1 Executive Summary
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Suggested additional bullets pulled out from body of exec summary…

· Developing a more robust energy infrastructure

· Using the spatial planning framework as a tool to shape favourable investment/developer behaviour

· Using the purchasing power of public sector procurement to support growing ETS businesses and encourage innovation

Climate Change is defining a new legislative and policy agenda in the UK and globally, the overall direction and content of which is far from fully defined; this is altering the market conditions and underlying assumptions used to establish the economic priorities of the Manchester City region and the North West as a whole. Climate change legislation is aimed at controlling emissions of Green House Gases (GHGs) and encouraging the use of low carbon alternatives.

This report focuses on what the region could be doing in the short to medium term to develop strategies to deal with climate change legislation. This includes exploiting the opportunities arising and safeguarding against potential negative impacts for the Manchester City Region and the wider economy and investigating how Manchester City Region could best intervene to ‘decouple’ – or break the link between – economic growth and carbon emissions.

Climate change legislation is likely to affect all businesses in the region, but some sectors will be more sensitive to new regulation than others …

In addition to the ongoing legislative changes, new policy and regulation is expected to be introduced over the next ten years in UK, Europe and globally. This will have direct and indirect impacts on the Manchester City Region and North West economy. The interaction between policies, regulations, reviews and legislations will differ for various sectors and functions within the economy.

… a review of the area’s economic structure and energy usage/emissions profile suggests that transport will be the most-affected sector … 

The analysis places the transport sector at the forefront of key industries which are most vulnerable to the impacts of climate change legislation – this sector currently accounts for 5 per cent of employment in Greater Manchester. The air transport sector is the most energy intensive sector, is attracting particular attention from policy makers and campaigners, and is responsible for higher than average level of carbon emissions.

This is particularly important for the Manchester City Region and North West region economies as air transport is more prevalent in these regions than for the UK on average, accounting for a large number of jobs in the region. It is also projected to be a major driver of growth in city and North West region.

… and this has the potential to impact on all other sectors that are reliant on transport services
Transport is a sector that will be affected in its own right but the sector’s impact has the potential to be much wider due to its importance as a facilitator of individual and business connectivity. An efficient transport infrastructure is crucial to the future prosperity of the region, and a compromise on connectivity could limit the potential for economic growth.

Other sectors that are important to the Region and City Region, either due to their scale or growth potential, will also be affected including most manufacturing and the service sectors

Financial, Business and Professional Services are likely to provide a significant proportion of future growth in the area and currently account for 21 per cent of employment in Greater Manchester. Whilst the analysis suggests that the direct impacts of legislation are likely to be lower in the service sector, effects will still filter through to these industries from the supply chain.

Another relevant example is the textiles industry, which is categorised as a high risk sector due to relatively high levels of energy use and emissions. Although the focus in textiles has shifted from production to wholesale/retail, the sector may still be affected by higher input costs passed up through the supply chain and its impacts in international context.

The relationship between economic growth and emissions, however, is far from simple, with some sectors recently realising high growth whilst simultaneously reducing emissions and others unable to do so

Economic analysis illustrates that the strength of the relationship between emissions and output growth varies markedly between sectors. There appears to be a relatively strong correlation between growth in output and changes in emissions in the manufacturing and transport sectors, despite an overall decline in emissions in manufacturing over the last decade. This relationship suggests that higher growth rates are still associated with higher changes in emissions – the two are still connected and therefore which will be a challenge in the face of climate change legislation. 

On the other hand, this may be also be a feature in future, with some sectors/function struggling to ‘decouple’ – decoupling implies that the link between growth in economic output and emissions is broken. In these situations businesses are able to enjoy growth in the face of climate change without the incurring the negative impacts that climate change legislation may have. 

Arguably, key service sectors have already demonstrated ‘decoupling’ of growth and emissions and there is little evidence to suggest that higher output growth in these in future will lead to growth in emissions. This is likely to be a result of a number of factors such as technological advancements and willingness to adapt ahead of legislative change, but also, and crucially, the fact that the carbon footprint of supply-chain purchases are not included in this measure. 

The analysis estimates that a ‘failure to adapt’ scenario could lead to a cumulative GVA loss of £21 billion in Manchester City Region and £72 billion for the North West as a whole by 2020 – the impact is likely to be more profound outside Manchester City Region.

A ‘failure to adapt’ scenario assumes businesses do not adapt well or quickly to current and future climate change legislation and suffer slower growth as a result of the need to reduce emissions in line with requirements. In this scenario Manchester City Region would suffer 0.3 per cent lower growth per annum – implying that the cumulative impact for GVA loss could amount to £21 billion over the period to 2020. For the North West as a whole it could cost 0.4 per cent lower GVA per annum – which is equivalent to a loss of £72 billion over the same period. This is based on the historical relationship between GVA and emissions growth in the UK and highlights the extent to which economic growth is at risk if action is not taken on climate change, and more specifically, the legislation designed to combat it. Moreover, this is not necessarily the ‘worst case’ scenario as it does not take into account any detrimental impacts on business that may arise through a complete failure to adapt. 

This does not take into account the adaptation / performance of other regions in the UK or across the globe. If competitors regions to the City Region and North West adapt faster the impacts may be larger if business is lost as a result. Likewise, if competitor regions are particularly slow to adapt the impact on the City Region and North West region may be softened.

The associated policy challenge is to transform energy intensive sectors (to first reduce growth in carbon emissions and then the absolute level of emissions) and further support low-energy intensive-sectors to maximise opportunities (in domestic and international markets) and turn Manchester City region into a centre of excellence and the location of choice for ‘climate friendly’ products, services and processes.

There are, however, a number of key issues to overcome in achieving economic growth and climate change policy goals, including…..

Uncertainty about future outcomes limits response from business (a major market failure), …

There is a great deal of uncertainty about future markets for low carbon products and services. Consequently the future carbon price is also uncertain which limits the actions businesses are willing to take now. This is because variations in the price of energy and carbon can determine to what extent businesses choose to adopt new strategies to reduce emissions. 

For instance, businesses may be unsure about the returns on investing in abatement methods such as carbon storage – due to uncertain future demand and cost of carbon. Consequently this creates barriers to investment and increases the likelihood of higher emissions in the future. There is no guaranteed price or support for investments in these instances where businesses cannot be certain about returns on investment. 

… costly processes which could create additional burdens for smaller firms, …

This is likely to affect businesses in the supply chain that are affected indirectly due to the carbon footprint of the goods and services they produce, particularly small and medium-sized enterprises due to lack of capacity to make changes. This includes compliance and administrative challenges which could create an additional burden for firms who do not have specific staff to deal with this.

… with further barriers to invest created by a typically short-term business priorities, …

Business behaviour and purchasing patterns at a microeconomic level can lead to longer-term structural changes. However, decision makers may be more concerned with short term results which have an impact on the business’ brand and profits. There are few incentives to develop strategies for the longer term. Businesses are primarily concerned with profitability levels and consequently, limiting costs. There is a need to align climate change objectives with business performance.  

A key issue is therefore recognising where to target efforts to minimise negative impacts on business competitiveness …

Emissions in some industries – such as the manufacturing sector – have a stronger positive correlation with economic growth than in other industries. In a ‘failure to adapt’ scenario economic growth would be suppressed in these industries if they reduce emissions and make no other changes. However, it is not simply a case of reducing emissions and allowing growth to suffer in these industries, and shifting the focus to industries with typically lower emission levels, as these are still important drivers for the economy. Strategies must be formulated to ensure emissions targets are met without damaging economic growth and competitiveness in an environment where competitors abroad may not be subject to similar legislation.

This has already been recognised and implemented in some policy areas. For example, the announcement of the carbon commitment led to the incentive to gain an 80 per cent discount on the Climate Change Levy if Climate Change Agreement targets were met. Although this was good news for manufacturers, other industries – such as the water industry – would not be able to increase efficiency as easily by reducing energy use and changing processes. In these instances further interventions and support may be necessary.

… as well as maximising benefits for them …

Adopting strategies to tackle climate change and its associated legislation can boost brand image and deliver competitive advantage through low-carbon product offerings. There are also opportunities to develop new products and services in an increasingly global market.  

The key policy considerations to sustain and enhance economic competitiveness include…..

… supporting the production and usage of cleaner energy and developing environmental industries such as Environmental Technologies, …
In addition to mitigating risks in sectors with typically higher levels of energy use and emissions, it is important to maximise opportunities from growth sectors such as cleaner energy production. In addition, clean technologies can improve processes to minimise levels of energy use and emissions. In Manchester, the Low Carbon Cities programme is already looking at how the Swedish style energy planning can be applied in the local economy.

… providing support through the formulation of sector specific strategies for climate change, …

These strategies should be prioritised into those industries with a larger legislative threat where it is therefore likely to be more important to minimise emissions and associated costs – predominantly for sectors such as manufacturing and transport with the highest emissions and greatest importance to the region, as well as those service sectors that are expected to provide much of the North West and City Region’s growth in the coming years.

… supporting the appropriate provision of infrastructure through local level policies such as planning and procurement …

Public sector can influence infrastructure provision and support new solutions through planning and procurement policies. For, instance, local authorities can send a clear signal that they will procure certain products and services in future. This will provide certainty in the market and encourage investment.

… and skills to ensure future demands can be met …

Investment in skills through higher education and research centres can ensure that future employment demands are met in the region. This will also enhance the creation and development of key clusters of new technologies. These strategies could foster investment plans and methods of reducing emissions levels by working collaboratively with universities, energy and environmental consultancies as well as research and development agencies.

… and intervention at the regional level can make a significant difference.

Manchester City Region and North West region could make a significant difference at the margins at a business or sectoral level to help differentiate the local and regional economies from the rest of the UK and global economy. This can be achieved through an understanding of the potential impacts and intervening to optimise the benefits and minimise the regional economic risks. However, it is vital that there is an effective strategy developed for the region so that it can support business in what is the most efficient use of the marginal regional pound. Strong governance could give a competitive advantage to Manchester City Region.

The following conceptual framework provides a summary of key opportunities, policy consideration and key actions to tackle the challenges of climate change legislation, policy and regulation. 
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Source: Deloitte Analysis

… above all, there is a need for a well articulated Vision for the City Region and the North West  to place the area at the forefront of the climate change agenda.

The following broad strategic priorities could be considered further to maximise climate change related opportunities:

· Forging strong links with exemplar regions from around the world;

· Marketing the area as the UK-node for Climate Change-related activity internationally; and

· Championing the production and use of clean energy amongst local business and residents.

For Manchester City Region and the North West it will be vital to have a clearly articulated regional position on the drivers of its activities and investments in the area of climate change, and a communications or relationship programme to support that.

And the key areas for further development are….

Project scope


This research is aimed at assessing the potential economic implications of climate change legislation, policy and regulation for Manchester City Region and the North West. The report also highlights policy implications and potential interventions to enhance economic competitiveness of the region (by maximising opportunities and dealing with threats stemming from climate change legislation). 


Whilst this work seeks to provide robust statements on the scale of impacts, where appropriate, it is recognised that further work is likely to be required to establish a detailed climate change action plan. The quantitative analysis of impacts at this stage is thus high-level and indicative.


The research is focused on the impacts of climate change legislation on the Greater Manchester City Region and North West economies. The policy recommendations are drawn from analysis including:


policy and literature review; 


an assessment of the asset profile in the City Region and North West economies; and


data and econometric analysis on  sectoral level.


Inherent in the topic are issues relating to climate change and the wider sustainability agenda but detailed analysis on the impact of climate change itself is beyond the scope of this study. Moreover this study does not analyse the science of climate change or the specific costs of adaptation or mitigation for business or the public sector.


Nor is it the business of this report or underlying analysis to take a view on or to predict the direction of the electoral or lobbying pressure about climate change one way or the other.  This analysis deals with the broadly accepted scientific basis as set out by the UK Government and in the IPCC reports.  





Key messages


There are bespoke opportunities that current and imminent climate change policies/legislation could bring to the Manchester City Region and North West economy. Without exploiting these, and addressing the mitigating strategies required, the City Region economy could lose an estimated £21 billion over the next 12 years (by 2020), whilst the North West could lose an estimated £72 billion over the same period. (sarah has form of wording here)


In order to minimise risks and maximise opportunities in the region, policy interventions should be focussed on:


Positioning the City Rregion at the forefront of the climate change agenda with a clear vision, including:


Linking with exemplar international regions;


Becoming the UK-node for Climate Change-related activity in the global market;


Championing the production and use of clean energy;


Enhancing  Growing the environmental technologies sector.


Developing sector specific strategies focusing on:


Minimising emissions and associated costs for sectors with high emissions; and


Exploring  Developing opportunities for innovation and support in potential growth sectors.


Providing the necessary transport and energy infrastructure; and


Developing leadership and workforce skills to meet the challenge.














