[image: image4.emf]Population 1.1 0.6 0.5 0.5 0.4 0.1

Working age population 1.0 0.3 0.0 0.0 0.0 -0.2

Total employment -1.1 -0.2 1.3 0.4 0.2 0.1

Employees: total -1.6 -0.2 1.3 0.4 0.2 0.1

Self employed: total 3.3 -0.7 1.0 0.5 0.3 0.2

Unemployment -1.4 6.7 -3.5 0.2 -0.1 0.7

Unemployment rate (pp) 0.0 0.4 -0.3 0.0 0.0 0.0

Residence employment  -0.1 -0.2 1.2 0.4 0.2 0.2

Residence employment rate (pp) -0.7 -0.3 0.8 0.2 0.1 0.2

GVA 1.1 1.6 2.9 2.3 2.0 2.0

Households 1.4 0.9 0.8 0.8 0.8 0.6

Source: Oxford Economics
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[image: image5.emf]Agriculture 1.0 0.4 -0.8

Extraction -0.1 -0.1 0.0

Manufacturing -79.7 -11.2 -22.5

Utilities -4.2 6.3 -1.2

Construction 18.0 -23.1 9.6

Distribution & retail -2.9 -5.2 18.4

Hotels & catering 4.5 -2.7 6.4

Transport & comms 13.6 -6.9 9.5

Financial services 9.7 -5.0 1.8

Business services 76.5 8.7 70.6

Public admin & defence 11.2 0.3 -5.6

Education 9.2 3.1 -3.4

Health 35.6 -0.3 6.6

Other personal services 17.0 4.9 12.6

Total 109.5 -31.0 102.1

Source: Oxford Economics

Note: Blue shading = top three sectors. Red shading = bottom three sectors.
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	SUMMARY:
The 2011 Greater Manchester Forecasting Model (GMFM) produced by Oxford Economics on behalf of the Association of Greater Manchester Authorities (AGMA) suggests that the challenging economic outlook, both nationally and locally, is likely to persist for the next two years. In light of recent economic data and evidence from a variety of sources, forecasts have been revised downwards for this and the next year. The forecasts make clear that the outlook remains uncertain and risks are skewed to the downside. The full impact of public spending cuts remains uncertain though the private sector has offset some of the public sector job losses. Public sector reform will have a profound effect on some local economies, making contingency plans all the more important. The forecasts also show that the consumer outlook is bleak, with a fall in consumer spending growth now forecast for this year. In terms of potential solutions to the ongoing downturn, Oxford Economics make clear that ‘re-balancing’ of the economy is not as simple as returning to increased manufacturing, but rather developing a broad range of knowledge and export-intensive products and services. Growth shown in the forecasts is heavily dependent on business services creating jobs, which includes activities spinning out of manufacturing and the public sector. Exports remain critical to future growth, but the patchy global recovery means it will be a far from smooth approach. Innovation in policy will be as important as innovation in businesses in the coming years. 

	Introduction
GMFM is developed by Oxford Economics for New Economy on behalf of the ten AGMA authorities and is a key component of Greater Manchester’s evidence base. The model is of importance to all key policymakers in the conurbation who have a role in shaping public and private sector strategy. This briefing sets out the key findings presented to the GMFM seminar hosted by New Economy on 12 October.
Employment
Whilst the impact of this economic downturn on unemployment has not been as severe as some expected, there has been a significant impact on employment in Greater Manchester, which has lost 30,000–35,000 jobs since 2008 (a fall of 2.5%), and the forecasts for growth to 2015 have weakened since last year’s forecast.
For both GM and the North West, peak levels of employment were experienced in 2007; however GM as a whole is forecast to recover these employment levels two years quicker (2015) than the North West region. Overall, employment is expected to grow by 6% within the conurbation over the next quarter of a century.
Public sector administration
The effects on public sector employment are forecast to be particularly severe. Employees in the public sector across GM reached a peak in 2010 at 66,600 employees, whilst falls are expected year-on-year across nearly all years of the forecast to 2032, an overall fall of 17%. 
Sector changes
The forecasts suggest a very different employment outlook across (broad) sectors compared to pre-recession (2007) levels. Greater Manchester’s largest sector, Business Services, which employed 217,000 in 2007, is forecast to grow by 42% up to 2022, with over 70,000 jobs added in the coming decade. However, growth within the sector is not forecast to be uniform, with for example, employment in insurance calculated to fall rapidly. Distribution and retail is expected to be the next best performing sector, adding over 18,000 in the years to 2022; followed by personal services with nearly 13,000 new jobs over that time frame. Over the full forecast period, the health sector is expected to grow significantly, despite public funding constraints, due in part to the ageing of the population and subsequent greater care needs.
Despite its importance as an output and export generator for GM, employment in manufacturing is forecast to continue to fall. Whilst this decline is expected to be slower than over the last decade, this still equates to nearly halving over the next 25 years – falling from Greater Manchester’s third most important employment sector to our eighth most important. 
Table 1 – Total employment change in Greater Manchester in thousands, for selected time periods
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GVA
In terms of economic growth – as measured by Gross Value Added (GVA) – GM is forecast to see growth of 2.6% per annum in the years to 2020; with GM forecast to be the best performing area in the North West. Business services are key to that strong forecast. However, there has been a downward revision in the forecasts for GVA growth rates, compared to 2010 forecasts (as below).
Figure 1 – Comparison of 2011 and 2010 forecasts for GVA
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Population and household change
All GM districts are forecast to experience population growth from 2007 to 2032. This growth is particularly strong within the two cities of Manchester and Salford, which account for 1-in-2 net additional residents are forecast. The release of the 2011 Census migration flows in 2012 will help to refine these forecasts going forward. The higher levels of migration in GM in recent years have meant the property market has fallen less than elsewhere in the North West. 
For GM as a whole, household numbers are forecast to grow year-on-year, averaging growth of around 10,000 per year. A quarter of the conurbation’s household growth is forecast to take place within the City of Manchester. This also accounts for over 40% of the region’s growth. Relatively high international migration levels remain somewhat puzzling given the state of the economy, and if there is a return to lower levels then forecast housing demand will be correspondingly reduced.
Commuting
The growth in employment, housing and population are driving increasing levels of commuting across the conurbation. Rochdale, Tameside, Bolton, Wigan and particularly Oldham are forecast to show growing net outflows of commuters, and whilst Stockport and Bury actually see some falls in out-commuting, they remain significant net exporters of workers. Trafford, Manchester and Salford remain the primary destination for commuters, being large net importers of labour, as summarised in Table 2.
Table 2 – Forecast summary, Greater Manchester (% per annum)
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Opportunities
Despite the gloomy economic growth and employment outlook, the forecasts present a number of areas where GM could exploit opportunities for growth. Individual GM districts hold a number of distinct sector strengths, and GM as a whole retains specialisms in a number of areas, as illustrated in Table 3. 

Table 3 –Greater Manchester sector specialisms (UK employment average=1.0)
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Furthermore, a key national priority is to increase the value of UK exports – as the domestic outlook remains subdued – and Greater Manchester has an opportunity to be at the forefront of taking advantage of growth opportunities elsewhere in the world. GM represents over a third of the region’s exports (in value terms) and there are opportunities across sectors to improve on this going forward.
Conclusions
The updated forecasts highlight the continuing weakness of economic conditions, which translate into disappointing forecasts for employment in much of GM. There are some encouraging signs though in regards to further growth in the long-term, particularly within the conurbation core, which is predicated to consolidate its role as a centre for business growth of regional and national importance. Upskilling of the labour force is vital for reducing growing worries on unemployment levels particularly amongst the younger residents, whilst attracting companies within the graduate-intensive sectors will increase graduate retention within the conurbation – reducing the losses of the more highly skilled.
Policy areas to focus on include reducing the cost and barriers for business start-up and export growth, continued support for our existing stock of our larger businesses, and understanding the impact of further cuts to spending. Flexibility in policy and strategy will be part of the new approach to maximise opportunities.
Further information
Oxford Economics’ presentations on the macro economic background and the forecasts for Greater Manchester are available here.
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Demolition and site preparation 4.4

Manufacture of grain mill products, starches  3.9

Wireless telecommunications activities 3.6

Manufacture of gas;  3.5

Manufacture of other textiles 3.1

Construction of utility projects 2.9

Retail trade not in stores, stalls or markets 2.6

Repair of personal and household goods 2.2

Residential care activities for learning disabilities, mental health and substance abuse 2.2

Manufacture of bakery and farinaceous products 2.1

Source: BRES, Oxford Economics

Note: sectors have a minimum of 1000 employees

