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1 Introduction 

1.1 Background 

In October 2013, TAYplan Strategic Development Planning Authority, commissioned Oxford Economics to 

provide an economic outlook of the TAYplan economy, with employment forecasts and commentary on 

TAYplan’s Housing Need and Demand Assessment scenarios. 

1.2 Structure of this report 

The report will be structured as follows: 

 Section 2 briefly examines the current economic profile of the local economy with particular focus on 

population, employment, sectoral structure and productivity; 

 Section 3 summarises the global, macro and regional trends underpinning the TAYplan forecasts; 

 Section 4 outlines the economic outlook and forecasts. This section discusses the employment 

forecasts for the local areas within the TAYplan economy, the TAYplan economy as a whole, and 

Scotland as a comparator area; 

 Section 5 provides a general outlook for incomes and house prices; 

 Section 6 examines the likelihood of the HNDA scenarios; 

 Section 7 provides a summary of the findings; 

 Annex A provides some technical information on the model used and data sources: and 

 Annex B provides information about Oxford Economics. 

1.3 Contact details  

If you would like to discuss this report, or Oxford Economics’ wider range of services, please contact: 

 

Kerry Houston  

Head of Regional Model Development  

T: 028 9263 5400  

E: khouston@oxfordeconomics.com  

 

mailto:khouston@oxfordeconomics.com
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2 Economic profile of the TAYplan economy 

In this section we will focus on the local authority contributions to economic growth in the TAYplan area.  

2.1 Population 

In 2012 the population of the TAYplan area was estimated to be 490,000, 6% higher than a decade ago. 

Looking at the local authorities within the TAYplan area, Perth & Kinross and Dundee City are the largest, 

both accounting for just over 30% of total population. Angus accounts for 24% and North Fife 16% of the 

area.  

 

Table 2.1: Population – TAYplan local authorities, 2000-2012 

Level % of TAYplan % 16-64

% change 2002-

2012

Angus 116 24 62 7.0

Dundee City 148 30 67 2.3

North Fife 78 16 65 4.2

Perth & Kinross 148 30 62 9.5

TAYplan 490 100 64 5.8  

Source: Oxford Economics 

 

In total, population in the TAYplan area increased by nearly 28,000 people over the past decade. All local 

areas have experienced population growth over the past decade. The pace of growth was strongest in Perth 

& Kinross, where population grew on average by 0.9% per year, and generally weakest in Dundee City. The 

proportion of the population who are of working age is highest in Dundee City, and lowest in both Angus and 

Perth & Kinross. 
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Figure 2.1: Population, TAYplan area, 2000-2012 

Source: Oxford Economics, ONS 

2.2 Employment  

TAYplan experienced considerable employment growth from 2000-2008. Total employment increased by 

12,200 over this time period, equivalent to an annual average increase of around 0.7% per year. However, 

such growth fell short of the Scottish average of 1.2% per annum.  

 

 

Figure 2.2: Total employment, TAYplan area, 2000-2012 

Source: Oxford Economics 
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Employment within the area fell sharply since the onset of the financial crisis, which led to 8,600 jobs losses 

in the area between 2008 and 2012. The majority of net job losses were in the construction, retail and 

financial services Despite the majority of sectors contracting over this period, professional services and 

health and social work continued to create job opportunities. The professional services sector recorded an 

impressive increase of over 1,200 jobs – an increase of over 12%. 

Table 2.2: Sectoral employment change, TAYplan area  

000s % 000s %

Agriculture, forestry and fishing 5.0 63.2 1.4 11.3

Mining and quarrying -0.3 -37.3 -0.2 -37.2

Manufacturing -7.7 -30.0 -1.5 -8.1

Electricity, gas, steam and air conditioning supply 0.3 13.1 -1.1 -48.6

Water supply; sewerage, waste management and remediation activities 0.2 13.6 -0.3 -16.3

Construction 3.2 23.4 -4.2 -24.9

Wholesale and retail trade; repair of motor vehicles and motorcycles -0.2 -0.4 -2.7 -7.3

Transportation and storage 0.9 13.8 -0.1 -1.2

Accommodation and food service activities 0.6 3.0 0.0 0.2

Information and communication 1.9 55.7 -0.8 -14.7

Financial and insurance activities -0.2 -3.2 -1.5 -26.3

Real estate activities 0.9 47.3 0.1 4.0

Professional, scientific and technical activities 2.4 32.4 1.2 12.5

Administrative and support service activities 3.2 43.8 0.3 3.3

Public administration and defence; compulsory social security -0.9 -7.1 -0.3 -2.8

Education 0.7 3.6 -0.5 -2.5

Human health and social work activities 4.0 13.7 1.2 3.7

Arts, entertainment and recreation 0.8 11.9 0.9 11.7

Other service activities -1.2 -16.2 -0.5 -8.8

Total 13.1 6.0 -8.6 -3.8

2000-08 2008-12

 

Source: Oxford Economics 

 

The latest employment data for the TAYplan area shows that the largest share of total employment is in the 

health and social work sector (15.8%). This is followed by wholesale and retail trade (15.5%) and 

accommodation and food services (8.9%). Despite rapid decline in the past 13 years, the manufacturing 

sector still holds a significant proportion of overall employment, accounting for 7.5% of total in the TAYplan 

area – the same size as Scotland’s. 
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Table 2.3: Sectoral employment structure, TAYplan area and Scotland, 2012 

Source: Oxford Economics, ONS 

Note: 3 largest/smallest sectors are highlighted 

 

Given the area’s rural location and popular tourist destination, TAYplan has a much higher concentration of 

employment in the agriculture sector which is over 3.9 percentage points higher than the Scottish average 

(figure 2.3 below). Accommodation and food services are also a major sector for TAYplan with a 2% share of 

total employment higher than Scotland. As expected, education is also a major sector given the universities 

within the area.  

 

Figure 2.3: Relative concentration of employment by industry sector, TAYplan and Scotland, 2012 

Source: Oxford Economics, ONS 
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Electricity, gas, steam and air conditioning supply 0.5 0.5

Water supply; sewerage, waste management and remediation activities 0.6 0.7

Construction 5.8 6.1

Wholesale and retail trade; repair of motor vehicles and motorcycles 15.5 14.0

Transportation and storage 3.3 4.5

Accommodation and food service activities 8.9 6.9

Information and communication 2.0 2.8

Financial and insurance activities 1.9 3.6

Real estate activities 1.4 1.3
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Public administration and defence; compulsory social security 5.4 5.8

Education 8.8 7.1

Human health and social work activities 15.8 15.1

Arts, entertainment and recreation 3.8 2.9

Other service activities 2.5 2.3
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In the years prior to the recession, employment grew by less in the TAYplan area (6% growth) than in 

Scotland (11%). However, the recession seems to have had less impact too; during the years 2008-2012 

employment contracted by less (3.8% compared to 4.1% for Scotland as a whole). Perth & Kinross has 

performed better in this respect than any of its comparator areas. Relative to other local authorities in the 

TAYplan area, its job growth was higher between 2000 and 2008 and there were relatively few  net job 

losses between 2008 and 2012. 

 

Table 2.4: Change in total employment, TAYplan areas, 2000-2012 

Source: Oxford Economics 

 

The resident employment rate (residents in work divided by population aged 16-64) within the TAYplan area 

is 73%, slightly above the overall Scottish rate (72%). The resident employment rate in Perth & Kinross 

(85%) is significantly higher than in other local authorities within the TAYplan area. North Fife’s employment 

rate is similar to the Scottish average (72%). Angus (66%) and Dundee City (67%) currently have the lowest 

resident employment rates. In Dundee City this may be explained partly by the large number of students in 

the area. The economic activity rate in the area is 77.4%,  and of those who are economically inactive, 20% 

cite being a student as the reason. 

The resident employment rate has risen steadily in Scotland during the last decade. Since 2002, the rate in 

the TAYplan area has been very similar to Scotland – not varying by more than 0.4 percentage points in any 

year since 2002 (see Figure 2.4). There are different factors to consider in each local authority, in Perthshire 

and Kinross for example the unemployment level is very low and the resident employment rate high. With the 

tight position of the labour market any future job creation could have significant infrastructure implications, 

with migrants or commuters potentially required to fill these jobs. There would also be implications for house 

prices as demand rises.  

000s % 000s %

Perth & Kinross 7.2 10.6 -0.7 -0.9

Angus 0.8 1.8 -1.7 -3.9

North Fife 0.1 0.3 -2.2 -8.3

Dundee City 5.0 6.4 -3.9 -4.8

TAYplan 13.1 6.0 -8.6 -3.8

Scotland 274.1 11.0 -113.6 -4.1

2000-08 2008-12
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Figure 2.4: Resident employment rate, TAYplan and Scotland, 2000-2012 

Source: Oxford Economics 

2.3 GVA 

Gross Value Added (GVA) is a measure of the economic value of the goods and services produced in an 

area. In 2012, the TAYplan area’s GVA was £7.8bn, accounting for 7.2% of Scotland’s total GVA. During the 

period 2008-2012, TAYplan saw a greater average annual fall in GVA than Scotland as a whole – which is 

likely due to Scotland having a higher concentration of employment in high value-added sectors such as 

financial & insurance and information & communications. The figure below sets out GVA growth by TAYplan 

local authority area. 
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Figure 2.5: Average annual GVA growth, 2008-2012 
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Source: Oxford Economics 

2.4 Productivity 

Productivity is a measure of GVA per employee job. Using this indicator, the TAYplan area has been 

underperformed compared to Scotland since 2000. This is driven partly by lower levels of activity in higher 

value added sectors such as the advanced manufacturing, professional and scientific, administrative and 

support, and financial service in other areas of Scotland. 

 

Table 2.6: Productivity, TAYplan area and Scotland, 2000-2012 

Source: Oxford Economics 
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Productivity has grown steadily (an average of 0.4% growth per annum) since 2000 (see figure above). 

Overall, GVA per job is now 4.4% higher in the TAYplan area than it was at the turn of the century.  

Productivity in both Scotland and the TAYplan area fell between 2008 and 2009. This was due to the fact 

that GVA contracted by 5.2% and 6.6% respectively, whereas employment fell by just 0.5% and 1% 

respectively – hence leading to a sharp contraction in productivity between 2008 and 2009. This can be 

partially explained by businesses ‘hoarding’ labour in difficult economic times, in the hope of improved 

conditions in the future. 
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3 Emerging global trends 

3.1 Global economy patchy 

Overall, 2013 has been a disappointing year for global growth, with world output set to expand by a modest 

2.1%. But growth has not disappointed everywhere – the US has seen sub-trend growth and key emerging 

have experienced a marked slowdown, but there have been strong rebounds in Japan and the UK.  Our 

latest forecasts suggest this pattern of divergent growth trends will continue into 2014, among both the 

advanced and emerging economies.  

Both the US and the Eurozone look set to end 2013 on a weak note with low growth in Q4.  For the US this 

simply relates to a pause after strong Q3, but for the Eurozone more enduring problems exist. 

We expect US growth to accelerate to a 3% annual pace by the second half of 2014, but the Eurozone is in 

danger of renewed recession; our forecast is for just 0.9% growth over 2014. The risk of a slide into deflation 

in the Eurozone may be a key theme next year. 

 

Figure 3.1: Key emerging economies underperformed in 2013 

 

Among the key emerging economies our forecasts suggest growth in China will continue at around a 7% 

pace next year, moderate by the standards of recent years. More serious underperformance is likely in 

Russia, India and Brazil – which appear to be facing structural impediments to sustained rapid growth. 

Another area of divergence in 2013 has been policy settings. This too is likely to continue into 2014. Some 

emerging economies will continue with tight or even tighter monetary stances due to inflationary pressures 

and currency weakness, holding back growth. 
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This may be exacerbated by the Federal Reserve reducing its asset purchases (which we expect from early 

2014) the fallout from which remains uncertain. Meanwhile, in the Eurozone policy is likely to be loosened 

further – but probably not enough to underpin faster growth – while aggressive monetary expansion will 

continue in Japan. One consequence of this is likely to be downward pressure on the euro and the yen 

during 2014. 

3.2 UK growth spurt 

After several false starts, 2013 has finally seen the UK recovery gather momentum, with growth steadily 

accelerating through the year. Though the recovery has been narrowly focused on the consumer and the 

housing market thus far, our forecast shows it slowly broadening out towards business investment and 

exports over the next two years. While the economy makes this transition, quarterly growth is likely to slow a 

little from recent rates, though our forecast of growth of 2.4% in 2014 would still represent the strongest 

outturn for seven years. 

Activity has steadily accelerated through 2013, culminating in quarterly GDP growth of 0.8% in Q3 2013, the 

strongest outturn for thirteen quarters. Early data for Q4 have been more mixed. On the one hand the 

Purchasing Managers Index surveys have remained very strong at close to record levels and recent results 

imply GDP growth in excess of 1% in Q4. However, the Purchasing Managers Index surveys appear to have 

decoupled from other indicators. Other evidence – most notably that related to the consumer sector – 

suggests that Q4 growth is likely to come in close to the Q3 outturn. Retail sales fell sharply in October and 

are little better than flat on a three-month on three-month basis, while the CBI Distributive Trends Survey has 

also reported a sharp slowdown in sales growth. 

 

Figure 3.2: Improving and more balanced growth in prospect 
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This apparent cooling of the consumer sector emphasises the importance of the recovery broadening out to 

investment and exports and recent survey evidence provides some encouragement that this is beginning to 

happen. This transition is unlikely to be smooth and we expect GDP growth to cool a little in the early part of 

2014. Nevertheless growth next year and beyond will be supported by: 

 Stronger household finances – the acceleration in consumer spending growth through 2013 came 

despite relatively weak growth in real household incomes, with households financing this additional 

spending by sharply reducing their rates of saving. This reflects stronger consumer confidence, 

which has lowered precautionary saving, and a steady decline in deposit rates, which has reduced 

incentives to save. The scope to reduce savings further is limited, but prospects for household 

incomes are brighter in 2014. Falling unemployment and the emergence of skills shortages in some 

sectors should put upward pressure on wage growth. At the same time, we expect inflation to cool to 

below 2%, reflecting weaker pressures from energy and food prices. These factors will increase 

household purchasing power - though this is process will be gradual and in the near-term consumer 

spending growth is likely to slow. 

 Increased housing market activity – both house prices and activity have continued to recover, 

supported by the Help-to-Buy scheme. We expect momentum to continue to build as household 

incomes strengthen and the impact of the mortgage guarantee part of Help-to-Buy is seen. However, 

in a sign of concern that a bubble might develop, the Bank of England has removed the mortgage 

lending incentive from its Funding-for-Lending Scheme. Many lenders had made little use of the 

scheme in recent quarters, so the impact on mortgage availability should be limited, but this does 

send a clear message that the Bank is willing to intervene should it feel the need to. We think that 

further intervention will prove unnecessary because there are signs that the stronger market has 

encouraged a robust pickup in house building. Our forecast shows a firm recovery in residential 

investment, with housing also supporting consumer spending through confidence and wealth effects.  

As a result, UK house prices are forecast to grow by 3.1% in 2013 and 5.3 % in 2014.  On the back 

of improving economic prospects we expect UK house price growth to continue beyond. Indeed, UK 

house price growth is forecast to accelerate in 2015 (6.4%) and 2016 (6.0%). After 2016, UK house 

price growth is forecast to ease slightly to around 5% a year (see the figure below). 
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Figure 3.3:  Revival in the housing market 

 

 Corporate confidence strengthening, supporting investment – a wide range of business surveys 

are now reporting stronger sentiment and investment intentions. With larger firms, in particular, 

reporting strong financial positions with plenty of cash on balance sheets, this should lead to an 

increasingly strong recovery in business investment over the coming years. 

 Improving export outlook – business surveys have reported an improvement in export demand 

since the summer, as the recovery in advanced economies has gained momentum. Our global 

forecasts suggest that this will continue, with annual growth in world trade (weighted by UK export 

shares) forecast to accelerate from 2.1% in 2013 to 4.6% in 2014 and 5.7% in 2015. 

 

3.3 Longer term recovery still service led 

The pace and composition of economic growth described above shape the UK sectoral employment outlook. 

UK employment is forecast to be about 7% higher in 2023 than today, equivalent to an extra 2.3 million jobs.  

Professional, scientific & technical activities (an additional 601,000 jobs by 2023) and administrative & 

support service activities (554,000) are forecast to provide the largest absolute increases in jobs over the 

decade ahead. Most other sectors are expected to see employment rise over this period, including the 

relatively small but rapidly growing information & communications sector, and also a recovery for the long 

suffering construction industry. 
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Table 3.1: Sectoral employment growth in the UK, selected years 

Source: Workforce Jobs, Oxford Economics 

 

The most significant reduction in absolute terms is forecast for the manufacturing sector, where more than 

250,000 jobs are expected to be lost across the UK by 2023. At the aggregate level this reflects productivity 

advancements across the sector which means rising activity can be accommodated by fewer workers.  

Parts of the public sector, most notably public administration and education are expected to employ fewer 

workers due to government spending restraint. The majority of cuts in these sectors will occur early in the 

forecast period, with a modest recovery, albeit to below current levels, over the longer term. 

1998-2008

(000s)

2008-2013

(000s)

2013-2023

(000s)

2023-2036

(000s)

Agriculture, forestry and fishing -68 -24 -31 -32

Mining and quarrying -12 8 -14 -20

Manufacturing -1449 -218 -259 -461

Electricity, gas,  & steam -17 27 -13 -14

Water supply; sewerage, waste management 7 32 -13 -14

Construction 429 -277 325 248

Wholesale and retail trade 176 -100 272 44

Transportation and storage 195 67 169 -11

Accommodation and food service activities 267 79 221 31

Information and communication 247 105 238 133

Financial and insurance activities 91 -58 14 8

Real estate activities 192 58 161 106

Professional, scientific and technical activities 647 325 601 332

Administrative and support service activities 558 150 554 272

Public administration and defence 151 -177 -219 0

Education 573 171 -57 93

Human health and social work activities 796 383 40 275

Arts, entertainment and recreation 226 1 174 115

Other service activities 151 -74 128 54

Total 3157 477 2290 1158
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3.4 Scottish outlook 

The most significant factors in the Scottish outlook remain the national forecasts set out in the section above. 

Scotland remains a country with above average employment rates and measured productivity, but also 

above average claimant unemployment rates and public sector dependence. Looking over time it is clear 

how slowly patterns change in relative terms, further emphasising how the macro outlook is the most 

important determinant of Scottish economic fortunes. 

 

3.4.1 Labour market growth expected to pick up 

 

Figure 3.4: Total employment in Scotland, 1971-2036 
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Source: Oxford Economics 

 

Looking ahead, total employment in Scotland is forecast to rise by 0.4% in 2014, continuing to rise at this 

pace over the remainder of the decade. The pace of growth in the country is expected to slow post 2023, 

averaging 0.2% per year. On this basis, the number of jobs in the region is forecast to be 2,854,000 by 2036, 

185,000 higher than current levels. 
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Table 3.2: Sectoral employment change in Scotland (000’s) 

1998-2008

(000s)

2008-2013

(000s)

2013-2023

(000s)

2023-2036

(000s)

Agriculture, forestry and fishing -4.6 -3.5 -3.9 -4.1

Mining and quarrying -2.3 5.2 -6.0 -9.1

Manufacturing -128.2 -19.5 -21.5 -36.6

Electricity, gas,  & steam -4.0 1.5 -1.7 -1.9

Water supply; sewerage, waste management 0.1 -0.6 -1.8 -2.0

Construction 45.1 -46.7 22.1 21.1

Wholesale and retail trade 20.2 -21.9 5.5 -5.0

Transportation and storage 10.6 -3.5 11.4 -0.9

Accommodation and food service activities 7.3 -13.3 17.6 5.3

Information and communication 16.1 0.9 12.0 5.8

Financial and insurance activities 20.3 -12.8 0.7 0.0

Real estate activities 14.6 2.2 9.3 7.0

Professional, scientific and technical activities 48.1 29.3 40.5 29.3

Administrative and support service activities 48.7 23.2 38.3 24.8

Public administration and defence 9.1 -13.9 -23.3 0.2

Education 38.2 -17.8 -6.8 5.5

Human health and social work activities 112.6 -6.9 -2.9 23.8

Arts, entertainment and recreation 20.7 -1.3 11.2 7.2

Other service activities 10.4 -8.4 8.6 5.2

Total 283.0 -107.8 109.2 75.9  

Source: BRES, Oxford Economics 

  

Employment growth within Scotland is expected to be concentrated in a small number of sectors over the 

forecast period (see table above). The largest gains in absolute terms over the decade ahead are expected 

in professional, scientific & technical activities (40,000 additional jobs) followed closely by administrative & 

support activities (38,000 additional jobs).  Other noteworthy increases are forecast in construction and 

accommodation and food service activities. The public admin sector is likely to post the most significant jobs 

losses in the short run as the austerity programme grinds on. Our central forecast suggests almost 23,000 

fewer jobs in the sector in Scotland by 2023. 

Manufacturing employment is also expected to continue to decline, though the rate of decline will be much 

slower than that of the recent past. This is consistent with job losses from the sector at the UK level, and 

means the sector will account for less than 5% of jobs at the end of the forecast horizon. 

Employment growth within Scotland is expected to lag behind the UK based upon the sectoral outlook (table 

3.3 below). Professional and administrative services are predicted to be the key driver for growth over the 

next decade. These sectors are more established in the southern regions, with growth in London expected to 

lead the way. Job losses nationwide are highest in public services and manufacturing. Contraction in these 

sectors will slow employment growth in the northern and devolved regions where these sectors are largest. 

Hence uneven employment growth is expected across the UK. 
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Table 3.3: Sectoral employment change in Scotland & UK (%) 

2013-2023

(% pa)

2023-2036

(% pa)

2013-2023

(% pa)

2023-2036

(% pa)

Agriculture, forestry and fishing -0.7 -0.6 -0.9 -0.8

Mining and quarrying -1.9 -2.9 -2.1 -3.1

Manufacturing -1.1 -1.8 -1.0 -1.7

Electricity, gas,  & steam -1.3 -1.3 -1.2 -1.2

Water supply; sewerage, waste management -1.0 -1.0 -0.7 -0.6

Construction 1.3 0.8 1.5 0.8

Wholesale and retail trade 0.1 -0.1 0.5 0.1

Transportation and storage 0.9 -0.1 1.0 0.0

Accommodation and food service activities 0.9 0.2 1.0 0.1

Information and communication 1.5 0.5 1.7 0.6

Financial and insurance activities 0.1 0.0 0.1 0.1

Real estate activities 2.2 1.1 2.7 1.1

Professional, scientific and technical activities 1.8 0.9 2.1 0.8

Administrative and support service activities 1.6 0.7 1.9 0.6

Public administration and defence -1.7 0.0 -1.5 0.0

Education -0.4 0.2 -0.2 0.3

Human health and social work activities -0.1 0.4 0.1 0.5

Arts, entertainment and recreation 1.4 0.6 1.8 0.8

Other service activities 1.3 0.6 1.4 0.4

Total 0.4 0.2 0.7 0.3

UKScotland

 

Source: BRES, Oxford Economics 

 

 

3.4.2 And what does this mean for population? 

On the back of continued net-in-migration, Scotland’s population is forecast to continue to grow.  This is part 

and parcel of continued strong net migration flows to the UK as a whole, with the Oxford Economics forecast 

for net migration showing an annual net inflow to the UK of 140,000 per annum over the medium term, lower 

than the official projection of 165,000 per annum.  This flow, along with relatively low house prices in 

Scotland – which attracts in-migrants and deters out-migration – and high overall employment rates will keep 

flows of population into Scotland positive.   
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Figure 3.5: Net migration, Scotland – Oxford vs. Official 

 

Source: National Records of Scotland, Oxford Economics 

 

Consequently, Scotland’s population is projected to grow to 5.4 million by 2020, to 5.6 million by 2030 and to 

5.7 million by 2038.  This is equivalent to a growth rate of 0.3% over the period to 2038. 

 

3.4.3 And incomes and housing 

The extended period of falling average real wages, with price inflation outstripping earnings growth is 

forecast to end in the course of 2014, with a more typical relationship of earnings growing faster than prices 

re-establishing itself from 2015.  This will begin to boost household spending power and will underpin rising 

house prices even in the face of increasing interest rates.   

Scottish house price inflation is however likely to be below that of the UK as a whole, increasing the relative 

affordability of housing in Scotland.  Average house prices are forecast to rise by 4.3% in 2014, 5.4% in 2015 

and to trend higher at an annual average rate of 4.0 % over the medium term 
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4 TAYplan economic outlook 

This section will provide employment forecasts for the local areas within the TAYplan economy, the TAYplan 

economy as a whole and Scotland as a comparator area. 

4.1 Population 

The Oxford Economics forecast sees continuing population growth in the TAYplan region, with population 

rising from 490,000 to 500,000 by 2021 and 520,000 by the end of the forecast period. This represents an 

annual average rate of growth of 0.5%, below the Scottish average of 0.6% per annum.  

By local authority, Perth & Kinross will experience the highest population growth in absolute terms: 17,300 

people, whereas North Fife will experience the lowest: an additional 4,300 people by 2036. Migration is 

expected to be the key driver of population growth given the attractiveness of parts of the region.  

Population aged 16-64 in TAYplan is forecast to fall on average by 0.3% per year between 2013 and 2036 

as lower net-in migration proves insufficient to compensate for the general ageing of the population. 

 

Figure 4.1: Population in TAYplan area, 2000-2036 

Source: Oxford Economics 

 

4.2 Employment 

Employment within TAYplan is expected to remain flat in 2014 before growth returns in 2015. Thereafter total 

employment is expected to grow at 0.1% per annum over the forecast. This will equate to the addition of 

5,700 jobs in the area by 2036. The pace of employment growth is expected to fall short of that achieved 

across the Scotland as a whole (0.3% per annum). As the rate of economic growth rises over the next few 
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years we expect employment will continue to grow. Initially employment is forecast to grow by 0.2% between 

2013 and 2023 before slowing to 0.1% in the latter half of the decade as economic growth stabilises. 

Employment within TAYplan is more heavily concentrated in sectors that are expected to show muted or no 

employment growth in the future (such as agriculture), and the area has less exposure to job creating private 

service sectors. Thus, employment is expected to remain below its 2008 peak of 230,000 throughout the 

forecast period. 

 

Figure 4.2: Total employment, TAYplan, 2013-2036 

Source: Oxford Economics 

 

Figure 4.3: Total employment, (2000=100) 

Source: Oxford Economics 
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As it the case for Scotland as a whole, the growth in total employment depends on business-orientated 

services. Within TAYplan professional, scientific & technical services, accommodation & food services, and 

administrative & support service sectors are projected to add almost 4,500 jobs collectively by 2023. 

The most significant reduction in absolute terms is forecast in the public administration sector, where 1,900 

job losses are expected by 2023. The majority of these cuts will occur early in the forecast period before 

employment within the sector stabilises from 2019 onwards. The profile of employment at the national level, 

particularly in the short term, reflects the Government’s spending plans. In our current forecast, health and 

education are hit much less hard than public administration as they are protected to varying degrees. The 

longer term forecast takes into account demographic influences, so an ageing population for example is 

recognised in the health figures. National level policies feed through to the local area numbers (so for 

example, public administration employment is under pressure across the UK, with the impact that this has on 

local areas dependent on the contribution the sector makes to the local economy), as do our projections for 

population as these influence the demand for public services such as education and health. 

Manufacturing is also forecast to continue its long run decline, with a further 1,700 job losses forecast by 

2023. This forecast incorporates various themes, including the long term structural decline in employment in 

the industry, and that it is a high productivity sector so a recovery in activity is less dependent on, or 

supports, additional jobs. Notwithstanding these trends, our forecasts for job losses in the sector are 

significantly less than we have seen over the past 10-20 years, and this partly reflects restructuring in the 

industry, but is also consistent with efforts by governments and others to support the industry.  

 

Table 4.1: Sectoral employment changes 2000-2036 

000s % 000s % 000s % 000s %

Agriculture, forestry and fishing 5.0 63.2 -0.8 -6.0 -0.8 -6.9 -0.9 -7.9

Mining and quarrying -0.3 -37.3 -0.2 -36.0 -0.1 -23.3 -0.1 -38.1

Manufacturing -7.7 -30.0 -1.7 -9.6 -1.7 -10.5 -3.0 -20.3

Electricity, gas, steam and air conditioning supply 0.3 13.1 -1.2 -50.6 -0.2 -13.0 -0.2 -16.0

Water supply; sewerage, waste management and remediation activities 0.2 13.6 -0.3 -16.7 -0.1 -6.6 -0.1 -7.7

Construction 3.2 23.4 -4.3 -25.1 1.2 9.8 1.3 9.5

Wholesale and retail trade; repair of motor vehicles and motorcycles -0.2 -0.4 -2.4 -6.5 0.2 0.5 -0.9 -2.5

Transportation and storage 0.9 13.8 -0.1 -1.7 0.8 10.3 0.0 -0.2

Accommodation and food service activities 0.6 3.0 -0.5 -2.4 1.9 10.0 0.6 3.0

Information and communication 1.9 55.7 -0.8 -14.8 0.7 14.8 0.3 4.9

Financial and insurance activities -0.2 -3.2 -1.5 -27.4 0.0 -1.0 -0.1 -2.2

Real estate activities 0.9 47.3 0.3 9.0 0.6 18.9 0.4 11.2

Professional, scientific and technical activities 2.4 32.4 0.9 9.5 1.6 14.4 1.2 10.1

Administrative and support service activities 3.2 43.8 1.2 11.1 1.5 12.6 1.0 7.2

Public administration and defence; compulsory social security -0.9 -7.1 -0.5 -4.0 -1.9 -15.8 -0.1 -0.5

Education 0.7 3.6 -0.2 -1.2 -0.7 -3.8 0.6 3.0

Human health and social work activities 4.0 13.7 1.1 3.3 -0.9 -2.5 1.3 3.8

Arts, entertainment and recreation 0.8 11.9 0.7 9.7 1.2 14.2 0.7 7.6

Other service activities -1.2 -16.2 -0.7 -12.0 0.6 11.9 0.3 4.7

Total 13.1 6.0 -11.0 -4.8 3.5 1.6 2.2 1.0

2008-13 2013-232000-08 2023-36

 

Source: Oxford Economics 

4.3 Key growth sectors 

This section focuses on the outlook for the key growth sectors as defined by the Scottish Government. As 

part of this project, Oxford Economics developed a model to produce employment forecasts of these sectors. 

The forecasts set out below are consistent with the conditions and assumptions set out in the previous 

section of this report.  
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Table 4.2: Key Growth Sectors, TAYplan, 2012 

000s % of total 

Creative Industries 6.9 3%

Energy (including renewables) 2.6 1%

Financial and Business Services 12.6 6%

Food and Drink 16.1 7%

Life Sciences 1.8 1%

Tourism 21.3 10%

Universities 7.4 3%

2012

 

Source: Oxford Economics 

 

Of the 7 key growth sectors, the tourism sector is the biggest within the TAYplan area, accounting for 21,000 

jobs (10% of the area’s employment). This sector is projected to enjoy the fastest rate of employment growth 

over the decade ahead. Estimates suggest an additional 2,300 jobs within TAYplan by 2023 This is partially 

due to the areas coastal location, adjacent to the national park and home to a number of the world’s most 

prestigious golf courses. Furthermore, over the short run, the Commonwealth games and the Ryder Cup will 

help to boost tourism within the area. Overall the rate of employment growth is equal to the Scottish average.  

Locally, over half of these new jobs are expected to be located within Perth & Kinross (1,200 jobs), however 

all parts of TAYplan will experience growth within this sector. 

The financial & business services sector which accounts for 6% of the area’s employment, is forecast to 

expand by 900 jobs over the decade ahead. This is below the Scottish rate given the areas limited base 

within this sector. Almost half of these jobs are expected to be created within Perth & Kinross, though 

Dundee City, Angus and North Fife are also expected to enjoy net jobs gains. 

Despite strong growth over the early 2000’s, growth within the creative industry sector is expected to lag 

behind the Scottish average.  The sector is forecast to create an additional 700 jobs over the decade ahead, 

400 of which are expected to be located within Dundee City.  North Fife and Perth & Kinross will also enjoy 

job gains within this sector. However Angus’ creative industry employment is expected to remain fairly flat 

over the decade ahead.  

Life sciences is the other key growth sector which is reported to expand, with an additional 200 jobs 

expected by 2023. These jobs will be split between Perth & Kinross and Dundee City, with employment in 

each location expected to increase by 100. North Fife and Angus life science sector is much smaller and 

thus is forecast to remain relatively flat. 

The food and drink sector, which is second largest key growth sector within TAYplan, is expected to decline 

in employment terms, with a loss of 800 jobs forecast. This fall in employment terms is likely to reflect 

productivity enhancements, and thus the sector will remain an important contributor to the TAYplan economy 

in terms of economic output. Locally the majority of these losses will be located within Perth & Kinross and 

Angus.  

The other key growth sectors – energy (including renewables) and universities are all projected to see 

employment falls, though these are marginal. It is worth noting that the energy sector is likely to continue to 

play a key role in the area. However, some of these activities e.g. Wind farms do not create a significant 
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amount of jobs. In many cases it only takes one or two employees to be based locally to maintain these 

sites.  

 

Table 4.3: Key Growth Sectors , TAYplan, 2000-2036 

000s % 000s % 000s % 000s %

Creative Industries 1.7 23.2 -1.8 -20.8 0.7 9.6 0.2 2.8

Energy (including renewables) 0.2 7.7 -0.8 -24.8 0.0 -1.3 -0.1 -3.0

Financial and Business Services 2.3 21.8 -0.5 -4.0 0.9 7.3 0.5 3.9

Food and Drink 3.8 34.1 -0.7 -4.7 -0.8 -5.8 -1.2 -8.8

Life Sciences -0.4 -18.8 0.2 15.6 0.2 9.2 0.0 -0.5

Tourism 0.4 1.9 -0.2 -1.0 2.3 11.0 0.9 3.9

Universities 0.2 2.4 0.3 4.3 -0.3 -3.8 0.2 3.1

2023-362000-08 2008-13 2013-23

 

Source: Oxford Economics 

 

Table 4.4: Key Growth Sectors, Scotland, 2000-2036 

000s % 000s % 000s % 000s %

Creative Industries 10.4 11.2 -18.6 -17.9 11.5 13.5 6.0 6.2

Energy (including renewables) 2.4 4.3 9.1 15.6 -4.7 -7.0 -8.5 -13.6

Financial and Business Services 56.8 30.3 18.7 7.7 33.5 12.7 25.7 8.7

Food and Drink -11.4 -10.2 -1.7 -1.7 -6.4 -6.5 -10.8 -11.6

Life Sciences -3.6 -19.3 2.5 16.2 1.9 10.5 0.1 0.5

Tourism 12.9 6.8 -6.0 -3.0 21.6 11.0 9.5 4.4

Universities 8.4 17.2 -7.1 -12.6 -1.4 -2.7 2.8 5.8

2023-362000-08 2008-13 2013-23

 

Source: Oxford Economics 

 

4.4 Unemployment 

The combination of job creation and a falling working age population means unemployment is expected to 

fall across the areas. The current relativities between areas are likely to persist over the forecast period 

however, with Dundee City and North Fife suffering rates of unemployment above the TAYplan and Scottish 

averages. Rural parts of the county, such as the Angus and Perth & Kinross, are expected to maintain their 

current low rates of unemployment, both in absolute terms and relative to TAYplan and Scottish averages. 
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Figure 4.4:  Unemployment (% of working age population) 

Source: Oxford Economics 

 

Local area unemployment rates are shaped by more than demographic factors and local job creation. 

Widespread commuting both within and without the area means job opportunities for TAYplan residents will 

in part be shaped by the economic health of neighbouring economies including the rest of Fife. 

 

4.5 TAYplan area summary 

While the forecasts show TAYplan as a whole enjoying rising employment and rising population in the 

decade to 2023, the rate of growth varies across the local areas. Perth & Kinross is expected to enjoy the 

fastest rates of growth. By 2023 an additional 2,600 jobs are forecast for the area.  This is a reflection of the 

areas above average concentration in business orientated services. Angus on the other hand is projected to 

experience modest only employment gains. This is a result of the area’s reliance upon manufacturing and 

public administration for employment - both of which are forecast to fall over the decade ahead. 
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Table 4.5: Summary of jobs, GVA and population change, 2013-2023 

Employment change 

2013-2023

Population change 

2013-2023

Angus 0.1 1.5

Dundee City 0.5 2.0

North Fife 0.3 1.9

Perth & Kinross 2.6 7.5

TAYplan 3.5 12.9

Scotland 109.2 168.1  

Employment 2013-

2023 (% per annum)

Population 2013-2023 

(% per annum)

GVA 2013-2023 (% per 

annum)

Angus 0.0 0.1 2.3

Dundee City 0.1 0.1 2.2

North Fife 0.1 0.2 2.2

Perth & Kinross 0.3 0.5 2.5

TAYplan 0.2 0.3 2.3

Scotland 0.4 0.3 2.6  

Source: Oxford Economics 

 

In terms of GVA, Perth & Kinross is the only area projected to enjoy a growth rate in excess of the average 

for TAYplan as a whole over the next decade. Dundee City is projected to match the wider area average of 

2.0%, Angus and North Fife are forecast to experience below average growth.  

Over the longer run, the rate of employment growth is expected to slow. There are two main factors 

underpinning this: 

 The second half of the current decade sees a period of faster GDP growth as the economy uses up 

the large amount of spare capacity it has built up. This, in turn, supports faster employment growth. 

But the amount of spare capacity is lower during the 2020s so the capacity to grow strongly is 

reduced 

 Currently the 2020s is the only decade without an increase in the state pension age. The labour 

supply expands pretty strongly in the 2010s with the male retirement age moving from 65 to 66 and 

females from 60 to 66. It then stays at 66 until the mid-2030s when it moves up to 67. As such the 

expansion of the labour supply is slower in the 2020s and supports weaker employment growth 

Consequently employment growth within the area slows to 1% per annum, an additional 2,200 jobs between 

2023 and 2036. However, not all areas share this growth. Employment within Angus is projected to decade 

with a loss of 600 jobs. Perth & Kinross continues to top the ranking with an additional 1,600 jobs forecast 

and associated GVA growth of 2.3% 
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Table 4.6: Summary of jobs, GVA and population change, 2023-2036 

Employment change 

2023-2036

Population change 

2023-2036

Angus -0.6 2.0

Dundee City 0.9 2.6

North Fife 0.3 2.4

Perth & Kinross 1.6 9.7

TAYplan 2.2 16.8

Scotland 75.9 214.9  

Employment 2023-

2036 (% per annum)

Population 2023-2036 

(% per annum)

GVA 2023-2036 (% per 

annum)

Angus -0.1 0.1 2.0

Dundee City 0.1 0.1 2.1

North Fife 0.1 0.2 2.0

Perth & Kinross 0.2 0.5 2.3

TAYplan 0.1 0.3 2.1

Scotland 0.2 0.3 2.3  

Source: Oxford Economics 

 

4.6 How TAYplan’s outlook compares with neighbouring areas? 

The table below sets TAYplan’s outlook in context with the other local authority districts within Scotland. In 

population, employment and GVA terms, Edinburgh is expected to be the Country’s fastest growth local 

area, followed the Lothian’s. The TAYplan local areas rank mid-way in the table – these are summarised 

below: 

In terms of GVA growth over the forecast period (2013-2036): 

 Perth & Kinross ranks 9
th;

  

 Fife ranks 17
th;

 

 Dundee City ranks 19
th 

: and, 

 Angus 22
nd

  

 

In terms of employment growth over the forecast period (2013-2036): 

 Perth & Kinross ranks 13
th
 
;
  

 Fife ranks 17
th;

 

 Dundee City ranks 18
th 

: and, 

 Angus 23
rd

   

 

In terms of employment growth over the forecast period (2013-2036): 
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 Perth & Kinross ranks 9
th
 
;
  

 Fife ranks 16
th;

 

 Dundee City ranks 19
th 

: and, 

 Angus 20
th
    

 

Table 4.7: Summary of jobs, GVA and population change, 2023-2036 

Population Employment GVA

Aberdeen City 0.4 0.1 2.1

Aberdeenshire 0.8 0.5 2.4

Angus 0.3 0.0 2.2

Argyll & Bute -0.2 -0.3 1.7

Clackmannanshire 0.6 0.3 2.3

Dumfries & Galloway 0.0 -0.2 1.9

Dundee City 0.3 0.2 2.2

East Ayrshire 0.2 -0.1 1.9

East Dunbartonshire 0.4 0.4 2.5

East Lothian 0.9 0.5 2.5

East Renfrewshire 0.5 0.5 2.4

Edinburgh, City of 1.0 1.0 3.1

Eilean Siar 0.2 0.0 2.0

Falkirk 0.6 0.3 2.3

Fife 0.4 0.2 2.3

Glasgow City 0.5 0.5 2.8

Highland 0.5 0.3 2.4

Inverclyde -0.2 -0.1 2.2

Midlothian 0.9 0.6 2.6

Moray -0.1 -0.4 1.7

North Ayrshire 0.1 -0.2 1.9

North Lanarkshire 0.3 0.2 2.4

Orkney Islands 0.9 0.5 2.4

Perth & Kinross 0.6 0.3 2.4

Renfrewshire 0.2 0.1 2.2

Scottish Borders 0.3 0.0 2.1

Shetland Islands 0.7 0.4 2.4

South Ayrshire 0.1 -0.1 2.0

South Lanarkshire 0.3 0.1 2.2

Stirling 0.7 0.6 2.7

West Dunbartonshire 0.1 -0.1 1.9

West Lothian 0.7 0.6 2.8

Scotland 0.5 0.4 2.5

TAYplan 0.3 0.1 2.2  

Source: Oxford Economics 
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4.7 SWOT - TAYplan 

Strengths Weaknesses 

 Employment in Tourism is predicted to grow by 

11% in the decade ahead. The sector will grow 

substantially in the short-term on the back of 

hosting the Common Wealth Games and Ryder 

Cup. 

 TAYplan’s scenic attractiveness will encourage 

net in-migration to remain strong into the 

forecast period. 

 

 Less developed professional services sector 

compared to the Scottish average. Professional 

services are predicted to be a key GVA growth 

driver in the future. 

 Tourism is one of TAYplan’s key growth areas 

for the future. Growth in this sector can be 

volatile and hard to forecast – often dependent 

on the weather. 

Opportunities Threats 

 House prices are forecast to grow over the 

coming decade; this will boost consumer 

confidence and expenditure in the area. 

 Unemployment is expected to fall over the 

forecast period through the combination of job 

creation and a falling working age population. 

 Employment within TAYplan is most heavily 

concentrated within sectors that have stagnant 

employment growth forecasts in the years 

ahead (Agriculture, Education & Energy). 

Employment is not expected to achieve it’s 

2008 peak. 

 The upcoming referendum on Scottish 

Independence will create uncertainty. 

 

 

 

 



TAYplan Economic Outlook 
January 2014 

 

29 

 

5 Outlook for the housing market in TAYPlan 

This section provides a brief narrative on the outlook for the TAYPlan housing market, considering Oxford 

Economics' baseline. The narrative focusses on the key drivers of house prices – changes in disposable 

income and dwelling stock – and their growth patterns in TAYPlan vis-à-vis Scotland. The narrative then 

focusses on the impact on house prices and affordability.  

5.1 Disposable income 

Personal disposable income is the amount of money that households have left for spending and saving after 

income taxes have been accounted for. In 2013, the average level of disposable income per head in the 

TAYplan area was £14,000
1
, which was a 5.4% lower than its 2009 peak, but overall, 15.5% higher than in 

2000. This coincided with by higher house prices (see figure 5.2) – which more than doubled (+118%) 

between 2000 and 2013 in nominal terms. This was however lower than the average disposable income in 

Scotland (£15,100). By district, the lowest disposable income per head in 2013 was in Dundee City 

(£13,400); the highest was in Perthshire and Kinross (£14,200). 

 

Figure 5.1: Disposable income per head (£000), TAYplan and Scotland, 2000-2036 

Source: Oxford Economics 

 

                                                      

1
 Based on 2010 prices. Disposable income includes savings and pensions and is measured across the entire 

population. As such, it is typically lower than wage levels.  
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5.2 House prices 

House prices within Scotland increased consistently up until 2009, before a fall of 3.4% was recorded – the 

result of the financial crisis. Growth returned in 2010 and 2011 before a slight contraction in both 2012 and 

2013. TAYplan’s housing market followed a similar pattern.  

Looking forward, Oxford Economics forecast that average house prices will rise by 4.1% in 2014, 5.4% in 

2015 and to trend at an annual average rate of 3.9% over the medium term. The forecasts suggest that 

house prices will increase by £217,000 (140%) to £373,000 by 2036. Whilst Scotland will follow a similar 

growth trend, its prices are forecast to increase by 154% - from its current level of £156,000 to £398,000. 

Over the longer run, house price growth within TAYplan is expected to slow slightly relative to Scotland.  

 

Figure 5.2: House prices, TAYplan and Scotland, 2000-2036 

Source: Oxford Economics 

 

Within TAYplan, Dundee City is forecast to experience the fastest rate of increase with growth expected to 

average 4.3% per annum. This is underpinned by the relatively fast increases in residence based earnings 

and also a falling unemployment rate. House price growth within Angus is expected to average 3.9% per 

annum and North Fife 3.8% per annum. Perth & Kinross are estimated to experience the slowest rate of 

increase, with house prices expected to increase by 3.7% per annum, which is under pinned by a slightly 

slower rate of earnings growth.  
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As disposable income rises in the next decade (figure 5.1), this will begin to boost household spending 

power and will underpin rising house prices even in the face of rising interest rates (which, following recent 

Bank of England announcements, have the potential to rise quicker than previously anticipated).  

 

5.3 Affordability 

The ratio of house prices to earnings is a common measure of affordability. Across the TAYplan area, the 

ratio has risen steadily since 2000 until 2007. The onset of the financial crisis resulted in a slight fall in this 

ratio. At present within TAYplan house prices are 6.8 times average earnings. This compares to 6.3 times 

earnings within Scotland.  

Looking forward within TAYplan, we expect this ratio to rise within the short run before falling steadily over 

the medium to longer run. This is the result of slower earnings growth compared to Scotland based upon the 

sectoral forecasts for the area. 

 

Figure 5.3: Housing affordability ratio, TAYplan area and Scotland, 2000-2036 

Source: Oxford Economics 
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6 Housing Need and Demand Assessment scenarios 

This section provides a summary of the scenarios set out within the TAYplan-wide Joint Housing Need and 

Demand Assessment (HNDA) 2013 accompanied by some narrative focussed on the likelihood of these 

scenarios becoming reality.  

 

6.1 Overview of HNDA scenarios 

Evidence and local knowledge has been brought together to produce 6 scenarios which represent different 

alternative future within TAYplan. A brief summary of the 6 scenarios examined within this HNDA are set out 

below: 

Each scenario presents an alternative outlook. Scenarios 1 and 2 are comparative scenarios. Scenarios 3 to 

5 are based on varying economic outcomes and scenario 4B explores scenario 4 but with a higher migration 

assumption.  

 

Scenario 1: This uses the HNDA tool with all default settings to mimic past trends and 

assumes they continue.  

Scenario 2: This tries to emulate what present policy hopes to achieve. Essentially 

this is about planning for growth. It serves as a comparator to position 

present policy against other scenarios. 

Scenario 3: This anticipated economic future. This uses knowledge of short and 

medium term potential and makes modest assumptions about growth in 

the economy. 

Scenario 4 Better than anticipated economic future. This mimics a wider recovery 

and some of the local sectoral potential becoming reality. 

Scenario 4B: Better than anticipated economic future. This scenario was developed 

after running the other five scenarios to understand the implications of a 

high migration scenario. 

Scenario 5: Worse than anticipated economic future. This mimics the recovery not 

taking hold and a situation where not all sectoral potential is realised and 

where changes elsewhere offset the benefits.  

 

The 6 scenarios where ran using the CHMA’s HNDA Tool to output differing levels of household change and 

new house building requirements. Each scenario is based on a series of variables within the CHMA’s HNDA 

tool. These relate to income growth and distribution, household change, house prices and rental prices.  

 

The settings for each of the variables within the 6 scenarios are set out in the table below: 
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Table 6.1: Variable settings for each of the 6 HNDA scenarios 

Source: DRAFT TAYplan-wide Joint Housing Need and Demand Assessment 2013 

 

6.2 HNDA scenario results 

The table below shows the total number of additional households in 2032 for each scenario at local authority 

and TAYplan level by 2032. 
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Table 6.2: Change in number of households (2011-2032), 000’s 

Source: DRAFT TAYplan-wide Joint Housing Need and Demand Assessment 2013 

 

Oxford Economics produce their own forecasts of population which are economically driven and thus differ 

from the official population projections. Our population forecasts are derived from an economically driven 

model whereas official projections are trend based and do not consider how demand in the economy (and 

the likely impact on employment rates) affects migration. The baseline forecast for TAYplan is below the 

official projections due to weaker assumptions on migration.  

 

 

Figure 6.1: Population forecasts, TAYplan (1991-2036), 000’s 

Source: Oxford Economics 

 

Oxford Economics forecasts suggest an increase of 27,000 people in TAYplan between 2011 and 2032 

compared to 57,000 in the 2010 based Official Sub-national Population projections. Given that the labour 

TAYplan Angus Dundee North Fife

Perth & 

Kinross

Scenario 1 45.8 5.1 11.1 5.4 24.1

Scenario 2 44.5 5.8 10.2 8.4 20.0

Scenario 3 39.5 4.3 8.9 4.5 21.8

Scenario 4 39.5 4.3 8.9 4.5 21.8

Scenario 4B 48.5 5.9 12.4 5.7 24.5

Scenario 5 30.1 2.8 5.2 3.3 18.8
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market outlook suggests less than 6,000 jobs over this period concerns exist with using the official 2010 

based projections to forecast future household requirements.   

 

Table 6.3: Population change, Oxford compared to Official 2010 based (2011-2032), 000’s 

Source: Oxford Economics 

 

Locally, the key difference in population forecasts is for Perth & Kinross. The Oxford Economics baseline is 

much more modest that the Official 2010-based Subnational Population Projections suggest. Our baseline 

forecast is linked to the employment rate forecast. A higher migration forecast would suggest a lower/falling 

employment rate – a trend which is at odds to the other areas within TAYplan and across Scotland. 

The table below sets out the per annum growth rates from the Oxford baseline for earnings and house 

prices. Earnings are estimated to increase on average by 4% per annum over the forecast. Earnings within 

Dundee City and North Fife are expected to increase at a slightly faster rate than the rest of the TAYplan 

area. Thus the Oxford Economics baseline would support the view of modest increases in income, one of the 

key assumptions underpinning scenarios 3 and 4 within the HNDA.  

Based upon Oxford Economics population and earnings forecasts, house prices are estimated to increase by 

3.9% - similar to the assumptions underpinning scenario 4 relating to house price growth. Dundee City is 

forecast to experience the fastest rate of growth driven by growth in earnings, whereas North Fife and Perth 

& Kinross are expected to experience below average house price growth. 

 

Table 6.4: Change in key forecast metrics (2013-2032), % per annum 

Source: Oxford Economics 

 

Resident 

based 

earnings

Workplace 

based 

earnings

House 

prices

Angus 4.0 4.0 4.0

Dundee City 4.0 4.1 4.4

North Fife 4.0 4.1 3.8

Perth & Kinross 4.0 4.0 3.7

TAYplan 4.0 4.0 3.9

Scotland 4.0 4.1 4.1

Oxford

SNNP 2010 

based Diff

Angus 3.0 4.3 -1.2

Dundee City 4.5 8.2 -3.7

North Fife 3.9 4.0 0.0

Perth & Kinross 15.9 40.1 -24.2

TAYplan 27.4 56.6 -29.2

Scotland 347.3 464.7 -117.4
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6.3 Likelihood of HNDA scenario  

Overall we attach a probability of 50% probability to the chances that the baseline forecast materialising and 

a probability of 35% that growth will be weaker than the base. On the upside however, there is a 15% 

chance that growth will be stronger than we have assumed in the baseline.  

The table below ranks our view on the likelihood of the HNDA scenarios becoming reality. Scenario 1 has 

been omitted as this was included within the HNDA for comparison purposes. 

 

 

Given that the Oxford baseline is similar to many of the assumptions underpinning scenario 4: Better than 

Anticipated Economic Future, it would be our view that this scenario would be most likely. The house prices 

and earnings assumptions underpinning this scenario are similar to the Oxford view (though there are 

differences in population). Should downward pressures on the global economy prevail and future growth 

levels be lower than anticipated, the Anticipated Economic Future is the next most likely option.  

It is our view that higher levels of migration would be unlikely, thus we have ranked scenario 4B 4
th
 in terms 

of likelihood. With the risk of a Eurozone collapse less likely now than at any time in the past 3 years, the US 

fiscal cliff diverted and the UK showing signs of a consistent recovery, we are confident the risk of a worse 

than anticipated economic future scenario has subsided in the immediate future. 

 

 

Likelihood

Scenario 1 -

Scenario 2 3

Scenario 3 2

Scenario 4 1

Scenario 4B 4

Scenario 5 5
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7  Summary 

The economic outlook for the medium term is quite positive. However, pressures on consumers and the 

government still weigh heavily on job creation prospects. The economic recovery will depend on the strength 

of the financial & business and tourism sectors (see section 4) and though Oxford Economics consider 

professional services likely to be the mainstay of such growth (driven by expectations regarding exporting 

activity and increasing demand from emerging nations), but the possibilities in other sectors should not be 

discounted. 

For Scotland and consequently for the TAYplan area, the recession has taken a significant toll, broadly 

proportionate to the rest of the UK. The road to recovery will be long, with only modest employment growth 

over the next decade. Our projections suggest that employment will not return to its pre-recession peak until 

post 2036.  

However, population growth during the same period will be modest – underpinned by net in-migration in the 

TAYplan area. Although labour market conditions are forecast to be less buoyant than the decade to 2008, 

our forecasts are underpinned on continuing net in-migration at a UK level, with a particular emphasis on 

urban growth. This is particularly noticeable in Dundee City.  Over the course of the next decade (2013-

2023) growth is projected to be just 890 jobs (0.4%). GVA over the same period in the TAYplan area is 

forecast to grow by £1.92bn (+24.4%).This is primarily driven by TAYPlan’s relative sectoral composition, 

with underrepresentation across UK growth sectors. Nevertheless, these sectors have the potential to grow 

from a low base, and thus the majority of growth in the TAYplan area is expected to come from the wider 

professional services sector and tourism sectors. 

House prices are expected to grow in line with the Scottish average over the short to medium term. Over the 

longer run, house prices increases within TAYplan fail to keep up with the Scottish average as earnings 

increases slow based upon the sectoral outlook 

However, economic forecasts are uncertain.  The current economic environment remains fragile; economic 

policy settings are experimental; and the Scottish and potential EU referendums add elements of 

constitutional change whose economic consequences are hard to quantify.   
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Annex A – Data sources and assumptions 

7.4 Model overview 

This annex provides technical information on the structure of Oxford Economics Local Authority District 

Forecasting Model and details of the data sources and definitions of variables within the model.  The model 

should be viewed as one piece of evidence in making policy decisions and tracking economic and 

demographic change. It is not intended to be used on its own to set employment targets for local authority 

areas. Such targets will need to take account of local opportunities, constraints and community aspirations. 

As with all models it is subject to margins of error which increase as the level of geographical detail becomes 

smaller, and relies heavily upon published data. 

Models, though predominantly quantitative, also require a degree of local knowledge and past experience, or 

more generally forecasting art, to make plausible long term projections. To this end the Oxford model has 

been developed by a team of senior staff who have a long history in model building and forecasting at both 

local and regional levels.  

The Local Authority District Forecasting Model sits within the Oxford suite of forecasting models. This 

structure ensures that global and national factors (such as developments in the Eurozone and UK 

Government fiscal policy) have an appropriate impact on the forecasts at a local authority level. This 

empirical framework (or set of ‘controls’) is critical in ensuring that the forecasts are much more than just an 

extrapolation of historical trends. Rather, the trends in our global, national and sectoral forecasts have an 

impact on the local area forecasts. In the current economic climate this means most, if not all, local areas will 

face challenges in the short-term, irrespective of how they have performed over the past 15 years.  

 

Figure 7.1: Hierarchal structure of Oxford Economics’ suite of models 

 

Oxford Economics UK 
Macro model

Oxford Economics UK 
Industry model

Oxford Economics UK 
Regional model

Oxford Economics UK LAD Forecasting Model

Oxford Economics 
Global model



TAYplan Economic Outlook 
January 2014 

 

39 

 

 

The Local Authority District Forecasting Model produces base forecasts, which can be compared with other 

published forecasts (though care should be taken over data definition issues), and as a guide to aid 

commentary or analysis of Clyde Valley County and its local authority economies. These forecasts can in 

one sense be considered to provide baseline ‘policy off’ projections with which the actual outturn under 

policy initiatives could be compared. However it must be realised that there are inherent difficulties in using 

the forecasts as a ‘policy-off’ baseline. In particular the base projections are ‘unconstrained’ in the sense that 

they make no allowance for constraints on development which may be greater than in the past.  

 Our local forecasting model depends essentially upon three factors:  

 National/regional outlooks – all the forecasting models we operate are fully consistent with the 

broader global and national forecasts which are updated on a monthly basis.  

 Historical trends in an area (which implicitly factor in supply side factors impinging on demand), 

augmented where appropriate by local knowledge and understanding of patterns of economic 

development built up over decades of expertise, and 

 Fundamental economic relationships which interlink the various elements of the outlook.   

 

7.5 Model structure 

The main internal relationships between variables are summarised in Figure 6.2. Each variable is related to 

others within the models. Key variables are also related to variables in the other Oxford Economics models.  

Figure 7.2:  Main Relationships between variables in the LAD Forecasting Model 
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7.6 Data sources and assumptions 

Population and migration 

Population and migration data are collected from the Mid-Year estimates (MYE) for each area. These have 

been revised in line with the 2011 Census results. The latest data available is for 2012. 

Oxford Economics produce their own forecasts of population which are economically driven and thus differ 

from the official population projections. Official births and deaths projections from 2012-based population 

projections are used but we have our own view on UK migration. The chart below sets out the Oxford 

migration forecast for the UK compared with the 2012-based population projection. Oxford Economics expect 

UK net migration to average 130,000 per annum compared to 165,000 in the official projections.  

 

The divergence reflects the removal of one-off effects from EU enlargement and weaker economic 

prospects. Oxford Economics’ population forecasts are derived from an economically driven model whereas 

official projections are trend based and do not consider how demand in the economy (and the likely impact 

on employment rates) affects migration. 

At the local level, migration is linked to the employment rate forecast. If the employment rate within an area is 

falling too fast, migration reacts as the model assumes that people would not be attracted into this area to 

live, given that the employment prospects are weak. This approach ensures that the relationship between the 

labour market outlook and the demographic forecasts is sensible.  This series is scaled to be consistent with 

the migration forecast for Scotland from the UK Regional Model.  

The total population forecast is then constructed using the forecast of migration and the natural increase 

assumptions. Natural increase for local areas is forecast based upon recent trends in both the historical data 

and the official projections. 
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Working age population 

Working age population data is also collected from the Mid-Year estimates (MYE) for each area up to 2012. 

It is defined at all people aged 16 to 64. 

The share of working age to total population is forecast using both trends in the official projections and 

trends in the Scotland forecast from our UK Regional Model. This is applied to the total population forecast 

and scaled to be consistent with the working age population for Scotland. 

 

Employees in employment 

There are two key sources for the employee jobs data – ONS Workforce Jobs (WFJ) and the Business 

Register and Employment Survey (BRES):  

 The WFJ series is reported on a quarterly basis, providing estimates of employee jobs by sector 

(based on the 2007 Standard Industrial Classification – SIC 2007) for the UK and its constituent 

government office regions, over the period 1981 Q3 to 2013 Q1.  

 The BRES is an employment survey which has replaced the Annual Business Inquiry (ABI). Similar 

to WFJ, BRES data is based upon SIC 2007, but it is only published for the years 2008-12. Prior to 

this, ABI and Annual Employment Survey (AES) data is available for employee jobs data, however 

this is based on an older industrial classification (SIC 2003). Data is available at local authority level 

and more detailed sector definitions. It is worth noting that the BRES is first and foremost a survey 

and is therefore subject to volatility, particularly when the level of detail becomes more refined. The 

survey is collected in September of each year and not seasonally adjusted.  

 

There are a number of steps in constructing regional employee jobs, due to changes in sectoral 

classifications across the various sources, and restrictions on data availability over particular periods of time. 

Initially, we take employee jobs data for each sector directly from the BRES over the years 2009-12, which 

reflects recent methodological changes to the BRES in accounting for working proprietors. This relates to 

September figures and is based upon SIC 2007 sectors. In 2008, levels of employee jobs are constructed by 

extrapolating back the trend in the old BRES. Data from the ABI and AES is used to construct the data back 

to 1991.  

This constructed local dataset is then scaled to be consistent with the UK employee jobs series from WFJ, by 

applying an adjustment factor to all sectors which converts the data to annual average values (seasonally 

adjusted). This is measured on a workplace basis. 

The starting point in producing employment forecasts is the determination of workplace-based employees in 

employment in each of broad 19 SIC2007 based sectors consistent with the Scotland and UK outlooks. At 

local authority level some of the sectors are driven predominantly by population estimates, others by total 

employment in the area and the reminder relative to the regional performance (largely exporting sectors). All 

sectors are also influenced by past trends in the local area. Taken in totality, employment is cross referenced 

with a number of variables (including population, relative performance across similar areas, historical cyclical 
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performance and known policy) for checking and validation purposes. Where necessary, manual 

adjustments are made to the projected trends to reflect this validation process.  The methods of sectoral 

projection are as follows, each of which are forecast based upon recent trends: 

 

 Agriculture - share of the Scotland 

 Mining and quarrying - share of the Scotland 

 Manufacturing - share of the Scotland 

 Electricity, gas,  & steam - share of the Scotland 

 Water supply; sewerage, waste management - share of the Scotland 

 Construction - location quotient based upon total employment 

 Wholesale and retail trade - location quotient based upon consumer spending 

 Transportation and storage - location quotient based upon consumer spending  

 Accommodation and food service activities - location quotient based upon consumer spending  

 Information and communication - share of the Scotland 

 Financial and insurance activities - share of the Scotland 

 Real estate activities - location quotient based upon total employment  

 Professional, scientific and technical activities - location quotient based upon total employment  

 Administrative and support service activities - location quotient based upon total employment  

 Public administration and defence - location quotient based upon population 

 Education - location quotient based upon population  

 Human health and social work activities - location quotient based upon population  

 Arts, entertainment and recreation - location quotient based upon consumer spending  

 Other service activities - location quotient based upon consumer spending 

 

Self-employment 

Self-employment data for the Scotland is taken from Workforce jobs (19 sector detail). The data is broken 

down into detailed sectors using both employee trends and the UK data for self-employment by 2 digit 

SIC2007 sector. Data for the local authorities is Census based (and scaled to the Scotland self-employed 

jobs estimates) and is broken down using the employees in employment sectoral structure. The sectors are 

forecast using the growth in the sectoral employees in employment data and the estimates are scaled to the 

regional estimate of self-employment by sector. 

 

Total employment (jobs) 

Total employment includes employees in employment, the self-employed and Her Majesty’s Forces. This is 

measured on a workplace basis. No specific forecasting for this measure is required - it is calculated from the 

forecasted elements discussed above.  

Note that this estimate is a jobs and not people measure (i.e. one person can have more than one job and 

would be counted more than once in this indicator). 
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Unemployment 

Claimant count unemployment data is taken from ONS, via NOMIS. Annual average values are calculated 

from the monthly data.  The latest data available is October 2013. 

Unemployment (claimant count) is projected based on regional trends and a measure of overall labour 

market tightness (relative employment rate) in the local area. It is not at present directly affected by migration 

though they do impact indirectly through the employment rate (which has working age population as its 

denominator). 

Unemployment rate is defined as claimant count unemployment as a percentage of the working age 

population. No specific forecasting of this measure is required. 

 

Resident employment 

This is a measure of the number of people living in an area who are in work. Resident employment data is 

taken from the Annual Population Survey. The latest year of available data is 2011. Given that this data is 

survey based and tends to be very volatile, data is ‘smoothed’ by taking a 3 year average.  

Residence employment is based on a commuting matrix taken from the 2001 Census. This matrix tells us 

where employed residents of an area work. Using this information each available job (see workplace 

employment people based above) is allocated to a resident of a given authority. This method assumes the 

proportions of commuting do not change over time. 

Employment rate is defined as residence employment as a percentage of the population aged 16 plus. No 

specific forecasting of this measure is required. 

 

Labour force 

Labour force is the sum of resident employment and unemployment (claimant count). No specific forecasting 

for this measure is required - it is calculated from the forecasted elements discussed above.  

 

Gross Value Added 

GVA forecasts are available for detailed sectors for the Scotland region from our UK Regional Model. For 

areas within the region, data on total GVA is available at NUTS 3 level. This includes counties and former 

Metropolitan counties. Our forecasts at local authority level are obtained firstly by calculating an ‘expected’ 

GVA in each area. This is calculated by multiplying the Scotland region’s GVA per employee in each sector 

by workplace employment in each sector within each local authority area. An adjustment factor based upon 

relative earnings is also applied as areas with higher wages should produce higher levels of GVA. Expected 

GVA is then scaled to add the GVA at NUTS 3 level and the Scotland sectoral forecasts from the UK 

Regional Model.  
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Workplace based wages  

Scotland data on average wages by sector is available from the Annual Survey of Hours and Earnings 

(ASHE), the latest year of data is 2012. At the level of individual local authorities estimates of total wages on 

a workplace basis and a residence basis are also available from the NES and now ASHE. 

The growth in UK wages by sector is applied to the local area sectoral wage series (constructed using ASHE 

totals for authorities and regional industry totals) to give an estimate of wages within each sector. An 

adjustment factor is applied to reflect the relative occupation structure of each area. Hence areas where 

higher paying occupations are growing faster than the regional average will have higher wages. These 

wages estimates are then scaled to be consistent with regional wage totals. 

  

Residence based wages 

Residence based wages are constructed within the model by adjusting the workplace based wages for local 

areas. An adjustment factor, which is based upon ASHE workplace based and residence based data, is 

applied to ensure consistency with the published data. This factor is held constant but can be adjusted for 

scenario purposes.  
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Annex B: About Oxford Economics 

Oxford Economics - formerly Oxford Economic Forecasting - was founded in 1981 to provide independent 

forecasting and analysis tailored to the needs of economists and planners in government and business. It is 

now one of the world’s leading providers of economic analysis, advice and models, with over 300 clients 

including: 

 International organisations, such as the World Bank, OPEC and the Asian Development Bank. 

 Government departments in many countries, including HM Treasury in the UK; the US Department of 

Treasury and US Office of Transnational Issues; Ministries of Finance in, for example, Saudi Arabia, 

Slovakia, Bulgaria, Azerbaijan, Turkey and Egypt; the Economic Development Board in Libya; and 

tourism boards in the EU, US, Abu Dhabi, Dubai and the Caribbean. 

 Central banks around the world, ranging from the UK and Spain to Chile, Hong Kong, Korea and 

Thailand. 

 A large number of multinational blue-chip companies across the whole industrial spectrum, including, for 

example, IBM, Intel, BP, Shell, Unilever, HSBC, Banco Santander, Swiss Re, DaimlerChrysler and 

Boeing.  

 Oxford Economics commands a high degree of professional and technical expertise, both in its own 

staff of over 70 professionals based in Oxford, London, Belfast, Paris, the UAE, Singapore and 

Philadelphia, and through its close links with Oxford University and a range of partner institutions in 

Europe and the US. 

 Oxford Economics’ services include: 

 International macroeconomic, sectoral and regional forecasts – with country briefing reports covering 

190 countries; detailed projections for 85 sectors; and forecasts for local areas throughout the EU and 

cities in Asia. 

 Bespoke econometric modelling – building detailed forecasting and simulation models and training 

clients’ staff to use them to support budget planning and policy decision-making. 

 Detailed market analysis - translating our economic forecasts into forecasts for market segments and 

providing advice on market opportunities. 

 Briefings for ministers, senior officials and executives – both presentations and tailored written reports 

on key economic issues. 

 Outsourced economics support – providing on-call advice, data, modelling, briefing and policy advice. 

 Economic impact assessments – analysing the economic and social contribution of particular sectors, 

investment projects or tax proposals. 

The key framework in which Oxford Economics’ analysis is conducted is its own Global Econometric Model, 

which covers some 45 economies in detail and headline statistics for another 35 economies. This Model – 

which is unique among the commercial economic consultancies – provides a rigorous and consistent 

structure for analysis and forecasting, and allows the implications of alternative global scenarios and policy 

developments to be readily analysed at both the macro, sectoral and regional level..  

OXFORD 

Abbey House, 121 St Aldates  
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