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INTRODUCTION AND SUMMARY

Context
The Central London Prospectus was published in October 2010 by Central London Forward (CLF). It presented a matrix of twelve topics grouped into three sections – economy, environment and population, as follows:  

	ECONOMY
	ENVIRONMENT
	POPULATION

	1   BUSINESS
	5   PLACE
	9   PEOPLE

	2   SECTORS 
	6   MOVEMENT
	10 WORK

	3   GEOGRAPHIES
	7   DEVELOPMENT
	11 EDUCATION

	4   OUTLOOK
	8   SUSTAINABILITY
	12 PROSPECTS


This paper is one of twelve prepared to inform the prospectus. A draft was circulated in March 2010. This revised version takes account of comments received over the summer from CLF member authorities, the GLA and others, and incorporates key announcements and data released between March and August 2010.
The twelve papers and the prospectus together make up the Central London Economic Assessment (CLEA). They describe the situation in May 2010, against the background of the UK economy returning to uncertain growth after eighteen months of falling GDP and the prospect of severe cuts in public spending. The May general election resulted in a coalition government taking over from Labour, and local elections in a change of political control in several boroughs. 
Underpinning the papers are statistical tables, showing data at local authority level and for the Central London sub-region, the Rest of London and All London. 

The Central London Prospectus (amended final version), topic papers and data sets are all available on the Central London Forward website: www.centrallondonforward.gov.uk.
Sources

Key sources, abbreviated in footnotes, are listed as an appendix to this paper. Other references are given in full. A schedule of frequently-used publications in the preparation of the Central London Economic Assessment can be found in the prospectus.
Definitions
In the text, Central London with a capital ‘C’ refers to the sub-region of London. This area includes seven of London’s thirty three local authorities: Camden, City of London, Islington, Kensington and Chelsea, Lambeth, Southwark and City of Westminster. References to these boroughs/local authorities are highlighted in the text. Central London Forward, the partnership which provides a voice for Central London, is led by the seven local authorities.

The City is used both as a brand name for international wholesale financial services in the UK and to refer to the physical concentration of markets and businesses within the Square Mile of the City of London. The extent of the various geographical areas referred to in the CLEA are shown in Maps 1 to 5 in the prospectus, and described in paper 3, Geographies (Figure 3.1). 

Summary
The next page provides a one-page summary of this paper and concludes with three challenges. The summaries of all 12 topic papers are included in the Central London Prospectus.

	2
	SECTORS – Central London’s Economy, May 2010        

	Industrial structure  Central London’s economy is overwhelmingly based on services, which in 2008 accounted for 95% of its 1.78 million employee jobs, compared with 83% nationally (Great Britain). Only 3% of jobs were in manufacturing. Dominant were financial and business services providing 46% of jobs, over twice the GB figure of 22%. Over the decade to 2008 employment growth in Central London was strongest in business services (including professional support), media sectors (including IT and the creative industries) and public services (including higher education). In 2008 almost 7% of all the jobs in the UK were in Central London. Activities with a disproportionate amount of UK jobs located in Central London were: Financial and Insurance (20%); Professional, Scientific and Technical (17%); Information and Communication (16%); and Real Estate (11%). The proportion of part-time jobs was low relative to the rest of the country but has been increasing.
Key sectors  Five sectors are dominant in Central London, and their 2008 ranking by share of jobs was as follows: first, business (30% of jobs), followed by leisure (21%), public (17%), financial (12%) and media (9%). The UK leads the world in a number of financial services (cross-border banking, foreign exchange, over-the-counter derivatives and marine insurance) and is European leader in most others. The sector makes a major contribution to the UK’s Gross Domestic Product (GDP), estimated at £36bn in 2008 (Booz & Co). It has benefited up to now from a combination of strong incentives, liberal immigration controls and a light-touch but principals-based regulatory regime. Equally important has been the development of a complimentary relationship between London and New York. Central London has specialisms in international business services, including legal, accountancy, property, management consultancy, advertising and public relations. Increasingly, organisations offer a range of business services across professional disciplines. 
London’s hosting of the 2012 Olympic and Paralympic Games is providing the media and leisure sectors (including Central London’s creative and cultural industries) with a huge stimulus and opportunities, both Games-related and Games-inspired. In the public sector, policies of the Labour government after 1997 resulted in a steady increase in Central London jobs, especially in health and education, but numbers peaked before the onset of the recession and will continue to decline. Central London has a high degree of specialisation in higher education and scientific research and development, activities which feed innovation, critical to the success of the London economy.  
Employment forecasts  Central London’s long-term prospects remain healthy as its specialisms range across growth sectors of the global economy. Financial, business and media services, with linkages to world-class education institutions, comprise a major part of the so-called knowledge economy or ‘economy of ideas’. Insiders believe that the credit crunch and recession will prove to be a minor setback for the financial sector in relation to longer-term trends. However, as a high-cost city, London must demonstrate that its goods and services, including leisure and higher education, offer value for money if it is to remain competitive. The Mayor and business leaders anticipate that low carbon and renewable energy will be the fastest growing sector to 2020. Employment projections by various forecasters show London’s employment exceeding pre-recession levels by 2018, assuming that the UK and Eurozone avoid a double dip recession. 



	2
	Sectors – Challenges for Central London 

	2.1
	Re-establishing clear and predictable tax and regulatory regimes to enable London to maintain its leading position in global financial and business services

	2.2
	Using the 2012 Games to present to the world the UK’s media, creative and cultural strengths and achievements

	2.3
	Developing expertise in sub-sectors that are able to respond to the growing market opportunities in the areas of climate change mitigation and adaptation


1. INDUSTRIAL STRUCTURE

i) Trends 2002-2008
At the height of the boom, in 2007, there were 61,900 more jobs (net) in Central London than in 2002. Most new jobs had been created in Finance, IT and other business activities (57,700 net gain) and in Public administration, education and health (26,100).

Figure 2.12 shows employee jobs in 2008 grouped by sectors based on the UK’s Standard Industrial Classification (SIC) 2002 of economic activities. (Figure 2.1) The SIC is used for classifying business establishments and other statistical units by the type of economic activity in which they are engaged. Its advantage for analysis is that it provides uniformity between different reports and data sets. 

Figure 2.1  
Standard Industrial Classification (SIC) 2002

	
	Standard Industrial Classification
	Types of employment in Central London

	1
	Financial & business services  
	Banking. Security brokers and fund managers.

Mortgage brokers, building societies and bureaux de change. 

Accountancy, legal services, management consultancy.

Advertising and market research.

Architectural and engineering consultancy.

Employment agencies. Cleaning and security.

Property development and estate agency.

	2
	Public administration, education & health
	Government and local government. Other public bodies, including the police force and the fire service.

Schools, colleges, universities.

Hospitals, health centres, Primary Care Trusts. Social work.

	3
	Distribution, retail, hotels & restaurants
	Wholesale trades.

Shops, hotels, restaurants and bars.

	4
	Transport & communications
	Passenger transport. Travel/transport agencies.

Telecommunications, postal and courier activities.

	5
	Other services: Media
	Television and radio. Film, video production and distribution. News agencies.

	
	Other services: Leisure and recreation
	Sport. Performance arts, including theatre, music venues, clubs. Libraries, museums.

	
	Other services: Miscellaneous
	Hairdressing and beauty treatment. Dry cleaning. Refuse disposal. Funerals. 

	6
	Manufacturing
	Printing and publishing, including those relating to music, visual and performing arts, film and video, and leisure software.

Food, drink and tobacco.

	7
	Construction
	Trades and operatives. Design and technical professionals. Office staff.


Source: 
ONS.
Use of the SIC allows comparisons over time of economic activities between local authority areas, sub-regions and all-London. (Figure 2.2) 

Figure 2.2  
Employee jobs by industry (SIC 2002): by area, 2008 and 2002 


compared       
	Industry/sector
	Central London
	All London

	
	2008
	% pt change 

since 2002
	Proportion

In 2008
	Proportion
In 2008

	Financial and business services
	812100
	2.3
	45.6%
	34.7%

	Public administration, education and health
	308700


	0.2


	17.3%
	22.2%

	Distribution, retail, hotels and restaurants
	331500
	-1.1
	18.6%
	21.0%

	Transport and communications
	98500
	-0.6
	5.5%
	7.4%

	Other services (including media and arts)
	141500
	0.0
	7.9%
	7.2%

	Manufacturing
	55900
	-0.7
	3.1%
	4.3%

	Construction
	26300
	-0.1
	1.5%
	2.9%

	Total employee jobs
	1781000
	n/a
	100%
	100%


Source:
ONS (NOMIS).  
Note: 
Due to rounding percentages may not add up to 100%.

ii) Snapshot 2008

The latest picture of the structure of the economy is from the Annual Business Inquiry carried out in December 2008
 when there were 1.78 million jobs in Central London (excluding self-employment). In January 2008 a revised Standard Industrial Classification (SIC 2007) came into effect. This better reflects the growing importance of services, including ICT, in the economy.  

Figure 2.3 shows employee jobs grouped by sectors based on the SIC 2007 from which a more recognisable landscape of the Central London economy emerges.

Forty per cent of the jobs in Central London were in three sectors: Professional Scientific and Technical (17 per cent), Financial and Insurance (12 per cent), Administrative and Support (11 per cent).  

Nearly 7 percent of all the jobs in the UK were in Central London. Sectors where Central London has a disproportionate amount of the UK total are: Financial and Insurance (20 per cent); Professional Scientific and Technical (17 per cent); Information and Communication (16 per cent); and Real Estate (11 per cent). In 2008, just over one million people worked in financial services across the UK. One in three was employed in London and one in five in Central London. 

Other sectors where the Central London share of UK jobs was above 7 per cent were: Accommodation and Food Services; Administrative and Support (mostly to the private sector); Arts, Entertainment and Recreation; and Other Service activities. By contrast, Central London had less than one percent of the Manufacturing jobs in the UK (21,000). 

In some sectors where Central London has a relatively low proportion of the UK total of jobs, numbers may still be considerable. In Wholesale and Retail, for example, there were 172,000 jobs (compared to 41,000 in Real Estate) but this represented less than four per cent of the UK total. 
Figure 2.3  
Employee jobs by industry (SIC 2009): by area, 2008

	Sector
	Jobs 

	
	UK
	All London
	Central London

	
	
	Number
	% GB
	Number
	% GB 

	Total Economy
	26,677,201
	4,168,527
	15.6
	1,780,944
	6.7

	Agriculture, Fishing, Mining, Utilities
	513,235
	27,713
	5.4
	9,344
	1.8

	Manufacturing
	2,531,284
	122,400
	4.8
	21,316
	0.8

	Construction
	1,351,723
	140,525
	10.4
	36,974
	2.7

	Wholesale and Retail
	4,393,676
	565,468
	12.9
	171,587
	3.9

	Transportation and Storage
	1,251,129
	236,888
	18.9
	59,496
	4.8

	Accommodation and Food Services
	1,800,787
	302,944
	16.8
	156,681
	8.7

	Information and Communication
	997,451
	295,056
	29.5
	161,191
	16.2

	Financial and Insurance
	1,071,334
	333,162
	31.1
	212,527
	19.8

	Real Estate
	366,129
	79,219
	21.6
	40,936
	11.2

	Professional, Scientific and Technical 
	1,821,026
	472,956
	26.0
	307,526
	16.9

	Administrative and Support Services
	2,188,981
	451,394
	20.6
	191,281
	8.7

	Public Administration and Defence
	1,440,802
	233,487
	16.2
	98,411
	6.8

	Education
	2,503,107
	313,158
	12.5
	91,162
	3.6

	Human Health and Social Work
	3,242,953
	387,724
	12.0
	120,817
	3.7

	Arts, Entertainment and Recreation
	646,259
	114,341
	17.7
	49,104
	7.5

	Other Services
	557,324
	102,093
	18.3
	52,587
	9.4


Source:
Annual Business Inquiry 2008. ONS, December 2009. 

Notes: 
1. Totals include employees jobs only (i.e. exclude self-employed). 

2. Revised definitions in SIC 2007 mean totals are not comparable to those in Figure 2.2.
This table presents a partial picture, as employment is only one aspect of a sector’s economic significance and self-employment is not included. 

There are a number of other areas in which Central London would appear to have a strong degree of specialisation but which do not emerge from an analysis of sectors based on job numbers, for example in government and applied research. While the type and value of Central London employment may be distinctive (e.g. within Central government departments or world-class teaching hospitals), the activity itself (e.g. public administration or higher education) is not, with employment spread broadly across London and the UK.  

2. KEY SECTORS 

Any discussion of sectors needs to relate to how people experience the economic life of the capital. Within Central London, five areas dominate: financial, business, media, leisure and public (including higher education). (Figure 2.4)
Figure 2.4  
Key sectors of the Central London economy, 2009

	Service sector
	Share of jobs in

Central London %
	Gross value added p.a. £bn

All London (selected sectors only) 

	Financial
	11.9
	  £35.99

	Business  
	30.3  
	includes legal  £4.45 

includes accounting  £3.35

	Media (and creative
)
	9.1
	includes ICT (some in Business)  £15.16

includes creative (some in Business)  £9.20

	Leisure  
	21.2  
	includes tourism  £8.12 

	Public (and intellectual
) 
	17.4
	includes higher/business education  £4.08

	Other sectors 
	10.1  
	n/a

	Total 
	100
	-


Source:
London World Capital of Business, Mayor of London, October 2009. Data collated by Booz & Co 
from various sources, mostly LDA. 
Note:
Definitions and figures for the creative industries range widely. The figure quoted here is from A 
Cultural Audit (LDA, 2007), which excludes most related business activities.
The contribution of different sectors are discussed below, with reference to employment, value and the impact of the 2008/09 recession. For each, a table shows those activities in which London has a specialisation, that is, a higher proportion of jobs relative to all jobs than the rest of the UK.
 The final column shows the proportion of London jobs that are in Central London. This allows us to see which London specialisations are based predominantly in Central London, and to what degree.

Paper 3, Geographies, looks at sectors from different perspectives; where and why they cluster, and the distribution of activities across the sub-region.
i) Financial
Activities include domestic and international banking, foreign exchange, securities, derivatives, corporate finance, fund management and insurance. 

Employment
In December 2008 Financial services employment in Central London, including ancillary activities, accounted for 11.9 per cent of Central London’s total employment (212,500 jobs). (Figure 2.5)
Employment in this sector, whilst cyclical, has shown moderate growth since the late 1970s.
Figure 2.5  
Financial services: London specialisations, 2008

	Financial services by Standard Industrial Classification 
	Employee Jobs

	SIC 2007
	Sub-sectors in which London has a specialisation within UK
	All London
	Central London
	CL share % of AL  

	K
	Financial and Insurance activities

Of which:
	333,162
	212,527
	63.8

	64
	Financial services (excludes insurance and pension)
	186,428
	111,537
	59.8

	65.12
	Non-life insurance 
	15,482
	8,899
	57.5

	66.3
	Fund management 
	18,007
	17,201
	95.5

	66.1
	Activities ancillary to financial intermediation  
	61,182
	38,457
	62.9

	66.2
	Activities ancillary to insurance and pensions
	44,158
	30,687
	69.5


Source:
Annual Business Inquiry 2008. ONS, December 2009. Selection taken from Economic Evidence 

Base. GLA, October 2009. Table 1.2.  

Notes:
1.Totals include employees jobs only (i.e. exclude self-employed). Central London has 15.6% of employee jobs in All London.
2. Table shows selected areas of specialisation in different broad sectors. It does not present a comprehensive list of all activities within each sector.

Financial intermediation is the activity of obtaining and redistributing funds. The majority of employment is by banks and building societies. Employment in venture and development capital companies is significant as is security dealing on own account.
 The number of employee jobs in the sector overall has declined over the past decade.
Activities ancillary to financial intermediation include employee jobs related to insurance, which have also been falling, and occupations as diverse as mortgage brokers and bureau de change. The biggest employment sector is in security broking and fund management, where employment has more than doubled since 1995.
The range of Financial services in London is concentrated in Central London, particularly the City of London, which has a virtual monopoly of pension and insurance fund management. (Box 2-A)
In 2007 there were 183,000 people employed in the wholesale financial sector in the City of London, Westminster and Tower Hamlets (Canary Wharf).
 Almost one in three (30 per cent) were in foreign-owned financial service firms. More than a quarter of London’s financial services workforce was estimated to be foreign-born. 
	Box 2-A  


Financial services: London’s areas of specialisation

· Banking
There were 250 branches and subsidiaries of foreign banks in London in March 2008, more than any other centre worldwide. A third of these banks were from the euro area. Around half of European investment banking activity is conducted in London. Four fifths of European hedge-fund assets were managed from within the UK in 2008, and mostly from London. 
· Insurance
London is the world’s largest international insurance market, with gross premium income of £24.5 billion in 2007. It is the main skill centre for world reinsurance. Insurance accounts for around 15 per cent of total net exports in financial services.
· Foreign exchange

The London foreign exchange market is the largest in the world, with an average daily turnover of $1,679 billion in October 2008. This represented 35 per cent of global turnover, more than New York and Tokyo combined. Foreign exchange trading has nearly trebled in value since 2001.

· Fund management

London is one of the two largest fund management centres, New York being the other.  London is the leader in the management of overseas clients’ non-domestic portfolios.  London is also one of the leading centres for private equity and is an important centre in the sovereign wealth market as a clearing house and a location from where some of these funds are managed. London, along with New York, Singapore and Hong Kong is one of the main centres for onshore investment of private wealth. London is Europe’s leading centre for hedge funds. At the end of 2008 four-fifths of European-based hedge funds’ assets were managed out of London. 

· Securities markets

London has a higher number of foreign-listed companies than any other exchange. The London Stock Exchange is one of the leading centres for global foreign equity trading and international Initial Public Offerings (IPOs). London accounts for 70 per cent of trading in the international bond market. 

· Derivatives
London is the biggest market in the world for derivatives traded over-the-counter.  It is also the second largest after Chicago for exchange traded futures and options. London is the main centre for Eurex trading, with 46 per cent of Eurex turnover based in the UK in 2007. Liffe is the world’s leading exchange for euro short-term interest rate derivatives and equity options.  The London Metal Exchange is the biggest non-ferrous metals exchange in the world.  

· Carbon markets

London is central to the EU Emissions Trading Scheme (EU ETS) as European Climate Exchange contracts, traded on the ICE Futures Europe exchange in London, made up 91 per cent of futures trading on the EU ETS in 2008.

· Bullion market

London is the world’s most liquid spot market for gold and for gold lending and the global clearing centre for worldwide gold trading. London is Europe’s largest centre for commodities trading and accounts for around 15 per cent of the global trade in commodities.

· Islamic finance

London is the leading Western centre for Islamic finance, with six firms that are fully Sharia compliant and over 20 banks in total supplying Islamic financial services.

Source:  Economic Evidence Base. GLA Economics, May 2010, pp.18,19.



Value
In terms of gross value added, London’s Financial services contribute around £36 billion to the UK economy.
 
The share of Financial services in the UK’s gross value added increased to 8.5 per cent in 2007 – from 6.0 per cent at the beginning of the decade, while in London the sector accounted for 18.1 per cent of all economic activity in 2007.  
The industry contributed an estimated £61.4 billion to UK government taxes in the 2008/09 financial year, accounting for 12.1 per cent of the total UK tax rate and 17.7 per cent of total government corporation tax receipts.

While British-owned financial institutions have lost out to foreign, especially US, rivals the City has reinforced its position as the centre in which to do business.
 The UK leads the world in a number of financial sectors (cross-border banking, foreign exchange, over the counter derivatives and marine insurance) and is European leader in most others. Where market leader, the UK has either maintained or increased its share of the world market over the past 10 to 15 years. Between 2001 and 2008 the value of each of these financial markets in the UK increased significantly.

Innovation: London and New York

The UK and London’s Financial services sector has benefited up to now from a combination of strong incentives, liberal immigration controls and a light touch but principles-based, regulatory regime.
 Equally important has been the development of a complementary relationship between London and New York.

In the last years of the boom, London outstripped New York in its share of foreign equities trading and matched its share of the IPO market. Although New York was the centre for the world’s hedge fund industry, London was catching up as it captured the lion’s share of business in Europe, accounting for 79 per cent of European hedge fund activity by 2008.
 
London, together with New York, is the world leader for fund management. In 2008, both of these centres had close to $2.5 trillion of assets under management. London ranks second to New York on the extent of pension and insurance fund management. The long-established private sector pension and insurance industries have helped London lead in Europe in this area. Many of the EU’s largest insurance firms, such as Aviva, AXA, Allianz, Lloyds TSB and Swiss Re use fund managers in the City of London.
 
Box 2-B shows how the City is responding to the challenge of climate change and the business opportunities created by world-wide necessity to reduce carbon emissions.

	Box 2-B  


Innovation: climate change and the City

The need to combat climate change presents a potentially huge market in financial services. London’s early entry allowed it to ensure that much of the trading infrastructure for the carbon emissions trading market – a mechanism that harnesses the power of global markets to partially offset the consequences of climate change – was located in London before the European Union set up an EU-wide carbon emissions trading scheme (ETS) in 2005.

Since the introduction of the EU system London has asserted a primary role with more than 80 per cent of carbon trading at the European Climate Exchange.1 Although both it and the EU scheme have experienced similar problems (mainly with regard to the over-allocation of permits), London has a head start in terms of the skills and infrastructure in place to take advantage of a potentially enormous commodity market.

Carbon trading has its critics. Friends of the Earth criticises the UK government's ‘obsession’ with carbon trading, concluding that most carbon trading is conducted between banks and investors rather than polluting industries and factories, and current carbon trading schemes are not delivering the emissions cuts promised.2 

There are also calls for a clear and consistent regulatory framework in order that the City can provide the innovative financing techniques necessary.3 

Sources:
1. Carbon Markets and Emissions Trading, IFSL Research Bulletin, June 2007.
2. A Dangerous obsession: the evidence against carbon trading and for real solutions to avoid a climate   crunch. Friends of the Earth, November 2009.
3. Delivering Copenhagen: the role of the City's financial services sector in supporting action on climate change. City of London Corporation, December 2009.



Effect of the banking crisis

The crisis was triggered by the growth of the securitised credit market and it is probable that there will be less appetite for high-risk Financial services products and operations in the economy for some time.

Partly to blame was a failure of financial market regulation and the Financial Services Authority (FSA) plans to introduce a more invasive, judgment-based form of regulation compared to the ‘light touch’ form of regulation they previously employed.
 Other regulatory responses at both national and international level are likely. 
2009 saw numerous committees established and reports commissioned to examine different aspects of the crisis, prevent a repeat and retrieve the reputation of the City.

The Treasury published a White Paper in July 2009, analysing the causes of the crisis and setting out a series of measures to improve stability in the sector.
 These included:

· Establishing a Council for Financial Stability to give the Treasury, Bank of England and Financial Services Authority responsibility for system wide stability

· Creating a money advice service for consumers

· Strengthening FSA powers on misconduct

· Introducing measures to discourage bonuses from promoting excessive risk taking

· Placing higher capital requirements on banks

· Possibly prefunding the Financial Services Compensation Scheme to increase consumer protection.
In response, the Conservative Party said that, if returned to government in the 2010 election, it would abolish the Financial Services Authority and transfer responsibility for the regulation and supervision of all banks, building societies and other key financial institutions to the Bank of England.

Sir David Walker’s Review of Corporate Governance of UK Banking Industry, commissioned in February 2009 was published in November 2009.
 It contained a set of proposals which would place new responsibilities on non-executive bank directors to monitor risk and remuneration and a duty of stewardship on institutional shareholders to play a more active role as owners of businesses. Other recommendations would require risk assessment at board level and tackle the bonus culture through anonymous disclosure.
The City of London remains concerned that regulatory and other responses to the failure of the banks at both national and European level could damage the City’s international competitiveness.
 
The scale of the impact on London’s economy of the banking crisis can be overstated. Financial turmoil may have overturned the banking sector, with consequent job losses, but other areas of financial services have emerged relatively unscathed – those dealing with marine insurance, equities or exchange rates, for example.
 

Overall, insiders believe that the credit crunch and recession will prove to be a minor setback for the Financial services sector in relation to longer-term trends.  

ii) Business

Business services includes Professional, Scientific and Technical, together with Real Estate and Administrative and Support Service Activities.  

Employment
In December 2008 Business services employment in Central London accounted for 30.3 per cent of Central London’s total employment (539,743 jobs). (Figure 2.6)
This is a vitally important sector in the central London economy, being both the largest and the one experiencing greatest growth over the past two decades.  
Figure 2.6   
Business services: London specialisations, 2008

	Business services by Standard Industrial Classification 
	Employee Jobs

	SIC

2007
	Sub-sectors in which London has a specialization within UK
	All London
	Central London
	CL share % of AL  

	L
	Real Estate Activities
	79,219
	40,936
	51.7

	M
	Professional, Scientific and Technical Activities

Of which:
	472, 956
	307,526
	65.0

	69.1
	Legal activities
	87,114
	65,642
	75.6

	69.2
	Accounting and bookkeeping  
	61,971
	45,901
	74.1

	70.1
	Activities of head office 
	29,143
	17,013
	58.4

	70.2
	Management consultancy (includes PR)
	98,189
	61,188
	62.3

	72
	Scientific research and development
	17,999
	10,858
	 60.3

	73.1
	Advertising
	37,189
	24,737
	66.5

	73.2
	Market research and opinion polling  
	27,813
	17,901
	64.4

	74.1
	Design 
	10,024
	5,363
	 53.5

	74
	Other professional, scientific and technical activities 
	21,707
	11,681
	53.8

	N
	Administrative and Support Service Activities 

Of which:
	451,394
	191,281
	42.3

	78
	Employment placement agencies 
	169,744
	81,004
	47.7

	79
	Travel agencies
	24,988
	13,482
	54.0

	80.1
	Private security and investigation 
	50,468
	18,479  
	36.6


Source:
Annual Business Inquiry 2008. ONS, December 2009. Selection taken from Economic Evidence 

Base. GLA, October 2009. Table 1.2.  

Notes:
1.Totals include employees jobs only (i.e. exclude self-employed). Central London has 15.6% of employee jobs in All London.

2. Table shows selected areas of specialisation in different broad sectors. It does not present a comprehensive list of all activities within each sector.

Real Estate Activities: This sector includes jobs in property development and estate agents, and people who let their own property. The property industry is a powerful force in Central London in both maintaining its competitiveness as the location of choice for footloose trans-national companies and institutions, and shaping the fabric of Central London by providing offices, homes and environments to meet the diverse and changing demands of international clients.
Professional, Scientific and Technical: London’s Business services professionals are highly concentrated within Central London, with employment of almost three quarters of London’s lawyers and accountants and around two thirds of its management consultants, advertising executives and market researchers. The sector also includes IT, architectural and engineering consultancy activities. 
Administrative and Support Service Activities: The largest employment category in business support services is labour recruitment. This includes most of the workers across London who work on a temporary or contract basis through employment agencies. The existence of these workers is vital to the flexibility of the labour market in London and includes workers involved in many different sectors of the economy.  Other significant services for employment are cleaning and security as Central London has a greater amount of office space than other areas of the city. 
Box 2-C shows London’s areas of specialization in professional services.
	Box 2-C    


Professional services: London’s areas of specialisation

· Legal: London is one of the two leading centres for international legal services, the other being New York. Since the Millennium there has been an influx of American law firms to take advantage of the opening up of European markets in services and growth in cross-border mergers. Based on revenue, three of the top five law firms in the world are international law firms based in London. London is also a leading centre for international dispute resolution. 
Source: International Financial Services London. GLA Economics in GLA 2009(2).
· Accountancy: The sector is dominated by four firms although most of the major firms have offices in the city. The services that accounting firms offer include auditing, tax planning, corporate finance and business recovery services. The most important areas of work amongst the largest 20 firms are audit and assurance (38 per cent) and tax (26 per cent), but other services such as wealth management are increasingly in demand and being offered on a global scale. 
Source: London’s Central Business District. GLA Economics, 2008.
· Property: The 1990s saw the emergence of four London based-firms with global reach, CB Richard Ellis, Cushman and Wakefield, DTZ and Jones Lang LaSalle.
Source: Estates Gazette, 2010.
· Management consultancy: GVA growth across business services between 1995 and 2005 was significantly above other sectors but growth was strongest in management consultancy and (allowing for a dip after 2001) in computing and IT. The core business is providing advice to other firms. The main areas of consultancy are outsourcing and IT, accounting for approximately two-thirds of all consultancy fee income in 2004. 
Source: London’s Place in the UK Economy. LSE for City of London, 2009, p.120.
· Advertising / Public Relations: The UK advertising industry, based in London, is the fourth largest in the world. Two-thirds of international advertising agencies have their European headquarters in London. Seven out of the top ten PR agencies worldwide have their corporate headquarters in London.
Source: Think London (2006 data).



A recent trend, often achieved through mergers or takeovers, is for organisations to offer a range of business services across professional disciplines. Typically, they are accountancy-led. The announcement in January 2010 of the merger of Drivas Jonas with Deloitte, for the first time extends this span of expertise into property services.

Value
According to ThinkLondon, annual fee income from Business services includes $20 billion for London’s top 100 firms and $15 billion for London’s management consultancies, while the combined revenue of London’s top seven public relations companies is $3.5 billion.

In terms of gross value added, London’s legal services contribute £4.5 billion and accounting services £3.5 billion to the UK economy.
 
According to the World Advertising Research Centre, the UK ranks first across European countries in expenditure on advertising, totaling $36 billion per annum.

Impact of the recession

The professional services sector has been affected by the recession, with many firms reporting lay-offs in the first half of 2009, wage restraint and at best a reduction, at worst a freeze, on graduate recruitment.  

The banking crisis has prompted a debate over to what extent high-value professional activities in

Central London derive their demand from the financial sector, and how dependent they are on the health of the financial services sector. Views differ, particularly on the latter.
A report by EBS for the LDA found significant linkages between the financial services sector and other sectors of London’s economy.
 Sales of professional services to London businesses were worth an estimated £14.3 billion in 2006, accounting for 47 per cent of total sales. Over a third (37 per cent) of these business-to-business sales were to the financial services sector. Other sales comprised sales to businesses outside of London, sales to consumers and sales to the public sector.
However, researchers at the London School of Economics (LSE) consider that dependency of other sectors on financial services has been exaggerated, especially that of professional services and creative industries: ‘It is often assumed, especially in the City, that their primary role is to support the financial services and augment London’s financial competitiveness ... [But] London’s professional and knowledge-intensive business services serve clients in every other national sector, and many overseas.’
 

The LSE conclude that London Business services exert an independent influence and have strong markets in their own right.  
iii) Media (and creative)
This area covers a broad range of communications across technologies. When grouped with other activities from professional services (such as advertising), they are often referred to as ‘creative industries’.

Employment
In December 2008 Media services employment in Central London accounted for 9.1 per cent of Central London’s total employment (161,191 jobs).
 (Figure 2.7)
Figure 2.7  
Media services: London specialisations, 2008

	Media services by Standard Industrial Classification
	Employee Jobs

	SIC

2007
	Sub-sectors in which London has a specialisation within UK
	All London
	Central London
	CL share % of AL

	J
	Information and Communication

Of which:
	295,056
	161,191
	54.6

	58
	Publishing – books, journals, software
	54,481
	34,428
	63.2

	59
	Film, video, TV, sound, music
	41,382
	20,947
	50.6

	60
	Radio and television broadcasting  
	17,364
	7,693
	44.6

	61
	Telecommunications
	42,234
	25,969
	61.5

	62
	Computer and related activities
	115,298
	59,668
	51.8


Source:
Annual Business Inquiry 2008. ONS, December 2009. Selection taken from Economic Evidence 

Base. GLA, October 2009. Table 1.2.  

Notes:
1.Totals include employees jobs only (i.e. exclude self-employed). Central London has 15.6% of employee jobs in All London.

2. Table shows selected areas of specialisation in different broad sectors. It does not present a comprehensive list of all activities within each sector.

Around 30 per cent of GB jobs in this sector are located in London, including employment in radio and television, in film and video production and distribution, and in news agency activities. Media jobs are more broadly based across London than specialist professional services. The relatively low figure for broadcasting partly reflects the location of BBC White City just outside the boundary of Central London. 
Telecommunications is a Central London specialization. As a source of employment, it has now overtaken postal and courier activities, which have been declining gradually throughout the past two decades.
Employee jobs in printing have declined over the last decade but publishing has seen growth in new industries, relating to music and the visual and performing arts, film and video, and leisure software. 

Creative industries

According to the definition formulated by DCMS and adopted by the GLA, creative industries comprise employment in the visual arts, publishing, audio-visual media and performance arts, together with individuals working in creative occupations but in other sectors of the economy. Its businesses and activities require intellectual and creative input, and produce goods and services that distinguish by brand, identity and difference.
In 2005, workforce jobs in DCMS creative sectors in London were as follows: 

	70,000 – 80,000 jobs
	25,000 – 50,000 jobs
	Less than 15,000 jobs
	Unspecified

	Leisure Software
	Advertising
	Architecture
	Craft

	Music
	Film & Video
	Arts & Antiques
	Design

	Publishing & Printing
	Radio & TV
	Fashion
	Theatre


Source: 
GLA Economics. Working Paper 22: London’s Creative Sector: 2007 Update. GLA, July 2007.
Note: 
The DCMS classification covers creatively-occupied persons only. 

The government (February 2008) and the Mayor (2008; 2010 forthcoming) have active strategies for the sector, recognising its important role in both the UK and London economies.

Value
Nineteen of the top 25 European software and IT services suppliers have their headquarters in London. They generate an annual turnover of $7.8 billion.
 

The television industry is open to the global market, with total UK exports accounting for £740 million in 2006. The UK is the third largest TV market in the world, after the USA and Japan.
London produces goods and services consumed throughout the UK as well as for export. 
Impact of the recession

There is a strong economic link with the financial and business sectors, who are major purchasers of creative products, particularly advertising, architecture and software. ‘Business-led’ creative industries account for 70 per cent of creative sector products and sell almost entirely to other businesses or abroad.
 
EBS for the LDA estimated that in 2006 sales to London businesses were around £12.5 billion (or 36 per cent of total sales), with 36 per cent of the London business-to-business sales being to the financial services sector.

In addition, 58 per cent of London business-to-business sales of Information and Communication Technology (ICT) services were to the financial services sector. 
These linkages mean that the crisis in the financial sector has had a direct effect on the performance and profitability of many companies in the creative sector.
iv) Leisure
Leisure services includes Accommodation and Food Service Activities; Arts, Entertainment and Recreation; and Wholesale and Retail.
Employment
In December 2008 Leisure services employment in Central London accounted for 21.2 per cent of Central London’s total employment (377,372 jobs). (Figure 2.8)
Figure 2.8  
Leisure services: London specialisations, 2008

	Leisure services – by Standard Industrial Classification
	Employee Jobs

	SIC

2007
	Sub-sectors in which London has a specialisation within UK
	All London
	Central London
	CL share % of AL

	I
	Accommodation and Food Service Activities

Of which:
	302,944
	156,681
	51.7

	55.1
	Hotels
	51,085
	36,291
	 71.0 

	56.1
	Restaurants, takeaways
	143,377
	73,072
	51.0

	56.2
	Event catering
	55,806
	23,760
	42.6

	R
	Arts, Entertainment  and Recreation

Of which:
	114,341
	49,104
	42.9

	90
	Creative arts and entertainment
	29,472
	19,187
	65.1

	91
	Libraries, archives, museums
	17,008
	10,013
	58.9  

	92
	Gambling and betting 
	21,831
	8,335
	38.1

	93
	Sports activities, amusement and recreation
	46,030
	11,569
	25.1  

	G
	Wholesale and Retail
Of which:
	565,468
	171,587
	30.3

	47
	Retail
	376,853
	126,619
	33.6


Source:
Annual Business Inquiry 2008. ONS, December 2009. Selection taken from Economic Evidence
Base. GLA, October 2009. Table 1.2.  

Notes:
1.Totals include employees jobs only (i.e. exclude self-employed). Central London has 15.6% of employee jobs in All London.

2. Table shows selected areas of specialisation in different broad sectors. It does not present a comprehensive list of all activities within each sector.

Accommodation and Food Service Activities: Restaurants are the largest employer and this sector has shown most growth over the past decade. This is partly an impact of tourism but also of changing lifestyles. As consumer incomes have grown, more people choose to eat out rather than at home, and more often. Central London also has a high share of employment in catering, which is primarily a business service.

Arts, Entertainment and Recreation: Employment is within sport, theatre, libraries, museums and gambling. Cultural and entertainment activities are areas in which central London specialises relative to the rest of Great Britain. Performance arts thrive within Central London, including theatres, music venues and clubs. 

Wholesale and Retail: Wholesaling specialisation in London relative to UK occurs in perfume and cosmetics, clothing and electrical household appliances. 
In retail, more than 30,000 people work in the West End alone. Employment has been on an upward trend in London over the past two decades and is expected to continue on the back of rising consumer incomes and Central London’s attractions for the world’s super rich. The largest sector of specialist stores is clothing shops. Non-specialised stores comprise supermarkets and department stores. The share of retail employment accounted for by supermarkets is lower in Central London than in the rest of the country but the number of jobs has risen as national supermarkets have opened stores in the City and West End. Employment in department stores has declined over the past decade. 

Most retail businesses are now part of national or international chains and are important, not least as a source of employment. It is independent retail, however, that has traditionally provided an entry point for young people and migrants to entrepreneurial activity. Changes to the industry, both structural and technological, are making this more difficult. 
The outlook and needs of the small retail sector are very different to those of the larger operators. Often vital to the local communities that they serve, small and independent shops are an important element of the central London economy, complementing supermarkets, town-centre stores and the West End. If they are to survive, special action may be required.
  
Value

Servicing visitors plays a vital part in London’s economy. In 2008 London attracted nearly 15 million staying overseas visitors and over 11 million staying domestic visitors and visitors spent about £10.1 billion. In 2008, tourism supported 253,000 jobs in London.
 
Typically, spending per visit is higher amongst visitors from the US than from Europe, although other markets are becoming increasingly important, particularly Middle Eastern, Russian, Indian and Chinese. Levels of overseas spending depend on the fluctuation of the exchange rate. Sterling was on average 8 per cent weaker against the Euro in November 2009 compared to November 2008. The US dollar has weakened against the pound in recent months but is still far stronger then it was for most of 2007 and 2008.

Hotels and restaurants: Expenditure on hotels, bars and restaurants has been increasing. This trend is expected to continue. By 2007 London was the most expensive place in the world to eat out, having overtaken Paris and Tokyo.

Retail: Central London is the largest retail location in the UK and its offer is an attraction for visitors and residents alike.
 Central London’s retail offer is unique not just in terms of size but also distinctiveness. West End retail is widely perceived to be of international standing, with roughly one quarter of shoppers coming from overseas.

Visitor satisfaction: Ratings are highest in relation to attractions such as museums, heritage and parks, as well as for quality of service. They are still good but slightly lower on quality of accommodation, reception and cleanliness. Before the downturn, high costs were a source of dissatisfaction.
  As a high-cost city, London must demonstrate that its goods and services offer value for money if it is to remain competitive and attract repeat visits and custom.
Impact of the recession
 
Visitor numbers 
There was a fall of 9 per cent in the number of overseas staying visitors in the last quarter of 2008 and of another 9 per cent in the first quarter of 2009. Falls in the next two quarters were less than five percent and spend increased, following three quarters in succession showing a decline. 
The improvement was largely a result of American visitors returning to London in the third quarter to September. While the leisure sector in London’s Europe market was buoyant, the number of business visitors from Europe fell by 25 per cent in the third quarter. This was reflected in reduced numbers of flights and passengers to London City, Stansted and Luton airports. Heathrow and Gatwick showed small year-on-year growth.  

London has become cheaper for foreign visitors mainly due to the favourable exchange rate, making accommodation and attractions cheaper, but has also become better value for British visitors due to an increase in budget accommodation and price cutting by restaurants and shops.
 However, London did not benefit as much as the rest of UK from ‘staycations’ - UK residents taking holidays at home rather than abroad. In the nine months to September 2009, domestic volumes were down almost 8 per cent.

In the Spring of 2009 the Mayor and VisitLondon launched an international marketing campaign, Only in London, to run in Europe and North America, as well as the UK. The £2.4 million promotion was supported by the London Development Agency and included a £400,000 contribution from four Central London boroughs: Westminster, Camden, the City of London and Kensington and Chelsea. An additional £400,000 allocated by the Mayor in November meant that the campaign was extended until the end of March 2010.

The number of visitors to the capital's museums, galleries and other attractions rose by 8.4 per cent between June 2008 and June 2009, while the year-on-year total for the period April to June grew by 12.8 per cent, with visits to paid attractions increasing by 14 per cent.
  Growth slowed later in the year, with visits up by 1.9 per cent in the quarter to December. 

Theatre enjoyed a relatively good year in 2009 compared to 2008, with the value of ticket sales up by 7.5 per cent to £500 million and attendances up 5.5 per cent to 14 million.

Hotels and restaurants 
Hotels and catering in Central London appear to have proved relatively resilient during the recession. 

Overall in 2009, occupancy rates in London were up 1.2 per cent to 81.2 per cent but this was achieved through a fall in room rates across all sectors with the average daily room yield per available room down by 4.3 per cent to just under £93.
  
Even at the height of the recession, in May 2009, all hotel sectors except tourist hotels (under £75 a night) achieved increases in occupancy over the previous year. Superior deluxe hotels (over £200 a night) reported the largest growth.  Many visitors will have taken advantage of the weak British currency against the Euro and US Dollar. European visitors in May 2009 contributed around 23 per cent of all hotel stays (up from 20 per cent in 2008), while visitors from regions outside Europe and USA contributed 31 per cent (up from 27 per cent).

London hotels’ performance in December 2009, compared to a year previously, were encouraging, particularly in relation to the rest of the UK. (Figure 2.9)
Figure 2.9  
Hotel performance, 2009

	
	London
	Rest of UK

	
	December 2009
	Change 2008-09
Percentage points
	December 2009
	Change 2008-09

Percentage points

	Occupancy
	76.7%
	+5.3
	59.1%
	+0.1

	Room rate
	£117.27
	+1.9
	£60.20
	-6.5

	Room yield
	£89.93
	+7.3
	£35.61
	-6.3


Source:
PKF consulting for VisitLondon, January 2010.
Retail
The retail sector in Central London was weak in the final quarter of 2008 but sales rebounded in the first half of 2009 before falling sharply in August (down five percent by comparison with August 2008).   
Since then, the capital’s major shopping districts have seen a significant increase in trade. Central London reported December 2009 sales up over 8 percent on 2008. £1 billion was spent in the West End over the Christmas period (mid November to January sales), with most retailers reporting double digit growth. London and the West End continued to outperform the rest of the UK, which recorded a rise of only around four percent.

2012 Games  

The hosting of the 2012 Olympic and Paralympic Games provides London’s visitor economy with a huge stimulus and opportunities. There are two types of tourism impacts expected to affect Central London:

· Games-related (athletes, officials, sponsors, spectators and media visiting in the run up to and during the Games).

· Games-inspired (additional tourist visits and business events in London as a result of heightened interest in the destination).

Oxford Economics has forecast that the games will generate £2.1 billion in additional economic benefit to the UK as a whole, of which around £1.5 billion will be concentrated in London.

Lessons from Beijing 2008 and Vancouver Winter Games 2010 for a successful Games and tourism legacy, include:
· a host population which is positive and excited, and proud of their city   
· efficient transport arrangements for participants, spectators, officials and the media 

· welcoming, competent volunteers

· full stadia, with people looking as though they are having fun.
v) Public (and intellectual)
Public services include Public Administration and Defence, Education, and Human Health and Social Work Activities.
Employment 

In December 2008 Public services employment in Central London accounted for 17.4 per cent of Central London’s total employment (310,390 jobs). (Figure 2.10)
The long-term trend for the sector is downward, with 100,000 workforce jobs in London lost or privatised over the past three decades. Government policies since 1997 resulted in a steady increase in the number of Central London jobs in the public sector but this peaked before the recession. 
Figure 2.10  
Public services: London specialisations, 2008

	Public services by Standard Industrial Classification 
	Employee Jobs

	SIC

2007
	Sub-sectors in which London has a specialisation within UK
	All London
	Central London
	CL share % of AL

	O
	Public Administration and Defence
Of which:
	233,487
	98,411
	42.1

	84.24
	Public order and safety  
	58,255
	24,417
	41.9

	P
	Education
Of which:
	313,158
	91,162 
	29.1

	85.4
	Higher Education
	66,797
	39,088
	58.5

	M
	Professional, Scientific and Technical Activities

Of which:
	472, 956
	307,526
	65.0

	72
	Scientific research and development
	17,997
	10,858
	60.3

	74
	Other professional, scientific and technical activities 
	21,707
	11,681
	53.8

	Q
	Human Health and Social Work Activities
	387,724
	120,817
	31.2


Source:
Annual Business Inquiry 2008. ONS, December 2009. Selection taken from Economic Evidence 

Base. GLA, October 2009. Table 1.2.  

Notes:
1.Totals include employees jobs only (i.e. exclude self-employed). Central London has 15.6% of employee jobs in All London.

2. Table shows selected areas of specialisation in different broad sectors. It does not present a comprehensive list of all activities within each sector.

Public Administration and Defence: Employment includes the majority of central government and local government jobs, together with those of other bodies such as the police force and the fire service. 

Central London is home to national, regional and local government and related agencies, as well as cultural institutions. Government employed about 105,000 people in central London, accounting for half of London’s total public administration employment.

Specialist employment in central London is in foreign affairs and in security and judicial-related activities. 

Education; Human Health and Social Work: Employment within the health and education sector showed an upward trend throughout the 1970s and 1980s, punctuated by a significant and sharp decline in employment in the early 1990s. Since the mid-1990s, employment in health and education has once again been rising within London. 
Central London has a higher index of specialisation for higher and adult education employment than it does for primary and secondary education. This reflects the size of the University of London and other higher education facilities, including teaching hospitals. 
Higher Education adds significant value to London’s and the UK’s employment and economy. Central London accommodates 28 of London’s 41 higher education institutions (HEIs), including many that are globally recognised, contributing to London’s world-class education status. In 2004/05, more than 233,000 students were enrolled in higher education in Central London, accounting for almost two-thirds of London’s total. 56,000 students were from overseas. The sector employs 37,600 people, of whom approximately half are academic staff, with many recruited internationally.
 
‘Intellectual’ is not a category of the SIC but recognizes the role played in innovation in the Central London economy by both Higher Education and Scientific research and development, where Central London also had a high degree of specialisation (60 per cent share of jobs in London). For health science activities, see paper 3, Geographies, section 3 ii).
vi) Other sectors
Other sectors includes primary industries (Agriculture, etc); Construction; Transportation and Storage; and Other Service Activities (defined below).
Employment 
In December 2008 employment in other sectors in Central London accounted for 10.1 per cent of Central London’s total employment (179,717 jobs). (Figure 2.11)
Figure 2.11  
Other sectors: London specialisations, 2008

	Other sectors by Standard Industrial Classification 
	Employee Jobs

	SIC

2007
	Sub-sectors in which London has a specialisation within UK
	All London
	Central London
	CL share % of AL

	ABDE
	Agriculture, Fishing, Mining, Utilities 
	27,713
	9,344
	33.7

	C
	Manufacturing
Of which:
	122,400
	21,316
	17.4

	18
	Printing including newspapers, and reproduction of recorded media  
	20,468
	5,762
	28.2

	F
	Construction
	140,525
	36,974
	26.3

	H
	Transportation and Storage 
Of which:
	236,888
	59,496
	25.1

	49.1,2
	Rail transport (passenger and freight)
	12,914
	7,128
	55.2

	49.3
	Other passenger land transport  
	51,183
	13,618
	26.6

	51,1
	Passenger air transport 
	42,463
	1,608
	3.8

	52.2
	Support activities for transportation
	60,817
	21,186
	34.8

	S
	Other Service Activities
Of which:
	102,093
	52,587
	51.5

	94.1
	Activities of business and employers organisations 
	16,148
	14,695
	91.0

	94.91
	Activities of religious organizations
	12,957
	8,004
	61.8


Source:
Annual Business Inquiry 2008. ONS, December 2009. Selection taken from Economic Evidence 

Base. GLA, October 2009. Table 1.2.  
Notes:


1. Includes employees jobs only, excludes self-employed. Central London has 15.6% of employee jobs in All London.

2. Table shows selected areas of specialisation in different broad sectors. It does not present a comprehensive list of all activities within each sector.

Central London, relative to All London, has a high proportion of employees in Other Service Activities, mainly relating to jobs in types of organisation specified as religious, business and employer, professional, trade union and political.  

Within sectors where London does not have a specialisation overall, there is the odd sub-sector where it does, notably Rail transport, which includes employment on the Underground. 
Manufacturing: Thirty years ago, one in five London jobs were in manufacturing, but the sector has been in long-term decline. Inner London boroughs had lost most of their production jobs by the early 1980s and much of Outer London’s manufacturing base had gone by the end of the century. 
Manufacturing covers a wide range of activities. In 2008 the two sectors with the highest number of employee jobs were in Printing and Food, drink and tobacco. 
Parts of manufacturing, particularly those related to green technologies, might be stimulated to grow, though probably not in Central London.
Construction: Employment in the construction industry includes trades and operatives, design and technical professionals and office staff.  

While the statistics suggest that Central London has a relatively low share of employment in the sector, assessing employment in construction is complicated by three factors. First, almost half of people employed in the construction sector are self employed. This means that they do not appear in the Annual Business Inquiry survey of employees.
 Second, for recording purposes, jobs are allocated by location of the headquarters of the business not the site of construction. Third, the construction workforce is highly mobile with many workers moving from project to project. Together, this means that published employment data will under-represent the number of construction workers employed within Central London. 
The number of workforce jobs in construction in London has been in gradual decline since the early 1970s and closely reflects cycles of economic activity. There was a particularly sharp contraction in employment in the early 1990s, followed by recovery over the decade to 2008 and the onset of recession. 
London will be cushioned, to some extent, by commitments to sustain a housing programme and two other huge projects: providing facilities to host the 2012 Olympics (£9.3 billion) and building Crossrail (£15.9 billion). 

Looking ahead, long-term decline is expected to continue.

Transportation and Storage: London’s specialisations include air transport, passenger land transport (with its large public transport network), travel/transport agencies and supporting transport activities. The largest employment sector in transport is passenger land transport, with jobs spread across employment on buses, trains, tubes, taxis etc. However, much of the increase in transport employment over the last decade has been in air transport.  

3. EMPLOYMENT FORECASTS
i) Short term 
GLA’s latest All London forecasts (October 2009) relate to the Standard Industrial Classification 2002. (Figure 2.12) 
· Output (London GVA growth) is forecast to be negative in 2009 (-3.5 per cent) and 2010 
(-0.2 per cent), but positive in 2011 (1.5 per cent).
· Employment (workforce jobs) is forecast to fall in 2009, 2010 and 2011.

Figure 2.12  
Projected output and employment growth: by sector in London, per cent annual change 2010 to 2012 

	
	 
	2010
	2011
	2012

	Financial services 

	
	Output 
	1.8
	4.4
	4.9

	
	Employment 
	-2.8
	0.6
	1.6

	Business services 

	
	Output 
	0.1
	4.0
	4.9

	
	Employment 
	-1.3
	1.7
	2.9

	Financial and business services combined 

	
	Output 
	0.8
	4.2
	4.9

	
	Employment 
	-1.6
	1.5
	2.6

	Distribution, hotels and catering

	
	Output 
	2.3
	3.4
	2.7

	
	Employment 
	1.3
	3.4
	2.3

	Transport and communications

	
	Output 
	0.9
	2.4
	3.2

	
	Employment 
	-0.7
	1.3
	1.6

	Other (mainly public) services

	
	Output 
	0.3
	-0.1
	0.2

	
	Employment 
	0.2
	-1.0
	-1.3

	Manufacturing

	
	Output 
	2.0
	2.1
	2.2

	
	Employment 
	-2.5
	-1.3
	-0.4

	Construction

	
	Output 
	-1.9
	2.5
	2.8

	
	Employment 
	-0.2
	1.6
	1.8


Source:
London’s Economic Outlook: Spring 2010. The GLA’s medium-term planning projections. 
GLA, June 2010, p.33. 
GLA predict that:

· With recovery in global corporate activity, opportunities for the financial services and business services sector in London will again arise. 
· Following trends seen in previous downturns both commercial and residential real estate will also bottom out, and activity within this sector will again increase. 
· With a reduction in personal debt levels, a stabilisation in the labour market and increases in consumer confidence as the recession ends, consumer-focused industries will again be able to grow.
 

ii) Longer term 
Employment projections for London by various forecasters
 show that, by 2018 at the latest, employment will have recovered to the level observed before the recession. (Box 2-D)
	Box 2-D  


GLA employment projections for London, 2008 to 2031
Projections prepared for this Plan suggest that the total number of jobs in London could increase from 4.68 million in 2007 to 5.45 million by 2031 – an additional 750,000 jobs over the period as a whole.

Manufacturing is predicted to continue to decline, from 224,000 jobs in 2007 to 89,000 by 2031, while business and financial services could grow from 1.56 million in 2007 to 1.98 million in 2031, representing 38 per cent of the new jobs (excluding sectors with falling employment such as manufacturing) projected between now and 2031. 
Jobs in leisure and personal services are projected to grow by 360,000 (about a third of projected new jobs) and those in hotels and restaurants are set to grow by 235,000 (about a fifth of new jobs). 

Other sectors where growth might be expected include health and education, which could see around 54,000 more jobs and retail (36,000 new jobs).
Source:  Consultation draft replacement London Plan. Mayor of London, October 2009, para. 1.22.



LSE projections
Some economists at the LSE believe GLA projections of employment growth to be an overstatement.
 They identify three problems in reliably identifying employment trends:

· Poor quality of employment data available for London from regular national sources

· High degree of volatility and cyclical sensitivity of the contemporary London economy

· Impact of one-off and unique developments. 

LSE forecasters expect that employment in London will rise by around 20,000 jobs per annum over the next 20 years. This is about half the rate assumed in The London Plan, despite both sets of projections being based on the same data record. 
According to the LSE, the difference arises for three reasons:

· Principally, because GLA Economics projection methodology does not make allowance for the ‘strong degree of cyclicality contributing to London’s growth in the late 1990s.’ In other words, the 1990s were a period of exceptional growth, not the norm on which projections should be based. 

· Secondly, the lesson from recent history is that upturns, when they come, increasingly have tended to be ‘job free’. 
· Finally, a presumption by the LSE forecasters that government plans are likely to boost population growth much more than jobs growth. 
Business forecasts
In 2009 business leaders were asked to identify the fastest growing sector to 2020. Over 300 responded, citing:

· Low carbon and renewable energy: 43 per cent

· Science & technology: 20 per cent

· Media & entertainment: 15 per cent.

KEY CHALLENGES
	2
	Sectors – Challenges for Central London 

	2.1
	Re-establishing clear and predictable tax and regulatory regimes to enable London to maintain its leading position in global financial and business services

	2.2
	Using the 2012 Games to present to the world the UK’s media, creative and cultural strengths and achievements

	2.3
	Developing expertise in sub-sectors that are able to respond to the growing market opportunities in the areas of climate change mitigation and adaptation


Appendix:  Sources

References in the footnotes refer to publications, as follows:
	Reference


	Details of publication
	Date of publication

	CLP 2008 
	A World Class Economy: Sustaining and Sharing Success.
Central London Partnership
	March 2008

	GLA 2008
	London’s Central Business District. Its global importance. 

GLA Economics
	January 2008

	GLA 2009(1)
	Rising to the Challenge: The Mayor’s Economic Development Strategy for Greater London (Public Consultation Draft). 
Greater London Authority 
	October 2009  
[Final version May 2010]

	GLA 2009(2)
	Economic Evidence Base. 
Greater London Authority 
	October 2009

[Updated June 2010]

	GLA 2009(3)
	Third Economic Recovery Action Plan Update. Greater London Authority  
	November 2009  

	GLA 2009(4)
	Investing For Recovery – A New Deal For London. Greater London Authority / London Councils 
	December 2009  

	GLA 2009(5)
	London’s Economic Outlook: Autumn 2009 (GLA’s medium-term planning projections). 
Greater London Authority  
	October 2009

	GLA 2009(6)
	The London Plan: Spatial Development Strategy for Greater London (Consultation draft replacement plan). 
Greater London Authority 
	October 2009

	GLA 2009(7)
	Mayor’s Transport Strategy (Public Draft). 
Greater London Authority 
	October 2009
[Final version May 2010]

	LSE 2009
	London’s Place in the UK Economy, 2009-10. 
LSE for City of London Corporation
	October 2009 

	LSEB 2009(1)
	London Story (2009 update).
London Skills and Employment Board 
	December 2009 

	LSEB 2009(2)
	Strategy to 2014. 
London Skills and Employment Board 
	December 2009


All other publications are referenced in full in footnotes. 
A schedule of frequently-used publications in the preparation of the Central London Economic Assessment is included in the Central London Prospectus, p.26.
� A World Class Economy – sustaining and sharing success. Central London Partnership, March 2008.


� Published in December 2009.


� Media covers a broad range of communications across technologies. When grouped with other activities from professional services (such as advertising), they are often referred to as ‘creative industries’.


� ‘Intellectual’ is not a term used by the SIC but recognizes the role played in innovation in the Central London economy by Higher Education and scientific research and development.


� Areas of specialisation are taken from GLA 2009(2), Table 1.2. The breakdown of employment by sectors has been supplied from the Annual Business Inquiry 2008 by the City of London Corporation (Nigel Wilkins).








� Descriptions in this section draw on a paper by Richard Prothero for GLE Economics, An analysis of London’s employment by sector. Working Paper 24, September 2007.


� GLA 2008.


� London World Capital of Business. Booz & Co for the Mayor of London, October 2009. 


� Total tax contribution: PricewaterhouseCoopers LLP second study of the UK financial services sector for the City of London Corporation, PricewaterhouseCoopers for the City of London Corporation, December 2009.


� According to LABS, in LSE 2009, p.34.


� IFSL Research, International Financial Markets in the UK, May 2009, in GLA 2009(2), p.67.


� LSE 2009, p.3.


� GLA 2008, p.10.


� GLA 2008, p.10.


� The Turner Review: a regulatory response to the global banking crisis. Financial Services Authority, March 2009. 


� Subjects for reports for HM treasury included: The future of UK financial services (Sir Winfried Bischoff); Corporate governance (Sir David Walker); Insurance (Andrew Moss); Fund management (Robert Jenkin).


� Reforming financial markets, HM Treasury, July 2009.


� On 20 July 2009 Conservative Treasury Opposition Spokesman George Osborne published From crisis to confidence: plan for sound banking, a proposal for a Conservative government to: give the Bank of England responsibility for macro prudential regulation; give the Bank micro prudential powers to regulate banks and building societies, with power to regulate their pay and risk structures; abolish the Financial Services Authority; and create a Consumer Protection Agency.


� Walker Review of Corporate Governance of UK Banking Industry. November 2009. Sir David Walker is a former Executive Director of the Bank of England and former chairman of Morgan Stanley International.


� ‘There is a tipping point where changes in the business environment – both in terms of regulation and taxation – begin to effect a country’s competitiveness and damage the ability to attract top talent, which may choose to move to rival financial centres.’ Stuart Fraser, Chairman of Policy and Resources Committee, City of London Corporation, 9 December 2009.


� GLA 2009(2), p.69.


�London World Capital of Business. Booz & Co, for the Mayor of London, October 2009.


� Understanding the economic performance of London’s sectors, London Development Agency, December 2007.


� LSE 2009, p.36.


� Excludes advertising, shown under Business.


� Cultural Metropolis: priorities for culture 2009–2012. Mayor of London, 2008; From the Margins to the Mainstream. DCMS, 2008.


� ThinkLondon (2006 data).


� GLA 2008, p.22.


� Understanding the economic performance of London’s sectors. London Development Agency, December 2007.


� See recommendations in A Balance of Trade. Report of the Commission on Retail Conservation, sponsored by the Royal Borough of Kensington and Chelsea, May 2007.


� London Tourism Action Plan 2009-13. LDA 2009.


� Zagat’s 2008 London Restaurant Guide. 2007.


� Sub-Regional Development Framework – Central London. Greater London Authority, May 2006.


� GLA 2008, p.15.


� LSE 2009, p.38.


� Unless referenced otherwise, data included in this section is taken from London Monthly Trends. VisitLondon, January 2010.


� Lonely Planet's Best in travel 2010 survey, published in November 2009, placed London in its list of the world's top 10 ‘best-value destinations’, a change from 2007 when it was rated the second most expensive city.


� VisitLondon, 22 January 2010.


� VisitLondon, 20 August 2009.


� Society of London Theatres, quoted in Financial Times, 28.02.10.


� PFK Hotel Consultancy Services. 25.01.10.


� Visit London, 22 January 2010.


� London Tourism Action Plan 2009-13. LDA,  Autumn 2009.


� The Value of the London 2012 Olympic and Paralympic Games to UK Tourism. Oxford Economics, September 2007.


� ONS (NOMIS), 2005.


� CLP 2008.


� For a fuller review of the construction sector, see Laying the foundations: London's construction industry. GLA Economics, 2006.








� GLA 2009 (2), p.69.


� Cambridge Econometrics, Experian Business Strategies, GLA Economics and Oxford Economics.


� LSE 2009.


� ICM, for Department for Business, Innovation & Skills. August 2009.
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