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Foreword 

Leonie Cooper AM  
Chair of the Economy Committee 

The number of people in working families in poverty in 
London has risen dramatically over the last decade, and 
rising housing, childcare and transport costs mean that the 

wages needed in London to cover the basic household 
budget are considerably above those needed in the rest of 
the UK. 

The London Assembly Economy Committee met in May and June 2019 to 
investigate the growing proportion of Londoners that now find themselves in 
low pay work and in-work poverty.  

This report lays out the circumstances and factors that are denying Londoners 
the opportunities for decent livelihoods, for themselves as well as their 
families. It also sets out recommendations for the Mayor to take up. 

I would like to thank my Economy Committee colleagues and all those who 
provided evidence to the Economy Committee during its investigations.  
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Summary 

Poverty has traditionally been associated with worklessness, but is 
increasingly a risk faced by Londoners already in employment. Recent 
research, from the Institute for Fiscal Studies, indicates that the proportion of 
working Londoners in poverty has risen from 15 per cent in 1994/95, to 24 per 
cent in 2017/18.1 

The Mayor stated, in June, that poverty is neither inevitable nor acceptable in 
our capital.2 The London Assembly Economy Committee agrees with this 
statement. Low pay and in-work poverty are denying Londoners the 
opportunities for decent livelihoods, for themselves as well as their families.  

The Committee recognises and applauds the Mayor on the actions he has 
taken to try and tackle low pay and in-work poverty in London. However, 
more must be done to meet the challenge. 

In June 2019, the Committee concluded investigations into low pay and in-
work poverty to better understand the issue and identify what actions the 
Mayor needs to take to help Londoners struggling to make ends meet. 

What is low pay and in-work poverty? 

Low pay is defined by the Nuffield Foundation, as pay that is less than two-
thirds of the average median hourly earnings. In London, the Office for 
National Statistics assesses low pay by looking at earnings below the London 
Living Wage (LLW) – which was increased to £10.75 in November by Trust for 
London.3 4 In 2018, 875,000 Londoners were paid below the LLW. This is 20.4 
per cent of London’s working population.5 

In-work poverty occurs when a working household’s total income does not 
meet their needs.6 The latest available data for London’s Poverty Profile 
shows that 1.3 million Londoners in poverty live as part of a working family, 

which is a 50 per cent increase over the last decade. 7  

Through the Committee’s investigation, we heard from experts, and 
conducted comprehensive research to develop recommendations that we feel 
will make a positive difference for those Londoners who are living in difficult 
financial circumstances despite the opportunities provided by London’s high 
performing economy. 
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Recommendations 

Support people to transition back into the labour market 

Recommendation 1 

The Mayor should include supporting transition back into 
the labour market as one of the listed priorities in the Skills 
for Londoners Innovation Fund prospectus for future 
rounds of funding applications, with a focus on groups at 
risk of being in low paid work or in in-work poverty.  

Understand which industries have a high prevalence of low 
pay in London’s economy 

Recommendation 2 

The Mayor should provide a commitment and timeframe 
for establishing a working group tasked with looking into 
and developing solutions to the challenges present in the 
low pay sectors of London’s economy by March 2020.   

Encourage the development of high-quality work at the local 
level 

Recommendation 3 

The Mayor should use his convening powers to support 
London boroughs to develop solutions to low pay and in-
work poverty – ideally through a broader adoption of the 
London Living Wage by March 2020. 

Enforce employer compliance with the National Minimum 
Wage 

Recommendation 4 

The Mayor should: 
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(i) Direct the GLA to engage in greater cross-agency 
working (for example to work closely with local 
authorities, HMRC and so on) to ensure there is a 
more proactive, intelligence-led approach to 
enforcement; and as part of this 

(ii) By March 2020, call for local authorities to work 
more closely with enforcement agencies to enforce 
Minimum Wage legislation 

(iii) By March 2020, write to the Financial Secretary to 
the Treasury to lobby the national Government to 
ensure that HMRC has an adequate number of 
trained staff as a priority. 

Ensure workers know their employment rights 

Recommendation 5 

The Mayor should:  

(i) Build upon the employments rights hub and consider 
how information campaigns could ensure the 
employments rights hub reaches a wider audience; 
and 

(ii) Support the Taylor Review’s call for legislation on the 
rights of workers and use City Hall’s influence to 
encourage public and business support, before the 
end of the current mayoral term. 

 

Expand employer adoption of the London Living Wage 

Recommendation 6 

The Mayor should:  

(i) Provide an update on the timelines for the feasibility 
of making London Living Wage accreditation a 
requirement for businesses in receipt of capital 
funding from the GLA, TfL, or those whose services 
are procured by the GLA group by March 2020 



 
 

 

 
London Assembly I Economy Committee 6 
   

(ii) In consultation with representatives from London 
boroughs, establish a case to offer business rates 
discounts to London Living Wage accredited 
businesses across London boroughs. The Mayor 
should set out a plan to work with London boroughs 
by March 2020, with a view to have the next 
Mayoralty present the business case to the Minister 
for London and HM Treasury by December 2020.   

 

Encourage employers to take up the Good Work Standard 

Recommendation 7 

The Mayor should produce a plan for encouraging more 
businesses to sign up to the Good Work Standard, as well 
as how its effectiveness will be measured, by March 2020. 
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1. Why are some 
Londoners affected 
more than others? 
Key findings 

▪ Low pay and in-work poverty disproportionately 
affect some Londoners more than others 

▪ Londoners with protected characteristics are more 
likely to be affected by low pay and in-work poverty 
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Evidence provided to the Committee in its meetings suggests that low pay and 
in-work poverty disproportionately affects some Londoners more than others. 
Protected characteristics like gender, ethnicity and age appear to be a factor.  

Gender 

Women were identified as one of the groups detrimentally affected by low -
pay in London.8 9  When women take time away from work to have children, 
coming back into work can be difficult and may result in them not being able 
to fully utilise their skills, qualifications and experience for employment. This 
is an issue for both the individual, as they are not earning wages to their 
market potential, and in wider society, as they are not contributing as 
optimally as possible to the productivity of organisations and the UK 
economy. As a result, women have less earning power, and lower wages, 
which can affect the rest of their careers. 

Ethnicity  

As a proportion of employees of each ethnic group that are paid below the 
London Living Wage, Black, Asian and minority ethnic (BAME) people, 
particularly those with Pakistani, Bangladeshi, African or Caribbean heritage, 
are disproportionately affected.10 46 per cent of Pakistani and Bangladeshi 
employees are paid below the LLW, which is double the low pay rate for white 
British employees at 19 per cent. Employees from Black, African, Caribbean or 

Black British backgrounds have a low pay rate of 35 per cent.11  

Age 

Young people are more adversely affected by low pay. For example, 18 to 21-
year olds face a 70 per cent likelihood of receiving less than the LLW.12 There 
is no requirement for LLW accredited employers to pay apprentices and 
interns the LLW amount. Apprenticeships are a key entry route into the labour 
market for young people (aged under 19). In 2017/18 young people 
accounted for 28 per cent of all apprenticeship starts, compared to 25 per 
cent in 2016/17.13 Under the National Minimum Wage regulations, they are 
entitled to a minimum of £3.90 per hour.14  Through its investigation, the 
Committee heard evidence that some apprentices are not even receiving this 
minimum amount.15 
 

Those who are disabled, as well as migrant workers from various 
backgrounds, were also mentioned as being particularly affected by the 
phenomenon of low paid work and in-work poverty.16 The Economy 
Committee’s previous work on the disability employment gap has also 
highlighted the importance of making work fairer and more accessible for 
disabled people.17 
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We know that when women leave the labour market to have 
children, they generally come back in at a lower grade or part-
time so they lose wages, and that is a permanent loss 
throughout the rest of their careers. We need to perhaps think 
about how we keep those who take time out to look after 
children and the elderly, how they can be incorporated into the 
workforce and not lose a lot of their expertise and skills or get 
penalised for doing so. 

Tim Butcher (Chief Economist, Low Pay Commission) 
 

 

 

 

 

 

 

Recommendation  
The Mayor’s Skills for London Innovation Fund currently supports those 
affected by job displacement and redundancies. While the second round of 
the fund applications closed in December, we believe the fund must continue 
to account for the provision of skills and training for those in need. It must 
also include as a criterion for success in its application process, a requirement 
to support people transitioning back into employment – currently, the 
2019/20 Skills for Londoners Innovation Fund Prospectus does not include 
such a requirement. 18 Including this requirement would not only assist people 
into better work opportunities but could also lead to broader changes in the 
business practices of London’s employers. 

The flexible nature of this fund would also be ideal for investing in 
concept/market testing projects and the scaling up of promising 
interventions. This could enable women and those who have been out of 
work for extended periods to return to the labour market to fully utilise their 
talents and skills. We would urge you to consider this priority for future 
funding rounds.  

 

  

Recommendation 1:  
The Committee calls on the Mayor to include supporting transition back 
into the labour market as one of the listed priorities in the Skills for 
Londoners Innovation Fund prospectus for future rounds of funding 
applications, with a focus on groups at risk of being in low paid work or in 
in-work poverty. 
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2. Which jobs and 
sectors are 
most affected 
by low pay?  
Key findings 

▪ Certain sectors in London’s labour market have 
higher concentrations of low pay jobs  

▪ The ‘gig economy’ is a growing sector in which low 
pay is an on-going issue 
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There has been an 86% increase in self-employed workers in the 
transport sector. There has also been an increase in involuntary 
part-time working. The recession has seen people who have not 
been out of work; they have been in work but have not been 
able to find the number of hours that they want. That work is 
often precarious. It is often low paid and inflexible. 

Manny Hothi (Director of Policy, Trust for London) 

Based on the evidence gathered by the Committee, it has become clear that 
certain sectors of London’s economy have a higher concentration of low paid 
jobs. 19 20 This is most prevalent in sectors such as hospitality (hotels and 
restaurants) and retail. 6 in 10 jobs in hospitality and 4 in 10 jobs in retail pay 
less than the Living Wage.21 Jobs in these sectors make up a large proportion 
of the employment opportunities available in London, with hospitality alone 
accounting for 10 per cent of jobs.22 Retail accounts for a further 8 per cent.23 
 
The growing presence of the ‘gig economy’, where “labour markets [are] 
characterised by the prevalence of short-term contracts or freelance work”,24 
is also a source of low paid jobs. An example of this would be transport, which 
has seen dramatic growth in self-employment through various delivery and 
service-related functions in the capital, such as those operated by the likes of 
Uber, Deliveroo, and Hermes. Consequently, London has the highest number 
of self-employed people in the UK.25  
 
 
 
 
 
 
 
 
 

 
 
 
 

Recommendation  

In the Committee’s 2016 Hourglass Economy report it was recommended that 
the incoming Mayor should establish a working group to look at the low pay 
sectors most represented in London.26 It has been the view of the Committee 
for some time that doing so would provide an effective means of developing 
ways of encouraging more organisations to improve their contractual 
arrangements, and adopt fairer pay conditions in line with their real needs 

and capability to pay. Unfortunately, this recommendation is still outstanding. 

 

  

Recommendation 2:  
The Committee calls on the Mayor to establish a commitment and 
timeframe for establishing a working group tasked with looking into and 
developing solutions to the challenges present in the low pay sectors of 
London’s economy by March 2020. 
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2.1  

3. Why is London 
so badly 
affected? 
Key findings 

▪ London’s high living costs leave too many Londoners 
exposed to in-work poverty 

▪ Differences in pay between jobs in inner London 
and outer London have created disparities in in-
work poverty within London’s boundaries  



 
 

 

 
London Assembly I Economy Committee 13 
   

If you are on low pay, two thirds of it is all the income you are 
getting. If that pay is not at all correlated with the cost of living 
in London - like the London Living Wage is - then housing costs, 
transport costs and childcare costs are unaffordable. 

Manny Hothi (Director of Policy, Trust for London) 

The cost of living in London also needs to be recognised as a contributing 
factor to in-work poverty. This includes costs associated with items such as 
housing, childcare and transport. These typically cost more in London than the 
rest of the country.27 28 29 

There are also disparities in low pay and in-work poverty within London itself. 
According to the Smith Institute, three in five people living in poverty in 
London reside in Outer London.30 The state of the housing market, with 
people moving to more affordable areas in outer boroughs, as well as the 
reduction of social housing in Inner London, have been identified as 
contributors towards this.31  

 

 

 

 

 

 

Recommendation  
The Mayor should use his influence to encourage London boroughs to develop 
place-based plans to improve the number of Living Wage jobs in their areas. 
The Committee welcomes that 1,020 employers have signed up to the London 
Living Wage since 2016. However, more could be done to further extend take-
up among employers throughout London. Boroughs could adopt the approach 
of the London Living Wage Foundation by strategically targeting large 
employers. For example, those employers which act as local ‘anchor 
institutions’ such as the NHS, Further Education and Higher Education 
institutions, could be approached first. By doing so, London boroughs help 
safeguard workers from in-work poverty and help grow their local community 
and economy.32  

 

 

 

  

Recommendation 3:  

The Mayor should use his convening powers to support London 
boroughs to develop solutions to low pay and in-work poverty – ideally 
through a broader adoption of the London Living Wage. There should 
be a plan in place to achieve this by March 2020. 
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4. Inhibitors to 
addressing low pay 
and in-work 
poverty 
Key findings 

▪ The number of employers not paying the National 
Minimum Wage is rising 

▪ Londoners working in contracting or outsourced 
roles lack employment benefits and rights which 
full, or even part-time workers, are entitled to 

▪ Lack of transparency in outsourcing and 
procurement practices has made it difficult to 
effectively monitor the conditions of outsourced 
workers   

▪ 49 businesses have been accredited by the Mayor’s 
Good Work Standard 
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We have research that has looked into why employers pay less 
than the minimum wage. Some of the employers’ attitudes are 
quite surprising given we are in the 21st century, in that they 
will argue that it is for students or others in the household 
where it is not a main income, therefore it is pin money. 

Tim Butcher (Chief Economist, Low Pay Commission) 

The Committee recognises that the challenges which low paid work and in-
work poverty raises are complex, and acknowledges, that the powers which 
the Mayor has available are limited. However, the Committee highlights 
specific issues outlined below, which the Mayor can have a positive impact on. 
These refer to underpayment of the National Minimum Wage, poor 
outsourcing practices, low take-up of the London Living Wage, and the low 
take-up of the Mayor’s Good Work Standard.  

 

Underpayment of the National Minimum Wage 

A key issue highlighted to the Committee during its May 2019 meeting is the 
startling rise in cases of underpayment of the National Minimum Wage. In 

April 2018, the Low Pay Commission indicated that as many as 439,000 people 
were underpaid the National Minimum Wage across the UK. Non-compliance 
was most common in London and the South East.33 The Commission’s data 
showed that women were more likely than men to be underpaid, and the 
youngest and oldest National Living Wage workers were more likely to be 
underpaid than other age groups.34  
 
 
 
 
 
 

 

 

 
 
 

Recommendation  
Whilst the Committee acknowledges that devolution of national powers of 
enforcement to a regional or local level is not desirable, the Mayor must take 
concrete action to address non-compliance with payment of the National 
Minimum Wage.35 
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Poor outsourcing practices 
Outsourcing is the practice of contracting out corporate tasks and activities to 
an external contractor, and concerns the Committee due to the employment 
conditions and the nature of the work which some outsourced workers face. 
Whilst there is a lack of clear, robust data relating to the prevalence of 
outsourced and gig-economy jobs in London, the Trade Union Congress 
estimates that there are 3.3 million people working in outsourced roles 
nationally, with the majority likely working in the public sector.36  
 

A key issue raised to the Committee was that outsourced and contract 
workers can often lack the protections which full, or even part-time workers, 
are entitled to. Some outsourced workers are considered as ‘self-employed’ 
by the companies they work for. This can preclude them from employment 
benefits including sick pay, holiday pay, and pension contributions.37 

 

Another key issue raised during the June Committee meeting was that of 
transparency in outsourcing and procurement contracts. Evidence was 
presented regarding the difficulties faced in accessing information regarding 
procurement contracts and services, particularly from HM Government.38 This 
leaves watchdog organisations and interested parties unable to effectively 
monitor the conditions of outsourced workers.  
 
The Taylor Review of Modern Working Practices found that there is a need for 
more clarity in the law setting out the different employment statuses. The 
legislation should be simple enough for workers to understand their rights, 
who they are working for, and what their entitlements are. The review calls 
for more corporate governance and transparency to ensure any legislative 
changes are enforceable. 39 

Recommendation 4:  

The Mayor should: 

(i) Direct the GLA to engage in greater cross-agency working (for 
example to work closely with local authorities, HMRC and so 
on) to ensure there is a more proactive, intelligence-led 
approach to enforcement; and as part of this 

(ii) By March 2020, call for local authorities to work more closely 
with enforcement agencies to enforce Minimum Wage 
legislation. 

(iii) By March 2020, write to Financial Secretary to the Treasury to 

lobby the national Government to ensure that the HMRC has 
an adequate number of trained staff as a priority. 



 
 

 

 
London Assembly I Economy Committee 17 
   

Recommendation  
The Mayor should use the resources of the GLA to empower workers to know 
their rights. This could be in the form of an information campaign or 
supporting online platforms to disseminate information on workers’ rights.  

Furthermore, the Mayor should support the Taylor Review’s call for legislation 
to be established setting out workers’ rights.40 This would make it easier for 
workers to receive basic information about their employment relationship 
from the outset (for example information around pay, hours to be worked, 
expectations around their tasks and duties, among other things). 

 

 

 

Low uptake of the London Living Wage 
Trust for London reports that 40 per cent of Londoners earn an income lower 
than what is needed for basic amenities and acceptable standard of living, 
while the equivalent for the UK is 30 per cent. London has additional costs of 
living which continue to grow, meaning that reaching a minimum decent 
standard of living in the capital costs between 18 per cent and 56 per cent 
more.41  

The London Living Wage is the calculated wage that Londoners need to 
achieve a decent standard of living in London. It is calculated in accordance 
with the higher costs associated with living in London, including housing, 

transport, and child care. The London Living Wage would drastically improve 
outcomes for those in low paid work, raising their wages by an estimated 
average of £2,700 a year, and benefit London’s economy by as much as £294 
million a year.42  
 
The Committee welcomes the Living Wage Foundation’s recent increase of 
the London Living Wage by 20p. The increase is in recognition of growing in-
work poverty with 5.2 million jobs still paying less than the real Living Wage 
countrywide.43  

Recommendation 5:  

The Mayor should:  

(i) Build upon the employments rights hub and consider how 

information campaigns could ensure the employments rights 
hub reaches a wider audience; and 

(ii) Support the Taylor Review’s call for legislation on the rights of 
workers and use City Hall’s influence to encourage public and 
business support, before the end of the current Mayoral term. 
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Fairer pay across London is crucial for tackling in-work poverty 
along with tackling all of the other issues that we have discussed 
today. 

Sam Gurney (LESE Secretary Designate, Trades Union Congress) 

However, in the Committee’s May meeting, the Living Wage Foundation 
reported that only 1,604 businesses in London are London Living Wage 
employers – in a city with over 500,000 businesses.44 This figure has risen 
since then to 1864.45 The Committee was surprised to learn that, of London’s 
32 boroughs, only 17 are accredited London Living Wage employers.46 The 
City of London Corporation is also an accredited London Living Wage 
Employer.47  
 

 

 

 

 

Recommendation 

The Mayor must consider making London Living Wage accreditation a 
requirement for businesses in receipt of capital funding from the GLA or TfL, 
or from those engaging in procurement with the GLA group. 

The Mayor should assess the feasibility, with HM Government and the London 
boroughs, to offer business rate discounts to London Living Wage accredited 
business across London boroughs.  

 

 

 

 

Recommendation 6:  

The Mayor should:  

(i) Provide an update on the timelines for the feasibility of 
making London Living Wage accreditation a requirement for 
businesses in receipt of capital funding from the GLA, TfL, or 
those whose services are procured by the GLA group, by 
March 2020 

(ii) In consultation with representatives from London boroughs, 
establish a case to offer business rates discounts to London 

Living Wage accredited businesses across London boroughs. 
The Mayor should set out a plan to work with London 
boroughs by March 2020, with a view to have the next 
Mayoralty present the business case to the Minister for 
London and HM Treasury by December 2020.   
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The Mayor’s Good Work Standard, which is his benchmark for 
good employment practice. This is a more comprehensive set of 
criteria around fair and good employment practice. We are 
looking to encourage suppliers to benchmark themselves 
against the criteria of the Good Work Standard and to seek to 
improve their employment practices over time using that 
measure. 

Rachel Williamson (Economic Fairness Programme Director, 
Economic Development, GLA) 

 

Increase Uptake of the Mayor’s Good Work 
Standard 
The Committee also welcomes the recent launch of the Good Work Standard. 
It is promising that the standard encourages and emphasises the value of 
employers applying the London Living Wage, as well as being accredited to 
the Living Wage Foundation, to demonstrate that all workers and employees 
including interns receive pay which meets the minimum acceptable standards 
of living.  
 

Since its launch in July 2019, 49 employers out of London’s over 500,000 
businesses have signed up to the Standard.48 

For the Standard to gain awareness and traction with London’s employers, the 
Mayor must set out a strategic approach to encouraging its adoption. 

 

 
 

 
 

 
 
 
 
 
 

Recommendation 
Following the launch of the Good Work Standard last summer, it is important 
to build momentum and increase the number of London employers signed up 
to it. At the end of February 2020, 49 employers had been accredited, and a 
further 120 employers had begun the process of accreditation to the Good 

Work Standard. More employers need to sign up to the standard so that 
higher employment standards can be achieved across a broad range of 
businesses and sectors of the economy. 
The Mayor should provide more clarity on how he plans to encourage a 
greater take-up of the Standard, as well as how the Standard will be assessed 
on its effectiveness in improving employment conditions. 
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Recommendation 7:  

The Mayor should produce a plan for encouraging more businesses to 
sign up to the Good Work Standard, as well as how its effectiveness will 
be measured, by March 2020. 
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Our approach 

 
The Economy Committee agreed the following terms and conditions for our 
investigations: 

Low pay and in-work poverty 

• To assess low pay and in-work poverty in London; 

• To understand the determinants of in-work poverty in London; 

including low pay and high costs of living; and  

• To assess the role of the Mayor in lifting people out of poverty. 

Outsourcing and procurement 

• To understand why organisations outsource, and explore the impacts 

such decisions have on Londoners;  

• To understand whether employment rights protection – Transfer of 
Undertakings (Protection of Employment) Regulations 2006 specifically 
– apply to workers in outsourcing organisations;  

• To understand the challenges associated with procurement;  

• To gain insight into good commissioning practice standards and how 

they benefit workers;  

• To understand the experiences of low paid workers; and  

• To understand the role of the Mayor in ensuring best practice 

examples of good procurement are followed. 

At its public evidence sessions, the Economy Committee took oral evidence 
from the following guests:  

Low pay and in-work poverty 

• Sam Gurney, London East and South East Reginal LESE Secretary 
Designate, Trades Union Congress; 

• Manny Hothi, Director of Policy, Trust for London;  

• Amy Hulme, Senior Programme Manager, Living Wage Foundation;  

• Tim Butcher, Chief Economist, the Low Pay Commission, and 

• Helen O’Connor, GMB Union 

Outsourcing and procurement 

• John Tizard, Independent Strategic Advisor;  

• Matt Dykes, Senior Policy Officer for Public Services, TUC;  

• Nick Davies, Programme Director, Institute for Government;  

• Rachel Williamson, Economic Fairness Programme Director, Economic 

Development, Greater London Authority;  
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• Nabeel Khan, Head of Economic Development, Greater London 
Authority; and  

• Tim Ruin, Head of Responsible Procurement and Supplier Skills Team, 
Transport for London.  

•  
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Other formats and 
languages 

If you, or someone you know, needs a copy of this report in large print or 
braille, or a copy of the summary and main findings in another language, then 
please call us on: 020 7983 4100 or email: 
assembly.translations@london.gov.uk. 
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