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1. INTRODUCTION

Greater Manchester
 is a city region of immense opportunity but also one that faces intense challenges. The Manchester Independent Economic Review (MIER)
 concluded that, outside London, the city region’s scale and potential to improve its productivity makes it the best placed city to drive economic growth in the UK. The reviewers identified two challenges Greater Manchester faces in achieving this. One was to boost productivity, the other was to ensure that all parts of the city region, and all its people, are able to benefit from the stronger economy. The importance of skills is at the heart of both these challenges.  Following on from the MIER, the Commission for the New Economy (referred to as New Economy) has set out a series of ambitions for Greater Manchester in the Greater Manchester Strategy
.  This document will also be used to inform the Skills and Employment Strategy.

In 2009 Greater Manchester was designated a Statutory City Region with new devolved powers over the economy including over adult skills. The Commission for the  New Economy’s Board has assumed the responsibility of a statutory Skills and Employment Board with the power to set the city region’s strategy for adult skills. Manchester was the first city region after London to be granted such powers. The New Economy Board is led by Manchester employers and also includes representation from the majority of Manchester’s local authorities’ political leadership.
 

Unlike London, Greater Manchester now also has powers to plan and allocate funding for 16-19 study, including apprenticeships, with a single grant allocation for the city region. A core part of New Economy’s remit is to identify the immediate and strategic long-term skills needs and priorities in Greater Manchester, that will underpin both the 16-19 and adult skills strategies based on robust analysis and evidence. 

In practice these powers relate to the planning and co-ordination of Skills and Employment Strategies from 2011 onwards and New Economy will be working to a full Skills and Employment Strategy to that end for publication in the autumn of this year (2010). In the meantime New Economy are publishing this Skills Priority Statement (as in previous years) so that we can alert partners and stakeholders to our new responsibilities, signal our overarching priorities for this year and set out the timetable and process for developing our full strategy later this year. Above all New Economy wish to set out how we intend to work – our values, principles and aims for this endeavour.

2.
GREATER MANCHESTER’S SKILLS AND EMPLOYMENT BOARD

In March 2010 the New Economy Board was designated by Government as a statutory Skills and Employment for Greater Manchester with the remit to develop a skills strategy with local employers. Through amendments to several Acts of Parliament
, the Skills Funding Agency is legally required to deliver the strategy that New Economy’s Board develops. London, Manchester and now Birmingham are the only cities in the UK to have these powers.
New Economy’s Board was given this status in recognition of Manchester’s track record of pioneering collaboration between the public and private sectors in developing an employer-led skills system. The Board went through a rigorous assessment process to determine the strength of its links with employers undertaken by the UK Commission for Employment and Skills on behalf of the Department for Business, Innovation and Skills (BIS).

New Economy’s Board is chaired by Mike Blackburn, BT’s Regional Director in the North West, with a membership of 14 additional political and business leaders. The full remit given to the Board is to: 

· identify the immediate and strategic long-term skills needs and priorities in Greater Manchester, based on robust analysis and evidence;

· formulate a Skills and Employment Strategy for Greater Manchester;

· lead the drive to reassess the value for money of all public investment in skills and employment in Greater Manchester;

· act as the primary body for all government departments and their agencies to deal with in relation to the development and operation of all skills and employment programmes and performance in Greater Manchester; 
· engage with employers in Greater Manchester to raise the quality of, and demand for, investment in skills training, increasing the number of employers recruiting through Jobcentre Plus, and ‘hiding the wiring’ in the publicly-funded skills and employment system;

· analyse, monitor and publish regular reviews of the delivery of Greater Manchester’s Skills and Employment Strategy, incorporating delivery reports from the Skills Funding Agency, Jobcentre Plus, Department for Work and Pensions, North West Development Agency and other delivery partners;

· produce an overall annual report, setting out milestones and progress, and updating the strategy and priorities; 

· provide feedback and recommendations to all bodies with responsibilities for skills provision in Greater Manchester on how well the skills and employment system is meeting the needs of employers, residents and long-term sustainable economic growth in the city region.

This agreement covers a budget of over £200 million annually to provide education and training for those aged 19 and over studying in colleges and in the work place. 

Formally, the Board’s remit over SFA activity extends to mainstream Adult Learner Responsive funding (aged 19 and above) and Employer Responsive funding (Train to Gain and Adult Apprenticeships), as well as Information Advice and Guidance and European Social Fund activity. New Economy will also have an important role in shaping the Integrated Skills and Employment programme and, in line with existing Department of Work and Pensions (DWP) localisation arrangements, will have a clear role in helping to shape DWP provision.

All of these powers are designed to complement and accommodate strategies and policies developed and delivered at both national and regional levels. Greater Manchester is committed to working with relevant partners and agencies so that individuals and organisations in the city region are able to fully capture the benefits of all skills policies and programmes whether developed at local, regional or national levels. 

New Economy fully support many national initiatives and strategies and will be working to achieve:

· world class apprenticeships in Greater Manchester 

· a better integrated employment and skills system 

· new industries and new jobs growing and thriving in GM 

· an innovative and sustainable economy in the city region 

· world class colleges and universities driving GM's economic and social ambitions 

· people and businesses helping to shape education and training in GM 

· research and scientific excellence in universities and in business
In line with these strategies, in the medium to longer term, the agreement with Government sets out that New Economy’s Board will also look to develop its role in relation to:

· employment activity

· higher-level skills issues

· related industrial and innovation strategies

· ‘market stewardship’ to ensure that Manchester has a competitive, effective and highly responsive market of providers; and

· joint targets relating to sustainable employment with progression and raised productivity, potentially encompassing enhanced co-commissioning across agencies and central, regional and local government funding.

2.1 Aims and Principles of Working

As set out in the Greater Manchester Strategy New Economy have a series of ambitious aims for Greater Manchester:

· We will secure our place as one of Europe’s premier city regions, synonymous with creativity, culture, sport and the commercial exploitation of a world class knowledge base. 

· We will compete on the international stage for talent, investment, trade and ideas. 

· We will be seen and experienced as a city region where all people are valued and have the opportunity to contribute and succeed in life. 

· We will be known for our good quality of life, our low carbon economy and our commitment to sustainable development. 

· We will create a city region where every neighbourhood and every borough can contribute to our shared sustainable future. 

· We will continue to grow into a fairer healthier, safer and more inclusive place to live, known for excellent, efficient, value for money services and transport choices. 

· We will deliver focused and collegiate leadership based around collaboration, partnerships and a true understanding that together, we are strong.

In order to take these ambitions forward, and to fulfil the requirements of our Employment and Skills Board status, forward we will be developing a Skills and Employment Strategy for Greater Manchester. This will also act as the Work and Skills Plan for Greater Manchester that will be required for 2011. In combining these two requirements we will ensure that Greater Manchester has a single set of priorities for skills and employment that can then be articulated consistently 
across a range of government departments and agencies. Such coherence in approach and prioritisation will be vital as we look to adapt to the changes that a new funding climate is likely to bring. 

The Skills and Employment Strategy for 2011-2012 is a vital component of the Greater Manchester Strategy and a fundamental building block for the economic and social ambitions of the city region.   It is therefore crucial that New Economy engages and collaborates with partners at the deepest and broadest levels to understand the learning, development and skills needs that will drive the ambitions of Greater Manchester and of the organisations and individuals within it.  

New Economy will listen to, discuss and explore ideas with partners and stakeholders to understand how we can work together to maximise public funding in relation to learning and development.  We will also explore the broader skills and workforce development market – the types of learning and development that happen without public funding and how this can be expanded and developed across other organisations. Having an employer-led Skills and Employment Board will bring real added value in connecting with and encouraging Greater Manchester employers that investment made in learning and development can bring real benefits to their business.

New Economy will work with partners that represent a cross-section of organisations that contribute to the Greater Manchester economy at local, regional, sectoral and national levels.  We will help to connect partners and organisations together and act as a facilitator to explore how things can work better in order to maximise public expenditure and meet the needs of individuals and employers.

Above all, New Economy is committed to working in a collaborative, transparent and an enabling style. We believe that by working together and best understanding the needs of employers, individuals and other stakeholders, we will genuinely create a better and more effective skills and employment system for Greater Manchester.
Employers and Trade Unions

New Economy will engage with a variety of organisations large and small within Greater Manchester using the links it has with various Board members and sub-groups.  We will also engage directly with employers, employer organisations and trade unions throughout the city region to fully understand the broadest and most detailed priorities for learning and development within organisations. Our Skills and Employment Strategy will reflect the needs, behaviours and ambitions of employers and individuals in the Greater Manchester economy and we will work closely with them to develop and to implement the strategy.

AGMA and the Ten Local Authorities: Bolton, Bury, Manchester, Oldham, Rochdale, Salford, Stockport, Tameside, Trafford and Wigan


The Skills and Employment Board and New Economy will work with each authority to understand its skills and employment landscape and how it fits in with the broader labour market and economy in the city region and beyond.  Local authority skills and employment plans will help to inform New Economy’s Skills and Employment Strategy, ensuring that local priorities will be fed into mainstream commissioning decisions. Key elements of the work with Local Authorities will involve ensuring we maximise local benefit opportunities from procurement, capital developments, incorporating intelligence about future development and planned changes in land use where appropriate, as well as developing a clear strategy for our Future Jobs Fund activity that embeds effective recruitment practices with a wide range of employers. 

In developing our priorities we will work with the other Greater Manchester Commissions. Specific areas of joint work will include with the Health Commission in order to help reduce the number of people on sickness benefits, and with the Environment Commission to support the development of the low carbon sector as a mechanism to boost growth, employment and innovation.  New Economy will also work with the other Commissions (Health, Environment, Planning and Housing, Public Protection, Improvement and Efficiency and Transport) within Greater Manchester and other groups such as the Team Manchester Economic Development Leads (TMEDL).

North West Development Agency (NWDA)

New Economy leads the Greater Manchester sub-regional partnership of the North West and will actively collaborate and share information and thoughts with the NWDA around its Regional Strategy (RS2010), the Regional Skills Strategy and any related documents.  It will also look at good practice from other sub and city regions within and beyond the North West – both in the UK and beyond. New Economy will work with the NWDA to ensure the city region’s skills policy is aligned with, reflected throughout and embedded within the regional strategy and its associated investment plan.

The Skills Funding Agency (SFA)

New Economy are developing a close working relationship with the Skills Funding Agency to understand the current Greater Manchester scene in terms of type and level of provision they fund and the spread across Greater Manchester.  We will also pursue other learning and development interventions that could be funded/part-funded and some innovative provision that might be piloted in Greater Manchester.  

Jobcentre Plus/Department of Work and Pensions

We will build on existing strong relationships with the Department for Work and Pensions and their providers in order to help shape mainstream contracted provision to better meet local needs, and better align with local services. We will also continue to work in partnership with Jobcentre Plus in order to support the integration of employment and skills for individuals, as well as offering a coherent recruitment, retention and workforce development service for local employers. 

National Apprenticeship Service (NAS)

With regard to Adult Apprenticeships, New Economy will work closely with the National Apprenticeships Service to identify the level of demand from learners and employers and the requirements of national target trajectories, ensuring that suitable Adult Apprenticeship opportunities exist within each area. New Economy, through the regional strategy and NAS, will agree the overall Adult Apprenticeships provision likely to be required locally, which will include an indication of the broad mix and balance of sectors and levels likely to be required. New Economy will also  work to generate demand for Adult Apprenticeships in the public and private sector and act as advocates for the benefits of Adult Apprenticeships to individuals and business. 
Further Education Colleges, Universities and Training providers

New Economy will also work with colleges and training providers to understand the vision and operating environment that each organisation has and how this links into the wider Greater Manchester economy.  New Economy will also build on its relationships with universities within Greater Manchester in relation to progression and higher level skills.  Key areas of work will include working with providers, including Connexions and the new Adult Advancement and Careers Service, to collect and disseminate accurate Labour Market Information that can inform the education and training decisions individuals and employers make, as well as inform the curriculum development and capacity of our key institutions.

Sector Skills Councils (SSCs)

Sector Skills Councils are crucial partners for New Economy in order to understand the learning and development needs of sectors pivotal to the Greater Manchester economy.  SSCs also develop apprenticeship frameworks and contribute to diploma development as well as vocational qualifications including National Vocational Qualifications (NVQs) and the newly formulated units of learning within the Qualification and Credit Framework (QCF).  SSCs will soon be outlining their priority qualifications to the Department for Business, Innovation and Skills and New Economy needs to make sure that these reflect the needs of Greater Manchester’s employers.  Also, we will work with SSCs to gain Greater Manchester focused labour market intelligence on future skills and skills gaps and wider learning and development issues.  

Schools, Sixth Form Colleges Further Education Colleges and other 14-19 partners

New Economy will work with a range of 14-19 partners.  This will be mainly through the 14-19 Sub-regional Group, the 14-19 Operational Group and the 14-19 Greater Manchester Network.  The two main aims of working with 14-19 partners is to ensure that there is progression through apprenticeships at 19+ and that diploma lines tie in with the economic aspirations of boroughs and Greater Manchester as a whole.  We will also ensure there is greater collaboration within local authorities between 14-19 and adult skills agendas.   

Connexions and the Adult Advancement and Careers Service

New Economy will work with Connexions and the Adult Advancement and Careers service to look at information, advice and guidance (IAG) and how this can be best developed and delivered across Greater Manchester. We are particularly keen to make sure that the best information possible is available to individual and employers about the learning opportunities available and how data can be shared/pooled to best serve these choices.

MIDAS and Knowledge Capital

New Economy will work with MIDAS and Manchester: Knowledge Capital in relation to inward investment and the demand for skills from new and growing firms in Greater Manchester. MIDAS, acting on behalf of the ten Local Authorities of Greater Manchester, works to attract inward investment into the City Region by promoting Manchester as a leading European business location.  Manchester: Knowledge Capital is an unique partnership of Greater Manchester’s universities, local authorities, public agencies and leading businesses. The partnership is committed to creating positive change by increasing innovation across the city-region and creating a sustainable and prosperous city from which everyone can benefit.

2.2
Governance

The overseeing of the Skills and Employment Strategy lies formally with the New Economy Board (the statutory Skills and Employment Board) and its Skills and Employment Sub-group. They will have responsibility overseeing the development of the Strategy as well as holding partners to account for its delivery.

Membership is listed below:

Commission for the New Economy Board:

Chair: Mike Blackburn, Director, Central & Home Affairs, Government Services and Regional Director in the North West at BT

Members of the Commission Board: 
Councillor Bob Bibby, Leader, Bury Council
Jane Davies, Chief Executive, Manchester Science Park
Mike Dinsdale, Independent Consultant
Malcolm Edge, Vice Chairman, KPMG 
Ian Fox, Distribution Director, L’Oreal 
Councillor John Merry, Leader, Salford Council 
Sir Bill Moorcroft, Principal, Trafford College 
Councillor Kieran Quinn, Cabinet Deputy- Economic Services, Tameside Council 
Lord Peter Smith, Leader, Wigan Council 
Councillor Howard Sykes, Leader, Oldham Council 
Councillor Matthew Colledge, Leader, Trafford Council 
Sue Woodward, Independent Consultant

Two additional private sector members are currently being recruited

Board Advisors: 
Steven Broomhead, Chief Executive, Northwest Regional Development Agency

Greg Burke, Deputy Director, Government Office North West
Kirsty Evans, NW Skills Director, Skills Funding Agency

George Holmes, Vice-Chancellor Bolton University

Phil Lowthian, District Manager, Jobcentre Plus North West

Angie Robinson, Chief Executive, Greater Manchester Chamber of Commerce

Barbara Spicer, Chief Executive, Salford Council 
 

The Commission for the New Economy Limited is a regulated company owned by the AGMA local authorities. 

Skills and Employment Sub Group:

Mike Blackburn (Chair) Director, Central & Home Affairs, Government Services and Regional Director in the North West at BT
Councillor Matthew Colledge, Leader, Trafford Council

Kirsty Evans, NW Skills Director, Skills Funding Agency

Councillor John Merry, Leader, Salford Council

Sir Bill Moorcroft, Principal, Trafford College
Councillor Howard Sykes, Leader, Oldham Council

Co-opted members:
Dave Eva, Regional Manager Unionlearn, TUC
Amanda Jones, Head of Business Change and Transformation, The Co-operative Group (GMEC) 

Gerry Kelleher, Deputy Vice Chancellor – Strategic Planning, Manchester Metropolitan University

Phil Lowthian, District Manager, JobCentre Plus North West

Caroline Roberts-Cherry, Editor - Entertainment, BBC (GMEC) 
Angie Robinson, Chief Executive, Greater Manchester Chamber of Commerce

Dr Lis Smith, Director of Skills and Employment, Northwest Regional Development Agency 

Barbara Spicer, Chief Executive, Salford Council
Members of the AGMA Business Leadership Council’s Skills Group are also invited to all meetings of the Skills and Employment Sub Group

Ian Austin, Managing Partner of Manchester law firm Halliwells

Martin Douglas, General Manager (UK and Ireland), Cargill 
Peter Greenhalgh, Managing Director, DCT Civil Engineering

William Lees-Jones, Chief Executive of Manchester brewer JW Lees

Dr Sharon O’Kane, Co-founder and Director of hi-tech listed company Renovo
Neil Smith, Managing Director, Kinetic 

Alan White, Chief Executive, N Brown


3.
SKILLS PRIORITIES AND NEXT STEPS

This Skills Priorities Statement marks an interim phase in the development of Manchester’s full Skills and Employment Strategy. Following a period of research, consultation and development New Economy will publish the full Skills and Employment Strategy in Autumn 2010.

In addition to the evidence base created through the Local Economic Assessments, including the Worklessness Assessment, we will work closely with a number of key organisations to further develop our evidence,  including the Skills Funding Agency, the Young People’s Learning Agency, the National Apprenticeships Service, the North West Regional Development Agency, the UK Commission for Employment and Skills (UKCES), Sector Skills Councils (especially Skillset, E-Skills, SEMTA, Cogent, Creative and Cultural Skills, Construction Skills, Summit Skills and Financial Services). 

The statistical analysis will include not only the datasets set out in this interim Statement and the Local Economic Assessment requirements, but also a map of current mainstream and discretionary-funded provision. As well as identifying gaps / duplication of provision we will also analyse whether we have provision in the right spatial areas, looking at cross-boundary travel to work and travel to learn patterns where appropriate. In order to ensure we have a fit for purpose skills and employment infrastructure that meets the future needs of our economy we will also undertake further analysis of the population demographics of the City Region alongside the short, medium and long-term findings of our economic model.

We will also work closely with a range of other organisations who we believe can help us to better understand the nature of our skills and employment system. They include London’s Skills and Employment Board, the Institute of Education, the Centre for Economic and Social Inclusion, the OECD and a series of international cities and regions that have similar powers and/or experiences and challenges as Greater Manchester. Finally we will also utilise much of the expertise already available within the city; Manchester’s Universities (Manchester, Manchester Metropolitan, Salford, Bolton and Oldham’s University Centre), the Chamber of Commerce, FE Colleges and other experts within the city region.

However, the central part of the development work will be consulting with employers and employer representatives and employers from priority skills sectors, as well as those from Greater Manchester’s other key sectors, in order to understand the nature and patterns of employer demand. 

The Strategy will act as the framework for local commissioning, articulating our where we will prioritise activity and budgets in order to ensure public funding has the maximum impact possible on the development of the Greater Manchester economy, as well as driving improvements / efficiencies in the skills and employment system. The Strategy will seek to influence a range of mainstream services, incorporating the statutory powers we have in relation to skills funding and the good working arrangements we have with DWP provision, as well as outlining the case for / role of local discretionary budgets. The result should be a more coordinated, efficient and cost-effective skills and employment system that delivers enhanced outcomes for both Greater Manchester residents and companies.

New Economy will embed the work of the Greater Manchester Strategy into the Skills and Employment Strategy where it relates to skills and employment.  The ‘Better Life Chances’ and ‘Highly Skilled’ interventions from the Greater Manchester Strategy will be most relevant, but the objectives relating to ‘ Attracting and Retaining Talent’, ‘Expanding and Diversifying the Economic Base’ and ‘Increasing International Connectivity’ will also be significant.  The main strategic objectives are listed below and will form major parts of our Skills and Employment Strategy:  
Skills Priorities
Better Life Chances – Strategic Objectives
1. Improve the economic prospects of adults in our most deprived communities by substantially improving adult skills levels, particularly improving the volume of people with economically valuable skills

2. Improve the economic prospects of adults in our most deprived  communities 

3. Improve the economic prospects of young people in our most deprived communities by improving attainment rates and progression to higher education – either academic or vocational

4. Increasing access to employment opportunities in deprived areas

5. Tackling child poverty, in particular focusing on the employment and income levels of parents, to improve the life chances of the next generation of Manchester city region residents

Highly Skilled – Strategic Objectives
1. Increase the number of residents progressing into learning at Level 4 and above

2. Increase the numbers studying Science, Technology, Engineering, Mathematics (STEM) and key future languages

3. Increase the level of generic skills among young people and adults (such as effective communication, team-working and customer care)

4. Increase the proportion of employers engaged in formal workforce development and leadership training

5. Improve the quality and relevance of skills provision by strengthening local strategic powers, planning and partnerships which ensure a demand-led system of skills provision

6. Increase the number of young people staying in learning and achieving Level 2/3 qualifications at 19 years old

Next Steps
New Economy will work closely with a number of key organisations to develop our evidence base including the Skills Funding Agency, the Young People’s Learning Agency, the National Apprenticeships Service, the North West Regional Development Agency, the UK Commission for Employment and Skills (UKCES), Sector Skills Councils (especially Skillset, E-Skills, SEMTA, Cogent, Creative and Cultural Skills, Construction Skills, Summit Skills and Financial Services).

New Economy will also work closely with a range of other organisations who we believe can help us to better understand the nature of our skills and employment system. They include London’s Skills and Employment Board, the Institute of Education, the Centre for Economic and Social Inclusion, the OECD and a series of international cities and regions that have similar powers and/or experiences and challenges as Greater Manchester.

Finally New Economy will also utilise much of the expertise already available within the city; Manchester’s Universities (Manchester, Manchester Metropolitan, Salford, Bolton and Oldham’s University Centre), the Chamber of Commerce, FE Colleges and other experts within the city region. However, the central part of the development work will be consulting with employers and employer representatives and employers from priority skills sectors, as well as those from Greater Manchester’s other key sectors. 

The timetable for the creation of the 2011/12 Skills and Employment Strategy (with key national and regional milestones) will be as follows:

March-April 2010

New Economy formally recognised as statutory Skills and Employment Board.  Skills Priorities Statement published

UKCES work with Sector Skills Councils, Regional Development Agencies and the Migration Advisory Committee to take stock of how well the national skills system is performing.

National Strategic Skills Audit published   
July-October 2010

Government publishes national framework of priorities

New Economy consults with partners and stakeholders

NWDA produces regional priority statement (working with BIS and with GM)

November 2010

Greater Manchester Skills and Employment Strategy published

National Skills Investment Strategy published, incorporating regional priority statements

December 2010-February 2011

Skills Funding Agency allocated funds to colleges and providers

BACKGROUND INFORMATION AND EVIDENCE

4.
MANCHESTER – A CITY REGION OF NATIONAL

AND EUROPEAN SIGNIFICANCE

Manchester is a leading European city region. In absolute terms, its economy is amongst the top 20% largest sub-regions in the European Union, generating GDP
 of €67 billion in 2006. The city region has been successful in growing the size of its economy in recent years, with an increase in GDP (unadjusted for inflation) of 60.6% between 1996 and 2006.

Manchester’s performance has been ranked against seven European peer city regions. Manchester has performed comparatively well in GDP terms (see Figure 1): while the city region has lagged, in percentage terms, the GDP growth seen in Dublin, Barcelona and Helsinki, it has outstripped that seen in Munich, Lille, Lyon, Milan and Turin – each major economic growth poles in their respective countries.

However, the city region has been less successful in generating additional employment opportunities. Employment growth stood at 10.0% between 1996 and 2006, below the EU average (14.5%) and only ahead of Turin in the peer city regions.

Figure 1: GDP and Employment growth against selected EU comparator cities, 1996 to 2006
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Nationally, Greater Manchester stands out as one of the UK’s two major concentrations of economic activity. As Map 1 highlights, Greater Manchester South is the only area outside London to generate economic output above £25bn. However, between 1996 and 2006, Greater Manchester’s growth rate has lagged that seen across the UK as a whole. Gross Value Added – which differs from GDP, as it does not include taxes or subsidies – grew at an average annual rate (unadjusted for inflation) of 5.0% in the city region. In contrast the UK grew slightly faster (5.4%), driven by extremely strong growth in the Greater South East. 

The absence of regional figures for inflation over this period leaves unexplained the extent to which growth in the Greater South East was fuelled by rising regional prices. In the absence of such figures, the mixture of high GVA and strengthening performance in the southern city regions has seemingly stretched the economic divide between the south of England and Greater Manchester over the past decade. 
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Since these figures were produced, the world and the UK has been affected by the worst recession for over 50 years. Forecasts produced by Oxford Economics suggest that the economic output of the city region fell by 3.2% between 2006 and 2009, wiping £1.4 billion of value of the economy. Over the same period, the UK’s economy fell by only 0.7%, further widening the output gap. Looking forward, economic output is expected to return to 2008 pre-recession levels relatively quickly in 2012 in both the city region and the UK. In its totality the recession has not fundamentally altered the UK’s relative performance gap and may, if anything, have widened it.

It has been estimated that a quarter of this output gap is caused by low levels of economic activity in the city region – as low activity rates reduce the available workforce, constrain output levels and reinforce concentrations of deprivation – and three quarters is caused by low productivity, of which low skill levels is a critical component
. Since 2002 Greater Manchester has been successful in reducing the negative impact of its low employment rate on the output gap with the UK average. However, deterioration in Manchester’s performance in terms of productivity has offset this improvement.

4.1
Productivity

Boosting Manchester’s productivity is critical to achieving the city region’s ambition to be an economic growth pole for the North of England. Skills have been identified as one of the five drivers of productivity, which interacts with the level of investment, innovation, enterprise and competition to determine the rate of economic growth
. This interplay is complex and symbiotic: on the one hand, higher levels of skill increases productivity; on the other, highly productive and competitive economies will demand higher levels of skills. Skills are therefore both a cause and consequence of increased productivity. 

Productivity is defined here as the additional economic output produced by each person in employment, which is the standard measure of workforce productivity. At a European level, Manchester performs relatively poorly. Workforce productivity of €51,000 per worker is below the European average (€61,000) and below that of comparator European city regions (see Figure 2). Manchester’s relatively low productivity in a European context reflects the UK’s relatively poor international position. Of the OECD countries, the UK ranks only 11th in productivity terms.

Figure 2 GDP Per Worker in selected European city regions
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Looking at Manchester’s productivity position within the UK, eight UK city regions are within the broad €46,000 to €51,000 productivity range that the city region falls within. However, the cities of Edinburgh, Bristol and London all have significantly higher productivity (€59,000, €61,000 and €77,000 respectively).

There is clearly scope for enhancing Manchester’s productivity, the prize for which is significant. For instance, if Manchester was as productive as Barcelona, the city region would generate an additional £4.2 billion of economic output each year. Similarly, if Manchester was as productive as the UK average, it would generate an additional £4.8 billion per year. 

Forecasts suggest that, unless significant action is taken, Manchester will continue to experience a productivity gap with the rest of the UK, which will further stretch the output gap (see figure 3). In order to close the gap, the Manchester Independent Economic Review identified that it would be necessary, in the short-term, to attract more skilled labour to the city region and, in the long-term, increase the skill level of those already resident in the city region. 

Figure 3: GVA per worker in Greater Manchester and the UK (1999 – 2029)
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A significant influence on the productivity gap is that, on average, Greater Manchester’s residents earn less than residents in other parts of the country. Figure 4 below shows that Manchester ranks towards the bottom of the comparator city regions for average gross earning. This is caused in part by Greater Manchester residents on average being employed in lower value activities, but also residents in the city region earn lower wages for the same activity. While this does affect Manchester’s productivity figures, it should be noted that this is also a source of competitive advantage for the city region.

Figure 4: Average earnings in Greater Manchester, 2008
	AREA
	AVERAGE GROSS EARNINGS (£)

	London
	£37,759

	Edinburgh
	£26,196

	Bristol
	£25,015

	Cardiff
	£24,033

	Leeds
	£23,623

	Glasgow
	£23,314

	Greater Manchester
	£23,221

	Liverpool
	£22,618

	Birmingham
	£22,440

	Newcastle
	£20,967

	
	

	North West
	£23,522

	Great Britain
	£26,351


4.2 Employment performance

As set out above, Manchester has enjoyed impressive growth over the past 15 years with, up until the onset of the recession in 2008, economic output increasing each year since 1992. In real terms the economy grew by £12.9 billion between 1992 and 2008 and an additional 110,000 jobs were created in the conurbation.

Even at the peak of this growth however, Manchester still had disproportionate numbers of people who were economically inactive and excluded from mainstream support services. 

In 2008, 387,700 of Greater Manchester’s population were economically inactive, 24% of the city region's working age population, higher than the average for the Northwest (23.7%) and the UK (21.4%). The proportion of the city region’s working age population who are in employment is also relatively low at 70.3%, being below the Northwest average (71.3%) and the UK figure (74.0%). 

The ILO unemployment rate in Greater Manchester in 2008 (7.5%) was marginally higher than that of the UK (5.9%). While this is positive, the data disguises the issues around the high levels of worklessness and economic inactivity within the region. Furthermore, it must be noted that ILO Unemployment has been rising more recently (throughout 2007 to 2009 and continuing to 2010), and indicators suggest that it will continue to do so in the near future even as the city region moves into recovery. 

Figure 5 shows how Greater Manchester performs on both productivity and employment against comparator city regions. With an employment rate of 70.3% in 2008, Greater Manchester has roughly equivalent employment rates to that of Newcastle, Glasgow and London – behind the national average of 74.0%, but ahead of other city regions such as Birmingham and Liverpool. However, the city region is in the bottom left quadrant, experiencing both low productivity and low employment.

Figure 5: Productivity and employment (2008 figs)
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Looking at the city region's economically active population in more detail figure 6 shows that economic activity varies significantly by the demographic characteristics of the individual concerned. For instance, there is a 9.2 percentage point gap between male and female economic activity rates, and a 6.5 percentage point gap between male and female employment rates. Female levels of self-employment (5.4% of the in work population) are just one-third of those for males (15.2% of the in work population). Age also plays a significant factor, with a striking gap of 10.6 percentage points between the employment rate for 35 to 49 year olds (78.0%) and those aged 50 to retirement (67.4%).

Figure 6: Economic activity and employment rates by gender and age group (percentage of the working age population, unless otherwise stated), July 2008 - June 2009 (averages)
	
	Greater Manchester
	NW
	UK

	
	Number
	Percent
	Percent
	Percent

	All residents

	Economic activity rate
	1,235,300
	76.3
	76.8
	78.7

	Employment rate
	1,128,500
	69.7
	70.8
	73.2

	% in employment who are employees
	999,800
	88.6
	88.1
	87.0

	% in employment who are self employed
	121,100
	10.7
	11.4
	12.4

	ILO Unemployment rate (% economically active)
	106,800
	8.6
	7.8
	7.0

	Males

	Economic activity rate
	685,500
	80.7
	80.6
	83.1

	Employment rate
	618,700
	72.8
	73.5
	76.8

	% in employment who are employees
	520,600
	84.1
	83.5
	82.9

	% in employment who are self employed
	93,800
	15.2
	16.0
	16.6

	ILO Unemployment rate (% economically active)
	66,900
	9.8
	8.9
	7.7

	Females

	Economic activity rate
	549,800
	71.5
	72.6
	73.9

	Employment rate
	509,900
	66.3
	67.9
	69.2

	% in employment who are employees
	479,200
	94.0
	93.6
	92.0

	% in employment who are self employed
	27,300
	5.4
	5.9
	7.4

	ILO Unemployment rate (% economically active)
	40,000
	7.3
	6.5
	6.3

	Employment Rate by Age Group

	16 to 19 years old
	52,700
	37.1
	38.2
	40.1

	20 to 24 years old
	125,700
	62.3
	63.6
	65.4

	25 to 34 years old
	270,300
	76.5
	77.0
	78.6

	35 to 49 years old
	431,600
	78.0
	79.9
	81.5

	50 to retirement age
	248,100
	67.4
	67.9
	71.2

	Change in Economic Activity Rates 1999 to 2009

	Average: March 1999 to February 2000
	1,153,000
	76.1
	75.8
	78.5

	Average: July 2008 to June 2009
	1,235,300
	76.3
	76.8
	78.7

	Overall Percentage Point Change: 1999 to 2009
	-
	0.2
	1.0
	0.2

	Change in Employment Rates 1999 to 2009

	Average: March 1999 to February 2000
	1,076,000
	71.0
	70.9
	73.8

	Average: July 2008 to June 2009
	1,128,500
	69.7
	70.8
	73.2

	Overall Percentage Point Change: 1999 to 2009
	-
	-1.3
	-0.1
	-0.6


Issues of worklessness and deprivation do not affect all areas equally. Figure 7 shows the spatial pattern of worklessness across the city region, highlighting particular concentrations in the urban areas and peripheral social housing areas of the sub-region. This assessment is supported by the Manchester Independent Economic Review Sustainable Communities report
 which found that, amongst the numerous concentrations of deprivation in Greater Manchester, the main concentrations are at the heart of the conurbation, in central and north Manchester and east Salford. Further clusters are also found in the old industrial districts of Wigan, Bolton, Rochdale and Ashton, with particular concentrations around the town centres. 

Figure 7 Out of work benefit claimant rates across Greater Manchester, August 2009
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The Sustainable Communities report extends traditional spatial analysis by exploring the characteristics of the city region’s most deprived areas and the extent to which apparently similar neighbourhoods can have very different characteristics. The report identifies four types of deprived neighbourhood based on movements to and from the area: 

· Isolate areas whose residents move between areas of similar or greater deprivation. Households in these neighbourhoods, which are characterised by concentrations of social housing, are in effect trapped.

· Transit areas in which most in-movers come from less deprived areas and most out-movers go to less deprived areas. They are commonly chosen as a starting point on the housing ladder by young and newly established households from more ‘comfortable’ backgrounds.

· Escalator areas receive in-movers from equally or more deprived areas. The resident population is older than in transit areas and is part of an onwards and upward progression through the housing and labour markets.

· Gentrifier area undergo a degree of social improvement owing to the arrival of people coming from less deprived areas and the departing population going to similarly or more deprived areas. Sometimes gentrification results in the displacement of poorer households by markedly richer households.

Greater Manchester has a large number of isolate areas. In neighbourhood terms, the Sustainable Communities report identified the following factors as most important in bringing change in the most deprived areas:

· Education and skills, particularly at Levels 3 and above. Level 1 and 2 skills are much less significant in driving improvement or preventing decline.
· Housing tenure type, specifically areas with high social housing concentrations are much less likely to improve.

· Accessibility to lower level skilled jobs.

· Economic growth performance in the surrounding areas.
· Neighbourhood level policy interventions, in particular the positive role of Neighbourhood Renewal Fund and New Deal for Communities designation.

4.3 Key characteristics of those out of work

The latest data shows that the most commonly claimed type of benefit in the City Region is Incapacity Benefit/Employment Support Allowance (157,440 claimants or 9.2% of the total working age population, significantly higher than the national claimant rate (7.2%), but slightly lower than the Northwest rate (9.5%)). The proportion of the working age population who claim jobseeker’s allowance and Lone Parent Income Support (LPIS) are also both above the national and regional rates. 

Greater Manchester’s total benefit caseload dropped over the last decade or so , from 311,950 in August 1999 to 289,000 in May 2007. This represents a 7.4 percent decrease in total benefit claims. However, the total benefit claimant rate for the Greater Manchester (17.0%) remains significantly higher than the GB average (13.0%), despite the falling claimant rate.

Figure 8: Benefit Claimants in the Greater Manchester, key cities, the North West and the UK

	Area
	Total key benefit

Claimants
	Jobseeker’s Allowance
	Incapacity Benefit / Employment Support Allowance
	Lone Parent Income Support

	
	Number
	%
	Number
	%
	Number
	%
	Number
	%

	Liverpool
	185,380
	20.5
	55,490
	6.1
	103,600
	11.4
	26,290
	2.9

	Glasgow
	177,130
	19.1
	47,350
	5.1
	107,360
	11.6
	22,420
	2.4

	Birmingham
	291,180
	18.1
	113,280
	7
	131,750
	8.2
	46,150
	2.9

	Greater Manchester
	275,250
	17
	79,390
	4.9
	157,440
	9.7
	38,420
	2.4

	Newcastle
	85,220
	16.6
	26,260
	5.1
	46,960
	9.2
	12,000
	2.3

	Cardiff
	87,030
	15.4
	24,330
	4.3
	50,590
	9
	12,110
	2.1

	London
	669,730
	13.1
	216,990
	4.3
	313,390
	6.2
	139,350
	2.7

	Leeds
	261,140
	13
	85,580
	4.3
	139,470
	6.9
	36,090
	1.8

	Edinburgh
	64,720
	12.1
	17,760
	3.3
	38,860
	7.3
	8,100
	1.5

	Bristol
	73,320
	10.8
	19,720
	2.9
	42,610
	6.3
	10,990
	1.6

	
	
	
	
	
	
	
	
	

	North West
	679,920
	16.0
	193,400
	4.6
	394,880
	9.3
	91,640
	2.2

	Great Britain
	4,822,530
	13.0
	1,485,110
	4.0
	2,621,740
	7.1
	715,680
	1.9


The onset of the recession has led to a rapid increase in unemployment – jobseeker’s allowance claimants have increased by 49.2% since the onset of the recession in March 2008
 to 84,622 and total unemployment is estimated to stand at 106,800. It is clear that policies will need to be targeted at those newly out of work so that short-term unemployment does not turn into long-term worklessness. However, in the medium to long-term, if Manchester is to boost its employment rate and narrow the gap with the UK average productivity, it will be necessary to effectively tackle the stubborn core of worklessness in the city region. These are residents: 

· with long-term illness and disability. Manchester has over 157,000 Incapacity Benefit or Employment Support Allowance claimants, 9.7% of the working age population, significantly higher than the national average (7.1%)

· with poor skill level. Manchester residents with no qualifications are over twice as likely to be unemployed than those with at least a Level 3. In general, the likelihood of an individual being in employment rises as their level of skill (shorthanded to level of qualification) rises (see figure 9)

· from certain ethnic minority communities. Research shows that the North West has the highest ethnic employment penalty in the UK. The employment rates in Manchester for those from a BME background is just 52.8%, 6.6 percentage points below the national BME rate, and 19.8 percentage points below the Manchester non-BME rate

· between the ages of 16 and 19 and over 50. Nearly one-tenth of 16-18 year olds within Manchester are not in Employment, Education or Training, and there are pockets of high youth unemployment. The employment rate for those aged 50 to retirement is just 67.4% compared with 78.0% for the 35 to 49 age group

· who are lone parents. Manchester has 38,420 claimants of Lone Parent Income Support (2.4% of the working age population, above the national rate of 1.9%)

It is also important to recognise that interventions need to be designed to keep people in work. Local data is currently not available, but national research shows that 40% of those moving from jobseeker's allowance into work will end up back on the benefit within six months
.

Figure 9: Unemployment rates by skill levels, 2009
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4.4 Forecast change in the employment rate

Looking to the future, it is forecast that Manchester will experience a significant rise in unemployment over the medium term. Job opportunities are forecast to remain depressed as the long tail of the recession continues and businesses hold off recruiting new staff. At the same time, the natural increase in the population means that there will be more residents of working age seeking employment opportunities. 

Figure 10 shows that Manchester is unlikely to experience the low levels of unemployment seen in the early to mid 2000s in the foreseeable future. The forecasts suggest that unemployment is expected to remain above 90,000 (approximately the level it was at in November 2009) during the medium term as job growth is insufficient to ‘hoover-up’ the excess labour resulting from the fall out of the recession.

Figure 10: Changes in population, jobs and unemployment in the city region, 2009 - 2020
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4.5
Skills in the local economy 

The stock of qualifications of a region is a key indicator of the skills of the resident workforce. In general, wealthy, dynamic cities have a greater proportion of people educated to higher skills levels, while in poorer regions and cities the reverse is usually true
. 

In a North West context Manchester has a relatively high stock of Level 4 and above qualified residents (see figure 11). However, when set against the UK and comparator city regions, GM performs less well. Just 29.3% of the economically active population in Greater Manchester holds a level 4 or above qualification – behind city regions such as Glasgow (37.8%), Bristol (34.8%) and Leeds (29.6%). At the other end of the spectrum, the city region has relatively high proportions of people with no qualifications – at just over one in ten (10.2%), Greater Manchester is ahead of only Liverpool (10.4%) and Glasgow (11.1%).

More positively, over the past four years (for which consistent data is available) the city region has been successful in reducing the proportion of residents with no qualifications, as well as increasing the numbers of residents with degree level or equivalent qualifications (figures 13 and 14). 

Figure 11: Skills profiles of UK city regions, June 2009
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Figure 12: Qualification levels by economic activity

	
	GM
	NW
	UK

	
	NUMBER
	PERCENT
	NUMBER
	PERCENT
	NUMBER
	PERCENT

	All Residents
	Level 4+
	405,100
	25.1%
	1,081,400
	25.6%
	10,916,200
	28.9%

	
	Level 3
	317,020
	19.7%
	812,420
	19.2%
	7,132,980
	18.9%

	
	Level 2
	350,770
	21.8%
	951,070
	22.5%
	7,990,030
	21.2%

	
	Level 1
	292,310
	18.1%
	754,010
	17.9%
	6,933,390
	18.4%

	
	No quals
	246,600
	15.3%
	621,500
	14.7%
	4,778,600
	12.7%

	

	Economically Active Residents
	Level 4+
	358,400
	29.3%
	953,100
	29.6%
	9,694,700
	32.6%

	
	Level 3
	247,870
	20.2%
	649,180
	20.1%
	5,751,460
	19.4%

	
	Level 2
	269,595
	22.0%
	730,455
	22.7%
	6,313,310
	21.2%

	
	Level 1
	223,135
	18.2%
	576,865
	17.9%
	5,364,830
	18.1%

	
	No quals
	125,500
	10.2%
	312,300
	9.7%
	2,586,600
	8.7%

	

	Employed Residents
	Level 4+
	346,400
	30.6%
	925,500
	30.7%
	9,409,600
	33.6%

	
	Level 3
	234,590
	20.7%
	615,850
	20.4%
	5,487,680
	19.6%

	
	Level 2
	248,165
	21.9%
	677,725
	22.5%
	5,904,380
	21.1%

	
	Level 1
	198,045
	17.5%
	522,325
	17.3%
	4,900,840
	17.5%

	
	No quals
	105,500
	9.3%
	270,100
	9.0%
	2,267,200
	8.1%

	

	Unemployed Residents
	Level 4+
	12,000
	13.1%
	27,600
	13.1%
	285,100
	16.4%

	
	Level 3
	13,280
	14.5%
	33,330
	15.9%
	263,780
	15.2%

	
	Level 2
	21,430
	23.3%
	52,730
	25.1%
	408,930
	23.5%

	
	Level 1
	25,090
	27.3%
	54,540
	25.9%
	463,990
	26.6%

	
	No quals
	20,000
	21.8%
	42,200
	20.1%
	319,400
	18.3%

	

	Economically Inactive Residents
	Level 4+
	46,700
	12.1%
	128,300
	12.8%
	1,221,500
	15.2%

	
	Level 3
	69,150
	17.9%
	163,240
	16.3%
	1,381,520
	17.2%

	
	Level 2
	81,175
	21.0%
	220,615
	22.1%
	1,676,720
	20.9%

	
	Level 1
	69,175
	17.9%
	177,145
	17.7%
	1,568,560
	19.5%

	
	No quals
	121,100
	31.3%
	309,200
	31.0%
	2,192,000
	27.3%


Figure 13: No qualifications, 2005 - 2008
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Figure 14: Level 4+ qualifications, 2005 - 2008
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4.6
Youth Attainment
Pre-16 participation and attainment levels underpin the skills level of the workforce and are indicative of the future competitiveness of the labour pool. Performance has improved markedly over recent years and approaching three-quarters (70.2%) of young people in Manchester now leave school with a Level 2 or equivalent qualification. However, it is still the case that over half (51.2%) leave school without 5 good GCSEs including English and Maths. Despite significant progress in recent years (see figures 16 and 17), both these figures are below the national average and, of Manchester’s comparator city regions, performance is only average.

Figure 15: GCSE Attainment of UK city regions, 2008/9
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Figure 16: Attainment of 5 GCSEs (grades A* - C) 2004/5 – 2008/9
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Figure 17: Attainment of 5 GCSEs (grades A* - C) 2004/5 – 2008/9
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Greater Manchester’s young people perform well at achieving a Level 2 qualification post-compulsory education: the proportion of 19 year olds with at least a Level 2 in 2007/8 was 71.1%, an increase from just 52% at 16. However, this is still slightly below the national average (72.3% with Level 2 by aged 19) and performance was only average compared to English comparator cities. That said, achievement of Level 2 by age 19 has increased markedly since 2003/4. 

A similar trend is seen in the achievement of Level 3 by age 19. 44.3% of Greater Manchester’s young people reach this benchmark, significantly ahead of the North West average (41.9%) but again below the UK average (46.3%) with only average performance in terms of the comparator cities. 

Figure 18: Attainment of Level 2 by age 19 in city regions across
England, 2003/4 – 2007/8

	AREA
	LEVEL 2 BY AGE 19

	
	2003/4
	2004/5
	2005/6
	2006/7
	2007/8

	London
	61.1%
	65.2%
	68.0%
	71.0%
	73.3%

	Bristol
	64.4%
	67.7%
	68.8%
	70.1%
	72.8%

	Newcastle
	60.6%
	63.6%
	65.3%
	68.7%
	71.4%

	Greater Manchester
	61.8%
	64.4%
	66.4%
	68.5%
	71.1%

	Leeds
	60.8%
	63.8%
	65.4%
	67.2%
	70.7%

	Birmingham
	57.7%
	61.1%
	63.4%
	66.2%
	69.5%

	Liverpool
	56.9%
	61.7%
	63.2%
	65.9%
	68.5%

	
	
	
	
	
	

	North West
	59.7%
	63.3%
	65.0%
	66.8%
	69.9%

	England
	62.5%
	65.6%
	67.6%
	69.8%
	72.3%


Figure 19: Attainment of Level 3 by age 19 in city regions across 
England, 2003/4 – 2007/8

	AREA
	LEVEL 3 BY AGE 19

	
	2003/4
	2004/5
	2005/6
	2006/7
	2007/8

	London
	42.4%
	45.7%
	48.2%
	50.0%
	50.8%

	Bristol
	42.2%
	45.6%
	46.2%
	46.3%
	47.8%

	Leeds
	38.1%
	41.4%
	42.0%
	43.0%
	44.8%

	Greater Manchester
	37.2%
	40.5%
	41.5%
	42.3%
	44.3%

	Birmingham
	35.0%
	37.7%
	38.7%
	40.3%
	42.7%

	Newcastle
	35.4%
	37.9%
	38.2%
	40.6%
	41.1%

	Liverpool
	31.8%
	35.8%
	36.0%
	37.6%
	38.2%

	
	
	
	
	
	

	North West
	35.2%
	38.8%
	39.1%
	40.4%
	41.9%

	England
	39.0%
	42.6%
	43.6%
	44.8%
	46.3%


4.7
Occupational profile

The occupational characteristics of the labour market are central to the city region’s competitiveness. They shape the economic opportunities that residents are able to access and signal to employers what skills and competencies are available in the labour pool. There has, over the last decade, been a structural change in occupations from non-skilled occupations to management and professional. This has resulted in a declining demand for skilled craft workers and lower skilled manual workers. This is set to continue for the foreseeable future as the economy shifts further towards service centred activities (see figure 20).

In addition to new employment opportunities created by the city region’s economic expansion, there will also be a large number of job vacancies as a result of people leaving the labour market, for instance through retirement or moving to other occupations, known as replacement demand. Over the next decade it is forecast that the total net demand for Greater Manchester will be nearly 970,000 jobs, 73% of which will require at least a Level 2 qualification. This generates a huge demand for skills, which will be a major constraint on growth if not addressed.

However, as the total net requirement figures (figure 22) show, the demand for lower skilled jobs is still considerable. In total, a quarter of the total requirement for new jobs over the next decade, 263,500 opportunities, are forecast to only require qualifications at Level 1 or below. These job opportunities are an important route into the labour market for many of Manchester’s residents.

Figure 20: Employment by occupation in Greater Manchester, 2000 - 2020
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Figure 21: Employment by occupational, 2010
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Figure 22: Net Requirement by Skill Level for Occupations in Greater Manchester, 2010 – 2020
	OCCUPATION
	TOTAL NET REQUIREMENT (2010 - 2020)

	
	LEVEL 4+
	LEVEL 3
	LEVEL 2
	LEVEL 1
	NO QUALS
	TOTAL

	Corporate Managers
	41,855
	19,338
	15,235
	6,204
	3,201
	85,844

	Managers/Proprietors in Agriculture & Services
	9,306
	7,535
	6,424
	3,839
	2,981
	30,063

	Science & Tech Professionals
	11,638
	3,091
	1,122
	1,067
	187
	17,116

	Health Professionals
	2,090
	66
	0
	143
	0
	2,299

	Teaching & Research Professionals
	11,484
	396
	275
	308
	22
	12,518

	Business & Public Service Professionals
	18,425
	2,783
	1,430
	1,034
	132
	23,815

	Science & Tech Associate Professionals
	10,032
	6,292
	3,399
	1,804
	616
	22,110

	Health & Social Welfare Associate Professionals
	16,412
	2,354
	1,815
	1,122
	154
	21,857

	Protective Service Occupations
	1,023
	1,265
	1,056
	275
	99
	3,707

	Culture, Media & Sports Occupations
	8,855
	2,772
	1,925
	1,100
	396
	15,026

	Business & Public Service Associate Professionals
	4,686
	2,277
	1,881
	693
	264
	9,801

	Administrative Occupations
	13,398
	13,816
	18,755
	5,280
	2,915
	54,219

	Secretarial & Related Occupations
	3,927
	4,697
	9,075
	2,838
	1,507
	22,044

	Skilled Agricultural Trades
	275
	286
	374
	231
	374
	1,496

	Skilled Metal & Electrical Trades
	2,376
	10,912
	3,300
	2,035
	1,320
	19,954

	Skilled Construction & Building Trades
	4,345
	30,877
	10,956
	9,152
	9,108
	64,493

	Textiles, Printing & Other Skilled Trades
	2,244
	6,391
	4,983
	4,048
	3,245
	20,911

	Caring Personal Service Occupations
	19,965
	25,355
	28,985
	11,385
	5,786
	91,476

	Leisure & Other Personal Service Occupations
	1,914
	5,654
	4,543
	2,442
	1,870
	16,401

	Sales Occupations
	15,499
	38,214
	49,940
	19,723
	21,593
	144,980

	Customer Service Occupations
	3,806
	6,138
	6,589
	1,991
	1,133
	19,635

	Process, Plant & Machine Operatives
	836
	2,926
	3,498
	3,179
	3,080
	13,519

	Transport & Mobile Machine Drivers & Operatives
	2,156
	7,920
	9,471
	13,475
	6,424
	39,435

	Elementary Occupations: Trades, Plant & Storage Related
	2,519
	8,305
	11,495
	13,266
	11,759
	47,366

	Elementary Occupations: Clerical & Services Related
	12,793
	31,823
	46,057
	38,698
	40,018
	169,378

	Total Occupations
	221,870
	241,483
	242,594
	145,321
	118,195
	969,485


4.8
Business Profile
The number of businesses in a sub-region is an indicator of economic dynamism. Greater Manchester has a strong and diverse base, with some 94,895 workplaces, the vast majority of which are SMEs (99.2% employ fewer than 200 people, similar to the average across the country). Of the Northwest’s Top 500 companies, 258 operate in the City Region, including many of the Northwest’s international corporations, illustrating the dynamic role the Manchester area has in hosting inward investment.

Greater Manchester’s business density is high in the context of the city region comparators (540 per 10,000 residents of working age), only lagging behind London. However, business density within the conurbation is notably lower than the North West (555), and the GB average (613).

Business start-ups are indicator of future economic growth and a driver of future skills requirements.  Studies show that 23% of new businesses create 71% of new employment, with businesses in hi-tech sectors having the greatest capacity for job creation
. In a city region context, Manchester has a relatively entrepreneurial culture, only lagging behind London. However, the rate of business start-ups is still below the average for GB as a whole, which is boosted by high start-up rates in the Greater South East. 

Figure 23: Numbers of births and active enterprises per 10,000 working age population, 2008

	
	Business start ups
	Business density

	Area
	Business births per 10,000 working age population 
	Business stock per 10,000 working age population

	London
	116
	771

	Greater Manchester
	67
	540

	Bristol
	64
	584

	Leeds
	59
	536

	Birmingham
	58
	491

	Cardiff
	55
	504

	Edinburgh
	53
	461

	Liverpool
	52
	421

	Newcastle
	50
	390

	Glasgow
	47
	386

	
	
	

	North West
	65
	555

	Great Britain
	72
	613


Looking at the sector profile of the city region, Financial and Professional Services, together with Life Science Industries, have replaced Manufacturing over recent years to become the most important employment sectors in the region. The shift towards the knowledge economy is further illustrated by the growing importance of Creative/ Digital/New Media and ICT Digital/Communications sectors.

The Manchester Independent Economic Review found that the city region has negotiated the shift to the knowledge economy broadly successfully. There are now almost 21,000 ‘knowledge intensive businesses’ in the city region representing nearly a quarter of all employers, which employ nearly 230,000 people. Although these figures lag London in absolute and percentage terms, and the smaller markets of Edinburgh and Bristol just in percentage terms, the city region has a more significant knowledge economy than other UK comparator cities.

Figure 24: Number of knowledge intensive businesses in comparator cities, 2003 – 2008

	AREA
	2008
	CHANGE (2003 - 2008)

	
	NUMBER
	PERCENT
	NUMBER
	PERCENT

	London
	124,679
	31.1
	19,444
	18.5

	Edinburgh
	7,679
	26.3
	670
	9.6

	Bristol
	11,535
	26
	1,865
	19.3

	Greater Manchester
	20,936
	22.1
	3,127
	17.6

	Cardiff
	6,776
	20.9
	1,070
	18.8

	Birmingham
	17,499
	19.9
	2,364
	15.6

	Leeds
	23,158
	19.8
	4,199
	22.1

	Newcastle
	4,822
	19.8
	949
	24.5

	Glasgow
	8,537
	19.2
	1,171
	15.9

	Liverpool
	8,335
	19.1
	1,421
	20.6

	
	
	
	
	

	North West
	53,224
	20.8
	8,367
	18.7

	Great Britain
	560,767
	22.9
	85,584
	18.0


Figure 25: Number of knowledge intensive business employees in comparator cities, 2003 – 2008

	AREA
	2008
	GROWTH (2003 - 2008)

	
	NUMBER
	PERCENT
	NUMBER
	PERCENT

	London
	1,186,409
	28.5
	145,108
	13.9

	Edinburgh
	117,121
	27
	-5,632
	-4.6

	Bristol
	131,343
	25.2
	16,689
	14.6

	Greater Manchester
	228,793
	19.7
	20,545
	9.9

	Glasgow
	142,452
	19.6
	21,711
	18

	Cardiff
	85,118
	19.4
	14,001
	19.7

	Birmingham
	214,966
	18.4
	15,288
	7.7

	Leeds
	251,842
	18.1
	38,314
	17.9

	Newcastle
	64,344
	17
	7,099
	12.4

	Liverpool
	95,123
	16.3
	14,454
	17.9

	
	
	
	
	

	North West
	527,865
	17.6
	51,854
	10.9

	Great Britain
	5,163,686
	19.5
	546,946
	11.8


GREATER MANCHESTER EMPLOYMENT COMPOSITION, 2008

SOURCE: ANNUAL BUSINESS INQUIRY, 2008

4.9 Where is Manchester heading?

Looking forward, a sufficient stock and flow of appropriate skills, which match the changing needs of employers and potential investors, are crucial to the successful development of the city region’s economy and to the prosperity and fulfilment of its people. Changes in the industrial composition of the economy – including the continued shift away from manufacturing towards services and knowledge-intensive industries such as ICT Digital/Communications, Financial and Professional Services, and Creative/Digital/New Media – will be the main influence on demand for skills from local employers in the future.

As set out above, this will lead to a change in the structure of employment with a growth in managerial, professional, associate professional and technical, and personal service occupations, and a consequently greater requirement for high level skills. 

Figure 26: Employment by sector, 2008 and forecast 2020
	SECTOR
	Employment 2008
	Employment 2020
	Change 2008-2020

	
	Number
	Ranking
	Number
	Ranking
	Number
	Ranking

	Manufacturing and Engineering
	137,700
	3
	85,100
	7
	-52,600
	-4

	Life Sciences
	163,400
	2
	181,500
	2
	18,100
	0

	ICT Digital / Communications
	46,100
	11
	51,300
	10
	5,200
	1

	Creative / Digital / New Media
	67,300
	8
	76,500
	8
	9,200
	0

	Financial & Professional Services
	203,800
	1
	239,000
	1
	35,200
	0

	Logistics
	49,000
	10
	47,800
	11
	-1,200
	-1

	Retail
	133,500
	4
	137,200
	3
	3,700
	1

	Construction
	110,000
	5
	115,300
	4
	5,300
	1

	Education
	100,100
	6
	112,400
	5
	12,300
	1

	Public Sector
	62,800
	9
	63,100
	9
	300
	0

	Hospitality and Tourism
	81,300
	7
	91,600
	6
	10,300
	1

	Aviation
	17,300
	13
	16,600
	13
	-700
	0

	Sport
	19,800
	12
	29,400
	12
	9,600
	0


Figure 27: Sector Net Requirement by Skill Level in Greater Manchester, 2010 to 2020

	SECTOR
	AVERAGE ANNUAL NET REQUIREMENT (2010 - 2020)

	
	LEVEL 4+
	LEVEL 3
	LEVEL 2
	LEVEL 1
	NO QUALS
	TOTAL

	Manufacturing and Engineering
	3,575
	3,289
	2,783
	2,035
	1,683
	13,387

	Life Sciences
	63,712
	24,585
	26,455
	13,783
	7,018
	135,575

	Of which Health
	62,271
	23,837
	26,422
	13,310
	6,688
	132,550

	ICT Digital / Communications
	18,953
	8,833
	8,591
	4,059
	2,409
	42,845

	Creative / Digital / New Media
	25,586
	12,892
	11,715
	6,545
	4,653
	61,413

	Financial & Professional Services
	98,615
	43,835
	43,637
	20,570
	11,946
	218,625

	Logistics
	12,287
	8,019
	7,942
	1,980
	748
	30,987

	Retail
	13,508
	23,056
	26,796
	12,925
	11,660
	87,945

	Construction
	24,915
	35,882
	20,702
	14,014
	10,373
	105,842

	Education
	46,629
	10,274
	10,857
	5,445
	3,102
	76,307

	Public Sector
	10,923
	6,182
	5808
	1,694
	935
	25,509

	Hospitality and Tourism
	11,605
	20,075
	21,109
	16,995
	11,440
	81,246

	Aviation
	1,991
	2,288
	2,409
	2,035
	1,100
	9,812

	Sport
	8,811
	6,809
	5,951
	3,124
	2,519
	27,225


4.10 Skills gaps and shortages

Skills issues in Greater Manchester are becoming even more important in the workplace, with employers increasingly demanding higher-level vocational skills at Level 3 and above. Indeed, it is forecast that between 2010 and 2020 half of all job opportunities will have a requirement of NVQ level 3 or above.

The 2007 National Employers Skills Survey showed that across GM there were around 29,200 vacancies in around 64,200 establishments.  Of these vacancies, just under one-quarter (around 7,000 vacancies) were described as being hard-to-fill, with over two-thirds of these (4,800 vacancies) being hard-to-fill due to recruits lacking the skills, experience and/or qualifications necessary for the job (skill shortage vacancies). Skill shortage vacancies therefore make up around a sixth (17%) of total vacancies across GM, with around one in twenty organisations stating that they were currently recruiting for positions for which there was a skill shortage. In addition, nearly a seventh (14%) of establishments felt that they had skills gaps in their current workforce, with around one in twenty employees (4%) being deemed lacking in the skills necessary for their job role.

However, Manchester’s employers’ report that often over and above the job specific and technical skills they require, many job seekers lack the ‘soft skills’ needed to be employable. Skills such as the ability to work in a team, customer handling, good timekeeping, and basic numeracy and literacy are often more important than formal qualifications.

The latest National Employers Skills Survey, undertaken at the height of the recession in 2009, indicates that nationally (figures are not yet available for Greater Manchester) the downturn has significantly reduced the number of vacancies and with that the number of employers struggling to recruit people with the right skills. The relatively limited nature of these skills shortages and gaps led the Manchester Independent Economic Review to conclude that overall the city region’s employers have been able to satisfy their skill requirements without much difficulty, even in the past period of sustained economic growth. It has been argued that this is symptomatic of some firms and sectors in Manchester operating in a ‘low skills equilibrium’ caused partially by senior managers being unable to identify how or when high level skills can be utilised to the benefit of the business, but also because there are still business models in the city that operate on low cost, low skill models. If Manchester is to move to a ‘high skilled equilibrium’ then these firms will need support to move up the skill and value chain. 

Figure 28: Skills gaps and skills shortages identified in the 2007 National Employer Skills Survey for selected sectors

	SECTOR
	SKILLS SHORTAGES
	SKILLS GAPS

	
	NUMBER
	% OF FIRMS
	NUMBER
	% OF FIRMS

	GREATER MANCHESTER
	4,845
	4.0%
	48,842
	13.9%

	Construction
	626
	5.4%
	3,260
	13.2%

	Creative Industries
	490
	7.1%
	1,497
	14.0%

	Education
	232
	3.7%
	2,360
	18.2%

	Financial and Professional Services
	1,137
	5.6%
	6,093
	14.1%

	Hospitality and Tourism
	93
	1.3%
	4,175
	13.7%

	ICT / Communications
	71
	2.8%
	1,234
	13.4%

	Life Sciences Industries
	906
	6.3%
	3,917
	13.9%

	Logistics
	110
	3.9%
	1,434
	7.8%

	Manufacturing
	437
	3.1%
	7,605
	16.3%

	Public Sector
	58
	8.6%
	1,070
	27.5%

	Retail
	531
	3.0%
	9,037
	13.8%


5.
SECTOR SKILLS PRIORITIES ANALYSIS

This section of the paper updates equivalent exercises undertaken in 2007 and 2008. It reflects the results of analysis by New Economy of the latest information from the LSC on the supply of qualifications funded by them in Manchester in 2007/08 in the light of the latest projections from the Greater Manchester Forecasting Model of future job growth or contraction at an occupational level.

The purpose of the exercise is to support the development of Manchester’s Skills and Employment Strategy as well as future development and planning of skills provision by the SFA and individual providers by providing an up-to-date assessment of the current and future demand for skills from employers. The evidence assembled in the following sections, and the underpinning data that informs it, will be the basis of further discussions with employers, Sector Skills Councils and other partners. 

The following sector skills priorities analysis is split into two main segments: first progress on areas of over and undersupply is discussed, and second key skills challenges by priority sector are presented. 

5.1 Progress on areas of over or under supply 

Both the 2007 and 2008 analysis of supply and demand at an occupational level, and consultation with Sector Skills Councils and other key partners, identified a number of instances where the existing pattern of provision and qualifications did not appear to be meeting the demands of employers or the economy. The first section looks at those occupations that were identified through the 2008 exercise as being in over or under-supply, and how provision has changed in these areas. Between 2006/07 and 2007/08 there have been some significant shifts in the volume of supply. However in most cases the problems identified still apply, and in some instances the gap has widened over the past year.

	OVER-SUPPLY
	UNDER-SUPPLY

	Improving 
	Improving

	· Artists, actors and entertainers, dancers, musicians
· Product, clothing and related designers

· Nursery nurses, playgroup leaders and assistants, childminders and related occupations
	· Call centre agents and operators

· Floorers and wall tilers

· Butchers and meat cutters 

· Transport and distribution managers, storage and warehouse managers

· LGV drivers

· Hotel and accommodation managers, Restaurant and catering managers

	No change
	No change

	· Vehicle body builders and repairers, spray painters

· General creative

· Hairdressers, barbers

· Beauticians and related occupations

· Veterinary nurses and assistants, animal care occupations n.e.c.
	· Credit controllers, debt collectors, insolvency practitioners

· Maintenance operations (production works and maintenance managers)

· Mechanical engineers

· Retail and wholesale managers (Level 3 and above)

· Chefs, at Level 3

· Laboratory technicians

	Worsening
	Worsening

	· Motor mechanics, auto engineers

· Personnel, training and industrial relations managers; personnel and industrial relations officers
	· Chemists, chemical engineers and chemical and related process operatives

· Graphic designers, at Level 4 and above

· Photo and audio visual equipment operators, at Level 4 and above

· Medical secretaries

· Social workers

· Housing and welfare officers

· Teaching professionals


It is important to note that in some instances the mismatches of supply and demand may be justified by reference to wider goals such as increasing participation and/or improving generic skills and employability. In a free economy where information about the future is imperfect, where there must always be a substantial measure of individual choice, some mismatches are inevitable and, as indicated above, may be readily justified because of other benefits. However, in a climate of constant  resourcepressures across the whole of the skills system, many of the existing mismatches highlighted should be acknowledged and addressed if the type and mix of skills held by residents are to support rather than hinder economic growth.

5.2 Key skill challenges by priority sector

Four priority skill sectors have been identified in Greater Manchester which the city region has a distinctive and competitive offer that can be developed to drive national growth and that link to national priorities (as set out in New Industries, New Jobs and Skills for Growth
). 

New Economy believe that the priority sectors in Greater Manchester are: 

· Low Carbon Energy (including the wider Low Carbon and Environmental Goods and Services sector) in which Manchester has national significance through its designation as a Low Carbon Economic Area

· Advanced Manufacturing, building on the city region’s history of manufacturing innovation, high value niche specialisms have developed across the city region, including automotive engineering-supply chains, electronics and communications equipment, and advanced materials

· Digital Media and Technology, which includes ICT Digital/Communications activity, but also has close links to the Creative/Digital/New Media sector. Significant investments are being made in the city region in this area, including the development of MediaCity:UK and the delivery of next generation broadband

· Health and Life Sciences, including healthcare, medicine and pharmaceuticals which accounts for over 200,000 jobs in Greater Manchester and links to strong, internationally renowned academic and major health services, research and teaching facilities, including firms at the vanguard of technology on the Oxford Road Corridor and the Science and Innovation Campus at Daresbury. 

In line with the recommendations of the MIER, a broad based approach to skills development will continue to be pursued through the Skills and Employment Strategy. However, in a period of inevitable fiscal tightening, there is a need to build on the strengths in Manchester’s industries to benefit from the post-recession upturn, and to take advantage of growing sectors where nationally significant returns can be gained.

Individual sectoral information on skills needs and priorities for all Manchester’s key sectors will be set out and subjected to discussion with employers and employer representatives as the full strategy is developed. 

For further information please contact:

Andy Westwood 

andy.westwood@neweconomymanchester.com
Tel: 0161 236 4490

Kathy Sutton 

kathy.sutton@neweconomymanchester.com
Tel: 0161 237 4119

Annie Smith 

annie.smith@neweconomymanchester.com
Tel: 0161 236 4061

John Holden 

john.holden@neweconomymanchester.com
Tel: 0161 236 4127

Commission for the New Economy

Churchgate House

56 Oxford Street

Manchester

M1 6EU

Tel: 0161 236 7222

www.neweconomymanchester.com
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� Unless otherwise state, the terms ‘Manchester’, ‘Manchester City Region’ and ‘Greater Manchester’ refer to the roughly functional economic geography of Greater Manchester. This includes the ten local authorities of Bolton, Bury, Manchester, Oldham, Rochdale, Salford, Stockport, Tameside, Trafford and Wigan. Greater Manchester has a coterminous geography with most administrative boundaries, including those of the Statutory City Region Pilot Two Jobcentre Plus districts cover the area


� The Manchester Independent Economic Review (MIER) consisted of a Commission of prominent economists and business leaders, supported by a Policy Advisory Group and Secretariat with responsibility for commissioning high quality evidence-based research to inform decision makers in Manchester.


� The Greater Manchester Strategy can be found at: http://neweconomymanchester.com/stories/842-greater_manchester_strategy


� The Board comprises representatives from Bury Council, Oldham Council, Salford Council, Tameside Council, Trafford Council, Wigan Council, Trafford College, BT, KPMG, Manchester Science Park, L’Oreal and two independent consultants, together with advisors from AGMA, NWDA, GONW, HEIs, Job Centre Plus, the SFA and the GM Chamber.


� Namely the 2000 Learning and Skills Act, 2007 Further Education and Training Act, and 2009 Apprenticeships, Skills, Children and Learning Act


� GDP refers to GDP in millions of euros at purchasing power standards. This data is taken from Eurostat.


� Sebnem Oguz and Jonathan Knight (2010). ‘Regional economic indicators’. Economic & Labour Market Review, Vol 4, No 2, February 2010
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� Manchester Independent Economic Review, Sustainable Communities, March 2009, � HYPERLINK "http://www.manchester-review.org.uk/projects/view/?id=723" ��http://www.manchester-review.org.uk/projects/view/?id=723�





� See Michael Artis and Marianne Sensier, “Tracking Unemployment in the North West Through Recession and Forecasting Recovery”, New Economy Working Papers, February 2010, p12


� Hannah Carpenter, “Repeat Jobseekers Allowance Spells”, Department of Work and Pensions Research Report no 394, 2006


�E. Glaeser and M. Resseger, Complementarity Between Cities and Skills, Available at � HYPERLINK "http://www.newyorkfed.org/research/conference/2009/jrs/Glaeser_Resseger.pdf" ��http://www.newyorkfed.org/research/conference/2009/jrs/Glaeser_Resseger.pdf�, Accessed on 19th March 2010, R. Florida, The Rise of the Creative Class and How it’s Transforming Work, Leisure, Community and Everyday Life, (New York: Basic Books 2002), E. Glaeser and J. Shapiro, “Is there a new urbanism? The growth in US cities in the 1990s,” National Bureau of Economic Research Working Paper 8357, available at http://www.nber.org/papers/w8357 Accessed on 16th October 2009. 


� Tether B.S. and Massini S. (2004); Employment Creation in Small Technological and Design Innovators; CRIC, the University of Manchester, CRIC discussion paper No 10 and Small Business Economics, 11, pp.353-370.


� In November 2009, BIS released the Skills for Growth White Paper which, building on the skills activism approach forwarded in New Industry, New Jobs highlighted the need to ensure “the system responds to the demand from businesses, while better supporting key sectors”.
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