MILTON KEYNES:

MAKING A
GREAT CITY
GREATER

Commission Working Paper 5

Draft – Economic Prospects of
Milton Keynes to 2050
Cambridge Econometrics

Milton Keynes Futures 2050 Commission

The Economic Prospects of
Milton Keynes to 2050

DRAFT

A report for
the Milton Keynes Futures 2050
Commission

9th May 2016

Cambridge Econometrics
Covent Garden
Cambridge
CB1 2HT
UK
01223 533100
js@camecon.com
www.camecon.com

The Economic Prospects of Milton Keynes to 2050

DRAFT
Cambridge Econometrics’ mission is to provide rigorous, accessible and
relevant independent economic analysis to support strategic planners and
policy-makers in business and government, doing work that we are interested
in and can be proud of.

Cambridge Econometrics Limited is owned by a charitable body,
the Cambridge Trust for New Thinking in Economics.
www.neweconomicthinking.org

2

The Economic Prospects of Milton Keynes to 2050

Authorisation and Version History
Version

Date

Authorised for
release by

Description

1.0

07/12/15

Ben Gardiner

Draft final report

2.0

27/01/16

Ben Gardiner

3.0

09/05/16

Jon Stenning

Second draft final report,
incorporating client comments
Update to sections 2.1 and 2.2,
incorporating client’s new
population projections

DRAFT

3

The Economic Prospects of Milton Keynes to 2050

Contents
Page

Executive Summary

5

1

Milton Keynes: Past and Present

6

1.1 The emergence of Milton Keynes

6

1.2 Milton Keynes Strengths and Weaknesses

11

Population and Employment Forecasts

14

2.1 MKi published population projections

14

2.2 Linking jobs and population growth

15

2.3 Sectoral breakdown of additional employment

21

The Future of Milton Keynes

24

3.1 Expected future UK macroeconomic trends

24

3.2 Risks and opportunities to future development

29

4

Conclusions

33

5

Bibliography

35

Technical Appendix

36

A.1 LEFM

36

A.2 Chelmer

36

2

3

DRAFT

4

The Economic Prospects of Milton Keynes to 2050

Executive Summary


Milton Keynes has been one of the major success stories of the past
30 years, and has been the fastest growing UK city, both in terms of
employment and output (GVA) across the period 1981-2013.



Milton Keynes’s sectoral composition largely mirrors that of the wider
UK economy, but it does have a specialisation in Knowledge Intensive
Business Services (KIBS) which could represent a real strength in the
future.



Other strengths as a city include its geographic location and its
affordable housing and office space, which make it an attractive
location for new or growing businesses. The most important weakness
is the education skill level of the resident population, which is below the
national average.



Using their in-house Chelmer model, Cambridge Econometrics (CE)
have produced forecasts of the additional resident population of Milton
Keynes, based on house building projections supplied by the client,
which show an increase in resident population of 43,000 by 2026 and
by 80,000 by 2041.

DRAFT


Assuming constant activities rates, employment rates and net
commuting rates, the increased population would be associated with
an additional 17,000 jobs by 2026 and 30,000 jobs by 2041 under the
central projection. This corresponds to an additional 400 jobs per 1000
additional population by 2041.



We estimate that approximately 15% of these jobs will simply be
responding to the additional demand generated by the increase in
population. The other 85% of jobs will need to be provided for
competitively by the private sector.



In order for Milton Keynes to successfully generate these private jobs it
needs to build upon its success over the past 20 years and respond to
anticipated trends in demographics and labour markets.



These trends include a shift away from routine (medium-skilled)
occupations towards more non-routine (highly-skilled) positions, an
ageing demographic profile, and (over the longer term) an increase in
disposable income and reduction in annual labour hours worked per
employee.



Milton Keynes is well-placed to take advantage of these trends, but it
must continue to offer a vibrant, competitive place to do business, with
a high standard of infrastructure and quality of life for residents.



Investment in education and skills training for residents is vital in order
to provide the skilled workforce necessary to achieve the desired level
of growth in the KIBS sectors.
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1

Milton Keynes: Past and Present

This chapter is intended to provide context for the remainder of the report by
giving a brief overview of the recent history of Milton Keynes, a look at recent
trends, and an analysis of the current strengths and weaknesses of the city as
it is today.

1.1

The emergence of Milton Keynes

Milton Keynes has been one of the major success stories of the past 30 years,
and has in fact been the fastest growing UK city, both in terms of employment
and output (GVA) across the period 1981-2013. Figure 1.1 below ranks the
major UK cities in order of (real) output growth over that period. Several new
towns can be seen towards the high end of this spectrum, but it is clear to see
that Milton Keynes has been, by some margin, the most successful of these.

Figure 1.1 Economic Growth across British Cities, 1981 to 2013
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Broad
development
trends in Milton
Keynes

Over the last decade Retail trade and Business support services have been
two of the main employers in Milton Keynes with Retail trade being at the top
in many years. Over the last three years, however, Business support services
has grown at an increasing rate while retail trade has been slowing down
recently. The share of Business support services in total employment was
10% in 2014 while Retail trade accounted for 9% of total employment. This
structural changes suggest that economic activity in Milton Keynes is moving
towards a focus on business services instead of a consumer-based
dependence. Figure 1.2 shows the sectoral composition of Milton Keynes
compared to that of the UK as a whole.
Figure 1.2. Comparison of Milton Keynes and UK sectoral composition by employment
in 2015

DRAFT
From figure 1.2, we see that Milton Keynes has a not insignificant
specialisation in the knowledge intensive business sector, and reduced
employment in both primary and secondary and construction and utilities
sectoral groups.
Looking at individual sectors, education is a major employer in Milton Keynes
because the area is the hometown of the Open University. Being one of the
biggest universities in the UK for undergraduate education, the Open
University requires a lot of employment in order to support students all around
the world with their distance learning and research. Although education
accounts for just over 8% of total employment in Milton Keynes, one of the
disadvantage of not having resident students in the city is the lack the
additional potential skilled workforce this entails.

7

The Economic Prospects of Milton Keynes to 2050

Using a shift-share analysis to decompose the employment change across
cities can help to distinguish between increases caused by having a high
share of sectors which are growing strongly at a national level from more
localised effects. Although Milton Keynes has a similar sectoral composition to
the wider UK, much of its growth cannot be explained simply by national
trends and is instead down to the local situation specific to the city. Figure 1.3
shows the breakdown of employment changes into industry and local
components.
Figure 1.3. Local and Industrial Components of Employment Growth across British Cities
between 1981 and 2013.
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Key growth In order to better understand the current situation of Milton Keynes and its
sectors likely trajectory, it is necessary to identify those trends most likely to continue
into the future. Figure 1.4 below shows the sectoral trends between 2004 and
2015 for both the UK and Milton Keynes.
Across the wider UK, the sectors in which employment has grown most rapidly
have been those of Professional and Business related services, along with
Health and Education. The biggest reduction in jobs has been seen in the
wholesale and retail trade and in manufacturing.
Milton Keynes has seen particularly strong drop-offs in the latter two sectors,
but this is offset by increasing specialism in Education, Information and
Communication, and Finance and Insurance.
As can be seen from Figure 1.2, the sectoral makeup of Milton Keynes closely
mirrors that of the UK; it has avoided excessive specialisation in a small
number of sectors, although it does not have a particularly sizeable
manufacturing base. However there are a number of sectors in which Milton
Keynes does specialise to a more limited extent.
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Figure 1.4. Percentage change in employment in Milton Keynes and UK, 2004-15.
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Milton Keynes’ location quotients for all sectors are shown in figure 1.5. The
location quotient is a measure of relative specialisation within a region and is
calculated as the ratio between Milton Keynes % sectoral composition and the
UK % sectoral composition. The higher the value, the greater the extent to
which Milton Keynes specialises in this sector.
Looking at figure 1.5, we see that Milton Keynes’s specialisations in
Information and Communication, other private services, and in Finance and
Insurance are growing in significance, as both have increased relative to 2004.
The previously strong degree of specialisation in wholesale and retail still
remains, but at a slightly decreased level.
Milton Keynes also has specialisations in Transport and Storage,
Administration and Support Activity, as well as Professional and other
services.
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Figure 1.5 Milton Keynes relative specialisations compared to UK in 2004 and 2015
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Demography The demography of Milton Keynes has changed substantially since 1981 as
the city has developed. The population grew rapidly through the 1980s and
1990s, by 2.7% pa, with the fastest growth amongst the working age
population (15-64), which experienced growth of 3.1% pa on average over the
period. In the period since then (2000-14), growth of the total population has
slowed to an average of 1.5% pa, with growth of the working age population
slowing to an average of only 1.2% pa; the most rapid growth was seen in the
65+ population, at 3.1% pa. Although this rate of growth was similar to that
experienced over 1981-2000 (when the 65+ population grew by 3.2% pa), the
more recent period shows that the majority of the growth was amongst the 6574 population, while growth in the 75+ population slowed from 4.4% pa in the
earlier period to 2.3% pa over 2000-14.
Over the ten years to 2011, activity rates across many age bands in Milton
Keynes were relatively static. However, there were two exceptions; activity
rates amongst 15-19 year olds declined, likely due to increased participation in
higher education (brought on by fewer job opportunities as a result of the
recession), while activity rates amongst 60-74 year olds increased sharply.
The increase in activity rate among the 60-64 year olds was most noticeable
amongst females, reflecting the change to the state retirement age, while
activity rates amongst both males and females picked up in the 65-69 and 7074 age bands (by 10 pp in the case of males and 9 pp amongst females over
2001-11).
Similar trends were observed in the employment rate trajectory over the recent
past. While most age bands experienced a decline in the employment rate
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during and in the immediate aftermath of the recession, the employment rate
among the youngest of the working age population (16-19) failed to pick up as
strongly as across other age bands. The employment rate amongst the 65+ in
Milton Keynes has increased in recent years, and by 2014 stood at 7.7% (up
from 6.4% ten years earlier). It is clear that while the 65+ population has
picked up rapidly over the past 15 years, increasing numbers of this
population (particularly amongst 65-74 year olds) are actively participating in
the labour market and an increasing number are finding jobs in Milton Keynes.

1.2

Milton Keynes Strengths and Weaknesses

Existing Strengths
Location Milton Keynes is situated approximately 50 miles from London and 70 miles
from Birmingham. It is on both the West Coast mainline, the principle line
between London and the North West of England, and on the M1, which
provides fast road links to both the north and south. This makes for an
attractive location for any businesses with interests in both the London and
Midlands markets, and those that are involved in the transportation sector.
Being 50 miles away from London also provides several beneficial spill-over
effects from the capital city, as firms look to re-locate to more cost effective
premises.

DRAFT

Figure 1.6: Milton Keynes location relative to London, Birmingham, Oxford and Cambridge

To the West and the East, Milton Keynes is also positioned midway between
the two specialist knowledge centres of Oxford and Cambridge, which have
themselves two of the fastest growing knowledge economies in the country,
and form the so-called “golden triangle” with London. East-West transport links
are not currently as well developed as the North-South routes however.
As one of the largest cities in the area, Milton Keynes also has a large rural
and suburban hinterland, with workers commuting in from the surrounding
three counties of Bedfordshire, Buckinghamshire and Northamptonshire.
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Although it does not have its own commercial passenger airport, Milton
Keynes is located only 25 miles from Luton airport, and the UK’s largest
airport at Heathrow is within reach in under an hour. This makes it one of the
better connected cities in the UK.
Housing and Considering its location, Milton Keynes has one of the more affordable
Office Space housing markets in the South East, and also offers a relative abundance of
affordable office space in the city centre or around. Milton Keynes council’s
commitment to housebuilding and city centre expansion should ensure that
prices remain moderate for the foreseeable future. The city’s road and cycle
connections (“red routes”) make it an easy place to commute around.
City Centre Milton Keynes City centre is a sizeable and popular retail space, with a high
density of offices, shops and entertainment venues. Milton Keynes has an
above-average number of retail jobs for a city of its size and attracts business
from shoppers from the surrounding areas as well as its own residents.
Job types Milton Keynes has a significantly higher proportion of employment in
Knowledge Intensive Business Services (KIBS) sector than the UK in general.
These are high productivity and high growth sectors such as ICT and media,
and financial and professional services. These have resulted in a higher
GVA/worker value than the South East average. Milton Keynes also has one
of the highest start up rates of all cities in the UK.

DRAFT
Potential Weaknesses

Resident Skill Although the workforce of Milton Keynes has skill rates on par with the
Levels lower national average, the residents of the city itself actually have a lower skill set
than UK average on average than those that commute into the city, and below that of the
national average. The city has a deficit of highly skilled workers compared to
the national average, and a surplus of low skilled workers. This causes two
problems, firstly it makes it harder for firms to find suitably high skilled workers,
and it also means that many Milton Keynes residents find it hard to find a
suitable job, resulting in an unemployment rate slightly higher than other
comparably sized cities in the region.
Unfashionable As a new town, with currently unfashionable 1960s architecture, Milton
place to live Keynes does not have a strong reputation amongst young Britons as being a
“cool” or attractive place to live. Francis Tibbalds, president of the Royal Town
Planning Institute, described the centre of Milton Keynes as "bland, rigid,
sterile, and totally boring”. This is reflected in its relatively affordable house
prices in comparison to similarly located cities in the South East of England.
Other criticisms have included a lack in diversity of retail options and nightlife
venues. Many of the kind of highly skilled workers and graduates that Milton
Keynes businesses will need to attract over the next 30 years will be in their
20s, a period of their life when they will be looking for a specific lifestyle.
Although it is the case that many people who relocate to Milton Keynes are
pleasantly surprised by what they find, this on-going image problem is an
issue that will need to be addressed in a more permanent manner than simply
through re-branding or marketing.
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Lack of Many graduates stay on in their university cities after graduating and look for
residential high skilled jobs. Although the Open University is based in Milton Keynes,
university there is not a significant undergraduate presence in the city, and therefore
Milton Keynes misses out on the annual influx in highly skilled labour that
other similar sized cities experience. There are other universities nearby,
however, including the University of Cranfield and the University of
Buckingham. University Campus Milton Keynes, a subsidiary of the University
of Bedfordshire is currently only a small institution, however it is anticipated
that this will grow significantly and gain its independence as a fully-fledged
university at some point in the future.

DRAFT
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2

Population and Employment Forecasts

2.1

MKi published population projections

We have used the central MKi Observatory projections in the work done so
far, which run to 2026, applying growth rates from the ONS subnational
population projections thereafter. These are derived from Milton Keynes’ Core
Strategy objectives, which include the creation of 1,750 homes every year
from 2010-2026, and no housebuilding in subsequent years.
In addition, we have created two alternative set of projections, based upon
variants of the Core Strategy. These are;


Continued Expansion: a scenario in which house building continues at
1,750 units per year for every year 2027-2050. To model this, the annual
average growth rates over the preceding 10 years (2016-2026) are used to
project forward a growth rate for the next year (2027) for each age band
and gender split; this then rolls forward the following year (so 2028 uses
the annual average growth rate over 2017-2027).



Accelerated Expansion: a set of projections in which house building is
ramped up to 50% above its current level in each year 2027-50 (meaning
2,625 homes being built per year). This is modelled by taking the above
growth profile and accelerating growth in each age band and gender split
by half again of the existing rate.

DRAFT

The purpose of these three sets of projections are to assess first of all a
“business-as-usual” case, based upon planned housing provision to 2026,
then the official ONS population projections for Milton Keynes to 2041, and
then to compare this against two scenarios where additional worker capacity
(in the form of housing) is created, to assess the scale of the challenge facing
Milton Keynes as it continues to grow and expand the economy.
The MKi projections run to 2026; however we have extended these to 2041,
for use in the modelling exercise outlined below, and the alternative scenarios
have also been constructed out to 2041 for comparison purposes.

Central These projections suggest a challenging change in demographics in the
projections medium- and long-term. Over the past few years, population has grown at an
increasing rate. In the short term population is expected to accelerate, and this
will reach a peak rate of growth in 2019. It then slows in the medium term and
settles at average annual growth rate of around 0.7% pa in the long term. This
reflects a short-term acceleration in growth of the working age population that
will slow to about 0.4% pa in the longer term.
The child population is forecast to accelerate in the short term (2017-2019),
then slow in the medium term. The dependency rate in Milton Keynes will
continue to increase; reflecting an increasing share of the population
represented by those of pensionable age. This expansion of the ‘grey’
population, allied to little growth in the working age population, will
undoubtedly provide challenges in delivering both public and private sector
services.
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These central projections show an increase in population driven by inmigration, some domestic (i.e. from other parts of the UK) but mostly
international. This reflects historical trends, where the rapid population growth
seen in Milton Keynes has been similarly driven by international migration.
Nationally, international migrants have a younger age profile than domestic
migrants (as a larger proportion of international migrants are driven by
economic factors, i.e. they are of working age and looking for employment),
while a portion of domestic migrants are retirees moving for other reasons. In
the projections, while much of the expansion is of those older than 65, this
mirrors the historical changes to the demography of Milton Keynes; that,
despite much of the in-migration being international in nature, the population
of those in the older age-bands has increased more rapidly than the younger
ones. This effect is exacerbated by the continual aging of the resident
population, but the primary driver is the continued in-migration of the older
population.
Continued The manner in which this scenario is modelled (see above) means that there
expansion are differences from the central projections only in the years after 2026. Over
scenario 2027-41 there is a modest increase in the number of children of around 0.6%
pa, compared to a near zero rate of growth seen in the baseline. This results
in almost 6,500 more children in this scenario than the baseline in 2041.

DRAFT

The working age population grows around 0.6 pp faster over 2027-41 as
compared with the baseline, by approximately 1.0% pa. As a result, the
working age population is 18,300 larger in 2041 in this scenario versus the
baseline. The 65+ age band grows around 1.3 pp faster than the baseline, and
as a result the OAP population is 15,600 larger in 2041 than is the case in the
central projections. Along with the increase in child population, this leads to an
increase in the dependency rate.

Accelerated In the accelerated expansion scenario, population growth is even more rapid
expansion than that seen in the other scenario, although again all additional growth
scenario occurs over 2027-41. The child population grows throughout this period, by
0.9% per annum on average, compared to a near zero rate of growth seen in
the central projections. The 16-64 population expands by 1.5% pa, compared
to a much slower growth in the baseline (0.4% pa); however by far the most
rapid growth is seen in the OAP population, which expands by 6% pa by the
end of the forecast period; growth is 3.5 pp more rapid than in the central
projections. These profiles combine to give a total population growth rate of
2.4% pa in 2027 increasing to 2.9% by 2041.

2.2

Linking jobs and population growth

There is a clear modelling logic to move from the population projections to
estimates of employment requirements, and this can be seen in Figure 2.1.
Blue boxes represent data series, and the white boxes are assumptions that
have been made.
This framework is used in the Chelmer model to separately model the three
population scenarios set out above. The Chelmer model uses historical data
from 2011 (based upon the Census) to estimate demographic changes at five
year intervals (2016, 2021, etc.). However, it takes account of all years of the
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population projections, rather than just the population in the relevant time
period. The projections run to 2041. For the sake of convenience, we therefore
take 2016 to be the ‘current’ year, 2026 as an approximation for the end of the
Core Strategy, and 2041 as the final year for comparison. This modelling
framework makes a number of key assumptions to calculate how the changes
to population map through to required number of jobs;


Activity rates are assumed to remain constant (at 2011 levels) within age
and gender bands – but changes to the age makeup of the population will
result in changes to the activity rates as calculated across the whole of the
16-64 population.



Employment rates are assumed to remain constant at 2011 levels
throughout the projections.



Commuting is estimated based on the number of inward and outward
commuters amongst the residents that are employed, based upon 2011
figures. This proportion is held constant throughout the projections.

Figure 2.1 Moving from population projections to jobs required

DRAFT
Central In the central projections, an increase in population of 80,000 between 2016
projections and 2041 leads to an increase in resident employment of 25,000, and after
adjusting for net commuting, 30,000 jobs will be filled within Milton Keynes
amongst the additional population. This compares to 43,000 increase in
population over the ten years 2016-2026 (representing the period covered by
the Core Strategy), which would require the creation of an additional 17,000
total jobs.
The number of jobs required per 1,000 additional population varies over time,
reflecting the changing nature of that additional population; specifically, it’s
increasing dominance by those 65 and older. As a result, while in 2026 397
jobs will need to be created in Milton Keynes per 1,000 additional population,
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by 2041 the equivalent figure has fallen to 374 additional jobs per 1,000
additional population.
Table 2.1 Details of Population and Employment Projections for Central Scenario
2011

2016

2026

2041

2016-41

2016-41 %

absolute

differences

differences
Population

249,900

266,669

309,391

346,546

79,877

30.0%

16-64

169,431

173,523

194,087

206,876

33,353

19.2%

81.4%

82.1%

81.3%

82.0%

-0.1%

Labour force

137,924

142,399

157,808

169,551

27,152

Resident

93.7%

93.6%

93.6%

93.6%

0.0%

129,240

133,326

147,738

158,689

25,363

20.0%

20.0%

20.0%

20.0%

0.0%

population
Activity rates
(whole
population)
19.1%

employment
rate
Resident

19.0%

employment
Out
commuting

DRAFT
as % of

residential

employment
Total out

25,848

26,665

29,548

31,738

5,073

19.0%

32.0%

32.0%

32.0%

32.0%

0.0%

48,655

50,193

55,619

59,742

9,549

19.0%

152,047

156,854

173,809

186,693

29,839

19.0%

16,955

29,839

commuting
In

commuting
as % of
Milton
Keynes

employment
Total in
commuting
Total
employment
in Milton
Keynes
Total
Additional
Jobs
Required

Continued
expansion
scenario

In the continued expansion scenario, population grows much more rapidly
after 2027, reaching 387,000 by 2041, and while there is an increase in the
resident employment and jobs required, it is not commensurate with the
change in population; over 2026-41 the population increases by 77,000, but
this requires only 23,000 additional jobs in Milton Keynes. The activity rate
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amongst those of working age decreases to 79.5% in 2041. By 2041 each
additional 1,000 population requires only 336 jobs, fewer than in the central
projections.
Table 2.2 Details of Population and Employment Projections for Continued Expansion
Scenario
2011

2016

2026

2041

2016-41

2016-41 %

absolute

differences

differences
Population

249,900

266,669

309,391

386,837

120,168

45.1%

16-64

169,431

173,523

194,087

225,175

51,652

29.8%

81.4%

82.1%

81.3%

79.5%

-2.5%

Labour force

137,924

142,399

157,808

179,087

36,688

Resident

93.7%

93.6%

93.6%

93.6%

0.0%

129,240

133,326

147,738

167,643

34,317

population
Activity rates
(whole
population)
25.8%

employment
rate
Resident

25.7%

employment
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Out

20.0%

20.0%

20.0%

20.0%

0.0%

25,848

26,665

29,548

33,529

6,864

32.0%

32.0%

32.0%

32.0%

0.0%

48,655

50,193

55,619

63,113

12,920

25.7%

152,047

156,854

173,809

197,227

40,373

25.8%

16,955

40,373

commuting
as % of

residential

employment
Total out

25.7%

commuting
In

commuting
as % of
Milton
Keynes
employment
Total in
commuting
Total
employment
in Milton
Keynes
Total
Additional
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Required

Accelerated In the accelerated expansion scenario, the population of Milton Keynes
expansion increases by over 43% between 2026 and 2041, reaching a total population of
scenario 443,000 by 2041. The activity rate falls by more than in the previous
scenarios, to 78.5% in 2041, reflecting the ageing of the population even
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within those of working age (with activity rates lower amongst the older
working age population). As a result, resident employment increases by
32,000 between 2026 and 2041, and 38,000 additional jobs are required in
Milton Keynes in 2041 when compared to 2026. By 2041, each additional
1,000 population requires only 312 jobs.
Table 2.3 Population and Employment Projections for Accelerated Expansion Scenario
2011

2016

2026

2041

2016-41

2016-41 %

absolute

differences

differences
Population

249,900

266,669

309,391

442,610

175,941

66.0%

16-64

169,431

173,523

194,087

244,830

71,307

41.1%

81.4%

82.1%

81.3%

78.5%

-3.5%

Labour force

137,924

142,399

157,808

192,225

49,826

Resident

93.7%

93.6%

93.6%

93.6%

0.0%

129,240

133,326

147,738

179,938

46,612

20.0%

20.0%

20.0%

20.0%

0.0%

25,848

26,665

29,548

35,988

9,323

32.0%

32.0%

32.0%

32.0%

0.0%

48,655

50,193

55,619

67,741

17,548

35.0%

152,047

156,854

173,809

211,692

54,838

35.0%

16,955

54,838

population
Activity rates
(whole
population)
35.0%

employment
rate
Resident
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35.0%
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Out
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35.0%
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In
commuting
as % of
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commuting
Total
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in Milton
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Sensitivities in As shown in Figure 2.1, the analysis is sensitive to a three key assumptions,
the analysis namely that activity rates by age band, employment rate and commuting rate
will all remain constant at 2011 levels throughout the projections. These
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assumptions are unlikely to hold true in the long term, however there are also
a number of specific long-term trends which are not addressed in these base
assumptions. In order to clearly demonstrate the impact that these
assumptions have upon the results, sensitivity analysis has been undertaken,
where these key assumptions are varied (one at a time) to show the difference
from the baseline estimates. All of the effects are linear and symmetrical; so
while in the analysis below impacts are typically 1 percentage point increases,
a 2 percentage point increase would require twice the number of additional
jobs, etc.
The increasing
activity rates
amongst the
older population

Activity and employment rates amongst the 65+ (particularly those aged 6574) have steadily increased in recent years, yet our analysis assumes that
these rates will remain steady in the future. While there are unlikely to be
gains as strong as those seen previously (which were driven by changes to
income and wealth resulting from the recession) there is scope for continued
increases in participation, which would have substantial impacts on the
number of jobs required by the additional resident population in the three
scenarios above, given the large proportion of them that are within the 65+
age band.
Altering the activity rates of the population has a substantial impact on the jobs
that must be created in Milton Keynes. A 1 percentage point (pp) increase in
the overall activity rate results in 32,100 jobs being required in Milton Keynes
in 2041, an increase of 2,300 on the baseline (+7.6%).

The current
employment rate
is below that
seen in recent
(pre-recession)
history
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Employment rates fell in Milton Keynes during the recession, and rates remain
below their pre-recession levels. As such, the long-term employment rate may
be higher than the 93.6% used in the projections above, which would increase
the number of jobs required by the additional population.
If the employment rate returned to a level 1 pp higher than the 2016 rate (i.e.
94.6% by 2041), 31,800 jobs would be required in Milton Keynes in 2041, an
increase of 2,000 on the baseline (+6.7%).

Out-commuting As Milton Keynes increases in size, the wider pool of labour and jobs may
trends reflect a allow better matching of workers and required skills, resulting in a reduced
smaller economy need for out-commuting, and thereby increasing the number of jobs that must
be created in Milton Keynes for the additional population.
Within the model, in-commuting is measured as a percentage of the total
resident population (reflecting the fact that the more people there are
employed in a city, the larger the economy of that city, and the more attractive
it is to workers from outside the city, and therefore the larger the commuting
catchment is). In the baseline analysis, in-commuting is assumed to remain at
37.6% of total residential employment. If this assumption is increased by 1pp,
to 38.6%, net in-commuting increases, resulting in 1,600 additional jobs being
required in Milton Keynes in 2041.
All of these sensitivities in this analysis are on the upside; that more jobs than
estimated may in fact be required. This should be considered when evaluating
the policy response to the future changes in population, and more detailed
scenario work may be required. The sensitivity analysis demonstrates that the
modelling is most sensitive to changes in the activity rates (so increased
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workforce participation amongst the older population would have a substantial
impact on the job requirements within Milton Keynes), followed by changes to
the employment rate (if the current level reverts towards the long-term
average over the time horizon considered in the projections), with the smallest
increase from changes to commuting. However, these absolute impacts must
be considered in the context of the likelihood of the baseline assumptions
being wrong, and taking this into account the largest difference is likely to be
due to under-estimating the activity rates, followed by increased level of incommuting and finally changes to the long-term employment rate (which,
given the changing demographics of Milton Keynes and the shift towards an
older workforce, seems relatively unlikely).

2.3

Sectoral breakdown of additional employment

Calculating a sectoral breakdown of employment generated in Milton Keynes
in the future required the use of a different tool; CE’s own Local Economy
Forecasting Model (LEFM). While the Chelmer model contains no ‘economic’
content, and thus models job creation based solely on changes to
demography, LEFM is underpinned by a baseline set of economic projections
for Milton Keynes (derived at a sectoral level by projecting existing trends visà-vis the South East region within which it sits). While changes to demography
do play a role in changing GVA and job growth within the given local area, the
relationship is not linear, and is one of a number of factors which affect
employment. In order to model the employment requirements of the new
population, it is necessary to distinguish between different drivers of economic
activity (and therefore employment). Figure 2.2 sets out the potential drivers of
employment in different sectors. For this analysis, it is necessary to identify
the first subset of sectors; those where employment is primarily driven by
demand from the population.

DRAFT
Figure 2.2 Drivers of employment

LEFM models the local economy across 45 sectors. Of those 45, six were
identified as being primarily driven by demand from the local population;

21

The Economic Prospects of Milton Keynes to 2050



Retail trade



Food & beverage services



Public Administration & Defence



Education



Health



Residential & social care

These fall broadly into two categories; consumer services (retail trade, food &
beverage services) and public sector services (PAD, education, health,
residential & social care). Other sectors have some element of demand
associated with changes to demography (for example utility supplies) but are
also affected by other factors such as private sector economic activity, so
have been excluded from the analysis.
Modelling
changes to
employment in
the key sectors

As discussed above, demography is one of a number of factors which affect
employment within the modelling framework used. As such, it is not possible
to isolate the impact of demography on a given set of projections. An
alternative way of assessing the impact of demography within these sectors is
to calculate the elasticities; the rate at which increases in population create
employment within the modelling framework. The model is designed so that
employment effects increase over time, reflecting likely firm behaviour - thus
the elasticities increase in the period through to 2030. The table below shows
the additional employment generated in each of the sectors of interest by
1,000 additional population in both 2015 (when the elasticities are smallest)
and 2030 (when they are largest).
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Table 2.4 Directly-induced jobs per 1000 additional population in 2015 and 2030
Jobs per 1,000 additional population

2015

2030

Retail trade

7

10

Food & beverage services

7

15

Public Administration & Defence

1

1

Education

4

8

Health

2

3

Residential & social

1

2

Whole economy

41

76

These results suggest that each 1,000 additional population create between
40 and 80 jobs directly. In all three scenarios, in 2026 around 400 jobs are
required to be created per 1,000 additional population (as set out above); this
analysis suggests that while 40-80 of these will be created by the increase in
resident population (approximately 15% of all additional jobs) meaning around
220-260 jobs per 1,000 additional population will need to be supplied by the
private sector within Milton Keynes.
This level of additional employment is well below current levels; in 2014, the
six sectors listed above were responsible for just over 400 jobs per 1,000
resident population. In part this large difference is due to economies of scale;
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the marginal job creation is low precisely because there already exist a
substantial number of jobs in these sectors, and additional population can be
serviced without substantial additional employment. However, it should be
reiterated that the LEFM numbers in the table above serve to highlight the
importance of overall economic growth in driving employment outcomes
(particularly in the private sector industries such as retail trade and food &
beverage services).
The realistic picture is that additional employment generated by increases in
the population in the future will be somewhere between the two sets of figures
seen here. Cuts to government expenditure and economies of scale will mean
that far fewer than the current 400 jobs per 1,000 resident population will be
required in the public-facing sectors, while the elasticities drawn from the
LEFM model will likely be a substantial under-representation. In addition,
larger demographic trends (such as the aging population) will ensure that
some fundamental baseline increases should be expected (particularly in
areas such as health and residential & social care, whether provided by the
public or private sector).
The message that can be drawn from this is that, while these public-facing
sectors will generate a proportion of the employment required to maintain
employment rates and economic activity, the majority of jobs will be still be
drawn from the private sector, and local government must ensure that policies
are in place to encourage expansions in private economic activity to generate
these jobs.
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3

The Future of Milton Keynes

3.1

Expected future UK macroeconomic trends

Continuation of The majority of trends anticipated over the next 10-30 years are continuations
recent history of current trends that have been observed over the past 10-20 years and were
discussed in Chapter 1.
Before we discuss the likely impact on Milton Keynes and the potential actions
required of the council to facilitate any changes, we need to identify these
trends and their implications for the wider UK economy.
Labour market One of the most important trends in the global labour market is the effect of
trends increased investment in technology and automation in supplanting and
augmenting existing labour. The nature of the labour market is in constant flux
as old jobs become obsolete and new jobs are created as business
opportunities emerge. It is estimated that roughly 5% of UK workers are in a
role that did not exist 10 years previously. This trend is expected to continue
or even accelerate over the next 10-30 years.
The biggest differential between the old and new types of jobs is the routine or
non-routine nature of the work. Technology and automation are slowly
replacing many routine jobs, but at the same time allowing many non-routine
jobs to flourish. Routine and non-routine jobs can be found in both the high
skilled and low skilled sectors.
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Over the past 20 years, the share of routine jobs has fallen. Figure 3.1 shows
the change in the number of jobs available in the 9 standard occupational
classifications (SOC). We consider group 1, managers, directors and senior
officials; group 2, professional occupations; and group 3, associate
professional and technical occupations, to be highly skilled, non-routine
occupations. These occupations, taken together, have experienced the
highest increase in % of jobs across the UK. Milton Keynes specifically has
seen strong growth in groups 2 and 3, but a small reduction in group 1.
These three groups, but particularly groups 2 and 3, are expected to continue
to grow strongly in the foreseeable future. Groups 2 and 3, professional and
associate professional and technical occupations are the two groups which
experience the highest creation of new job types as new technologies and
markets are invented and discovered. This trend is anticipated to continue,
implying that a higher and higher proportion of jobs will be in these two highly
skilled groups.
Groups 4 and 5, administrative and secretarial occupations and skilled trade
occupations, are medium skilled routine jobs that have experienced a drop in
UK job share. These are the well-paid jobs that have proved susceptible to
automation and have been implicated in discussions of the so-called
“hollowing out” of the job market. This effect has been particularly pronounced
in Milton Keynes, and the trend is anticipated to continue in the future.
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Figure 3.1. Change in occupational classification, 2004-15 in Milton Keynes and the UK.
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-4

-3

-2

-1

0

1

2

3

1: managers, directors and senior officials
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4: administrative and secretarial occupations
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6: caring, leisure and other service occupations
7: sales and customer service occupations
8: process, plant and machine operatives
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The only other occupational group that has seen a rise in relative employment
in the UK over the past 10 years is group 6, caring, leisure and other service
occupations. This is a medium skilled, non-routine occupation. This is also
anticipated to experience a relative increase in job numbers, as it is one of the
least likely to be automated and reflects the general trend of an aging
population.
The last three groups are the low-skilled occupations. These have all shrunk
across the UK. Group 8, process, plant and machine operators and group 9,
elementary occupations, are the two occupational groups most likely to
become almost completely obsolete as technological improvements continue
to automate routine labour. Group 7 has experienced a loss of job share in the
UK but has actually risen significantly in Milton Keynes. This is a semi-routine
occupational group. Although occupations in this group remain at risk, wider
sectoral economic shifts may partly or wholly offset this.
Although there has been much discussion amongst economists about
“hollowing out” of the job market, with a relative reduction in the number of
medium skilled and medium wage jobs, this is really a matter of the way in
which the divisions are drawn between the different occupation groups and
their associated skill levels. As the mean skill level of the workforce increases,
there is an argument that some of the occupations previously considered a
high skill job should now perhaps be considered a medium skill job.
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One of the most profound changes in the job market over the next 30 years
will be the increasing shift from routine to non-routine activities. Whilst routine
jobs at all skill levels are under threat from automation, there is a
corresponding and growing demand for non-routine positions, particularly for
the highest skilled occupations, but also for those with lower skill levels. So far
in this process, new medium and high skilled non-routine jobs have been
invented at a pace that offsets the loss of low-medium routine occupations.
What is apparent is the ever-increasing necessity for workers to possess
higher and higher skill levels in order to successfully compete in the labour
market, in exchange, of course, for correspondingly increased compensation
levels in return for the higher productivity rates this should entail. This is an
ongoing challenge for the education system moving forward.
Figure 3.2. Projected growth areas for the UK from 2015 to 2031.

UK projected growth areas top 20 (0000s jobs)
0

10

20

30

40

50

60

Business support services
Food & beverage services
Construction
Residential & Social
Retail trade
Head offices & management cons.
IT services
Architecture & engineering services
PAD
Financial & insurance
Other professional services
Warehousing & postal
Recreational services
Health
Wholesale trade
Accommodation
Arts
Other services
Legal & accounting
Media

DRAFT
2015-2031

% change

Figure 3.2 shows the projected growth areas for the UK from 2015 to 2031.
We see quite clearly an increase in business, IT and professional services
reflecting the changing nature of jobs over the next 15 years, and the growth
in retail, arts and recreational services reflecting the increase in both leisure
time and disposable income. The reasons these specific sectors are
anticipated to strengthen in particular will be discussed below.
These are the national trends that Milton Keyes needs to position itself to best
take advantage of. As a city with a sectoral composition that is already ahead
of the national average in catering towards these particular areas, Milton
Keynes is well placed to take advantage of this situation.
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UK sectoral The sectors which see the largest absolute employment growth in the UK over
trends the period to 2030 are expected to be consumer and private services firms.
Table 3.1 Key growth sectors in UK and Milton Keynes economy
Key UK growth

Jobs in Milton

UK jobs, 2015

Additional Jobs

sectors

Keynes, 2015

(000s)

created across the

(000s)
Business support

UK, 2015-30 (000s)

18.0

2796.1

531.5

7.2

1758.3

410.3

Construction

7.0

2137.6

356.3

Residential & social

5.8

1826.6

298.1

Retail trade

15.9

3040.2

273.3

Head offices &

9.1

939.8

203.2

IT services

12.3

744.2

154.4

Architecture &

3.0

1004.5

113.9

5.5

1337.8

103.1

9.5

1135.8

75.1

services
Food & Beverage
services

management
consultancy

engineering services
Public Administration
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& Defence

Financial & Insurance
Services

As might be expected, there is substantial crossover between the key growth
sectors for the UK economy going forward and the current Milton Keynes
economy.


Business support services is the biggest sector in Milton Keynes; it
accounted for 10% of total jobs in 2015. However, Milton Keynes is a
relatively small player in the UK context; it represents approximately
0.6% of UK total employment in that sector. By 2030, we expect
531,500 additional jobs in business support services across the UK.



Food & beverage services is one of the top 20 sectors in terms of
employment in Milton Keynes, representing 4% of total jobs.



Retail is the second biggest sector in Milton Keynes; employment is
9% of total jobs in the area and it represents 0.5% of total employment
in the whole retail sector of the UK.



Head offices & Management Consultancy is one of the larger sectors in
Milton Keynes at 5% of total jobs in the area. Milton Keynes is
responsible for just under 1% of employment in the sector in the UK.



IT services is the third-largest sector in Milton Keynes with 7% of total
employment in the area, representing almost 2% of total employment
in the UK-wide sector.
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Financial & Insurance Services is a strong sector in the Milton Keynes
economy. It accounts for 5% total employment in the area and just
under 1% of UK.

The relatively strong alignment here between the UK’s future growth sectors
and the existing strengths of Milton Keynes suggest that what is needed is
‘more of the same’, in terms of continuing moves to develop the existing
industry base, rather than a more radical approach to developing completely
new sectors. Nonetheless, the demands of increased scale will require
continued private investment, and policy should be focussed on ensuring that
these strengths can be realised.
Many of Milton Keynes’ strengths, for example its location in proximity to
London, Birmingham, Oxford and Cambridge, and its ability to increase both
office space and housing stock in response to increased demand, are likely to
remain strengths for the foreseeable future.
Growth of
Knowledge
Intensive
Business
Services

The most fertile ground for new types of business and new types of highskilled, non-routine jobs are in areas with a high density of highly skilled and
educated workers. Many new and innovative businesses originate in the cities
with high densities of knowledge workers, particularly the “Golden Triangle” of
London, Cambridge and Oxford, and then migrate to other cities. Through its
location in the Golden Triangle, Milton Keynes is in an ideal position to take
advantage of these innovative new businesses.
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One example of the growth of high skilled non-routine jobs, and one of the
largest growing UK sub-sectors over the past ten years, has been the
knowledge intensive business services (KIBS) sector. This trend is expected
to continue for the foreseeable future. Examples of industries included in the
KIBS definition include finance and insurance, IT, and professional, scientific
and technical services.
Milton Keynes currently has an extremely good record for fostering start-up
enterprises, and has one of the highest business start-up rates per head of
population in the UK. This is partly explained by its relatively rapid increase in
population and economy, however other factors, for example affordable and
high quality office space and convenient geographic location, make Milton
Keynes an attractive place to start up a business.
As the sector expands, more jobs are likely to be created as firms move out of
London or Oxbridge and into nearby satellite towns where office rents are
more affordable and cheaper housing and living costs enable a higher quality
of life for staff. This process has already been over the past 10-20 years, and
as such Milton Keynes already has a degree of speciality in several of these
sectors, and is well-placed to expand over the next 15-30 years.

Higher wages, As a result of increased capital investment, technological improvements and
shorter hours increasing skill levels, labour productivity has been on a long term upward
trend. Over time, this should lead to corresponding increases in real wages for
workers, as a higher and higher proportion of the population gain the skills
required to gain the high skilled, highly paid positions that are forming an everincreasing proportion of the job market. A second, resulting effect of this
increase in productivity has been the steady reduction in annual labour hours
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worked per employed worker. As more and more of our goods and services
are produced by automated machinery, the total net demand for labour hours
per head of population within the economy has reduced.
Fortunately, instead of this leading to intractable long term unemployment
problems, the reduced labour hours have been spread out over the workforce,
with shorter working weeks and greater holiday entitlements meaning workers
working on average 25% less hours per year than in 1950.
The net result of these two effects is for British people to have, on average,
both higher spending power and increased leisure time. This has profound
implications for the structure of the economy, with an ever increasing amount
of money spent on luxury items, entertainment and leisure pursuits.
The three sectors that will be particularly positively affected by this ongoing
increase in leisure time and spending power are the retail, food and drink, arts
and recreation services. It is anticipated that the increased demand for these
sectors will lead to an increase in labour demand in two particular
occupational groups: group 6 (caring, leisure and other service occupations)
and group 7 (sales and customer service occupations). These are the lowmedium skilled, non-routine occupations that were identified above. It is likely
that an increasingly significant proportion of all low-medium skilled workers will
be employed in these sectors over the next 10-30 years.
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Ageing Demographic change within the UK will also affect the demand for services
population and the corresponding sectoral makeup. As life expectancies increase, the
elderly proportion of the population is forecast to increase steadily; by 2041
those aged 65+ will represent almost 25% of the total population, and those
aged 80+ almost 10%. As a result, of this, services that are focussed on the
elderly will experience increased demand. Two particular sectors that are
anticipated to experience ever-increasing demand are health care and social
and residential services, linked to the provision of care for pensioners and
particularly those aged 80+. This will provide increased employment
opportunities in the low-medium skilled non-routine occupations.

3.2

Risks and opportunities to future development

Attractive Place In order to continue to grow at the rate required to generate the necessary
to Work number of new jobs, Milton Keynes needs to ensure they are able to attract
businesses, workers and start-ups in high-skilled, non-routine occupations that
are forecast to grow across the UK economy. Milton Keynes needs to be seen
as an attractive place to do business, with its current strengths fully intact in
the years to come. Milton Keynes needs to be seen as the ideal destination for
a new knowledge based business, whether they are founded in the city itself
as a start-up company, in Central London, or in another location in the region.
This means providing desirable and high quality office space at extremely
competitive prices, with the best utilities and internet connectivity in the
country.
Milton Keynes also needs to maintain its progress in promoting, helping, and
supporting the most innovative start-up companies, in terms of both the
facilitating the supply of venture capital from the financial sector, and in

29

The Economic Prospects of Milton Keynes to 2050

providing the basic administrative and legal support to reduce the burden on
entrepreneurs to allow them to focus on the creative element of the business.
Another important factor for knowledge intensive businesses is a large pool of
highly skilled potential employees to hire from as the company expands or
diversifies. This is a widely understood agglomeration effect, as the presence
of a highly skilled employee pool will depend on a number of factors, including
the density of other similar KIBS businesses in the city, as well as a residential
university, and a highly-skilled and well-educated residential population.
Increases in the density of knowledge based firms and in the density of high
knowledge labour force are mutually reinforcing factors.
Attractive place If KIBS firms are unable to hire new, highly-skilled workers from the local
to live population, they will need to attract them to relocate to the city from
elsewhere. The ease of being able to do this will be very much dependent
upon public perception of Milton Keynes’s attractiveness as a place to live. As
has already been mentioned, there is much that Milton Keynes council could
do to improve this.
Milton Keynes council need to continue the work they are undertaking to
improve the city centre and push for an increase in high quality retail,
entertainment, leisure and night-time economy sector, both in the city centre
and smaller “hubs” around the outskirts of the city, tailored to the requirements
of the local residents. Although Milton Keynes currently has a functional and
popular shopping centre, much criticism focuses on the lack of character and
the lack of a traditional high street, as well as complaints about an overabundance of chain stores and restaurants and a lack of diversity in both the
retail and night-time entertainment sectors. Milton Keynes council could
potentially identify an increased diversity of retail, recreation and
entertainment offerings as a method of extending or improving the current city
centre in order to provide for a USP that make Milton Keynes a more attractive
place to live for young people.
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Infrastructure Although Milton Keynes currently has a sufficient road network for its needs,
this may not be enough to accommodate the large expected increase in
population over the next 10-30 years. Evidence1 suggests that as the
population of a city increases, the ability of the city to provide sufficient road
capacity decreases. More investment must take place to reduce the proportion
of workers who commute to work by road by increasing the viability and
attractiveness of alternative options. As well as ongoing improvement works to
ease bottlenecks in the road system as they occur, significant improvements
and extensions to both the cycling infrastructure will be needed, including but
not limited to the new “Super Redways”. The public transport system also
requires investment and improvement, particularly in the light of the increasing
age profile of the city. New, innovative means of transport need to be
considered. One potential improvement currently in the pipeline is the varsity
line rail service linking Milton Keynes to both Oxford to the West and
Cambridge to the East. This will have significant travel time improvements
between these two cities and provide a link from Milton Keynes to both centres
of learning and knowledge. This is a vital piece of infrastructure improvement if
1

http://www.sightline.org/2009/03/10/population-causes-congestion/

30

The Economic Prospects of Milton Keynes to 2050

Milton Keynes is to successfully tap into the high skilled workforces of these
two cities.
Education and One area of weakness in Milton Keynes is the below-average skill set of its
Training resident population. There needs to be a renewed focus on local education in
order for the resident population to truly benefit from the ongoing expansion of
the city. Improved skills for residents mean improved opportunities to work in
the increasing number of high-wage occupations in the city and not simply in
low-skilled, low-wage service jobs. Improved secondary and tertiary
educational opportunities are paramount here, as is the provision of vocational
skills training for both young people who do not go to university, and for older
residents whose occupations may be under threat.
Higher Education There is evidence2 that the presence of a university in a city creates positive
Sector externalities within a local economy. There are three spill-over mechanisms in
particular:


The localised dissemination of knowledge through either formal
codified means (e.g. articles, papers, public lectures) or informal
networks which add to the tacit knowledge base of the local economy
and creates significant agglomeration benefits in KIBS and other highly
technical sub-sectors.
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It creates the potential for highly productive and innovative spin-off
firms, collaborative efforts between the university and local firms, and
offers the opportunity for existing firms to be involved in direct and
potentially lucrative contracting arrangements with university or
university departments.



The prevalence of a proportion of university graduates remaining in
local area significantly improves the ability of local firms to access the
human capital of a highly skilled labour force with tacit knowledge
taken from their university education and involvement.

There is strong evidence3 that the presence of an institute of higher education
correlates strongly to the prevalence of high technology production,
knowledge based start-ups and R&D facilities.
If such a venture were to be undertaken, significant land amounts of and
infrastructure would have to be devoted to the university campus and student
and staff accommodation. A typical mid-sized UK university may have
between 10,000 and 20,000 students and up to 10,000 total staff covering a
wide variety of roles from lecturers to administrative and support staff. This in
itself carries some level of opportunity cost as that land could be used for
other commercial or residential activity, and the site would therefore have to
be chosen carefully. However, a key consideration is the nature of the
infrastructure required to facilitate the accommodation, work and study
provisions and entertainment of this number of students. If the MK student
profile was representative of the existing national student body, then the ability
2

Charles, D. 2006. Universities as key knowledge infrastructures in regional innovation systems.

3

Audretch, D. 2004. University Spillovers and New Firm Location.
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of Milton Keynes to provide the necessary housing, entertainment and
transport infrastructure to support a large number of young adults with often
no access to private transport and limited financial resources must be
considered.
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4

Conclusions

The results of the Chelmer Modelling analysis suggest that for every additional
1000 residential population, approximately 400 extra jobs would be required,
of which 85% would have to be provided for in competition with the rest of the
UK. This translates as an additional 17,000 jobs to be created by 2026, with a
further 13,000 jobs created between 2026 and 2041 under the central
projections. Assuming a constant rate of house building continues after 2026,
this number goes up to an additional 23,000 jobs in this 15-year period.
Our analysis in chapter 3 shows that Milton Keynes is well-placed to be able to
provide these additional jobs. Its current sectoral specialisation matches up
coherently with the sectors forecast to grow strongly over the next 20-30
years, and the particular characteristics that have helped the Milton Keynes
economy grow strongly over the past 20 years should continue to offer a
similar level of assistance over the next two decades.
However, maintaining this level of growth will require both flexibility in
responding to the changing nature of the economy and labour market, and the
will to actively address any potential risks to the attractiveness of Milton
Keynes as a place in which to live and do business. The table below
summarises the current strengths and weaknesses of Milton Keynes, as well
as the risks and opportunities it is expected to face over the next 20-30 years.
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Table 4.1 SWOT matrix for Milton Keynes

Strengths

Weaknesses

Excellent geographic location and
external transport links

Education and skills of resident
population below national average

Affordable Housing and office space

Unfashionable place to live

High quality road system with
relatively low levels of congestion

Poor public transport coverage and
low cycle commuting rates

High start-up rates reflect dynamic
economy

No residential university

Opportunities

Risks

Well placed for significant growth in
KIBS sector

Insufficient education and training
would mean that Milton Keynes
residents are unable to access high
wage high skill jobs

Shift to high skilled occupations will
provide higher levels of labour
productivity and wage growth
Increased connectivity to Oxford and
Cambridge allows for greater
knowledge sharing and innovation

Increasing Dependency Rate and
mean age profile of residents
Cycling and Public transport
infrastructure unable to cope with
increased resident population levels
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Future areas for The analysis within this report highlights some areas for further analysis.
research These are set out below;


A detailed analysis of the firms that are already based within Milton
Keynes, the reasons that they are established there and their likely future
needs (particularly if they wish to expand their operations within Milton
Keynes or elsewhere within the UK), to ensure that local government is
doing all it can to maintain and expand economic activities within the city.



Detailed scenario modelling, to provide a more robust view of the potential
impacts of large scale developments such as the construction of a
residential university, and to more fully consider the costs and benefits of
such large investment decisions on the future of the city.



An analysis of future land-use patterns, and the rate at which land
available for urban expansion will be brought into use, in order to consider
the environmental sustainability of the continued development of the city’s
economy.

Further work in these areas would augment the Commission’s evidence base
both in terms of what has driven the rapid pace of economic development of
Milton Keynes so far and what actions might be required in the future in order
to continue this into the future.
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Technical Appendix
A.1

LEFM

The baseline employment and output projections presented in this report are
developed using CE’s Local Economy Forecasting Model (LEFM) tailored to the
Milton Keynes economy. The projections for Milton Keynes are consistent with
CE’s published forecasts for the South East and the UK4.
The baseline projections are based on the assumption that historical
relationships between growth in the local area relative to the South East or UK
(depending on which area that industry has the strongest relationship with), on
an industry-by-industry basis, continue into the future. Thus, if growth in an
industry in the local area outperformed the same industry in the region (or UK)
as a whole in the past, then it will be assumed to do so in the forecast period.
Similarly, if it underperformed the South East (or UK) in the past then it will be
assumed to underperform the region (or UK) in the future.
The results for Milton Keynes are projections rather than forecasts. They
represent the results of model-based analysis, but have not been refined in the
light of qualitative information, legislative changes or other 'soft' information.
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Employment The measure of employment in LEFM and throughout this report is jobs, some
of which are part time; the metric is not full time equivalent jobs. This means
that the actual number of people employed in each area can be less than this
figure, if, for example, someone has more than one part-time job. The measure
includes self-employment, whether on a full-time or part-time basis.
Jobs data are consistent with local area estimates from official surveys (e.g.
The Business Register and Employment Survey (BRES)) but are made
consistent with more recently-published estimates of jobs at a regional level
published by ONS.

GVA The measure of economic output presented in this report is Gross Value
Added (GVA). The GVA data are consistent with sectoral data at NUTS 2 level
from the ONS’ Regional Accounts.

A.2

Chelmer

Understanding the likely long-term change in the characteristics of the
population is vital for the effective planning of infrastructure and services by both
the public and private sectors. It is, however, a complex task, with the trends
influenced by many factors that may be demographic (e.g. natural aging of the
current population), social (e.g. trends in fertility rates, tendency for multigeneration households) and economic (e.g. relative strength of the local
economy can attract people to an area, the level and type of housing provision
can influence migration to an area).

4

The estimates and projections presented in this report are consistent with CE’s forecasts for the South

East and UK as published in November 2015, the most recent CE forecast at the time of commission.
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Effective planning for the future means understanding the contribution the
different factors could make.
The Chelmer Population and Housing Model (Chelmer Model) is a wellestablished demographic model which can be used to help develop this
understanding. Chelmer provides detailed demographic and housing
projections for areas of interest and can do so following a conventional
demographic-led approach which allows for the natural aging of the population
and the impact of migration, or under a 'housing-led' approach, which identifies
the demographic implications of a given level of future housing provision.
Importantly, it provides
 independent projections that do not rely on other commercial forecasts
 the ability to run alternative 'what if' scenarios
 a systemic, rigorous and transparent method so that results are easily
traced back to assumptions
 considerable disaggregation (e.g. age band, household types etc.)

Background to The Chelmer model was originally developed and applied over a long period of
Chelmer time by the Population and Housing Research Group at Anglia Ruskin
University, under the direction of Professor Dave King. It has developed a wellfounded reputation among local authorities, planning bodies, property
developers and others for providing robust and well-founded analysis for many
planning enquiries.
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Cambridge Econometrics took over the ongoing development and maintenance
of Chelmer when the Population and Housing Research Group disbanded in
2008. This version of the model, development of which was brought about by
changes in data availability and issues of software compatibility, is a
comprehensive departure from the ‘look and feel’ of previous versions of the
model, while maintaining the model’s logic and scenario capability.

An Overview of the Model
Chelmer models the interaction between population and housing in an area over
time. It considers the pattern of change over a series of five-year periods to
provide results for specified years; 2011 (the base year of the model), 2016,
2021, 2026, 2031, 2036 and 2041. In projecting change, some factors are
assumed, (taken as given), and others are determined by the model. The logic
underpinning the model (the model equations) determines the link between the
assumptions and the results.

Chelmer can
operate to
alternative logic
chains

Chelmer can work using a series of different modes (logic chains), which differ
in which factors are taken as 'given' and which factors are calculated to
achieve consistency. The alternative two logic flows can be broadly described
as:
 ‘Unconstrained’
 where the primary drivers of change are assumed demographic trends,
and the implications of these, such as demand for housing, are
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assumed to be accommodated - i.e. there is no impact from the
planning system on demographic trends (see Figure 1.1).
 ‘Constrained’
 For example, when the future level of housing provision is ‘given’ and the
future structure of the population is modelled to be consistent (given
assumptions for rates of natural change). In these cases migration
responds to the constraint to ensure balance. In Chelmer, a constrained
scenario can be developed in relation to dwellings, population, labour
Figure 1.1 How the Chelmer Model Works in the Unconstrained Mode
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force or the number of households (see Figure 1.2).

The Model Logic in More Detail
'Unconstrained Figure 1.1 shows the model's logic when population dynamics are assumed to
dynamics' be unconstrained.
Population The age and gender profile of a population in a given year in the future is
determined by
 the current profile of the population
 the natural aging of the current population, taking account of births and
deaths
 the number and profile of people migrating from the area
 the number and profile of people migrating to the area

Households For a given future population profile, the number (and type) of households will
be determined by the likelihood of people in particular age groups to form
households. Such rates will vary by age, gender and location, and will
themselves be influenced by underlying social trends, such as marital status,
the ability to afford to move from the parental home etc.
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Demand for The number of households generates a demand for dwellings. The number of
dwellings additional dwellings required for a given number of households will depend on
 the number of households who share dwellings
 the average number of households in a shared dwelling
 the number of empty properties in the area
Other variables The future labour force available in an area is influenced directly by the future
population profile through age and gender-specific participation rates. Although
outside the scope of Chelmer, the available labour force will influence the level
of employment an area can sustain (however, the link between the labour force
and employment in a local area is a complex one, given commuting).

Dwelling- The starkest contrast to the unconstrained projections described above is when
constrained the future number of houses in a locality is known and thereby acts as a
projections constraint on the size of the future population. Figure 1.2 shows the model logic
when the future number of dwellings is assumed. Broadly, it is the reverse logic
to that used for an 'unconstrained' projection.
Future The total number of households is set by the assumed number of dwellings
households given assumptions of empty properties, the number of shared dwellings and the
average number of households in each shared dwelling.
The profile of households (in terms of type) will be determined from the
projected population given the assumptions made for representative household
rates by age and gender. In projecting the population profile, adjustments are
made (see below for more details) such that the total number of households
calculated from the population and representative household rates is the same
as the total number of households consistent with the dwellings assumptions.
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Population Given the current profile of the population and assumptions for fertility and
mortality rates, levels of migration (by age and gender) to/from the area are
calculated to produce an estimate of the population that, when the assumed
representative household rates are applied, results in the same number of
households as arising directly from the dwellings assumption.
Other variables Again, estimates of the labour force are calculated by applying age/genderspecific activity rates to the estimated population.

Other constraint Chelmer provides the ability to 'constrain' the model results at other stages of
options the logic chain, in particular in setting the future profile of population or the future
number of households. In these instances, those parts of the model
'downstream' from the intervention operate as in the 'unconstrained' model (e.g.
households are calculated from an assumed population profile as described),
whereas those components of the model 'upstream' of the intervention follow
the logic of the 'constrained' projections (e.g. migration levels are calculated to
achieve the assumed population profile given the assumptions for fertility and
mortality rates).
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Figure 1.2: How Chelmer Works in the ‘Constrained’ Mode
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