployed,  
 Argyll & Bute and Scotland, 2005 - 2014 

 
Source: ONS Annual Population Survey 

 
2.6.2 Given the high level of seasonal employment in this area, the unemployment rates in 

Argyll and Bute tend to vary according to the time of year, with pockets of relatively high 
unemployment compared with other rural areas across Scotland. However, as the 
Economic Development Action Plan notes, unemployment rates in the urban areas of 
Argyll and Bute such as Helensburgh are amongst the lowest in Scotland. 

 
TABLE 2.3: Economically Active – Unemployed by HMA, 2011 

  
Economically 

active: 
Unemployed 

Unemployed 
people  

Aged 16 to 
24 

Unemployed  
people  

Aged 50 to 
74 

Unemployed 
people 
Never 

worked 

Unemployed 
people: 

Long-term 
unemployed 

Bute 249 67 76 28 96 

Coll & Tiree 9 2 4 - 1 

Cowal 553 147 131 49 214 

Helensburgh & 
Lomond 747 212 171 105 289 

Islay, Jura & 
Colonsay 92 29 20 11 33 

Kintyre 254 71 73 30 91 

Lorn 423 133 90 34 137 

Mid Argyll 277 83 75 32 111 

Mull & Iona 61 10 18 0 30 
Source: 2011 Census 
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2.6.3 Economic inactivity 
 
 In 2014, there were around 9,800 persons in Argyll and Bute defined as economically 

inactive, i.e. those aged between 16 and 64 who were neither employed nor 
unemployed. This gives a rate of economic inactivity of 19.4% compared to the Scottish 
rate of 22.4%. The figures for Argyll and Bute include 1,800 students; 1,700 looking 
after family/home; 2,000 long-term sick; and 2,800 retired; plus 1,200 others. Of this 
total, around a quarter (2,400) did want a job.   

 
2.6.4 Working-age client group – benefits claimants 

 
The Jobseeker’s Allowance (JSA) is payable to people under pensionable age who are 
available for, and actively seeking, work of at least 40 hours a week. In December 2014 
there were an estimated 982 JSA claimants in Argyll and Bute which is 1.8% of the 
resident population aged 16-64, and lower than the Scottish rate of 2.3%.  This is the 
lowest recorded figure for Argyll and Bute, and reflects a 50% decrease since the most 
recent peak in 2011, at 1,996. Almost 29% of the total JSA claimants had been claiming 
for over 12 months. In 2014, the total number of claimants of key out-of-work benefits 
(which in addition to JSA, includes ESA and incapacity benefits, lone parents and 
others on income related benefits) was 5,100 or 9.5% of the resident population aged 
16-64. This is lower than the Scottish rate of 11.9%. 

 
2.6.5 Changing trends in working age population 
 
 Detailed demographic analysis will be presented in Technical Supporting Paper 03, but 

in the context of the local economy it is important to note the recent trends and future 
projections for the working age cohort of the local population. Between 2001 and 2011, 
while Scotland saw a steady increase in this proportion of the population, there was a 
significant decline in Argyll and Bute (though at the sub-authority level Oban, Lorn & the 
Isles did also see a significant increase in its working age cohort). GROS projections 
currently predict that Argyll and Bute will continue to see a major decline in the working 
age population (-29%) compared to a marginal decline in Scotland as a whole (-3.7%). 

 
 FIGURE 2.7: Projected Working Age Population Change 2012 – 2037.  

 
 
2.7 Economic Implications for Argyll and Bute 
 
2.7.1 The HNDA guidance requires local authorities to agree a range of realistic or potential 

economic scenarios for the future which will impact directly on, and be influenced in turn 
by, the local housing market. These scenarios might include for example: reasonable 
economic growth; modest increase; inflation target (no real growth); flat; or slow decline.  

 



2.7.2 The most appropriate scenarios for Argyll and Bute can be informed by the SWOT 
analysis set out in the Economic Development Action Plan for 2013-2018. Supporting a 
potential degree of modest growth, are a number of potential opportunities within Argyll 
and Bute, which include: 

 
 2.7.3 However, given a number of significant threats and weakness which could undermine 

future economic growth, a baseline scenario of static but stable economic performance 
sustained at current levels is also proposed; and in the context of the current economic 
climate such a “steady-state” scenario could be seen as a positive outcome in itself. 
This scenario is supported by a number of assessed strengths which could help to 
mitigate some of the most severe threats and negative trends. These would include: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2.7.4 Nevertheless, as indicated throughout this analysis and as the EDAP highlights, there 

remain a number of critical threats and weaknesses which are likely to result in a 
scenario of ongoing economic decline in the short to medium term. These would include 
the following factors: 

 
 
 
 

Opportunities 

 significant renewable energy potential that can create jobs, enterprise and 
investment  

 key sectors, food and drink, forestry and marine sciences, construction, 
fishing and aquaculture, culture and heritage, tourism:  

 Faslane Maritime Change project – centre of excellence for new technologies  

 capitalising on Loch Lomond & the Trossachs National Park as a catalyst for 
development in Helensburgh and Lomond and Cowal  

 attracting economically active new residents  

 enhance existing sea links between the Campbeltown and Ayrshire Coast and 
potentially to Northern Ireland with transport policy in alignment with 
community and visitor aspirations  

 maximise the opportunities offered by our airports through increased flights to 
and from a network of airports on the west coast of Scotland  

 strengthen community and social capacity to terms of continuous project 
development and management skills, building on the growth of the Third 
Sector and sustainable social enterprises throughout Argyll and Bute.  

Strengths 

 High quality natural environment, quality of life & sustainable, economic 
assets 

 Diverse, concentrated sources of renewable energy & history of 
successful renewable innovation 

 Higher than average levels of self-employment, entrepreneurial spirit 

 Much of the area is accessible to central Scotland, major urban centres, 
international airports & energy markets 

 Abundance of iconic attractions & cradle of Scottish history & culture 

 Agriculture, fishing & aquaculture provide key opportunities for 
employment & sustainable food production & diversification 

 Significant mature forestry resources which offer employment 
opportunities & assist in the delivery of low carbon economy 

 Quality marine environment for recreational, leisure, tourism & transport 
uses 

 Transport assets within local authority control 

 Skills, qualifications of our young people 



 

Weaknesses  

 declining and ageing population with less people of working age  

 connectivity in terms of transport, grid, digital communications and 
broadband, 3G and 4G networks, and mobile phone coverage  

 dependency on seasonal tourism and the public sector for employment 
opportunities  

 limited employment opportunities (particularly part-time employment) 
for highly skilled spouses/partners when relocating to Argyll and Bute if 
partner has secured a high quality job offer  

 narrow economic base and reliance on low skills  

 remoteness and fragile island-based communities – cost of public 
sector services higher and delivery options reduced  

 pockets of deprivation masked with very poor people living alongside 
comparatively rich people in both our rural and urban areas  

 strategic road arteries e.g. A83, A82 and A85 e.g. A83 closures due to 
landslides  

 capacity of utilities and infrastructure.  

 
 

Threats 

 current national and international economic situation is making it 
difficult to deliver sustainable economic growth and limits investment in 
businesses and industries  

 ageing population with young people leaving the area and the elderly 
population growing more quickly than the national average  

 deteriorating road infrastructure (e.g. A83, A82 and A85) and 
connectivity  

 dependency on one route, road and ferry, to destinations within Argyll 
and Bute  

 decrease and potential loss of ferry services  

 rising cost of fuel and reliance on fossil fuel  

 lack of housing of differing types (prevalence of second homes), not 
necessarily affordable housing  

 insufficient capacity (skills, housing, transport, utilities) to facilitate step 
change  

 decline in town centre retail core – trading conditions  

 implications of UK Government’s Welfare Reform – possible growth in 
imported economically inactive residents  

 uncertainty with regard to European funding in the new programming 
period 2014-2020  

 public sector budget pressures worsen.  

 
 
 
2.7.5 It is worth noting that this SWOT analysis places housing squarely in the category of 

“threats” to future economic development; and in terms of a housing system which is 
likely to be constrained, insufficient and often unsuitable to address local needs, this 
may be considered a reasonable assessment. However, if the strategic outcomes of the 
Local Housing Strategy can be achieved, and synergies with the economic action plan 
delivered, then housing will have a central role to play in supporting and actually driving 
economic growth; and should, therefore, also be seen as a significant potential asset. 

 
 
 



3.0 Income and Deprivation 
 
3.1 The Annual Survey of Hours and Earnings (ASHE) provides information at local 

authority level on income by residency and workplace.  The following graph shows how 
the median gross weekly pay in Argyll and Bute has increased over the period between 
2005 and 2014; and how this compares to the Scottish pay over the same period.  

 
FIGURE 3.1: Median Gross Weekly Pay – All Full time workers,  
Argyll & Bute and Scotland 2005 – 2014 

 
  Source: ONS annual survey of hours and earnings – resident based. 

 
 
3.2 While Scotland has seen a fairly steady and consistent increase in the gross weekly pay 

over the last ten years, there has been more fluctuation in Argyll and Bute and between 
2011 and 2014 it actually decreased by 4%. In general local earnings have remained 
lower than the national figure and in 2014 the median weekly pay in Argyll and Bute 
was 8% below the Scottish average. 

 
3.3 The ASHE also records earnings according to the workplace, rather than the workers’ 

place of residence. For all those working within Argyll and Bute, the median gross 
weekly pay was £510.8 in 2014 compared to £519.4 for Scotland.  

 
3.4 Information on local annual incomes is also available at sub-area level from the 

commercial source CACI, which is provided to local authorities by the Scottish 
Government for use in HNDA and LHS analysis. The latest data available indicates 
wide variations across the housing market areas within Argyll and Bute. From Table 3.1 
overleaf, it is evident that the average income on Bute, for example, is considerably 
lower than the average for the authority as a whole (-18%) and for Scotland (-22%); 
while in Helensburgh & Lomond the average income is 44% higher than that on Bute. 

 
 
 
 
 
 
 
 
 
 
 

0

100

200

300

400

500

600

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

A&B

Scotland

(£) 



TABLE 3.1: Mean, Median, Modal and Lower Quartile Incomes by Area, 2013. 

Housing Market Area 
Mean 

Income 
Median 
Income 

Modal 
Income 

Lower 
Quartile 

Bute £26,694 £20,581 £12,500 £11,884 

Coll and Tree £30,300 £24,088 £12,500 £13,599 

Cowal £29,004 £23,010 £12,500 £13,041 

Helensburgh and Lomond  £38,435 £30,482 £12,500 £16,242 

Islay, Jura and Colonsay £27,977 £22,249 £12,500 £12,716 

Kintyre £27,315 £21,353 £12,500 £12,187 

Lorn and inner Isles £31,692 £25,424 £12,500 £14,074 

Mid Argyll £32,670 £26,461 £12,500 £14,644 

Mull and Iona £31,417 £25,673 £12,500 £14,380 

Argyll & Bute £32,882 £25,872 £12,500 £14,180 

Scotland £34,245 £26,541 £12,500 £14,235 
                                                               Source: CACI Paycheck 2013 (published 2014) 

 
3.5 Deprivation 
 In the 2012 Scottish Index of Multiple Deprivation (SIMD), 10 (1%) of the 976 data 

zones in the 15% most deprived data zones in Scotland were found in Argyll and Bute, 
and this figure has been fairly consistent over the last decade. 

 
  FIGURE 3.2: Levels of deprivation in Argyll & Bute by quintile (SIMD 2012) 

  
 
3.6 The ten most deprived Data Zones in Argyll and Bute are listed as: 

 S0100767 in Helensburgh East 

 S0100749 in Dunoon, Cowal 

 S0100732 in Rothesay, Bute 

 S0100748 in Dunoon, Cowal 

 S0100770 in Helensburgh East 

 S0100717 in Campbeltown, Kintyre 

 S0100752 in Hunters Quay, Cowal 

 S0100815 in Oban South 

 S0100716 in Campbeltown, Kintyre 

 S0100731 in Rothesay, Bute 
This reinforces the point that pockets of extreme deprivation and poverty can exist 
alongside, and often be masked by, areas of relative affluence. 

 
3.7 Across the seven specific indicators assessed in the SIMD, Argyll and Bute performs 

least well in the ‘Access to Services’ Domain which is not surprising given the rural 
nature of the local authority. For this measure, 53 (5.4%) of the 976 data zones in the 
15% most deprived data zones in Scotland were found in Argyll & Bute. The local 
authority performed much better for the Employment and Education Domains. 



4.0 The Private Housing Market and Affordability in Argyll and Bute 
 
4.1 The annual volume of house sales in Argyll and Bute was actually in steep decline even 

prior to the market crash in 2008, but since 2009 there has been a gradual stabilisation 
in the level of sales activity and even an increase in the most recent years.  The total 
sales in 2013 were up by 22% on the 2009 total. 

 
     Figure 4.1: Annual House Sales, Argyll & Bute 2005-2013 

 
         Source: Register of Sasines 

 
 
4.2 The Registers of Scotland Quarterly House Price Statistical Report provides an update 

on these sales figures for 2014 by area.  This indicates that between Q1 2013 and Q1 
2014, prices in Argyll and Bute increased by 13.6% while Scotland saw an increase of 
22.4%. 1.3% of sales in Scotland last year were in Argyll and Bute.  In all, 24 of the 32 
local authorities had higher annual increases in sales volumes than Argyll and Bute. 
However, the ROS 10 year report shows a 39.1% decrease in the volume of sales from 
2004/5 to 2013/14. The most recent figures suggest this trend is changing. 

 
4.3 The rate of annual house building in Argyll and Bute is another key indicator of the state 

of the local housing market and economy. This has fluctuated in recent years and while 
the level of completions remains below the 2006/7 peak, the trend has been neither a 
continuous decline since the economic downturn nor a smooth decline followed by 
recovery. However, the 2014 outturn was significantly higher than the previous two 
years, and the highest since the market crash in 2008. 

 

 
                   Source: Scottish Neighbourhood Statistics 
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4.4 Analysing new build completions by tenure, reveals that the private sector saw a steady 
decline in the five year period following the 2008 downturn, then a positive upturn over 
the last year; while the social rented sector (RSL) appears to have been much more 
volatile year on year, but has been following a positive upward trend over the last three 
years. 

 
  FIGURE 4.3: New build completions by sector (RSL and Private), Argyll & Bute 

2005/6 – 2013/14. 

 
                Source: Scottish Neighbourhood Statistics    

 
 
4.5 House Prices1 
 
 According to the Scottish Neighbourhood Statistics data, the average house price for 

Argyll and Bute as a whole was £154,078 in 2013. This is an increase of £4,608 (3%) 
from 2012 and over 102% higher than the average price in 2001; but an overall 
decrease of 11% since 2009.  The lower quartile price in Argyll and Bute remained 
static between 2012 and 2013 at £77,000. This is an increase of 92.5% since 2001 but 
a 31% decrease since 2008. The median price decreased by £1,005 between 2012 and 
2013 (-0.8%); and saw almost 14% decrease since 2008; however, overall it remains 
121% higher than in 2001. 

 

TABLE 4.1: ARGYLL & BUTE HOUSE PRICES 2009-2013 

Price 2009 2010 2011 2012 2013 

Average 
152,428 157,444 157,246 149,470 154,078 

Lower Quartile 
79,000 81,225 81,500 77,000 77,000 

Median 
120,000 128,500 128,000 123,995 125,000 

Source: SNS/Register of Sasines 
 

 In general, prices in Argyll and Bute have followed the trends for Scotland as a whole. 
The period from 2001 to 2008 saw substantial price inflation (the average price rose by 
125%; the lower quartile by 139% and the median price by 117% in Argyll & Bute) 

                                                           
1
 House prices are derived from the Register of Sasines, but the analysis depends on various factors: e.g. timing (financial or 

calendar year); all sales or those excluding sales below £20k or over £1m; cleansed /relevant data; etc. Therefore, figures 
can vary dependent on context. See HNDA Technical Paper 01 for further details on the use of sasines data. 
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followed by a significant decline then a period of stabilising and recently prices in 
general do appear to be on an upward trend again. 

 

 FIGURE 4.4: Argyll & Bute Annual House Prices, 2001 – 2013 

 
               Source: SNS/Register of Sasines 
 

4.6 As might be expected, house prices vary considerably across housing market areas as 
well as over time. The following tables summarise lower quartile and average prices by 
HMA over the last five years. These tables indicate that the lower quartile prices were 
consistently lower in Bute and Kintyre, and generally highest in Mull & Iona and Lorn. 
The average prices followed a similar pattern although Helensburgh & Lomond also 
tended to exhibit higher average prices, along with Mull & Iona, and Lorn. There are no 
discernible trends within HMAs on an annual basis, with prices fluctuating widely year 
on year. It should also be noted that despite the apparent high prices in the Coll & Tiree 
HMA, the number of annual sales there are insufficient to draw robust conclusions. 

 
    TABLE 4.2: Lower Quartile House Prices by HMA, 2009 – 2013. 

 
Bute 

Coll & 
Tiree Cowal H&L I J C Kintyre Lorn 

Mid 
Argyll 

Mull & 
Iona 

2009 £51,500 £125,000 £85,000 £90,000 £90,000 £55000 £98000 £80000 £112000 

2010 £45,000 £75,000 £79,000 £90,000 £87,000 £50000 £92000 £75000 £114000 

2011 £56,000 £125,000 £70,000 £82,000 £77,000 £55000 £85000 £80000 £90000 

2012 £47,500 £90,000 £74,000 £77,000 £75,000 £57200 £88500 £76000 £100000 

2013 £59,500 £90,000 £65,000 £80,000 £73,750 £60000 £92000 £81750 £100000 
Source: Register of Sasines/Propvals. 

 
 
TABLE 4.3: Average House Prices by HMA, 2009 – 2013. 

 
Bute 

Coll & 
Tiree Cowal H&L I J C Kintyre Lorn 

Mid 
Argyll 

Mull & 
Iona 

2009 £108536 £142667 £133671 £178979 £145200 £113166 £176455 £140498 £176184 

2010 £95829 £131610 £144899 £185364 £154234 £121834 £167190 £147059 £193155 

2011 £100130 £155700 £129461 £175604 £124621 £108128 £185331 £126111 £175584 

2012 £98603 £142132 £139058 £155342 £129233 £110302 £161513 £137842 £192597 

2013 £98591 £177708 £122957 £174669 £133477 £125764 £153195 £139142 £183634 
    Source: Register of Sasines/Propvals. 
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4.7 Most recently, the Registers of Scotland Quarterly House Price Statistical Report 
recorded further increases for the average residential property prices in both Scotland 
(+5.9%) and Argyll and Bute (+13.6%) between Q1 , 2013 and Q1, 2014. Based on this 
evidence, prices in Argyll and Bute have increased at a higher annual rate, than in 
Scotland as a whole, more than double, although the average price in Argyll and Bute is 
still 3.5% lower than that for Scotland. According to this source, the average price in 
Argyll and Bute was £156,495 in April/June 2014 compared to the Scottish average 
price of £162,122.  

 
4.8 Breaking down sales by house type, it appears that prices are generally similar to 

national averages but that there have been particularly high increases in prices in the 
semi-detached (17%) and terraced (24%) markets. 

 
 TABLE 4.4: House Prices by House Type, 2013 - 2014  

Area House Type Q1 Apr-Jun 2014 Q1 Apr-Jun 2013 Annual Change  

Scotland  

Detached 

£238,242.00 £232,441.00 2.4% 

Argyll & Bute £214,290.00 £218,458.00 -1.9% 

Scotland  

Semi detached 

£150,458.00 £143,267.00 4.8% 

Argyll & Bute £150,469.00 £125,324.00 16.7% 

Scotland  

Terraced 

£132,610.00 £126,895.00 4.3% 

Argyll & Bute £117,057.00 £89,396.00 23.6% 

Scotland  

Flat 

£126,844.00 £124,440.00 1.9% 

Argyll & Bute £101,013.00 £99,643.00 1.4% 
                               Source: Registers of Scotland Quarterly House Price Statistical Report 

 
 

4.9 Private Market Affordability 
 
4.9.1 This section utilises the data analysis provided at local authority geography by the 

CHMA, based on Register of Sasines and CACI Paycheck data, to understand recent 
trends in affordability, i.e. house prices relative to incomes.  Separate analysis was 
carried out for prices based on all sales, and prices based on sales above £20k and 
below £1m (a standard approach to avoid statistical outliers and any skewing of “real” 
market transactions). To understand the trends at the sub-authority level, additional in-
house analysis was carried out using sasines data drawn from the online Propvals 
source and more detailed income data direct from CACI. In this instance, affordability 
has been assessed primarily at lower quartile and median prices and incomes. 

 
4.9.2 Affordability in the open private market is determined by a basic mortgage multiplier 

ratio. Historically the figure of 3.5 times a household’s income has been used to assess 
an affordable price, however, the CHMA’s revised HNDA guidance in 2014 
recommended using a multiplier or ratio of 4.0, which would allow for a reasonable 
wealth adjustment, and is equivalent to factoring in any assets, savings, existing equity, 
or access to financial support from family and friends that might be available to a 
potential purchaser. On this basis a ratio above 4.0 would be deemed unaffordable. The 
following graphs summarise the recent trends in Argyll and Bute and Scotland between 
2008 and 2013, relative to the affordability benchmark and based on lower quartiles, 
medians, and upper quartiles. While Argyll and Bute ratios are lower than the Scottish 
average generally (except for the upper quartile of the market), they remain consistently 
higher than the affordable benchmark. Figures 4.5, 4.6, and 4.7 are all sourced from the 
CHMA Datapack, 2014.



 
 FIGURE 4.5: Ratio of House Price to Income (Lower Quartiles – all sales), 

Argyll & Bute and Scotland, 2008 - 2013 

 
                                                                        

 FIGURE 4.6: Ratio of House Price to Income (Medians – all sales),  
 Argyll & Bute and Scotland, 2008 - 2013 

 
        
 
 FIGURE 4.7: Ratio of House Price to Income (Upper quartiles – all sales),  
 Argyll & Bute and Scotland, 2008 - 2013 

 
        Source: CHMA Datapack, 2014 
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4.9.3 At all quartiles of the market, prices in Argyll and Bute have remained above 
an affordable threshold, although the lower quartile (often seen as entry level 
point for first time buyers) has been the most unaffordable sector of the 
market. 

                           
 Figure 4.8: Argyll and Bute Affordability Trends - House Prices divided by 

income by quartile 2008-2013 (all sales) 

 
                                                                       Source: CHMA Datapack, 2014 

 

4.9.4 Similar trends are evident when affordability analysis is carried out using only 
sales between £20k and £1m. Table 4.3 summarises the ratios for Argyll and 
Bute and Scotland from 2011 to 2013, based on CHMA data provided. The 
ratios for lower quartile prices and incomes are significantly higher than those 
for median or upper quartile prices and incomes, indicating that lower quartile 
housing remains less affordable relative to income than housing in the other 
quartiles of the market. In the last three years, affordability at the lower and 
median quartiles has improved in Argyll and Bute, with ratios decreasing; and 
overall, apart from the upper quartiles, housing in this authority has remained 
more affordable than in Scotland as a whole. 

 

 TABLE 4.5: Housing Affordability, Argyll & Bute, 2011-2013 
  (excl. sales <£20k & >£1m) 

  2011 2012 2013 

  
Argyll & 

Bute Scotland 
Argyll & 

Bute Scotland 
Argyll & 

Bute Scotland 

Lower  
Quartile 5.98 6.40 5.73 6.01 5.64 6.13 

Median 5.13 5.16 4.86 4.95 4.83 5.12 

Upper  
Quartile 4.54 4.46 4.37 4.34 4.55 4.48 

         Source: CHMA Datapack, 2014 

 
4.9.5 As might be expected, affordability varies considerably across housing market 

areas. The following tables summarise the ratios for mean and lower quartile 
prices and incomes by HMA in 2013. On this basis, only Bute would be 
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considered affordable at mean prices for those on mean incomes, while Coll & 
Tiree and Mull & Iona appear to be particularly unaffordable. At the lower 
quartile prices and incomes, none of the HMAs would be affordable and Mull 
& Iona would be particularly unaffordable. 

 
       TABLE 4.6: Affordability by HMA (Mean Prices to incomes) 2013 

 

Mean  

Housing Market Area Income Price Affordability Ratio 
Bute £26,694 £98,591 3.7 

Coll and Tree £30,300 £177,708 5.9 

Cowal £29,004 £122,957 4.2 

Helensburgh and Lomond  £38,435 £174,669 4.5 

Islay, Jura and Colonsay £27,977 £133,477 4.8 

Kintyre £27,315 £125,764 4.6 

Lorn and inner Isles £31,692 £153,195 4.8 

Mid Argyll £32,670 £139,142 4.3 

Mull and Iona £31,417 £183,634 5.8 
     Source: CACI Paycheck & Register of Sasines 2013 
 
 
 

 TABLE 4.7: Affordability by HMA (Lower Quartile Prices to incomes) 
2013 

 

Lower Quartiles 

Housing Market Area Income Price Affordability Ratio 
Bute £11,884 £59,500 5.0 

Coll and Tree £13,599 £90,000 6.6 

Cowal £13,041 £65,000 5.0 

Helensburgh and Lomond  £16,242 £80,000 4.9 

Islay, Jura and Colonsay £12,716 £73,750 5.8 

Kintyre £12,187 £60,000 4.9 

Lorn and inner Isles £14,074 £92,000 6.5 

Mid Argyll £14,644 £81,750 5.6 

Mull and Iona £14,380 £100,000 7.0 
                 Source: CACI Paycheck & Register of Sasines 2013 
 
 

4.9.6 Another approach to affordability analysis is to derive an indicative affordable 
income by applying the standard affordability ratio, 4.0, to the average and 
lower quartile prices for the area. In Argyll & Bute in 2013 the average house 
price was £146,308 and the lower quartile price was around £75,000. Based 
on the affordability ratio of 4.0, a household would therefore require a 
minimum income of around £36,577 to comfortably afford the average price, 
or £18,750 to afford the lower quartile price. From the CACI income data, 
which details the number of households within each income band in an area, it 
is then possible to calculate the number of households whose income falls 
above or below the required levels. This gives an indication of the percentage 



of local households who cannot afford housing at the average or lower quartile 
prices. 

 
 In the following table, approximately 27,207 households have an income less 

than the £36,577 required to afford the average price. This is calculated by 
adding all the totals for each income band below £35-40k (the cells 
highlighted in orange), plus a proportion within that band (highlighted in yellow 
- roughly half of this band total). This represents 67.5% of the total households 
estimated in the CACI dataset. 

 

TABLE 4.8: Argyll & Bute Households by Income Bands, 2013 

Argyll & 
Bute 

Total 
Households 

0-
5k 

5-
10k 

10-
15k 

15-
20k 

20-
25k 

25-
30k 

30-
35k 

35-40k 

Households 40,321 1,069 4,438 5,470 4,774 3,822 3,372 3,014 2,495 

 40-45k 
45-
50k 

50-
55k 

55-
60k 

60-
65k 

65-
70k 

70-
75k 

75-
80k 

80-85k 

Households 2,246 1,808 1,472 1,191 949 754 621 462 406 

 85-90k 
90-
95k 

95-
100k 

100-
120k 

120-
140k 

140-
160k 

160-
180k 

180-
200k 

200k+ 

Households 344 297 245 586 268 132 57 18 11 

Source: CACI Paycheck, 2013 
 

 Following a similar calculation for the lower quartile price, approximately 
14,939 households (37%) are in income bands lower than the £18,750 
required to afford at this level. 

 
4.9.7 In summary, this analysis suggests that over 67% of local households cannot 

afford the average house price in Argyll and Bute and 37% cannot afford the 
lower quartile price. The previous HNDA for Argyll and Bute estimated that 
around 61% of local households could not afford to purchase on the open 
market (at 2008 average prices and incomes). On this basis, despite prices 
being generally lower, since local incomes have also declined in relative 
terms, it can be concluded that affordability in Argyll and Bute has actually 
worsened in recent years.  

 
4.10 Affordability – Private Rent 
 
 According to the Index of Private Housing Rental Prices, in the 12 months up 

to December 2014 rental prices in Scotland increased by 2.1% and since 
December 2011 they increased by 5%. Analysis of the Local Housing 
Allowance (LHA) figures provides an indication of the relative affordability of 
private renting in recent years at Broad Market Rental Areas (BMRA).  In 
Argyll and Bute there is a single BRMA, contiguous with the local authority 



boundaries. The LHA is based on the 30th percentile of private rent values in 
the BRMAs which represents the level of rent where around 3 in 10 properties 
are let at or below LHA. The list of rents is a representative sample of private 
sector rents paid across the BRMA, including those from the lower end 
through to the upper ends of each rental market. The following table 
summarises the LHA rates in Argyll and Bute over the last four years. Apart 
from single shared bedroom properties, which have decreased by 3.3%, and 2 
bedroom properties which have not changed, the LHA rates for other sizes 
have all increased by at least 4% over the last four years. 

 

TABLE 4.9: Local Housing Allowance Rates 2012 -2015 

  2012/13 2013/14 2014/15 2015/16 % change 2012 - 2015 

1 bedroom shared £63.46 £60.46 £59.00 £61.36 -3.31% 

1 bedroom  £80.77 £80.77 £84.00 £84.23 4.28% 

2 bedrooms £103.85 £103.85 £103.85 £103.85 0.00% 

3 bedrooms £115.38 £117.92 £119.10 £120.29 4.26% 

4 bedrooms £173.08 £173.08 £173.08 £180.00 4.00% 
Source: Scottish Government, Local Housing Allowance figures 

 
4.11 Scottish Government analysis of local rent levels by size indicates similar 

trends over recent years. 
 

 
Source: Scottish Government Analysis 2014 

 
 
 The same analysis shows that Argyll and bute is one of only three local 

authorities that has actually seen a % decrease in average rents (for 2 bedroo 
properties) between 2010 and 2014. This is illustrated in the chart overleaf. 
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4.12 The extensive study into the private rented sector in Argyll and Bute in 2013, 

carried out by consultants Arneil Johnston on behalf of the council’s Housing 
Services, included a detailed affordability analysis. From that research, the 
following tables summarise the distribution of property rents by property size, 
area and type. The average rental value in Argyll & Bute was £5,236 per 
annum and £436 per month. Rents are highest in Helensburgh & Lomond 
(17% higher than average) and considerably lower in the Mid Argyll; Kintyre; 
and Islay, Jura & Colonsay region (12% lower than average). 

 
 TABLE 4.10: Annual PRS rents by property size & area 2013 

Property size 
(bedrooms) 

Argyll & 
Bute 

Bute & 
Cowal 

Helensburgh 
& Lomond 

MAKI OLI 

1 £4,339 £4,240 £4,484 £3,776 £4,900 

2 £5,127 £5,055 £5,821 £4,654 £5,029 

3 £5,684 £5,138 £7,111 £4,891 £5,969 

4 £6,532 £6,279 £9,242 £5,112 £6,593 

5 £8,053  £10,635  £5,988 

Average £5,236 £4,920 £6,104 £4,597 £5,472 

Monthly Average £436 £410 £509 £383 £456 
 Source: PRS Tenants Survey, Arneil Johnston, 2013 

 

 
 TABLE 4.11: Monthly PRS rents by property type & size 2013 

Property size 1 2 3 4+ Average 

Flat £357 £426 £474 £510 £418 

House £397 £424 £470 £574 £459 
                        Source: PRS Tenants Survey, Arneil Johnston, 2013 

 
 

4.13 The research found that a 1 bedroom property was the only property size for 
which the LHA rate is insufficient to cover the average cost (3% less than PRS 
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CHART 1:   Cumulative % Change in Average (mean) Rents from 2010 to 

2014 (years to end-Sept), by Broad Rental Market Area - 2-Bedroom 
Properties   



average rents). Whilst the average rents for 2 and 3 bedroom properties in 
Argyll & Bute were 6% and 8% (respectively) lower than the LHA rates for 
these property sizes; the average rent for a 4 bedroom property was 
significantly less than would be available for tenants claiming subsidy to assist 
with housing costs. The shortfall in 1 bedroom subsidy may pose problems for 
the majority of PRS tenants who are single people, however, the affordability 
of larger property sizes generally relative to market benchmarks would appear 
to be very competitive.  

 
4.14 Nevertheless, the study also found that the income profile of private rented 

tenants is significantly lower than that of the general population; and that 35% 
of the current PRS tenant population devote more than 40% of their income to 
rental costs. The study estimated that, at a sustainable rent to income 
threshold range, between 35% and 42% of Argyll and Bute households cannot 
afford the costs of private renting; while between 40-47% of existing PRS 
tenants cannot afford to sustain this tenure. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



5.0 CONCLUSIONS 
 
5.1 The national background. 
 
5.1.1 A Scottish Government analytical paper on selected economic and social 

trends and their impact on the Scottish housing system in 2011 provided an 
overview that remains highly relevant in 2015.  The Scottish housing system 
has experienced considerable volatility over the last decade and a half. A 
sharp increase in house prices up to 2008 helped in part to fuel the credit 
crunch and subsequent recession. This resulted in a drop in house prices and 
an even larger drop in housing activity levels, such as house sales and 

private‐sector new build.  
 
5.1.2 The Scottish economy has stabilised following the recession. However, there 

are a number of risks to the recovery, such as a potential re‐emergence of 
widespread difficulties in the international financial system as well as the 
impact of the policy of large fiscal contraction that the UK government 
continues to pursue. Partly as a result of this volatility, as well as due to other 

long‐term trends, there are a number of important challenges which face both 
the national and local housing system over the next decade.  

5.1.3 The after-shock of the credit crunch on the banking sector, and the resultant 
policy responses, are likely to continue to restrict the availability of mortgage 

finance for a considerable period. First‐time buyers who do not have family 
assistance are faced with barriers from higher deposit requirements.  

 

5.1.4 The private rented sector is becoming increasingly important, especially for 
households under 35 and if this trend continues it is estimated that the sector 
will house the majority of young households by 2020. Many households on 

below‐average incomes in this sector experience significant affordability 
issues, with poorer households paying on average about half of their income 
in rent. Although aspirations for home ownership remain, without assistance 
from parents or others, these households will struggle to accumulate sufficient 
savings for the level of deposit now required to become home owners, and 
they are also now faced with the prospect of significant cuts to housing benefit 
by the UK government.  

 

5.1.5 The UK Comprehensive Spending Review indicated that Scottish Government 
resources to assist in meeting these challenges will be significantly 
constrained. The constraints on capital budgets, which are particularly 
important for housing and regeneration, are especially severe.  

 

 

 

 

 

 



5.2 The Argyll and Bute Economy - Key Issues 

 

 Demography2 - The declining and ageing population will have a critical 
impact on the economic base within Argyll and Bute. The working age 
sector of the local population is set to reduce significantly and natural 
factors alone will not be sufficient to counter this trend.  Net in 
migration is the key solution. The concern has been raised that this 
could become a self-fulfilling spiral of decline whereby, for example, 
housing investment is constrained and so affordable housing is 
unavailable to attract and retain new staff for small and medium 
businesses seeking to grow, or for essential incoming workers required 
to sustain fragile rural communities. 
 

 Employment – Overall economic activity is relatively healthy in Argyll 
and Bute, with consistently low, and decreasing, rates of 
unemployment in comparison to Scotland as a whole. However, the 
nature and pattern of employment is significantly different from the 
national situation and presents real risks. High levels of part-time and 
seasonal working, plus significant levels of self-employment could 
undermine a fragile economic recovery; and in terms of the housing 
market this can also have a negative effect on lenders’ willingness to 
make mortgages available. 

 

 Occupations – There has been an overall decrease in the number of 
employee jobs in the area over the last five years, and the reliance on 
public sector services in particular is likely to be a serious issue in the 
short to mid-term at least. Investment and employment in the public 
sector is set to decline further over this period and only gradually 
recover by the middle of the next decade. However, there are sectors 
of relative buoyancy including tourism-related services such as 
accommodation & food services; and potential areas for growth, such 
as renewable energies. 

 

 Productivity – Argyll and Bute has low relative output in terms of GVA 
turnover, although in the five years following the 2008 recession the 
Scottish GVA fell by 8% while locally it was relatively static. Local 
earnings tend to be lower than the national average and are 
decreasing. While local commentators acknowledge the entreprenurial 
culture in Argyll and Bute, combined with self-reliant attitude and a 
degree of economic resilience, it is also recognised that this is not 
being fully exploited or harnessed to generate and sustain growth.  

 

5.3 Implications for the HNDA – future scenarios 
 
 To calculate the requirement for new build housing over the next five and ten 

years, local authorities must agree on a range of potential scenarios for future 

                                                           
2
 Demographic data and analysis, including future household and population projections, will be covered in 

detail in HNDA Technical Supporting Paper 03. 



demographic and economic trends. Based on the analysis of the available 
data presented in this paper and drawing on the work of colleagues in 
economic development, it is proposed that the following three scenarios 
should form the basis of the economic/income component of the HNDA. 

 
 Scenario 1: Slow decline - weaknesses in the structure of the local 

economy, combined with current demographic trends and constrained 
opportunities, plus the impact of wider national and global economic threats 
could lead to continuing economic decline with incomes generally decreasing 
(say by -1.0% per annum) to around 2022 and possibly thereafter seeing a 
gradual recovery to around 2.0% increases per annum. 

 
 Scenario 2: Flat/Static – a more optimistic view, whereby local strengths in 

certain sectors of the economy (e.g. tourism) and consistently healthy 
employment rates for example mitigate against the worst economic risks and 
challenges facing the area, and help to stabilise and sustain current levels of 
output, albeit with zero income growth to around 2020, then growth in the 
order of 2.5% per annum over the subsequent decade. 

 
 Scenario 3: Inflation target - the implementation of the local Economic 

Development Action Plan, maximising potential opportunities such as growth 
in renewable energies, and successful delivery of the objectives of the Single 
Outcome Agreement to reverse the critical population decline, could  help to 
keep local incomes rising at least in line with inflation, at around 2.0% per 
annum up to 2020, then increasing further by around 2.5% per annum over 
the next decade. 

 
 Other scenarios proposing say “modest” or “reasonable” income increases of 

between 4.0% and 6.0% per annum might be considered less likely in the 
current local context, and more relevant to other areas of Scotland which are 
seeing natural population increases. 

 

5.4 The CHMA HNDA Tool is also pre-programmed with four income 

distribution scenarios that are designed to offer the users a range of 

options to include higher scenarios, lower scenarios and scenarios 
midway between these. Local authorities are required to select the 

scenario(s) which best reflect what might happen to the shape of the 
income distribution in the local area in future years. These scenarios 

include: 
 Higher end runs away: The incomes of the most affluent (the 

90th percentile of the income distribution) increase much more 
steeply compared to the incomes of least affluent (the 10th 

percentile of the income distribution);  

 Creeping inequality: The incomes of the most affluent (the 
90th percentile of the income distribution) increase more steadily 

compared to the incomes of least affluent (the 10th percentile of 
the income distribution);  

 Flat (core/default): The incomes of the most affluent (the 90th 

percentile of the income distribution) and the least affluent (the 

10th percentile of the income distribution) do not increase;  



 Creeping equality: The incomes of the least affluent (the 10th 

percentile of the income distribution) increase much more 

steeply compared to the incomes of least affluent (the 90th 

percentile of the income distribution).  
 
 As there is no clear evidence available to support any particular scenario over 

another, it is proposed that the HNDA calculation is run using each of these 
scenarios for income distribution to provide a potential range of outcomes 
which will influence the affordability component of the HNDA calculation.  

 
5.5 Key issues for the LHS 
 
5.5.1 Economic forecasts are uncertain and the current economic environment 

remains fragile. However, this paper aims to summarise the broad outlines of 
the economic background against which planning and spatial policy decisions 
will be taken over the life of the next LHS. The following strategic 
considerations arise from the preceding analysis and data trends. 

 

 The housing sector has an important contribution to make to the 
sustainability and growth of the local economy, particularly in terms of 
helping small to medium sized businesses attract and retain sufficient 
staff to grow; and to ensure that the essential incoming workers 
necessary to help sustain fragile rural communities can access 
suitable, affordable accommodation in appropriate locations. This 
means, in addition to addressing immediate and backlog needs, the 
development strategy and housing management policies must 
facilitate aspirational growth in supply of housing for young families 
and working age households. 
 

 The decreasing and ageing population is likely to change the ideal mix 
of housing provision, and developments which allow older households 
to downsize (in the private sector as well as social rented sector) can 
have multiple benefits such as: releasing existing stock suitable for 
family occupation; providing capital to fund higher living standards in 
retirement; and more suitable accommodation for older people that 
reduces the burdens on the care system. Increased availability of 
affordable family-sized accommodation is likely to provide one of the 
key attractions to potential migrants to Argyll and Bute. It is evident 
from current population profiles and projections that natural, internal 
trends (e.g. mortality over birth rates) cannot mitigate the significant 
population decline, and promoting net in-migration is the only real 
solution. Housing must play a role in supporting this policy objective. 

 

 There is a danger that lower housing needs assessments, predicated 
on declining population and economic trends, will lead to a self-
fulfilling spiral of downward investment which in turn further stifles 
potential household formation and in-migration. It is important that 
housing investment is maximised and innovative funding models and 
sources of investment are proactively pursued. 

 



 Affordability remains a critical issue across the housing system and 
across the HMAs. Owner occupation is likely to remain an 
unachievable aspiration for many local households and there will be a 
need to ensure that the rented sectors have sufficient capacity to 
meet levels of demand. While the feared increase in repossessions 
following the economic recession have not been manifested, other 
impacts such as mortgage restrictions continue to affect the housing 
market. 

 

 In general, housing can make a significant contribution to the 
economic well-being of an area, and to the GDP. It helps to increase 
employment opportunities; supports stability across the housing 
market; helps to facilitate mobility in the workforce; contributes to the 
general perceptions of an area’s attractiveness; and also impacts on 
the carbon footprint and fuel poverty. Investment in housing has a 
recognised multiplier effect on local economies, and public sector 
investment in housing attracts significantly higher levels of private 
finance. 

 

 In addition to sustaining fragile rural communities, housing can have a 
key role to play in supporting town centre regeneration and can 
deliver efficient synergies with economic development plans for these 
areas. As with those responsible for future economic strategies, 
housing partnerships will face hard decisions about the optimum 
targeting of restricted resources e.g. whether to spread investment 
equitably across small, rural and larger town areas but risk diluting the 
potential economic impact; or to target the main centres of 
employment opportunities with established transport links etc, in order 
to maximise synergies between housing and the economy (and also 
thereby addressing the numerically highest levels of existing housing 
need in terms of registered waiting list applicants). The future LHS will 
be required to take a view on such issues. 


