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Economic Evidence Base for London 2016

Executive summary

This document seeks to provide consistent data and analysis

of London’s economy for strategy development purposes (for
instance to support the development of the London Plan, Economic
Development Strategy and Transport Strategy). The executive
summary provides a condensed outline of the main findings from
the economic evidence base with individual chapters providing
more detail.

On many measures London’s economy is very successful. In 2014 London’s economic output (its
‘Gross Value Added”) totalled £364 billion; twice the size of the economies of Scotland and Wales put
together.

Indeed if London’s economy is considered against European countries (on a comparable basis) it
would rank as the eighth biggest economy (see Table 1); London’s economy is larger than Belgium,
Sweden, Austria or Norway for example.

Table 1: Size of European economies and London, 2014 (Million PPS (purchasing power
standard)

1 Germany 2,795,700
2 France 1,937,806
3 United Kingdom 1,933,613
4 | ltaly 1,604,114
5 Spain 1,163,000
6 Poland 714,521
7 Netherlands 605,554
8 London 436,937
9 Belgium 362,995
10 Sweden 326,823

Source: Eurostat. Note: PPS is an artificial currency unit used to compare countries or cities, on a consistent basis: one PPS
can buy the same amount of goods and services in each country.

London’s economic success is further illustrated by the fact that, contrary to the country as a whole,
London runs a trade surplus with the rest of the world. As a result, London’s economy provides a
net injection to the national economy which, through supply chain linkages, helps to drive economic
activity across the country. The more international trade London engages in the more economic
activity there is likely to be for the rest of the UK.
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International trade is an important influence on London’s economy because it increases the size of
the market into which London’s businesses can sell (or buy from): the bigger the market, the more
economically viable it is to focus on specialised products or services. As a result, globalisation - the
increasingly connected and integrated nature of the international economy - has led to structural
change in London’s economy — with London specialising in a number of internationally competitive
business areas.

Figure 1 shows that London’s economy is specialised (in the sense that it has a greater proportion

of employment in a particular sector when compared to the rest of the country) in financial and
insurance activities and this is also London’s biggest area of economic activity (accounting for

almost a fifth of London’s GVA and over 4 per cent of the entire UK’s economic output). Similarly,
London is specialised in information and communication, professional services and real estate — which
together account for another third of London’s economic activity. What Figurel also shows is that,
unsurprisingly, London is not specialised (in relation to the rest of the country) in activities that might
be considered to be land-intensive, like agriculture and traditional manufacturing.

Figure 1: Indices of Specialisation' compared to output share, London, 2014
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Many of the sub-sectors within the broad sector headings outlined in Figure 1 are internationally
competitive specialisms — where London exports a significant amount of services. Some examples
include air transport; film/TV/music; creative, arts and entertainment activities; computer
programming and consultancy; finance (e.g. securities and fund management activities); legal and
accounting services; and, advertising — all of which have a significant concentration in London (as
compared to the rest of the country). More detail on London’s trade and specialisation is provided in
Chapter 1 of the evidence base.



This sectoral specialisation has also, to a degree, manifest itself in a spatial specialisation or
concentration. So particular (and many) functions of London’s economy have tended to locate in
certain areas of London — primarily central London.

This is because central London offers a number of features that can’t be found in combination in many
other places in the UK or the world over. London is an attractive location for international businesses
given its well-established legal, political and regulatory frameworks; the use of the English language as
a means of international communication; international transport links; and, a low rate of corporation
tax amongst other factors. This attractiveness to business is highlighted in many global city ranking
indices (for instance ranking as the leading global city according to the PWC Cities of Opportunity and
the Global Financial Centres Index). Indeed 40 per cent of the world’s largest 250 companies base
their European headquarters in London. Moreover, central London additionally offers businesses good
access to a deep and highly-skilled labour force, a range of complementary markets (both in terms of
businesses able to serve or supply (input markets) and businesses willing to buy the product or service
(output markets)) and the benefits of spill-over effects such as the rapid transfer of innovation and
knowledge. These so-called “agglomeration benefits” bring benefits to the economy over and above
those that accrue to the individual firms themselves. As a result, whilst the UK and London offers

an attractive base for many businesses, central London has a particular attraction for many globally
competitive firms who want to locate near to one another.

The attractiveness of London to global businesses means there are many internationally attractive
employment opportunities available in London — one of the factors which encourages people to live in
the capital. However, other factors also make London an attractive place for people to live and work.
These can include London’s culture and heritage; the access to green space in London; and, access to
good quality schools and health care. London’s attractiveness to people is evidenced by its population
growth in the recent past, with London’s population growing by an average of around 95,000 a year
since 2000 (and consistently over 100,000 a year since the economic downturn of 2008/09). Much
of this increase has been from international migration — making London a very diverse city with 37 per
cent of the population born overseas.

Map 1 shows the number of people who, using public transport and a 45-minute travel time, could
travel to individual wards within London. It shows that up to 2.7 million people could get to the
areas marked in dark red within 45 minutes. This illustrates the attractiveness of central London to
businesses particularly reliant on skilled labour; London’s radial transport system opens up a huge
labour market to firms located in central London. Many of these workers will also come from outside
London’s boundaries principally from the Greater South East. Indeed in some parts of the Greater
South East, London accounts for the place of work for over 40 per cent of that area’s total workforce.
As a result, London is a highly-skilled city with over half of all workers in the capital educated to at
least degree level.
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Map 1: Population accessibility by public transport within 45 generalised minutes, by ward
in London

D Local Authority boundary '

921,852 - 2,706,172

645,607 - 921,851

414,209 - 645 606
Source: Inter-Departmental Business Register, Office for National Statistics

: _ 233,439 - 414,208
Contains National Statistics data @ Crown copyright and database right 2015 4355 - 233 438
@ Crown Copyright and database right 2015, Ordnance Survey 100032216 L : - ¥

Source: GLA Intelligence Unit

The product of all these factors is a concentration of employment at the centre of the city. Map 2
shows the number of employees per square km. In essence the preference revealed by companies’
business location decisions is that they want to locate near the centre — near to one another —in
order to benefit from central London’s agglomeration benefits. These agglomeration benefits further
underpin London’s international comparative advantage with research suggesting that the areas in

which London specialises — such as financial and business services - are those areas that benefit most
from agglomeration economies.

GLA Economics 7
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Map 2: Number of employees per square kilometre in 2014 in London
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This competition for space in the centre of London puts upward pressure on the price of land

and means businesses in London have to be very competitive to survive. This competition drives
productivity which is reflected in ONS productivity figures showing that London’s economy is around
30 per cent more productive than the UK average.

This productivity, trade and general level of economic activity also drives significant fiscal surpluses.
In 2013-14 it is estimated that London raised £34 billion more in taxes than was spent in London from
public expenditure. This is the highest amount of any region or country of the UK (with the South
East and East of England the only other regions to make a positive contribution to the Exchequer).
To put this figure in context, public deficits are usually represented as a proportion of annual GVA/
GDP. In 2013-14 London’s net fiscal surplus was equivalent to around 10 per cent of London’s GVA,
at a time when public sector net borrowing for the UK as a whole was running at almost 6 per cent
of GDP?. Indeed despite the economic downturn in 2008-09 London continued to generate a fiscal
surplus for the country as a whole — and has done for at least the past two decades or so. More
detail on London’s spatial economy and the competition for land is provided in Chapters 2 to 4 in the
evidence base.
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However, London’s economy is about more than central London alone. Indeed, whilst many of the
globally competitive businesses that locate in the very centre of the city (to access a large pool of
highly-skilled labour and to feed off one another to do business), other sectors - particularly those
serving local markets - need to be located near to consumers. These sectors (e.g. retail, health,
education, local government etc) tend to have their employment spread much more widely across
London — providing local employment opportunities for London’s residents. Indeed the majority of
London’s employment is located outside central London — spread across London as a whole.

As noted earlier, London’s attractiveness as a place to live and work is illustrated by the growth in

its population in recent decades. London’s population now stands at 8.7 million, the highest it has
ever been and more than Scotland and Wales put together (despite London accounting for just 1.6
per cent of the combined land area of Scotland and Wales). This population drives a significant level
of demand for a wide range of locally delivered goods and services: retailers to supply the food and
goods required to live; teachers to teach London’s schoolchildren; health care professionals to run
London’s hospitals, GP surgeries and care services for example. Central London businesses also drive a
demand for goods and services that are, in part, serviced by businesses located in the rest of London.

This level of demand means that a significant number of people are employed in London in these
sectors. Over half a million people in London are employed in health and social work activities.
Similarly, over 400,000 people in London are employed in the retail and education sectors respectively.
As such these three sectors each employ more people in London than are employed in London’s
financial and insurance services. In all, London employs more than 200,000 people in 13 different
broad sectors; London is a diverse economy.

Projections for London’s population and employment suggest London will continue to grow over the
next few decades although there are upside and downside risks to these projections. One of the main
potential future influences on these projections is the final outcome from the referendum vote to leave
the European Union (EU). The nature and scale of any long-term impact from the vote is unknown at
the moment and will depend to a large extent on factors like the trade deals that are negotiated with
the EU and non-EU countries and any change to the UK’s existing migration system (including the
free movement of labour within the EU). More detail on the projections and the numerous risks to
those projections are set out in Chapter 6 of the evidence base.

As shown above, central London is a hub for global business services: generating significant levels of
employment, substantial levels of service exports together with considerable fiscal surpluses for the
UK as a whole. However, this evidence base sets out a number of risks to London’s future economic
prosperity. If these risks are not mitigated then central London risks losing its attractiveness to both
business and people, which could in turn erode the agglomeration benefits. Ultimately this would
result in London losing its international competitiveness, with businesses choosing to move their
premises not to elsewhere in the UK, but to another country. If this were to happen the UK would
lose the employment, exports, spur to productivity and significant fiscal surpluses that are currently
generated by central London businesses; this would be a loss to the UK as a whole, not just to
London.

In essence, London’s success and its attractiveness to businesses and people bring about a number of
issues that need management if London is to continue to prosper.

The number of people and businesses that want to locate in London means there is intense
competition for land in London which results in some of the highest land and property prices in the
UK and across other global cities. Over the past couple of decades or so there have been strong rises
in London house prices which are far higher than the rest of the country. The gap in average house



prices between London and the rest of the country has grown wider every year since 1995 with the
exception of 2009. House prices are, on average, over 10 times average earnings in London and
therefore represent a significant barrier to many Londoners looking to own their own home in London.
High house prices also knock on to high rental prices with the relative costs of private renting

having risen sharply in London compared to other English regions in the past decade or so. Such

high housing costs — high by international, not just domestic, standards - reduce the affordability of
London. Whilst London’s population has continued to rise in the past few decades, there is a risk that
the affordability of London reduces to such an extent that London loses its attractiveness as a place to
live and businesses find it increasingly difficult to fill the vacancies they have.

There is also a risk that high demand for housing may crowd out commercial (including industrial)
uses of land. Evidence from the London Development Database suggests that Permitted Development
Rights introduced in May 2013, which allow conversion of offices to housing without the normal
planning procedures, are having a considerable impact on the stock of office space in some boroughs.
In the period 2008 to 2013 the percentage of residential units completed on land classed previously
as office use was around 12 per cent, but in 2014/15 this increased to 24 per cent. Similarly to
population, whilst the number of businesses located in London has continued to increase over at least
the last decade or so (with the exception of 2008/09), there is a risk that business premises become
too expensive such that businesses no longer find it profitable to operate in London.

The economic evidence base highlights a number of other, what may be considered as, ‘congestion
costs” which, if left unchecked or unmanaged, could risk London’s future attractiveness to both
business and people.

One such cost derives from the pressures on London’s transport network. Many parts of London’s
private and public transport networks suffer from significant congestion and overcrowding; London
also has limited airport capacity. There are similar pressures in other parts of London’s infrastructure
network. London’s significant population growth has put a strain on many public services including
school places, health services and social housing for example. London’s growth is estimated to
increase overall energy demand by 20 per cent by 2050. Moreover, without intervention it is predicted
that London will have a deficit in water supply of half a billion litres of water per day by 2050.
London’s growth also puts significant pressure on its natural capital — those elements of the natural
environment which provide goods and services. Issues like air pollution, noise disturbance, flooding
and climate change more generally all pose risks to London’s future growth (see Chapter 7 for more
detail).

And for all its apparent success in terms of economic output, trade and tax raising potential, not
everyone benefits equally from London’s prosperity.

Whilst London’s employment rate is currently at the highest level it has been since at least 1992, it
remains below that for the UK as a whole. Women with dependent children in London in particular
are less likely to be in employment than their counterparts in the rest of the country. London’s
unemployment rate is also higher than that for the UK as a whole.

Between 2008 and 2015 London’s nominal median gross hourly wage increased by 8.4 per cent. This
was the slowest rate of increase across all 12 UK regions (with the average rate of growth 11.5 per
cent for the UK). This coupled with the rise in costs over the same period, with increases in housing
costs, transport costs, childcare costs and fuel costs have all combined to reduce the affordability

of living in London in recent times. Indeed almost half of London households have less disposable
income, after accounting for housing costs, than equivalent households in the rest of the UK.
London’s labour market performance is considered in Chapter 9 of the evidence base with London’s
socio-economic issues considered in detail in Chapter 10.



Poverty levels among London’s population, after taking account of housing costs, are much higher

in London than the UK as a whole. Up to a third of all inner London residents are in poverty on this
measure and nearly a quarter of outer London residents, which is also higher than for any other UK
region. The situation is even more acute for child poverty; 46 per cent of households with children are
in poverty in inner London and 33 per cent in outer London (the highest rates of any UK region).

There is a correlation between socio-economic inequalities and health inequalities in London; health
outcomes differ between different population groups and by location as well as when broken down

by educational attainment, housing tenure and employment status. To this end, London faces certain
health issues that are unique in England. Around two fifths (43 per cent) of all people living with
diagnosed HIV in the UK live in London, and London accounts for two fifths of all tuberculosis cases in
England. Many Londoners are also affected by a mental health disorder, with two million people in the
capital estimated to experience some form of mental ill health every year.

On average, Londoners reported the lowest levels of life satisfaction, happiness and feeling the things
they do in life are worthwhile and the highest anxiety rating of any UK region. In 2015/16, London’s
average anxiety rating was 3.04 (out of 10) - significantly higher than the England average of 2.87 in
statistical terms. Londoners rated themselves as feeling relatively less satisfied with their life nowadays
— giving an average score of 7.51 out of 10, again significantly lower than the UK average of 7.65
statistically speaking. These average figures can however mask differences in the share of respondents
who report low levels of personal wellbeing (or high levels of anxiety) that may be of particular
concern.

So whilst, on many measures, London is a very successful economy, there are many risks to London’s
future economic prosperity and instances where London residents are not benefitting from London’s
economic success. The body of the evidence base considers these issues in more detail.

1 Index of specialisation is calculated as follows: (sector employee jobs in London / all employee jobs in London) / (sector
employee jobs in Rest of GB / all employee jobs in Rest of GB). Both GVA and employee jobs numbers refer to 2014.

2 OBR public finances databank — UK public sector net borrowing requirement for 2013-14 (http://budgetresponsibility.
org.uk/data/)
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Introduction

In his report into the ‘Further Alterations to the London Plan’

the Planning Inspector recommended there be an immediate full
review of the London Plan’. As part of this full review, the economic
evidence base which underpins the London Plan as well as a range
of other Mayoral strategies has been updated. A draft evidence
base was published in February 20162

The “City for All Londoners” publication sets out the Mayor’s vision for London which will be
developed further in individual strategies®. To support that strategy development, this report sets out
the economic evidence base. It represents data available up to the beginning of October 2016.

As well as the executive summary, the economic evidence base consists of 10 chapters. Chapter

1 looks at London’s position in the global economy and the forces of globalisation acting upon it.
Chapter 2 looks at the spatial characteristics of London’s economy. Chapter 3 looks at commuting and
London’s transport system. Chapter 4 looks at the use of land across London — including for housing.
Chapter 5 sets out some indicators of London’s economic success. Chapter 6 looks at some of the
main risks likely to face London’s economy in the next few decades with Chapter 7 looking in more
detail at London’s environment. Chapters 8 and 9 look at London’s population and its labour market
respectively before Chapter 10 looks at other socio-economic issues in London.

Any comments on the economic evidence base should be directed to GLAEconomics@london.gov.uk.

Introduction endnotes

1 Planning Inspector’s report into the Further Alterations of the London Plan: https://www.london.gov.uk/file/20679/
download?token=DPerSdTu
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1: London’s economy, trade and specialisation

1.1 Key points

® |ondon is an international city with a long history shaped by globalisation. The
capital’s interconnectedness with the global economy has led to increased trade and
allowed industrial specialisations to emerge; over time, this has caused significant
changes to the structure of London’s economy.

As measured by GVA, London’s total economic output was worth around £364
billion in 2014, 6.8 per cent higher than in 2013". In 2014, London accounted for
22.5 per cent of the UK’s total GVA, up from 18.9 per cent in 1997.

In 2014, London’s service exports totalled £92.1 billion, with London accounting
for over two-fifths of the UK’s total export of services. London’s largest exporting
sectors were in financial services, travel services; and in the real estate and
professional, scientific and technical activities sector.

Europe accounted for 52 per cent of total UK service exports in 2013, with the
European Union accounting for around three-quarters of the European continent
total.

London exported around £28.7 billion worth of goods in 2014, a 23 per cent
increase on 2003. Therefore London’s total exports (goods and services) are
estimated to be worth £120.8 billion in 2014.

The structure of London’s economy has changed over the last 40 years, with
significant increases in jobs in service sector activities. However the number of jobs
in the manufacturing sector in London has fallen by 85 per cent since 1971.

Between 1971 and 2015, the total number of jobs in London has increased by
almost one million. The Professional, scientific and technical activities sector
accounts for the largest number of jobs, at 755,000 (or 14 per cent).

GLA Economics
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Compared to Great Britain, London is specialised (in terms of jobs) in both the
Information and communications sector and the Financial and insurance activities
sector. Within these broad sectors there are a large number of significant sub-
sectors of particular specialisation within London. In addition to this specialisation,
there are significant levels of employment in a number of broad sectors — making for
quite a diverse economic structure.

London has higher levels of labour productivity when compared to the rest of the
UK. The GVA per workforce job for London is around 36.5 per cent higher than the
UK as a whole.

In terms of economic output, the Financial and insurance activities sector is the
largest single sector in London, generating £68.7 billion of GVA and accounting for
18.9 per cent of London’s total economic output.

The spatial make-up of London’s economy shows that other industrial sectors

are important to different boroughs. The Financial and insurance activities sector
accounts for 66.6 per cent of total output in the City of London; whereas in
Hillingdon, the Distribution, transport, accommodation and food sector accounts for
39.7 per cent of output; and in Barking and Dagenham, the Production industries
account for 21.2 per cent of total output.

Through trade and specialisation, London has become a major global city. However,
in terms of sheer size, New York and Tokyo generate more total output; whereas
cities such as Shanghai and Singapore have been growing faster, with compound
annual growth rates averaging over 5 per cent between 2006 and 2014, compared to
2.4 per cent in London.

GLA Economics 15



1.2 An overview of London’s economy

London is an international city with a long history shaped by globalisation. There are many reasons
which explain how London has developed over time; such as its geographical position, well-established
political, legal and requlatory frameworks; through to London’s historical position as a location for
trade all of which mean London has established itself as a major centre of economic activity (these
points are discussed in more detail within Chapter 5). Through becoming more interconnected with
other nations, there have been increases in trade, leading to London developing industrial specialisms
over time. The role of trade has therefore caused significant changes in the structure of London’s
economy over time.

London’s comparative advantage - referring to the ability to carry out one economic activity more
efficiently than another - has shifted over time, as the city has moved its resources from less
productive to more productive uses. These developments have not necessarily followed the same
pattern as the rest of the UK; London today has greater exports within certain sectors, and different
employment specialisms within industries than the rest of the UK (at the same time as there being
some sectors where London is less specialised than the rest of the UK).

This chapter provides an overview of how London’s economy has developed over time and the forces
acting upon it. It looks at the role of trade in explaining how activity in London has shifted from lower
productivity to higher productivity activities. It also acts as the lead in to the rest of the Economic
Evidence Base. The role of trade and shifts in economic activity have led to changes in the spatial
nature of activity (which is considered further within Chapter 2), and London’s development as a
location for business and people are considered within Chapter 5.



1.3 London as a location for trade

Throughout history, London’s economy has been shaped by trade — both within the UK and
internationally. Figure 1.1 shows the growth of global trade over time. As a result, over time London
has developed particular specialisations and comparative advantages, with much of the capital’s
recent history being shaped by the growth of the City of London as a centre of finance, and the
agglomeration of activity and services which have been created through the capital’s development
as a leading centre for business. London is both an importer and exporter of goods and services, and
attracts investment from around the world. London has therefore developed a leading position in the
global economy (evidence of which is provided in further detail within Chapter 5).

More generally, openness to trade is vital to any economy since trade grows the size of markets,
encouraging specialisations and increasing the returns to innovation, driving growth, and enabling an
economy to benefit from new technology. Trade brings greater competition and encourages firms to be
as efficient as possible by encouraging economies to exploit their comparative advantage.

Figure 1.1: Changes in global trade and GDP over time
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One way in which the openness of an economy to trade can be measured is by summing total exports
and imports of goods and services, and representing the findings as a share of gross domestic product
(GDP). Whilst the UK’s openness to trade (as measured by trade to GDP ratio) dipped slightly in 2014,
as shown in Figure 1.2, in 2013, the last year for which all country’s trade and GDP data is available,
the UK was ranked third highest among G8 economies (behind Canada and Germany), with a trade to
GDP ratio of 61.6 per cent?.



Figure 1.2: The UK’s openness to trade - imports and exports as a percentage of GDP
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1.3.1 London’s international trading position

While there are extensive data on the UK’s trading position (i.e. levels of imports and exports) directly
available from the Pink Book (the annual publication by the ONS that details the UK’s balance of
payments), data on London’s trading position is scarcer, and this section of the chapter will bring
together a variety of data to evidence the importance of trade to London’s economy.

For the UK as a whole, the absolute levels of trade have been increasing (even when accounting for
changes in prices). However, the UK has run a trade deficit for most of the past 20 years. In 2014, the
total value of both imports and exports were in excess of £500 billion, with a trade deficit of £34.5
billion, as shown in Figure 1.3.



Figure 1.3: The UK’s international trading position
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In contrast to the position at the national level, previous analysis undertaken by GLA Economics
estimated that London ran a trade surplus. The London Business Survey estimated that businesses
exported £28 billion more than they imported in the year to mid-2014. However these statistics and
those from the ONS Pink Book are not consistent with one another so some caution is required with
this finding.

While data on London’s exports of goods are readily available from the HM Revenue and Customs
“Regional Trade Statistics” publication, a consistent series of estimates for exports of services has

not previously been available. GLA Economics have previously undertaken in-house estimates of the
value of service exports (published in GLA Economics Working Paper 69), but this year, the ONS have
produced experimental statistics of service exports for all regions and nations of the UK, drawing
upon information within the Pink Book as well as data from the International Passenger Survey, the
International Trade in Services survey, and the Inter-Departmental Business Register.> These new data
are only available from 2011 to 2014 and should not be compared with the previous estimates for
2003 to 2010.

1.3.2 London’s service exports

Data from the ONS show the importance of the capital in the UK’s total export position. Figure 1.4
shows the level of service exports by region, with London’s service exports totalling £92.1 billion in
2014. Whilst this level has stayed reasonably constant, London’s total share of UK service exports has
fallen by just under five percentage points between 2011 and 2014, standing at 42.6 per cent in 2014
(Figure 1.5).


https://www.london.gov.uk/business-and-economy-publications/london-business-survey-2014
https://www.london.gov.uk/business-and-economy-publications/working-paper-69-analysis-londons-exports
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Figure 1.4: Regional service exports, 2014
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Figure 1.5: London’s regional service exports, 2011 - 2014
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Data from the ONS also provide an indication of the industrial sectors where exports of services are
drawn from, and these data are shown in Table 1.1. While the time series runs from only 2011 - 2014,
it does provide an indication of the importance of some sectors to London’s exports. The Financial
services; Real estate, professional, scientific and technical; and, Information and communications
sectors accounted for almost 60 per cent of total service exports in 2014 (Figure 1.6).
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Table 1.1: London’s service exports by industrial sector, 2011 — 2014, £ million

Sector 2011 2012 2013 2014
Primary and utilities (agriculture, mining, utilities) 36 66 27 16
Manufacturing 739 784 802 398
Transport 8,723 9,143 9,114 10,320
Travel 11,819 13,018 14,655 15,542
Construction 464 726 819 1,066
Wholesale and motor trades 7,798 3,802 3,132 1,681
Retail (excluding motor trades) 401 394 476 480
Information and communications 11,118 11,792 12,643 14,595
Real estate, professional, scientific and technical 12,950 15,300 15,026 14,834
Insurance and pension services 2,489 3,161 3,076 3,526
Financial 30,739 27,511 28,329 25,247
Administrative and support services 1,959 3,205 3,922 2,991
::’eucl:r)llactia:sgh:?aslzl:v?;i education; arts, entertainment and 928 937 1161 1355
Total 90,162 89,833 93,181 92,051

Source: Office for National Statistics

Figure 1.6: Proportion of London’s total service exports, by industrial sector, 2014
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1.3.3 London’s trade in goods
In 2014, London exported around £28.7 billion worth of goods, a 23 per cent increase on 2003.

UK goods exports exceeded this, growing by almost 53 per cent over the same period. As a result,
London’s share of total UK goods exports fell slightly between 2003 and 2014 (Figure 1.7).
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Figure 1.7: London’s goods exports as a share of UK (2003 - 2014)
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In 2014, London’s strongest goods export sector, valued at £12.2 billion, was ‘Miscellaneous
manufactured articles’, which includes goods such as: clothing; toys and games; and works of art and
antiques (Figure 1.8); exports in this category increased by 98 per cent between 2003 and 2074. In
contrast, goods exports of “‘Machinery and transport equipment” fell by 24 per cent, from £5.9 billion
in 2003 to £4.5 billion in 2014. Perhaps unsurprisingly, London’s exports of ‘Food and live animals’

and ‘Crude materials” are negligible.
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Figure 1.8: London’s goods exports by sector (2003 - 2014)
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1.3.4 Summary of London’s trading position

The trends in London’s exports and imports are very similar to those seen for the UK as a whole, with
growth in both goods and service exports. It is estimated that London’s total exports stood at around
£119.8 billion in 2014, a significant increase over the last decade. However, due to the break in series
for service exports from 2011 onwards, it is not possible to say with certainty the total increase over
the time period. There has been growth in both services and goods exports, but the growth in goods
exports has been relatively modest (Figure 1.9).
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Figure 1.9: London’s total exports, 2003 - 2014*
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Data from the Pink Book provides detail as to the UK’s major trading partners. Figure 1.10 shows that
Europe and North America are the UK’s largest trading partners, accounting for over three-quarters of
total service exports; Europe itself accounted for 52 per cent of total service exports in 2014 (with the
European Union accounting for around three-quarters of the European continent total).

Figure 1.10: UK export of services by destination, 2014
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Drawing upon previous analysis undertaken by GLA Economics, the United States was estimated by
far the largest single export market for the capital, ahead of Germany, France, the Netherlands, and
Switzerland. However Figure 1.11 also shows that China and Luxembourg, as well as Australia and
India to a lesser extent, have become increasingly important trading partners for the capital (although
these nations are significantly behind the United States in terms of the absolute level of service
exports).
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Figure 1.11: London’s estimated service exports by destination, 2013
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1.4 London’s economic specialisms

As a result of globalisation and trade, London’s economy has developed in such a way that it has
developed specialisms in certain activities. One way this can be evidenced is looking at how the
number of jobs located in London has shifted over time. Figure 1.12 shows how this has changed
over the last 40 years, by broad sector of activity. It shows the rise of service sector activity, with the
manufacturing sector reducing in its importance as regards the proportion of total jobs in the capital.

Figure 1.12: Jobs by sector in London, 1971 - 2015
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Figure 1.13 shows there has been a significant rise in the Professional, real estate, scientific and
technical activities sector (which has more than trebled over the past 40 years), as well as a rise in
Other service sectors more generally. In contrast, there has been a significant fall in more primary
sectors, with Manufacturing falling by 85 per cent over the period. To put these figures in context, the
total level of jobs in London was 4.55 million in 1971, falling to around 3.8 million by the early 1990s,
and rising to 5.538 million in 2015 (Table 1.2).
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Figure 1.13: Changes in jobs in London by sector 1971 - 2015
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Table 1.2: Total number of jobs in London by sector, thousands, 1971 - 2015

1971 1996 2011 2015
Primary & utilities 77 31 32 34 -43
Manufacturing 872 262 120 128 -743
Construction 274 206 248 298 +24
Wholesale 293 219 185 206 -87
Retail 410 345 401 446 +36
Transportation and Storage 395 247 257 276 -119
Accommodation and food service activities 181 204 321 365 +184
Information and Communication 229 246 373 426 +197
Financial and insurance activities 268 336 367 391 +123
Professional, Real Estate, Scientific and technical activities 279 464 714 877 +598
Administrative and support service activities 223 361 496 550 +327
Public Admin and defence 339 224 223 220 -118
Education 268 228 362 423 +155
Health 310 354 490 545 +235
Arts, entertainment and recreation 80 132 159 201 +121
Other services 55 94 135 150 +95
London total 4,553 3,953 4,882 5,538 +985

Source: Workforce Jobs, ONS

Looking at London’s current industrial structure, the importance of service sector activities to
London’s economy is further demonstrated. Figure 1.14 shows the total number of jobs in London
by sector, and the proportion of total jobs each sector accounts for. Professional, scientific and
technical activities is the largest sector of employment, accounting for 755,000 jobs (13.6 per cent
of the London total). Despite some perceptions that London’s economy is dominated by Financial
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services, the sector accounts for around 390,000 (7.0 per cent) of the London total. Indeed, other
sectors like Health, Education and Retail all account for a higher proportion of London’s jobs and,

as shown in Chapter 2, tend to be more spatially spread than jobs in some of London’s other service
sectors. Figure 1.14 illustrates the diversity of London’s economy with a significant number of jobs in
a number of different sectors.

Figure 1.14: Jobs by sector in London, as a proportion of total jobs; 2015
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Source: Workforce Jobs, ONS

Whilst London’s economy is characterised by significant levels of employment across a broad range of
sectors, from a wider GB perspective some sectors are particularly concentrated in London. One way
of looking at this is through the use of the ‘index of specialisation” indictor. The index of specialisation
is calculated as follows:

Sector employee jobs in London
All employee jobs in London )
Sector employee jobs in rest of GB
( All employee jobs in rest of GB

An index of specialisation of one means that the same proportion of jobs occur in London as occur in
the rest of Great Britain. An index of specialisation of greater than one means that a higher proportion
of jobs in that sector are located in London when compared with the rest of Great Britain.

Table 1.3 provides the index of specialisation scores for the 1 digit SIC2007 sections, and shows similar
analysis to earlier charts, that London is particularly specialised in service sector industries, with most
of these recording scores greater than one. London’s most significant specialisations are in Financial
and insurance activities; Information and communication; and Professional, scientific and technical
activities.
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This analysis shows that sectors such as Manufacturing and Primary and utilities which tend to be more
land intensive have a low index of specialisation score. The findings also resonate with the earlier trade
findings with those areas of significant trade tending to have higher levels of specialisation.

Table 1.3: London’s indices of specialisation by 1 digit SIC section, 2014

w w v E w
S, §%6 5 £.,% S
@ B o () 3 8 () o
S 5§¢ S £3¢ £
e} - 5 e} o322 =
=% = o =% 29 o
1= 5 E 1= o w £ a
() ~ o (] —4 O o (V]
A,B,D,E: Primary and Utilities 28,700 0.6% 535,400 5.1% 0.26
C : Manufacturing 113,300 2.4% | 2,241,200 4.8% 0.25
F : Construction 144,800 3.1% | 1,102,100 11.6% 0.64
G : Wholesale and retail trade 594,700 12.6% | 3,815,600 13.5% 0.76
H : Transportation and storage 227,300 4.8% | 1,025,000 18.2% 1.09
| : Accommodation and food service activities 358,000 7.6% | 1,614,600 18.1% 1.09
J : Information and communication 372,800 7.9% 769,700 32.6% 2.38
K : Financial and insurance activities 351,900 7.4% 681,400 34.1% 2.53
L : Real estate activities 107,600 2.3% 345,900 23.7% 1.53
M : Professional, scientific and technical activities 613,900 13.0% | 1,638,900 27.3% 1.84
N : Administrative and support service activities 490,600 10.4% | 1,942,300 20.2% 1.24
O : Public administration and defence 220,000 4.6% | 1,064,600 17.1% 1.01
P : Education 385,700 8.1% | 2,191,800 15.0% 0.86
Q : Human health and social work activities 483,700 10.2% | 3,257,700 12.9% 0.73
R : Arts, entertainment and recreation 125,200 2.6% 558,100 18.3% 1.10
S : Other service activities 114,600 2.4% 433,700 20.9% 1.30

Source: GLA Economics calculations; drawn from Business Register and Employment Survey, Office for National Statistics

This broad sector level analysis can hide specialisations that lie within sectors. Detailed tables are
provided in the appendix to this chapter looking at lower level specialisations. The tables show sub-
sectors which have an index of specialisation number greater than 1.4 and more than 4,000 employee
jobs.

There are a number of areas of activity in which London is highly specialised. Many of the areas in
which London has a strong trading performance are also those in which it has a specialisation when
compared to the rest of GB. The largest component of service exports, finance, shows a number

of areas of specialisation including securities and fund management activities. Another large area

of service exports is professional services where specialisations in legal, accountancy, management
consultancy, advertising, market research and architecture are apparent. The information and
communication sector shows a number of specialisations in London including publishing, motion
picture, video and TV programming, computer programming and consultancy. Other areas of
specialisation shown in the appendix include air transport, creative, arts and entertainment activities
and activities of business, employer and professional member organisations.

A further way in which London’s industrial structure can be understood is through considering the
output shares of different sectors. Figures 1.15 and 1.16 compare the importance of individual sectors
in terms of output shares (i.e. the proportion of GVA that each sector accounts for) alongside the

level of specialisation (in terms of jobs). The size of the circle illustrates the number of employees in
that sector. Sectors within the top right quadrants of these diagrams would be considered as highly
specialised and contributing significant levels of output. Further analysis of London’s economic output
is considered in section 1.5.
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Figure 1.15: Indices of Specialisation compared to output share, London, 2014
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Figure 1.16: Indices of Specialisation compared to output share, London, 1997
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1.5 London’s economic output

Focusing more on output, Gross Value Added (GVA) measures the contribution of a sector or industry
to the economy and is commonly used as an estimation of GDP and an indicator of the “state” of the
economy®.

London’s total economic output was worth approximately £364 billion in 2014, accounting for 22.5
per cent of the UK’s total output, an increase of 6.8 per cent on the previous year’.

Since 2008, London’s GVA has increased 28.9 per cent in nominal terms (i.e. without taking account
of inflation), compared to 18.2 per cent for the UK as a whole (Figure 1.17)8. The growth in London’s
nominal GVA accounted for 32.6 per cent of the UK’s total GVA increase between 2013 and 2014 (and
has never accounted for less than 22 per cent since 2008 with an average of 30.5 per cent between
2010 and 2014, this compares to the 1997 to 2008 average of 23.1 per cent).

Figure 1.17: Nominal growth rates in GVA in London and the UK (1998 - 2014)
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Since the 2008/09 recession, GVA growth has been sluggish by historic standards, whilst employment
growth has been uncharacteristically and unexpectedly strong; this has had knock on effects for how
productive London appears (see Box 6.1 in Chapter 6). It has been argued that at least some of the
strength seen in the labour market has come from increased labour market flexibility and, within that,
potentially less stable employment. Similarly, it has been argued that wages have failed to keep up
with rising costs of living®. The social implications associated with London’s economy are discussed in
Chapter 10.

1.5.1 London’s GVA across sectors

As has been seen through data on London’s employment by sector, individual sectors” contribution to
overall output growth is not evenly distributed. Table 1.4 shows the change in total output (in nominal
terms) of each sector of London’s economy between 1997 and 2014.



Table 1.4: London’s GVA by sector, 1997 and 2014 (£ million)

Sector

Agriculture, forestry and fishing

Mining and quarrying

Manufacturing

Electricity, gas, steam and air-conditioning supply
Water supply; sewerage and waste management
Construction

Wholesale and retail trade; repair of motor vehicles
Transportation and storage

Accommodation and food service activities
Information and communication

Financial and insurance activities

Real estate activities

Professional, scientific and technical activities
Administrative and support service activities
Public administration and defence; compulsory social security
Education

Human health and social work activities

Arts, entertainment and recreation

Other service activities

Activities of households

TOTAL

1997

39

425
10,525
893
645
6,961
17,211
10,824
4,363
15,521
21,984
11,360
14,106
7,455
6,490
6,778
7,066
3,307
2,770
644
149,367

2014

51

363
9,561
4,071
1,619
16,948
27,193
16,720
10,952
37,639
68,698
45,998
40,832
20,174
12,727
16,951
16,763
7,363
8,120
1,568
364,310

Change 1997

-2014
+31%
-15%

-9%
+356%
+151%
+143%

+58%

+54%
+151%
+143%
+212%
+305%
+189%
+171%

+96%
+150%
+137%
+123%
+193%
+143%
+144%

Source: Regional Accounts, ONS.

Based on the total numbers of jobs alone, ‘Professional, scientific and technical activities” was the
largest sector in London in 2015 (Figure 1.14). However, when measuring economic output by GVA,
‘Financial and insurance activities” can be seen to have accounted for just under a fifth of all activity
in London (Figure 1.18), thereby constituting London’s most significant industry on this basis. GVA
figures further show that the value of the ‘Financial and insurance activities” industry has grown by
212 per cent since 1997 (Table 1.4). This is the third fastest rate of growth for any industry in London,
surpassed only by “Electricity, gas, steam and air conditioning supply” (356 per cent), and ‘Real estate
activities” (305 per cent). In 2014, 51.8 per cent of the UK’s GVA in the ‘Financial and insurance
activities” industry was generated in London (up from 42.6 per cent in 1997). Indeed, London’s
‘Financial and insurance activities” industry alone, made up 4.3 per cent of the UK’s total GVA in
2014. ‘Professional, scientific and technical activities’, ‘Real estate activities’, and ‘Information and
communication” all also made sizeable contributions towards London’s economy, accounting for 11.2
per cent, 12.6 per cent, and 10.3 per cent of London’s total GVA in 2014 respectively (Table 1.5).

The importance of service sector activities, especially in professional and financial services is shown
in employment specialisation and total output, as shown in Figure 1.18. The four largest sectors of

London’s economy accounted for over half of London’s total output in 2014.
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Figure 1.18: Output by industrial sector, and share of activity, London, 2014
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When looking at the comparative importance of sectors in the economy, Table 1.5 shows how London
has developed over time as a centre for business services. Looking at the shares of each individual

sector to total output, the Financial and insurance activities sector has an output share that is over 10
percentage points higher than the UK as a whole. On the opposite side, Manufacturing has an output

share 8 percentage points lower than the UK as a whole.
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Table 1.5: Sector shares of total output, London and the UK, 2014

Share of total Share of total ( erfcf::::cg
London output UK output P 29

points)

Agriculture, forestry and fishing 0.0% 0.7% -0.7
Mining and quarrying 0.1% 1.6% -1.5
Manufacturing 2.6% 10.6% -8.0
Electricity, gas, steam and air-conditioning supply 1.1% 1.5% -0.4
Water supply; sewerage and waste management 0.4% 1.1% -0.6
Construction 4.7% 6.2% -1.5
Wholesale and retail trade; repair of motor vehicles 7.5% 10.7% -3.2
Transportation and storage 4.6% 4.5% 0.1
Accommodation and food service activities 3.0% 2.9% 0.1
Information and communication 10.3% 6.2% 4.2
Financial and insurance activities 18.9% 8.2% 10.6
Real estate activities 12.6% 11.6% 1.1
Professional, scientific and technical activities 11.2% 7.4% 3.8
Administrative and support service activities 5.5% 4.7% 0.8
Public administration and defence; compulsory social security 3.5% 51% -1.6
Education 4.7% 6.1% -1.4
Human health and social work activities 4.6% 6.7% -2.1
Arts, entertainment and recreation 2.0% 1.6% 0.4
Other service activities 2.2% 2.3% -0.1
Activities of households 0.4% 0.4% 0.0

Source: GLA Economics calculations; drawn from Regional Accounts, ONS.

1.5.2 London’s productivity

Combining data on output and jobs provides for an investigation of London’s productivity. GLA
Economics have previously developed a methodology calculating the productivity of labour (removing
the elements of rental incomes included within National Accounting). This analysis finds that sectors
such as financial services are highly productive (Figure 1.19), as through trade and specialisation,
London has been able to generate significant levels of economic output.
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Figure 1.19: Sector level estimates of GVA per workforce job, London, 2014

Average for all sectors: £58,374
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Source: GLA Economics calculations

Note: This table does not include “mining and quarrying” and “electricity, gas, steam and air conditioning supply”, since
such physical activities do not generally take place in the capital, recorded output are likely to be the activities of head
office functions.

When breaking down further into 2 digit SIC2007 divisions, there are certain sectors which can be
seen as highly productive in terms of labour productivity. Table 1.6 shows the top 20 highest GVA per
workforce job industry divisions. It shows that some service sector activities (such as financial services,
legal and accounting etc.) have very high GVA per workforce job estimates. In addition, there are a
wide range of other industry sectors that are included within this list including some manufacturing,
warehousing and waste management activiites.
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Table 1.6: Highest GVA per workforce job divisions, London, 2014

S(Iait:ogl?::de G S ElE I Workf((:):/ci jpoet:
K 66: Activities auxiliary to financial services and insurance £199,723
M 69: Legal and accounting activities £167,705
L 68: Real estate activities £145,144
E 38: Waste collection, treatment and disposal activities £125,969
C 31: Manufacture of furniture £105,053
K 65: Insurance, reinsurance and pension funding, except compulsory social security £96,840
C 22: Manufacture of rubber and plastic products £94,227
J 62: Computer programming, consulting and related activities £94,127
K 64: Financial service activities, except insurance and pension funding £92,522
J 63: Information service activities £87,859
H 52: Warehousing and support activities for transportation £86,685
F 42: Civil engineering £82,559
J 60: Programming and broadcasting activities £82,547
H 53: Postal and courier activities £80,523
F 41: Construction of buildings £80,489
C 26: Manufacture of computer, electronic and optical products £78,994
J 61: Telecommunications £76,585
C 32: Other manufacturing £73,485
C 33: Repair and installation of machinery and equipment £73,006
D 35: Electricity, gas, steam and air conditioning supply £70,419

Source: GLA Economics calculations.
Note: Industry divisions with more than 4,000 employee jobs only

In part due to London being specialised in certain service sector activities, London has GVA per
workforce job levels that are considerably higher than the UK as a whole (Figure 1.20). In 2014, it is
estimated that London had a GVA per workforce job that was 36.5 per cent higher than the UK as a
whole.
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Figure 1.20: GVA per workforce job estimates by region/country within the UK, 2014
| | |
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Source: GLA Economics calculations. Rest of UK equals UK excluding extra-regio minus London.

Further analysis of productivity in London is provided within Chapter 6, which provides detail on the
outlook for London’s economy.

1.5.3 Spatial aspects of London’s economic output

In line with its higher productivity, whilst London accounts for 13.3 per cent of the UK’s population
and 16.5 per cent of the total level of UK jobs, it comprised 22.5 per cent of the UK’s total output

in 2014, significantly higher than any other region or nation of the UK. Based on the ONS level of
geographies (NUTS regions), over 68 per cent of London’s GVA was produced in Inner London in
2014, with 42 per cent of London’s total GVA produced in Inner London - West alone. Indeed, in 2014
Inner London - West had a higher GVA than all UK regions or nations except for the South East (and,
of course, London). The geographical breakdown of headline UK GVA is provided in Figure 1.21.
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Figure 1.21: UK economic output, broken down by NUTS level geographies, 2014
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At the borough level, Westminster and the City of London are the largest individual boroughs,

comprising around £50 billion of GVA each (Figure 1.22). Westminster comprises 14.0 per cent of
London’s total economic output.
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Figure 1.22: London’s economic output by borough
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Source: Office for National Statistics, GLA Economics calculations

The structure of local authorities” economies in London varies, and these issues are considered in
further detail within Chapter 2. However, an examination of the data finds that certain boroughs have
shares of output in particular sectors which do not match the London economy as a whole. Table 1.7
shows how in Financial and insurance activities, the City of London and Tower Hamlets — essentially
the Central Activities Zone and the Northern Isle of Dogs area (referred to within Chapter 2) — are
boroughs where the sector provides the majority of the borough’s output.

Table 1.7: Share of total local authority output, Financial and Insurance Activities, 2014

Local authority Share of total borough output

City of London 66.6%
Tower Hamlets 51.9%
Islington 17.7%
Westminster 16.6%
Camden 12.7%
Bromley 10.0%
Southwark 9.9%
Croydon 9.4%
Hackney 8.9%
Kensington and Chelsea 6.5%
London 18.9%

Source: Office for National Statistics, GLA Economics calculations

Within Business services activities, local authorities within Inner London dominate, with almost 30 per
cent of Southwark’s total economic output in this sector.
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Table 1.8: Share of total local authority output, Business Services, 2014

Local authority Share of total borough output
Southwark 28.8%
Camden 24.0%
Islington 23.2%
Merton 21.6%
Hackney 21.5%
Lambeth 19.9%
Westminster 19.3%
Richmond upon Thames 18.3%
City of London 16.6%
Waltham Forest 16.4%
London 16.7%

Source: Office for National Statistics, GLA Economics calculations
Note: Business Services refer to SIC2007 sections M and N.

Distribution, transport and accommodation and food industries are a more important part of economic
activity within Outer London. Hillingdon is the borough with the largest proportion of its total
economic output within this sector, due in large part to Heathrow airport.

Table 1.9: Share of total local authority output; Distribution, transport; accommodation and
food, 2014

Local authority Share of total borough output

Hillingdon 39.7%
Brent 25.9%
Ealing 24.5%
Havering 24.2%
Enfield 22.8%
Hounslow 22.4%
Newham 21.4%
Bexley 21.2%
Richmond upon Thames 20.7%
Barking and Dagenham 20.6%
London 15.1%

Source: Office for National Statistics, GLA Economics calculations
Note: Distribution, transport; accommodation and food refer to SIC2007 sections G, H and |.

While service sector activity was a more important part of the total economic output of Inner London
boroughs, production industries (which includes manufacturing) forms a much greater proportion
within Outer London boroughs” output, and considerably higher than the average for London’s
economy as a whole.
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Table 1.10: Share of total local authority output, Production industries, 2014

Local authority Share of total borough output

Barking and Dagenham 21.2%
Bexley 15.8%
Brent 13.4%
Ealing 12.4%
Haringey 12.0%
Newham 10.6%
Enfield 9.4%
Greenwich 8.7%
Waltham Forest 8.2%
Havering 7.9%
London 4.3%

Source: Office for National Statistics, GLA Economics calculations
Note: Production industries refer to SIC2007 sections B, C, D and E.

Typically, the proportion of total output provided by public services tends to be higher within Outer
London, however it is an important feature of all local authorities given the nature of the services
provided.

Table 1.11: Share of total local authority output, Public administration; education; health,
2014

Local authority Share of total borough output
Lewisham 26.6%
Greenwich 22.8%
Lambeth 22.3%
Redbridge 20.5%
Wandsworth 20.2%
Kingston upon Thames 19.7%
Waltham Forest 19.6%
Newham 18.9%
Croydon 18.6%
Barnet 18.4%
London 12.7%

Source: Office for National Statistics, GLA Economics calculations
Note: Public administration,; education; health refer to SIC2007 sections O, P and Q.

The construction industries forms a larger part of total economic output within Outer London
boroughs, with output shares several percentage points higher than for London as a whole.
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Table 1.12: Share of total local authority output, Construction, 2014

Local authority Share of total borough output
Havering 13.1%
Bexley 11.4%
Sutton 11.0%
Enfield 9.9%
Bromley 9.8%
Barking and Dagenham 9.2%
Redbridge 8.4%
Newham 8.3%
Lewisham 8.3%
Harrow 8.3%
London 4.7%

Source: Office for National Statistics, GLA Economics calculations
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1.6 London’s place in the global economy

Many industrial sectors are important to London’s economy. London’s economy is diverse as seen by
the relative importance of particular sectors within different areas of the capital. However, at a more
macroeconomic level, globalisation, trade and specialisation have led to London becoming a city
primarily specialising in service sector activities. The growth of the capital as a leading destination for
business and people has meant that it has become a leading global city (a topic discussed in more
detail within Chapter 5). GLA Economics has undertaken an analysis into understanding how major
global cities compare, with some of the findings summarised in this section.

Making comparisons between global cities is intrinsically difficult, for example due to the definitions
used in allocating activities to sectors or the methods used in calculating output, however it provides
an indication of the importance of major cities to the economy as a whole.

In terms of its sheer size, London is considerably larger than other cities within the UK (London
accounts for 22.5 per cent of the UK’s total output), however it is much smaller than some other
global cities, as shown in Figure 1.23. In addition, the growth rates of emerging cities such as
Shanghai and Singapore are much higher, with compound annual growth rates of 5.8 per cent and 5.0
per cent respectively between 2006 and 2014, compared to 2.4 per cent for London over that period.

Figure 1.23: Total economic output for global cities, £million (2014)"1213
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Source: ONS, US Bureau of Economic Analysis, INSEE, Statistik Berlin Brandenburg, SingStat, HK Census and Statistics
Department, National Bureau of Statistics of China, Dubai Statistics Centre.

As shown in Table 1.13, within developed economies (such as London and New York), the importance
of business services and finance is clear — with the broader section of finance and real estate
accounting for 31.5 per cent of London’s economy, and 34.1 per cent of New York’s. In emerging
economies, these sectors are comparatively less important, with a greater focus on primary activities.
What is clear though is that major cities develop their own comparative advantages over time, and

as such become centres for certain types of activities; whether it be in business services, or retail, or
manufacturing.



Economic Evidence Base for London 2016

Table 1.13: Industry share of total output for the global cities in 2014

{@)]
s S =
o
S o E
o c <
= =} d=
wn T ()
P GDP GDP
Primary & Utilities 1.7% # 2.4% # 1.5% . 0.1% 0.5% 5.4%
Manufacturing 2.6% # 6.7% 12.5% 6.9% 18.8% 13% | 31.2% 11.3%
Construction 4.7% # 4.2% 3.9% 4.3% 5.2% 4.4% 3.5% 7.4%
ﬁ:g':sa'e & Retail 75%| 106%| 10.5% #| 208%| 168%| 241%| 155%| 29.1%
;:'r':::“at”“ & 4.6% #|  50% #|  a0%| 74%| 62%| 44% #
Leisure & o
# # # # # # # #
Hospitality >.0%
Accommodation & o o o M M o o o o
Food 3.0% 2.3% 2.8% 2.2% 3.6% 1.5% 5.4%
Arts, Ente.rtainment 0% 4 " 2 4 " " " 4
& Recreation
Information &
Communication 10.3% 7.7% 9.7% # 11.5% 4.2% 3.5% # #
Financial Activities 31.5% 34.1% 20.3% # 22.6% # # 20.9% #
Finance & Insurance 18.9% 17.5% 7.5% # 9.6% 12.2% 16.6% 14.4% 11.7%
Real Estate 12.6% 16.6% 12.8% # 13.0% # # 6.5% #
Do sonvices | 167%| | we| x| sl sl al
Professional,
Scientific & Tech 11.2% # # # # # # # #
Services
Administrativ.e & 559 4 p ! M " 4 4 p
Support Services
:::'c':tﬁ)dnmé“health 127%| 172%| 16.4% #|  63% .| 105% L 77%
Public Administration 3.5% 9.2% # # # . # . 5.5%
Education 4.7% 1.4% # # # . # . #
'S":CTa"’;r\'N':‘:E'th & 46%| 66% # # # . # 5 #
Other Services 2.2% 1.9% 3.2% # # # # # #
ﬁglt('j‘;'t'es o litovise- 0.4% # # gl 17% # # #|  03%
Total 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0%

Source: ONS, US BEA, INSEE, Statistik Berlin Brandenburg, Tokyo Bureau of Statistics, SingStat, HK Census and Statistics

Department, China NBS, Dubai Statistics Centre.

Notes:

1. Only data that fits the industry definitions are shown in this table, but still contributes to the total and these
are indicated by “#”. Industries that are genuinely not included in the data (and the total) are indicated by “..”.
Consequently, the sum of the industries shown in this table may not equal to 100%.

2. Output estimates were originally in current prices, but to show the underlying output trend these have been adjusted into
constant 2014 prices using the national GDP deflators.

3. Shanghai only includes urban units.
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Despite London having considerably higher labour productivity than the UK as a whole (as shown

in Figure 1.20), an examination of the productivity of other global cities finds that London is less
productive. It must be remembered that there are inherent difficulties in making such comparisons
between cities — in this case in the definitions and output and jobs — therefore results should be
treated with caution. Acknowledging this, Singapore had the highest output per job of the selected
global cities, at approximately £149,800 in 2014, whereas London had the third lowest of all the
global cities covered (Figure 1.24). Whilst acknowledging the difficulties in making comparisons, the
differences in productivity were not explained by differences in industrial composition or qualification
levels between the different cities.

Figure 1.24: Output per job for global cities, 2014, current prices
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Source: ONS, US BLS/BEA, Eurostat, INSEE, Statistik Berlin Brandenburg, Tokyo Bureau of Statistics, SingStat, HK Census
and Statistics Department, China NBS, Dubai Statistics Centre

Notes:

1. These figures may not include all industries.

2. Data for Paris and Tokyo refer to 2013 and in 2013 prices.

3. Shanghai only includes urban units.

4. Data for London are based on total GVA rather than GVA attributable to the workforce (as used in Section 1.4.1)
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Chapter 1 endnotes
1 These figures on GVA are from the Regional Accounts published by the ONS and are in nominal terms, i.e. no changes
have been made to account for the effects of inflation.

2 Department for Business Innovation and Skills, ‘Openness to trade’, 2015.

3 Office for National Statistics, * Estimating the value of service exports abroad from different parts of the UK: 2011 to
20147, July 2016

4 London service export data from 2011-2014 uses the ONS experimental regionalised data series. Data prior to 2011
comes from the Pink Book.

5 This analysis utilises the Business Register and Employment Survey, therefore uses Great Britain as the largest geography
to compare against.

6 More information about how GVA is used by government is available here.

7 These figures on GVA are from the Regional Accounts published by the ONS and are in nominal terms, i.e. no changes
have been made to account for the effects of inflation.

8 ONS, ‘Regional Gross Value Added (Income Approach)’, December 2015.

9 See GLA Economics, ‘London’s changing economy since 2008’, October 2015, for further details.

10 GLA Economics, ‘London in comparison with other global cities’, GLA Economics Current Issues Note 48.
11 These figures may not include all industries.

12 Data for Paris and Tokyo refer to 2013 and in 2013 prices

13 Shanghai only includes urban units (i.e. business units in towns or cities).


https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/401199/openness-to-trade-exports-plus-imports-as-a-share-of-gdp-ranked-against-major-competitors.pdf
https://www.ons.gov.uk/businessindustryandtrade/internationaltrade/datasets/regionalisedestimatesofukserviceexports
http://webarchive.nationalarchives.gov.uk/20160105160709/http:/www.ons.gov.uk/ons/guide-method/method-quality/specific/economy/national-accounts/gva/relationship-gva-and-gdp/gross-value-added-and-gross-domestic-product.html
http://webarchive.nationalarchives.gov.uk/20160105160709/http://www.ons.gov.uk/ons/dcp171778_426841.pdf
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2: The spatial characteristics of London

2.1 Key points

® A number of different geographies can be used to examine London depending on
what issue is of interest such as London’s administrative geography, its Functional
Urban area, its connected built up area etc.

Agglomeration has led to a large clustering of economic activity in London,
particularly in the area of the Central Activities Zone and the northern part of the
Isle of Dogs.

It is calculated that the output of the Central Activities Zone, northern part of the
Isle of Dogs and a Tkm fringe around them stood at just over £188 billion in 2014,
accounting for nearly 52 per cent of London’s output and just under 12 per cent of
UK output from an area of land covering just 0.03 per cent of the UK.

Significant concentrations of employment can also be seen in Central London which
have grown over time, but with other areas such as Heathrow and Croydon also
being important areas of employment in London. Important hubs of employment are
seen across London and not just within Inner London.

London represents a significant share of employment in the Greater South East
accounting for just over 42 per cent of employee jobs in 2015.

Distinct clusters of sectors by employment are seen within London with Financial
and insurance activities, and Professional, scientific and technical activities being
of importance in Inner London; while employment in the Transportation and
communication sector is generally more significant in Outer London.

London is a dynamic business area containing the greatest number of active
enterprises of any UK nation or region and nearly one fifth of all UK enterprises.
However, in terms of firms migrating into and out of London the capital has seen
more firms move out than move in from the Greater South East and the rest of the
UK in recent years. Although, the firms lost are more than made up for by new firm
start-ups.
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2.2 Introduction

Urbanisation and the trade of goods and services often go hand in hand. Cities benefit from
agglomeration economies, external benefits that arise when economic activity takes place in a
concentrated space. The spatial nature of London’s economy is the product of hundreds of years

of trade and agglomeration at work. Central London is, and will likely remain, the most significant
employment centre in the Greater South East region, with over two million jobs in the Central
Activities Zone, Northern Isle of Dogs and their fringes alone. London’s specialised, globally
competitive activities tend to locate here, and in fact some locate almost exclusively in central London
because they benefit so greatly from agglomeration economies. Meanwhile, those in London’s outer
boroughs provide a support function to other businesses in the region as part of a complex network of
businesses, while also fulfilling the needs of London’s many residents. This chapter considers aspects
of the spatial nature of London’s economy, including its relationship with surrounding regions.

2.3 London: its evolution and relationship to its neighbours

This section examines the evolution of London’s population, to give a background to its changing
geography. It then looks at different definitions of London itself such as the boundaries of Greater
London, travel to work areas etc. and shows that more than the official administrative boundaries of
Greater London may be necessary when thinking about the geography of the capital.

London has long had a large and often growing population as shown by Table 2.1 and this has

meant that setting a geographic definition of London has always been more difficult than it may first
appear. Thus in bygone times would London be defined as just the City of London or should it also
have included neighbouring populations in Southwark and Westminster? Where the exact boundary
of London lies remains a question to this day. In order to best understand the capital, different
definitions of where London starts and ends are appropriate, so that they best reflect the issue that is
being considered.

Table 2.1: World’s largest cities, 1500-1900 (inhabitants, millions)

1500 1600 1800 1900 2015
1 Beijing 0.7 Beijing 0.7 Beijing 1.1 London 6.5 Shanghai 24.3
2 Istanbul 0.7 Istanbul 0.6 London 1.1 New York 4.2 Karachi 235
3 X‘rjlfjfj)r‘agar 05 | Agra 05 | Guangzhou | 0.8 | Paris 33 | Beijing 215
4 Cairo 0.4 Osaka 0.4 Tokyo 0.7 Berlin 2.7 Delhi 16.8
5 g—larg:)z 0.3 Kyoto 0.3 Istanbul 0.6 Chicago 1.7 Lagos 16.1
London 0.06 | London 0.2 London 8.6

Source: Tertius Chandler, (1987), Four Thousands Years of Urban Growth via London 2036: an agenda for jobs and growth?
(1500-1900); Wikipedia and London Datastore (2015)

A number of definitions of London’s boundaries exist with a few of these summarised below. It should
be noted that each definition of London has their advantages and disadvantages, with some providing
ease of international comparison and others providing insights into London’s true economic spread.
Thus which boundaries are used in any analysis will be partly dependent on the type of question
asked, however in this analysis, given the GLA’s statutory responsibilities, the definition of London
mostly used in this report will be that of the administrative boundaries of Greater London.

For administrative purposes London is defined as the Greater London area which covers 33 constituent
local authorities (LAs) (32 boroughs surrounding the nucleus of the City of London) and is shown in
Map 2.1. However, looking at London’s administrative boundaries may lead to an impression that all
of this area is developed when in fact a significant portion of land within London is green space. Thus
a different definition of London can be given by just looking at London’s “core” built-up geography

as defined by the Office for National Statistics” (ONS) Major Towns and Cities methodology? which is
shown in Map 2.2.


https://en.wikipedia.org/wiki/List_of_cities_proper_by_population
http://data.london.gov.uk/dataset/2015-round-population-projections
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Map 2.1: Greater London and its constituent local authorities
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Map 2.2: London’s ‘core’ geography
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Another way of looking at London is via its reach which goes beyond its official administrative
boundary. This is illustrated by other definitions. For instance its built form illustrates how its social
impact goes wider than its official boundaries. This is shown in Map 2.3 which shows London’s
connected built-up or metropolitan areas which extend beyond the defined boundaries of the Greater
London area, demonstrating that development has extended beyond these administrative boundaries.

London draws people to work within it from far and wide and so another way of defining London
would be by those dependent on it for work whether or not they live within its administrative
boundaries. This can be shown by its travel to work area (TTWAs). This is, as noted by the ONS in its
current definition of TTWAs, defined generally by “at least 75 per cent of an area’s resident workforce
work in the area and at least 75 per cent of the people who work in the area also live in the area.
The area must also have a working population of at least 3,500. However, for areas with a working
population in excess of 25,000, self-containment rates as low as 66.7 per cent are accepted. TTWA
boundaries are non-overlapping, are contiguous and cover the whole of the UK. TTWAs do cross
national boundaries, although no account is taken of commuting between Northern Ireland and the
Republic of Ireland”“. Maps 2.4 a to ¢ show the UK’s, parts of the Greater South East’s and London’s
TTWAs. As can be seen London’s TTWA extends eastward beyond its administrative boundaries
toward Tilbury and Gravesend and northwards towards Harlow. Interestingly, a significant part of
West London including Heathrow is not a part of the London TTWA, but has its own TTWA called
Heathrow and Slough. Whilst not in the London TTWA, arguably Heathrow and Slough TTWA should
be considered as part of London given much of it lies within the city’s boundaries.

Further, it should be noted that the above discussed TTWAs are for the entire working population;
however sub groups of the working population may have significantly different TTWAs®. Thus the
ONS in recent research has highlighted that in the case of workers that commute by train there exists
a TTWA that “covers close to the entire East and South East of England”®. They further observe that
the size and number of TTWAs in the UK varies depending on whether part-time or full-time workers
are being examined and note that “London is captured in one TTWA for full-time employees, however
is split across 4 TTWAs for part-time employees”’. Varying size and numbers of TTWAs also hold for
workers in different age groups with London generally forming “one large TTWA for the 16 to 24,

25 to 34 and 35 to 49 age groups; however, for the older age groups London is divided into smaller
TTWAS"8,

Map 2.3 shows another attempt at encapsulating the economic reach of the capital with it showing
London’s Functional Urban Area®, which is a definition that allows international comparisons between
cities, by covering the wider area over which London’s economic impact is thought to extend. Its use
in comparisons across European urban areas is that it provides a consistent international standardised
definition of a city and then goes on to define its commuting zone in a way that allows for like for like
comparisons that do not depend on arbitrary national definitions of either a city or their surrounding
economic geography. Finally, it should also be noted that Maps 3.3 to 3.6 in the next chapter of this
Evidence Base show the commuter flows into London from areas outside of Greater London and thus
highlight how large areas of the Greater South East are influenced by London.
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Map 2.3: Greater London’s connected built-up area and functional urban area
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Map 2.4bh: Travel to Work Areas in 2011 with a focus on part of the Greateffouth East
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Having observed that London’s reach or spatial impact can be defined in many ways it should be
noted that particular (and many) functions of London’s economy have tended to locate in certain
areas of London — particularly central London leading to very high employment densities as shown by
Map 2.5.

Map 2.5: Number of gmployees per square kilometre in 2014 in London
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Source: Business Register and Employment Survey (BRES)

Central London offers a range of factors that are not found in combination in many other places. As
shown by a number of surveys' on a range of factors, businesses see London as the best place in
Europe to locate — with the top one of these being availability of qualified staff (see Chapter 5 for
more details on this). A large number of firms therefore locate themselves within central London with
40 per cent of the world’s largest 250 companies basing their European headquarters in London.
London’s nearest European rival is Paris with 8 per cent''. This concentration of businesses at the
centre of London brings benefits to the economy over and above those that accrue to the individual
firms themselves: agglomeration benefits'?. These agglomeration benefits are the positive externalities
which arise when specialised economic activity takes place in a spatial concentration — such as in
central London. The four key elements of agglomeration are: labour, specialised inputs, knowledge,
and the market.

Such agglomeration benefits support the development of economic activity by providing firms with
access to a deep and highly-skilled labour force, a range of complementary input and output markets
and the benefits of spill over effects such as the rapid transfer of innovation and knowledge. These
agglomeration benefits are also greater in certain industries such as Finance, Insurance and Business
services'®, as outlined in Chapter 1 of this Evidence Base.

The economies of agglomeration have a degree of circular causality — existing spatial concentration
results in forces that encourage further spatial concentration. The productivity benefits of high
employment density, within industries, across geography and over time, are found in cities across
the world. The development of London’s radial public transport network has enabled the growth

of central London by reducing the cost of accessibility to a significant proportion of the region’s
population; the implementation of the various transport projects such as Crossrail and High Speed 2
(HS2) will advance this accessibility further.
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It should also be noted that these agglomeration economies in the centre of the city have wide
impacts outside of central London through “chains of substitution’. As a result a good understanding
of the factors driving economic activity in central London can aid in the understanding of the
economic drivers of other areas of the capital and beyond. Finally, although beneficial to the city’s
economy, agglomeration economies can also lead to costs within London in terms of increased
congestion and competition for space, between businesses seeking to maximise the benefits of
agglomeration, and increased demand for housing from people working in these areas. These costs are
examined in more detail later in this chapter and also in Chapters 4 (where the impact on land use is
considered), 6 (where the risks to London’s economy is considered), 7 (where the impact on London’s
environment is considered) and 10 (where the social impacts are considered) of this Evidence Base.

2.4 The Central Activities Zone, Northern Isle of Dogs and their fringes

It can be seen that a geography of particular importance to not only London or the UK as a whole
but arguably Europe in general is London’s Central Activities Zone (CAZ). As noted the CAZ contains
a unique cluster of activities including central government offices, headquarters and embassies, and
a large concentration of business activity, with many businesses clustering by industry sector. This
clustering also occurs in the northern part of the Isle of Dogs' (NIOD) and may further bleed into

a fringe surrounding the CAZ and the NIOD. This section sets out to examine the economy of this
dynamic area in detail™.

2.4.1 The output of the CAZ
Given the economic activity that is easily observable and concentrated in the CAZ, the NIOD and their

fringes it is likely that these areas are responsible for a large proportion of London’s output. However,
official measures of output for the CAZ, its fringe, the NIOD and its fringe are not available from the
ONS. Data is however now available at borough level. GLA Economics has thus used this data to
produce estimates of output in the CAZ; the results of this analysis are given in Table 2.2, although it
should be emphasised that these numbers are estimates based on GLA Economics” calculations and
are not official ONS statistics.

Table 2.2: Calculations of GVA (I) generated within the CAZ, NIOD, and their approximately
Tkm fringes in 2014 (£ million rounded to the nearest £10 million)
Areas GVA as a % of Areas GVA as a % of the

GVA (£ million)

London’s total GVA UK’s total GVA
CAZ 145,600 40.0% 9.0%
CAZ Tkm Fringe 23,210 6.4% 1.4%
NIOD 17,380 4.8% 1.1%
NIOD Tkm Fringe 2,120 0.6% 0.1%
CAZ & NIOD 162,980 44.7% 10.1%
CAZ, NIOD & a Tkm Fringe 188,310 51.7% 11.6%

Source: ONS, BRES and GLA Economics’ calculations

Given that in 2014 London’s GVA stood at £364,310 million, these estimates would suggest that the
CAZ accounted for nearly 40 per cent of London’s GVA. While they further suggest that the CAZ and
NIOD accounted for nearly 45 per cent of London’s GVA and the CAZ, NIOD and the 1 km fringe
around these areas accounted for nearly 52 per cent of London’s GVA. UK GVA stood at £1,618,346
million in 2014 implying that the CAZ, NIOD and their fringes accounted for just under 12 per cent of
UK GVA from a land area accounting for just 0.03 per cent of the UK’s land mass.
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2.4.2 Employment in the CAZ and NIOD

The CAZ along with the NIOD and the immediate areas that border them are also home to a large
number of jobs, as shown in Table 2.3 which show the evolution of employee jobs in the CAZ, NIOD
and their approximately 1 km fringes over the years 2009 to 2014. There was a large increase in
employees within this area over the six years under consideration, with the numbers of employees
increasing at a faster rate in the CAZ, NIOD and their fringes compared to the increases seen in
London as a whole. It should be noted that employee growth in the NIOD was particularly strong
with it increasing from around 98,000 in 2009 to around 131,000 in 2014 an increase of over 34 per
cent. In terms of the total number of employees in London, the CAZ accounts for around 36 per cent,
with this increasing to 38 per cent when the NIOD is included, and around 45 per cent when their
respective fringes are taken into account. Given the calculation that the CAZ, NIOD and their fringes
account for 52 per cent of London’s output this employee figure would imply that employees in this
area are generally more productive than the London average.

Table 2.3: Employees in the CAZ, NIOD, and an approximately 1km fringe around them and

London in 2009 to 2014 (million) and their growth over those years (% change)
Areas

Share  Change

of from

2009 2010 2011 2012 2013 2014

London 2009 to
total in 2014

2014
CAZ 1.42 1.46 1.51 1.55 1.61 1.68 35.5% 18.3%
CAZ Tkm Fringe 0.27 0.28 0.29 0.30 0.30 0.31 6.6% 13.9%
NIOD 0.10 0.10 0.12 0.12 0.13 0.13 2.7% 34.4%
NIOD Tkm Fringe 0.02 0.03 0.03 0.03 0.03 0.03 0.6% 20.5%
CAZ & NIOD 1.52 1.55 1.63 1.67 1.74 1.81 38.3% 19.3%
CAZ, NIOD & their Tkm Fringes 1.82 1.86 1.95 2.00 2.07 2.15 45.5% 18.5%
London 4.14 4.21 4.30 4.45 4.56 4.73 | 100.0% 14.2%

Source: BRES

The nature of employees in the CAZ, NIOD and their fringes is, as could be expected, heavily
concentrated in a few sectors as shown by Table 2.4, with Professional, scientific and technical being
particularly important. The five sectors considered in Table 2.4 accounted for around 65 per cent of
all employees in the CAZ in 2014, 66 per cent of employees in the CAZ & NIOD, and 63 per cent of
employee jobs in these two areas and their fringe. In the NIOD alone these five sectors accounted for
82 per cent of all employees. This compares to London as a whole where these five sectors accounted
for around 46 per cent of all employees in 2014. Further, as can be seen from Table 2.4 of employees
in these sectors a large minority to large majority of all of London’s employees in these specialised
areas of work is located in the very centre of the city. Given the importance of these sectors to
international trade this thus highlights the importance of this geography to the economy of not only
London but also to the economy of the UK as a whole.
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The large number of employees in the CAZ, NIOD and their bounding areas is further underlined

by Maps 2.6 and 2.7"7. These maps show employees per square kilometre, with the higher the bar
illustrating a larger number of employees, and emphasises the concentration of employees in most
areas of the CAZ and NIOD and some areas of their fringes and shows how this concentration has
increased between 2003 and 2014. In particular they especially highlight the high concentration of
employees in the centre of the CAZ and the NIOD and show how this has become more marked over
time.

Although a clear concentration of employees can be observed in this geography, this does not imply
that there is a uniform dispersal of employment in the dominant sectors of the economy across the
CAZ, NIOD and their fringes. In fact, a geographic concentration of employment by industrial sector in
certain areas of the CAZ etc. could well be expected from knowledge of industries clustering together
whether it is, for example, insurance firms around Lloyds or tech firms around ‘Silicon Roundabout®,

Map 2.8, using statistical analysis' of census employment data (and is thus for the year 2011),
shows the effect of these economies of agglomeration? to form employment clusters for a number
of industries. It should of course be noted that these results can vary depending on the data and
statistical analysis used as highlighted in Map 2.9, although this still shows similar clustering to that
shown in Map 2.8. While as shown by Map 2.10 hub analysis can also highlight areas of particular
importance to sectors of the economy which may be missed by other forms of analysis. Thus in
determining areas of importance to different sectors of the economy a variety of analysis can be best
used to shed light on this issue.

Map 2.6: Number of employees per square kilometre in 2003 in the CAZ, NIOD and an
approximately Tkm fringe around them
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Map 2.7: Number of employees per square kilometre in 2014 in the CAZ, NIOD and an

approximately Tkm fringe around them
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Map 2.8: Clustering® by industry employment type in the CAZ, NIOD and an approximately

Tkm fringe around them in 2011
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Map 2.9: Heat-map of co-locating firms in selected sectors in the CAZ, 2013+
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Map 2.10: Selected sector postcode hubs in central London, 2013
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Finally, although the CAZ is an important area of employment concentration in London there exist

a number of town centres across the capital of varying size that also act as centres of employment.
Analysis and data on these centres can be found in the London Plan technical and research reports
publications, although at the time of writing this Evidence Base an update to the Town Centre Health
Check Analysis is currently being undertaken. Further, it should be noted that there also exists a
number of specific geographies in London which are of particular interest beyond the CAZ and town
centres, given the potential future development potential of these areas. Further analysis of these
areas is included in Appendix 2.1 of this chapter.
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2.5 The wider London economy

Although the CAZ, NIOD and their fringes account for a noteworthy concentration of employment,
particularly in London’s specialised services, London has a large level of employment outside of these
service areas, many of which meet the needs of London’s large population via the retail, health,
education etc. sectors. The nature of this different sectoral make up of London’s sub regional labour
markets is examined in more detail in GLA Economics Working Papers 75 to 79. This section now
examines the wider London economy, beyond that already examined in Chapter 1 of this Evidence
Base.

2.5.1 Employee levels and concentration, density and changes over time

Maps 2.11 and 2.12 shows how employee concentration in London has evolved since 2003. The

maps show that while employees are highly concentrated in the CAZ and NIOD other areas such as
Hillingdon (most likely associated with Heathrow), some industrial areas and various town centres also
see significant employee concentration. Indeed in absolute terms the majority of London’s employee
jobs reside outside the CAZ, NIOD and their fringes. The maps also highlight the strong growth in
employee jobs seen in a number of areas of London in recent years. Appendix 2.2 of this chapter
provides Maps B1 to B5 which look at employee jobs in London at the lower NUTS2 geography

levels to allow for an examination of the employee jobs situation in London at a more disaggregated
geographic level. Maps B6 & B7 also in Appendix 2.2 of this chapter examine the recent history of
employee concentration in London using a different geographical measure, in this case workplace
zones. Still, as shown by Map 2.13, since 2009 not all areas of London or even inner London have
seen a rise in employee numbers. However, Map 2.13 also shows that employee growth since 2009 has
generally been much stronger in inner London than outer London.

The dominance of London as a centre for employee jobs can be observed from Map 2.14 which shows
employee jobs concentration per square kilometre in the Greater South East (GSE) in 2015. The map
shows that whilst the concentration of jobs is at its greatest at the centre of the city, when compared
to the GSE as a whole there is a significant level of employment across London as a whole, with
London accounting for just over 42 per cent of all employee jobs in the Greater South East in 2015.
Finally, it should be noted that further details on London’s workforce are provided in Chapter 9 of this
Evidence Base.
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Map 2.11: Number of employees per square kilometre in 2003 in London
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Map 2.12: Number of employees per square kilometre in 2014 in London
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Map 2.13: Change in the number of employees per square kilometre in London LSOA’s
between 2009 and 2014
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Map 2.14: Number of employees per square kilometre in 2015 in the Greater South East
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2.5.2 Firms in London

Just as London is the location for a lot of employment, so London is home to a large number of
workplaces. This is especially the case in the CAZ, but as can be seen from Map 2.15 other areas

of London, especially in the west of London, as well as various town centres and several Strategic
Industrial Locations (SIL) such as Park Royal, the Thames Gateway SILs in Newham (Royals),
Charlton and Barking and Dagenham (River Road) also have significant concentration of workplaces.
Conversely, it can be see that some areas of east London have relatively few workplaces concentrated
within them. The nature of the firms also varies across London with smaller workplaces (those
employing less than 250) generally being more important in the south and north west of London
with very few firms of this size trading in the city (see Map 2.16), while large workplaces (those
employing 250 or more people) being more visible in a belt that runs from West London through
central London to small areas of South London and North London (see Map 2.17). It should however
be noted (as shown by Table 2.5) that large employment businesses are quite rare as a total number
of all businesses across all of London with most businesses being Small and Medium sized Enterprises
(SME’s). However, as also shown in Table 2.5 although SME’s make up over 99 per cent of all London
businesses they accounted for just over 51 per cent of all of London’s employment and just under 50
per cent of the turnover of London’s firms in 2015.

Map 2.15: Workplaces in London in 2014 by MSOA?*
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Map 2.16: Workplaces that employ less than 250 people by MSOA in London in 2014 as a
percentage of the MSOA’s total workplaces

|D Local Authority boundary
96 - 100
94 - 96
Note: MSOA denotes Middle-layer Super Quiput Argas 91 -94
Source: Inter-Departmental Business Register, Office for National Statistics 87 .91
Contains MNational Statistics data © Crown copyright and database right 2015 | 36 -87
& Crown Copyright and database right 2015. Ordnance Survey 100032218 L J

Source: ONS and GLA Intelligence Unit

Map 2.17: Workplaces that employ 250 or more people by MSOA in London in 2014 as a
percentage of the MSOA's total workplaces

&

Note: MSOA denotes Middle-layer Super Qutput Areas
Source: Inter-Departmental Business Register, Office for National Statistics
Contains National Statistics data @ Crown copyright and database right 2015
& Crown Copyright and database right 2015, Ordnance Survey 100032216

Source: ONS and GLA Intelligence Unit
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2.5.3 The hubs of London

Although as shown above, concentration in employment or firms can be seen across different parts of
London’s geography, recent research commissioned by GLA Economics®® has shown that certain areas
are particularly dominant in terms of total firm or employment concentration. The research
also showed that some of these hubs had grown considerably between 2004 and 2013 as shown by
and 2.7, while Maps 2.18 and 2.19 show the location of these hubs in 2013. Further analysis
of hubs for different sectors of the economy can be found in GLA Economics Working Paper 73.

of London

Tables 2.6

Table 2.6:
associated employment and 2004 data)

Postcode

W12 7GF
W1G OPW
SW1Y 4LR
W5 5JY
NW4 3FP
SW9 6DE
CRO 0XZ
N7 9DP
NW5 1TL
EC3R 7DD

Postcode hubs by firm count (top five for retail and business), 2013 (with

2013 2004 Key building (if exists) name/details
Firms  Employment Firms  Employment
85 2,100 35 1,200 | Westfield London
135 5,070 35 670 | Cavendish Square
130 1,340 30 2,300 | Regent Street
65 1,430 75 1,500 | Ealing Broadway Shopping Centre
30 1,660 30 1,620 | Brent Cross Shopping Centre
75 1,580 30 1,010 | Kennington Business Park
210 1,000 95 830 | Airport House
130 730 95 750 | The Busworks
70 3,630 60 1,780 | Highgate Studios
45 1,630 25 1,750 | Minster Court

Source: TBR Observatory 2015 (TBR ref: W12/57)

Map 2.18: Top ten postcode hubs by firm count, London, 2013

Source: TBR Observatory 2015. QGIS Development Team, 2015. QGIS Geographic Information System. Contains National

Nw4 3FP
30 Firms ?

[1660 Employment] MY T

70 Firms
3630 Employment

N7 S0P
g——— 130 Firms
730 Employment

WIG OPw
135 Firms
5070 Employment

EC3R 70D
45 Firms
1630 Employment

WS SIY
65 Firms
'1430 Employment

210 Firms
1000 Employment

g

Statistics data and Ordnance Survey data © Crown copyright and database right 2015 (TBR ref: W12/M5).
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Table 2.7: Postcode hubs by employment (top five for retail and business), 2013 (with
associated firm count and 2004 data)

Postcode 2013 2004 Key building (if exists) name/details
Firms = Employment Firms =~ Employment

SET1 9RT 10 12,240 15 11,610 | Guy’s Hospital

E14 5HP 25 6,760 10 9,620 | 1 Churchill Place

EN1 3XA * 10,800 Not in existence in 2004 | Enfield Civic Centre

CR9 3JS 5 11,560 * 11,900 | Taberner House

W14 8UD 55 10,690 10 3,390 | N/A

SE1 7NA 50 8,600 70 9,600 | Shell Centre

W2 TNY 5 8,770 10 110 | St Marys Hospital

CR9 2BY 5 8,210 * 140 | Lunar House

N11 TNP 10 6,170 5 80 | North London Business Park

W2 TNW 5 5,730 5 5,740 | Waterside House

Source: TBR Observatory 2015 (TBR ref: W12/5S7). * indicates data has been suppressed due to reasons of confidentiality.

Map 2.19: Top 10 postcode hubs by employment, London, 2013

. Postcode Hubs - Employment

EN1 3xa
* Firms
10800 Employment

-
N1l 1NP
10 Firms
5170 Employment

W2 INY
5 Frms
8770 Employment
W2 OINW
5 Firms.
5730 Employment

W14 8UD
55 Firms
10690 Employment

SE1 SRT
10 Firms

SE1 7NA 12240 Employment

50 Firms

8600 Emplayment

CRO 28Y

5 Frms
B210 Employment

CR9 315
5 Firms
11560 Empicyment

Source: TBR Observatory 2015. QGIS Development Team, 2015. QGIS Geographic Information System. Contains National
Statistics data and Ordnance Survey data © Crown copyright and database right 2015 (TBR ref W12/M5).
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2.5.4 The changing nature of output in London’s local authorities

Until May 2016 there were no estimates of output at the LA level for all of London’s LAs from the
ONS, with the lowest geography being at the NUTS3 level which covered some individual London
boroughs or combination of London LAs. However, in May 2016 the ONS published estimates of GVA
by LA in England for the period 1997 to 2014%. It should be noted that this data was then revised

in July 2016 to take account of ONS revisions to their estimates of output at the NUTS3 level. Also
published was an estimate of LA output by broad industrial classification sectors. These estimates are
not national statistics, however the data does allow for an examination of the changing nature of
output in London at the LA level.

Map 2.20 thus shows the evolution of the importance of individual LAs in London to London’s total
GVA. As can be observed, although all LAs increased their GVA over this period, between 1997 and
2014 inner London LAs generally increased their share of London’s economy while outer London
LAs generally reduced their share of London’s total GVA. However, the importance of London’s LAs
to output in the different broad sectors of London’s economy was more mixed as shown in Maps C1
to C9 in Appendix 2.3 of this chapter®'. Thus as can be seen outer London is more important to the
Production sector in London in 2014, while Financial and insurance activities was generally more
concentrated in inner London. It should also be noted that Appendix 2.3 of this chapter also provides
maps examining the importance of these broad sectors to the total output of London’s individual
LAs to provide context to the industrial structure of London’s LAs and shows the general declining
importance of the Production sector over time to total output in London’s LAs but also that the Real
estate sector has gradually become generally more important to total output in London’s LAs over
time.
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Map 2.20: Contribution of London’s LAs to total output in London in 1997 and 2014
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2.6 Selected sectors of the London economy

This section sets out to examine the spatial nature of selected broad sectors of the economy in
London. It illustrates that while many internationally competitive activities take place in central
London — other activities (for instance those supporting London’s population) are spread across the
capital. It should also be noted that GLA Economics has in the past examined the spatial nature of
employment in the science and technology category® and the creative industries®* and Appendix 2.4
of this chapter provides brief summaries and where necessary updates on these areas of the economy.

2.6.1 Employment clustering in London

Examining employment data in London highlights the importance of certain geographies for different
sectors of London’s economy as was highlighted in Map 2.8 for just the CAZ and NIOD. Appendix

2.5 of this chapter replicates that analysis for London as a whole as well as for the Greater South

East. However, Map 2.21 using Census data but a different clustering methodology looks at some of
the dominant employment sectors in London’s workplace zones and highlights differences between
inner and outer London®. Thus it shows that Financial and insurance activities and Professional,
scientific and technical activities are of importance in inner London; while the Transportation and
communication sector is generally more significant in outer London. Also highlighted is the importance
of Public administration, Education and Human health activities in employment in areas of both inner
and outer London in order in part to serve the population of these areas. Maps highlighting these
individual clusters in more detail for both London and the Greater South East as a whole are also
provided in Appendix 2.5 of this chapter. Although this map highlights the dominant employment
sector in these workplace zones, other industrial sectors could also be clustered across these areas but
are obscured by the dominant cluster. One methodology for finding these other employment clusters
is given in Appendix 2.5 of this chapter.

Finally, Map 2.22 shows another way of looking at the nature of London’s economic geography

and the clustering of certain types of jobs, this time using COWZ-EW?®. This is based on the workers
characteristics and their workplaces, examining whether areas are similar or different depending

on their workers and workplaces characteristics. Thus as can be seen from Map 2.22 the centre of
London and the NIOD is dominated by “Top Jobs” but with other areas of this sort spread throughout
London. Note that “Top Jobs” is defined as “high status employment in business, industry and public
service. Primarily the highest status city centres but also top science and business parks”®” and thus
highlights the global nature of output in a number of bits of London. However, what is also shown is
the importance of jobs servicing London’s population with these jobs spread throughout large parts of
the capital.
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Map 2.21: Dominant employment clusters in London by workplace zones in 2011
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Map 2.22: Workplace zones type in London by COWZ-EW classification3®
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2.6.2 Employee concentration by broad sectors of the economy

This sub section examines the geography of employee jobs concentration by broad sectors in London
in greater detail in order to give a better understanding of the economic geography of London beyond
the clusters highlighted above. However, it should be noted that some sectors are not presented

in this chapter, as those sectors cannot be analysed at low-level geographies because of data
confidentiality reasons.

Map 2.23 shows that central London is an important area of employee jobs in the Accommodation and
food service sector. There are also other smaller areas of employee jobs concentration in this sector
across the rest of London.

Map 2.23: Employee concentration in Accommodation & food service activities in London in
2015

Employees per square kilometre
(number of MSOAs)

|:| Local Autherity boundary

1,000 to 16,000 (77)
250 to 809 (173)
100 to 249 {236)
5016 99 (175)

0to 49 (212}
data suppressed (110)

MNote: MSOA denctes Middlelayer Super Output Areas, a geography used for the analysis of small area statistics
Source: Inter-Departmental Business Register, Office for National Statistics

Contains National Statistics data @ Crown copyright and database right 2016

Conlains Ordnance Survey data © Crown copynight and database right 2016 Ordnance Survey 100032216

Source: IDBR
Employees in Administrative and support services are also heavily concentrated in central London and

the NIOD but as seen from Map 2.24 other areas, especially in West London around the Thames and
Heathrow, also see large numbers of employees in this sector.
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Map 2.24: Employee concentration in Administrative and support services in London in 2015

| Employees per square kilometre |
(number of MSOAs)

:l Local Authority boundary

1,000 to 18,000 (71)
250 to 999 (184)

100 to 249 (248)

50 to 99 (180)

0to 49 (224)

data suppressed (68)

Mote: MSOA denotes Middle-layer Super Output Areas, a geography used for the analysis of small area statistics
Source: Inter-Departmental Business Register, Office for National Statistics

Contains Mational Statistics data @ Crown copyright and database right 2016

Contains Crdnance Survey data & Crown copyright and right 2016. Ord Survey 100032216

Source: IDBR

Map 2.25 shows that beyond central London there are concentrations of employees in Construction in
London east of the city and west of the CAZ, as well as some areas of South London.

Map 2.25: Employee concentration in Construction in London in 2015

Employees per square kilometre |
(number of MSOAs)

[ ] Locat Authority boundary

1,000 to 4,000 (13)
250 to 999 (71)

100 to 249 (244)

50 to 99 (324)

0to 49 (311)

data suppressed (20)

Mote: MS0A denoles Middie-layer Super Qutput Areas, a geography used for the analysis of small area statistics
Source: Inter-Depanmental Business Register, Office for National Stalistics

Contains Mational Statistics data & Crown copyright and database right 2016

Contains Ordnance Survey data © Crown copyright and database right 2016. Ordnance Survey 100032216

Source: IDBR
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Employees in Head offices and management consultancy as shown by Map 2.26 are unsurprisingly
concentrated in central London, the NIOD and also around Heathrow.

Map 2.26: Employee concentration in Head offices and management consultancy in London

in 2015

. Employees per square kilometre
(number of MSOAs)

|:| Local Authority boundary

1,000 to 16,000 (29)
250 to 999 (52)

100 to 249 (121)

50 to 89 (141)

0 to 49 (558)
data suppressed (82)

Note: MSOA denotes Middle-layer Super Output Areas, a geography used for the analysis of small area slatistics
Scurce: Inter-Deparimental Business Register, Office for National Stafistics

Conlains National Statistics data © Crown copyright and dalabase right 2018

Contains Ordnance Survey data @ Crown copyright and datab: right 2016 Ordi Survey 100032216

Source: IDBR

Map 2.27 shows that employees in Human health and social work activities are highly concentrated in
a number of areas of London, but in contrast to other activities are more spread out across London,
most likely to meet the needs of the widely distributed population of London.

80

GLA Economics



Economic Evidence Base for London 2016

Map 2.27: Employee concentration in Human health and social work activities in London in
2015

per sq
(number of MSOAs)
I:l Lacal Authority boundary

1,000 to 16,000 (82)
250 to 999 (263)

100 to 249 (288)

50 to 99 (178)

0to 49(122)

data suppressed (72)

Note: MSOA denotes Middle-layer Super Output Areas, a geagraphy used for the analysis of small area statistics
Source: Inter-Departmental Business Register, Office for National Statistics

Conlains Mational Stalistics data © Crown copynight and dafabase right 2016

Contains Ordnance Survey data @ Crown copyright and database right 2016. Ordnance Survey 100032216

Source: IDBR

Map 2.28 shows that employees in Information and communications are concentrated in central

London and the NIOD, as well as in areas of West London, parts of Richmond upon Thames and
Sutton.
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Map 2.28: Employee concentration in Information and communications in London in 2015

Nate: M30A denctes Middledayer Super Outpul Areas, a geography used for the analysis of small area statistics
Source. Inter-Deparimental Business Register, Office for National Stalistics

Contains National Statistics data © Crown copyright and database right 2016

Contains Ordnance Survey data © Crown copyright and database right 2016. Ordnance Survey 100032216

Source: IDBR

Employees per square kilometre |
(number of M50As)

[ Local Authority boundary

1,000 to 24,000 (46)
250 to 999 (103)
100 to 249 (182)

50 to 99 (238)

0to 49 (362)
data suppressed (52)

Employees in Professional, scientific and technical activities (excluding Head office and management
consultancy) are concentrated in central London, the NIOD and spreading into west London. However,
Map 2.29 also shows areas of concentration in Croydon, Harrow, Newham, and Sutton.
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Map 2.29: Employee concentration in Professional, scientific and technical activities
(excluding Head office and management consultancy) in London in 2015

Employees per square kilometre
{number of MSOAs)

| [ Local Autharity boundary

1,000 to 24,000 (49)
250 to 999 (122)
100 to 249 (196)
50 to 99 (216}

Oto 49 (318)
data suppressed (82)

Note: MSOA denctes Middle-layer Super Output Areas, a geography used for the analysis of small area statistics
Source: Inter-Deparimental Business Register, Office for National Sialistics

Contains Natianal Stalistics data & Crown copyright and database right 2016
Contains Ordnance Survey data @ Crown copyright and right 2016. Ord Survey 100032218

Source: IDBR

Map 2.30 shows employees in Retail (excluding motor services) being concentrated in central London

but with other areas of concentration spread across the whole of London and often associated with
the various town centres in the capital.
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Map 2.30: Employee concentration in Retail (excluding motor services) in London in 2015

' Employees per square kilomatre
{number of MSOAs)

[ Local Authority boundary

1,000 to 19,000 (84)
250 to 999 (221)

100 to 249 (247)

50 to 99 (138)

Oto 48 (193)

data suppressed (100)

Note: MSOA denotes Middie-layer Super Output Areas, a geography used for the analysis of small area stalistics
Source: Inter-Departmental Business Register, Office for National Statistics

Centains National Statistics data © Crown copyright and database right 2018

Contains Ordnance Survey data & Crown copyright and database right 2016, Ordnance Survey 100032216

Source: IDBR

Map 2.31 shows that employees in Wholesale (including motor services) are concentrated in a broad
swathe of Central and West London and around Heathrow. While other areas are visible in Barking

and Dagenham, Bexley, Croydon, Enfield, Greenwich, Harrow, Havering, Hounslow, Kingston upon
Thames, and Sutton.
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Map 2.31: Employee concentration in Wholesale (including motor services) in London in
2015

Employees per square kilometre
(number of MSOAs)

|:| Local Authority boundary

1,000 ta 6,000 (19)
250 to 999 (131)
100 to 249 (218)
5010 99 (172)

010 49 (343)
data suppressed (100)

Mote: MSOA denotes Middie-layer Super Output Areas, a geography used for the analysis of small area statistics
Source: Inter-Deparimental Business Regisler, Office for National Statistics

Contains Mational Statistics data © Crown copyright and database right 2018

Contains Ordnance Survey data © Crown copyright and database right 2016, Ordnance Survey 100032216

Source: IDBR

Other data could be used to examine employment concentration in London as was recently shown in a
working paper for GLA Economics® at a slightly more aggregated geography for London, however the
broad findings outlined above still hold true.

2.7 The lifecycle of firms in London
This section examines the lifecycle of firms in London from their birth or relocation into London to
their migration out of London or their death if this occurs.

2.7.1 Firm births and deaths in London

As will be shown in more detail in Chapter 5 of this Evidence Bases London is a dynamic business area
with it containing the most active enterprises of any UK nation or region and nearly one fifth of all UK
enterprises. It also, outside of recessions, generally sees more business births than deaths (as shown
by Figure 2.1) and thus has seen an expanding number of businesses over time. As noted, more detail
on business start-ups and deaths and their spatial nature is given in Chapter 5 of this Evidence Base.
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Figure 2.1: Annual business net-start up rate, London and the UK
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2.7.2 Migration of firms from London

This sub section looks at the movement of firms and employment into and out of London and from or
to the Greater South East and the UK over time. This examination should not be taken to imply that
the eventual migration of firms from their founding region is guaranteed or is most likely but rather
examines the flow of this migration for any firms that choose to relocate.

Concentration of internationally competitive businesses in the centre of London drives up the value
of land. That drives businesses to be very productive, but the increased cost of this land has ‘knock
on’ effects through a chain of substitution through the rest of London. Some companies and sectors
find this high value of land difficult to live with and so move out of the capital. Thus although London
generally creates more firms than the rest of the UK and generally sees growth in the number of firms
based in the capital (as was shown above and will be shown in more detail in Chapter 5), research for
GLA Economics has found that in terms of firms migrating into and out of London the capital has seen
more firms and employment move out than move in from “the Greater South East and the rest of the
UK. In 2012-13, 1,600 more firms migrated out of London than migrated in, resulting in a net loss of
employment to the GSE and the rest of the UK of 10,470"%.

This net firm migration could be in reaction to the cost of doing business in the capital due to the
price of land. Maps 2.32a and 2.32b show net firm migration in and out of London, by London
borough, in 2004 and 2013, although it should be noted that these maps do not include firm
migration between London boroughs. As can be observed the maps indicate that in 2013, most
London boroughs experienced net outward firm migration, with Sutton being the only London
borough showing a noticeable net gain from firm migration. Maps 2.33a and 2.33b show that the
destination of outwardly migrating London firms, over a number of years, was across most of the UK
but with a heavier concentration into the wider Greater South East. Further analysis of firm migration
is given in Chapter 5 of this Evidence Base.
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Maps 2.32a & 2.32h: Net migration of businesses to and from London in 2004 and 2013 (as

a percentage of business stock)
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Source: TBR Observatory 2015. QGIS Development Team, 2015. QGIS Geographic Information System. Contains National
Statistics data and Ordnance Survey data © Crown copyright and database right 2015 (TBR ref: W4/M1 & M2).
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Maps 2.33a & 2.33b: Destination of outward migrating firms, 1998-2007 and 2008-2014, by

local authority (percentage of all outward migration)
1998-2007
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2008-2014

Orkney Shetland

Destination of Outward
Migrations from London,
2008-2014

0.0 %

0.00% - 0.24 %

0.24 % - 0.68 %
B 0.68 % - 1.47 %
W 1.47% +

Source: TBR Observatory 2015. QGIS Development Team, 2015. QGIS Geographic Information System. Contains National
Statistics data and Ordnance Survey data © Crown copyright and database right 2015. (TBR ref: W11/M1).

2.8 Conclusion

This chapter has shown how the forces of globalisation and agglomeration have led to sectoral
specialisation which has also, to a degree, manifested itself in a spatial specialisation or concentration.
Thus particular (and many) functions of London’s economy have tended to locate in certain areas of
London — particularly central London. And this is because central London offers a number of things
that can’t be found in combination in many other places. Central London offers good access to a
large pool of high skilled labour (as shown later in this Evidence Base in Chapter 9) and good access
to complementary inputs (so finance houses putting together merger deals for example have good
access to legal services, accountancy and audit services, management consultancies etc.). Thus many
businesses locating in central London want to be near one another. However, economic activities
serving more local geographic markets take place across London as a whole. All of this though leads
to demands on the transport network and also intense competition for land. The next two chapters of
this Evidence Base examine these issues in more detail.
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3: Transport in London and beyond

3.1 Key points

® |ondon’s radial public transport network helps support its economy. It allows a
lot of people to be brought into a very small area enabling the exploitation of
agglomeration economies which underpin the international competitiveness of
London’s economy.

This is shown by the number of commuters that come into London from the wider
Greater South East. In some parts of the Greater South East London accounts for the
place of work for over 40 per cent of that area’s total workforce.

Commuting for work is also high within London with over 600,000 in-commuters
commuting to work in Westminster and the City in 2011.

The efficient transport system means that large sections of London are within 45
minutes (public transport travel time) of a significant number of jobs. Thus data from
Transport for London (TfL) shows that typically, for people living in outer London,
between 0.25 and 0.5 million jobs are potentially available from their home location
within 45 minutes travel time. However, this rises to typically around 2.5 million jobs
potentially available to a resident of central London.

Public transport has become increasingly important over the past 20 years with the
percentage share of journey stages of private transport in London having declined
while that of public transport has increased.

London’s transport system is also important for the UK as a whole with Heathrow
Airport being the sixth biggest in the world in terms of passenger numbers, although
its position in global rankings has declined over time as other global airports grew
passenger numbers more quickly. Still it remains the second biggest in terms of
international passengers (ie not including domestic passengers) with Gatwick coming
in at number 12.
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In Chapter 2 the different geographies that can be used to define London were examined and the
concentration of economic activity within the centre of the city due to agglomeration economies was
outlined. This geographical spread and concentration of activity can only be supported by an efficient
transport network to allow a significant flow of people into and around London. This chapter examines
the flow of commuters into London before looking at the transport network that allows these flows in
some detail. It then briefly examines some of the transport infrastructure in the wider South East. The
strains due to congestion and other issues faced by the transport system are also of great importance
to London’s economy and people and are covered in detail in Chapter 6 of this Evidence Base.

This section begins to examine the links to London of those areas economically tied to the capital by
looking at commuter flows into London. While London sees commuters flowing into it from the wider
Greater South East and beyond, it also sees much internal travel between different areas of the capital
as well. Further details on commuters are given in Chapter 8 of this Evidence Base.

3.3.1 Commuters into the Central Activities Zone

A large number of people both within London and the wider Greater South East work in the Central
Activities Zone (CAZ) and need to commute into it every work day. Maps 3.1 and 3.3 shows data on
the residence origin of workers in the CAZ on a map of London and the wider Greater South East
respectively at the Middle Layer Super Output Area (MSOA) level; they thus indicate the greater
importance of certain geographies for workers into the CAZ. In addition, Maps 3.2 and 3.4 show the
number of workers coming from different MSOAs as a percentage of each area’s workforce indicating
the importance of the CAZ as an employment destination for these areas. The patterns shown in
these maps are consistent with the travel to work area (TTWA) for London analysed in Chapter 2 of
this Evidence Base, which showed less reliance of West London on the CAZ, with a separate TTWA for
Heathrow and West London compared to the rest of the capital.
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Map 3.1: Workers in CAZ only based workplaces by residence origin in London, 2011,
absolute numbers
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Map 3.2: Workers in CAZ only based workplaces by residence origin in London, 2011, as
percentage of an areas workforce
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Map 3.3: Workers in CAZ only based workplaces by residence origin in the Greater South
East (excluding London), 2011, absolute numbers
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Map 3.4: Workers in CAZ only based workplaces by residence origin in the Greater South
East (excluding London), 2011, as percentage of an areas workforce

North
Norfolk

Izle of
Wight

@ Crown Copyright and database right (2016) Ordnance Survey 100032216 GLA
ONS Census 2011 {published under OGL)

[ etasoundary Local Authority to CAZ Flows
[ central Activity Zone  Flows to GAZ (percentages)
0% - 0.2%

0.3% - 1.9%
B 2% -4.3%
B 4 4% -98%
Bl oo - 165%

Source: Census and GLA Intelligence Unit analysis

3.3.2 Commuters into London as a whole

London is an important work destination for people living in the Greater South East outside of London
with Map 3.5 showing the absolute number of workers an area provides to London and Map 3.6
showing the percentage of an area’s workforce that work in London. These maps thus highlight the
economic interconnection between London and the wider Greater South East.
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Map 3.5: Workers in London based workplaces by residence origin in the Greater South East
(excluding London), 2011, absolute numbers
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Map 3.6: Workers in London based workplaces by residence origin in the Greater South East

(excluding London), 2011, as percentage of an areas workforce
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Figures 3.1 to 3.3 examine London’s commuters in more detail. Figure 3.1 shows the steady increase
in out-commuting and in-commuting that has occurred since 1991, while Figure 3.2 shows that most
but not all commuters in London come from the wider Greater South East. In looking at the source
and characteristics of commuters in to London, TfL observes that “unsurprisingly, the local authorities
hosting the largest numbers of commuters into London are those closest to the London boundary,
such as Epping Forest, Thurrock, and St Albans. Outside of the South East and East regions, Wiltshire
was the local authority with the highest number of commuters to London”. TfL further notes that
“commuters from outside London tend to be older on average than London workers — 44 per cent

are aged 35 to 49 and more than 20 per cent are aged over 50. The vast majority also use one of two
modes of transport to travel to London, with 45 per cent travelling by rail and 40 per cent by car.
Commuting into London by train is much more common if the workplace is in inner (including central)
London, whereas car dominates in outer London workplaces. For example, 85 per cent of (non-
resident) commuters to the London borough of Hillingdon travel by car”'. A breakdown of the travel
mode of commuters into London from outside of the capital is given later in this chapter in Figure 3.7.

Figure 3.1: Long term trend in commuting to and from London
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Figure 3.2: Proportion of commuters into London by region of residence, 2011
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Looking at commuters within London itself TfL observe that “the majority of London residents that
work in London are employed in a different borough to where they live — just over 71 per cent”3.
However, as can be seen from Figure 3.3, inner London boroughs dominate as a destination for

commuters from within London with nearly 30 per cent of total commuters in London commuting to
Westminster and the City.
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Figure 3.3: Commuting inflows from within London by borough, 2011, London residents
only
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Map 3.7 examines these London based commuter flows in more depth and shows the most important
source local authorities for commuters into the top five commuter destinations in London (these being
Camden, the City of London, Southwark, Tower Hamlets and Westminster). It should however be noted
that these are not the only important commuter destinations in London and the South East with for
instance substantial commuter flows going to businesses along the M4 corridor. Still, as can be seen
from Map 3.7, inner London local authorities attract significant flows of people from across London
with a large percentage of them relying on London’s public transport system to get them swiftly to
work.
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Map 3.7: Top five London local authorities by origin and destination of worker flows
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3.4 Transport in the CAZ

As highlighted by the commuters flows shown above, public transport is vital for the functioning of
the CAZ, it being the only realistic way in which to get a significant part of its large workforce into
such a confined area. Thus the CAZ is well serviced by public transport, with this likely to improve
in the future as a number of public transport schemes are in the process of being built, have been
committed to or proposed as shown by Map 3.8.
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Map 3.8: Major public transport infrastructure including schemes committed and future
opportunities
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3.5 Transport in London as a whole

To get to the CAZ but also around the wider London area requires an extensive transport system

and the transport connections in London as a whole are extensive and snake into the wider South
East as highlighted by Map 3.9, which shows the rail and tube routes in London and the surrounding
geographies. This section examines how this transport network combines to provide strong public
transport accessibility within London, which opens up numerous job opportunities to Londoners.
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3.5.1 Public Transport Accessibility Levels

Public Transport Accessibility Levels (PTALs) indicate relative connectivity to the public transport
network for any location in London. The term ‘connectivity to the network” indicates that the PTAL
measure focuses on the proximity to public transport services, and not on where these services actually
take people to or indeed how accessible they are to all members of the population.

Map 3.10 shows Greater London PTALs for 2015. Clearly central London is dominated by high

PTAL values, as are other metropolitan town centres, such as Croydon, Kingston and Harrow. The
predominantly radial orientation of the main public transport corridors is also visible in the map. Note
that PTAL values are on a scale from 1 to 6, with 6 representing the highest connectivity level.

Map 3.10: PTAL in London with highlighted town centres, 2015

PTAL 2015:
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Source: TfL Planning, Strategic Analysis

Despite frequent incremental improvements to the public transport networks, the overall pattern

of PTAL scores changes only slowly at the Greater London level. However, specific additions to the
networks, such as the opening of the East London line, and Games-related improvements around
Stratford, can make a substantial difference locally. At the borough level (in terms of average PTAL
scores across a borough) the nature of these improvements over time becomes more apparent. Note

that the actual PTAL score, on a scale from 1 to 6, is derived from an access index, which is on a linear
scale.
