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Foreword

The 2005 London Annual Business Survey (LABS) is the third annual survey of private
sector businesses in London undertaken jointly by the London Development Agency
(LDA) and Business Link for London (BLA4L). The survey provides a detailed and
comprehensive overview of private sector businesses in London. It collects information
on the structure of businesses in London in terms of characteristics such as size, sector
and profile of ownership. It also assesses the areas in which businesses in London face
the greatest challenges.

LABS is based on a robust and representative sample of businesses in London. 4,002
businesses took part in the survey, which was conducted by telephone. The report
outlines the key findings that emerged from the data. As the survey is now in its third
year it has also become increasingly possible to assess how businesses and the
environment in which they operate have been changing over time.

In terms of the major challenges that businesses in London face, availability of skilled
employees continues to be the most serious reported problem. The extent to which this
issue is a problem has also increased significantly since 2004. In addition, the industry
sector reporting the highest level of problems with this issue is the Construction sector.

LABS also suggests that the proportion of businesses that are owned by women has been
increasing. There is a mixed picture in terms of ethnic minority ownership, with the level
of black ownership having increased slightly, but the level of Asian ownership having
decreased slightly.

One of the key strengths of the survey is its ability to identify the key factors that
influence business performance. In terms of business strategy, those businesses that
had invested in IT, product/service development, training/re-training and had well set
up management systems were significantly more likely to have seen an improvement
in performance.

LABS provides a comprehensive overview of the profile of businesses in London and
the nature of the issues that they face. This information enables the LDA and BLA4L to
effectively target and tailor their services in order to maximise the effectiveness of the
support that they give to businesses in London and to ensure that London maintains
its position as a leading global location for business.

N Y

Manny Lewis Alison J White
Chief Executive Interim Chief Executive
London Development Agency Business Link for London
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Introduction

1.1 Objectives of the survey

The 2005 London Annual Business Survey (LABS) is the third annual survey of private
sector businesses in London undertaken jointly by the London Development Agency
(LDA) and Business Link for London (BLA4L).

The objectives of the annual survey are to:

e collect indicators of the performance of private sector businesses in London,
and analyse the factors that influence business performance, to assist in the
development of LDA and BL4L policies and activities

 analyse the impact of London’s physical and social infrastructure on businesses
e identify issues faced by businesses where help and support may be beneficial
e monitor changes in these factors over time

This survey is widely used by organisations in the Greater London Authority (GLA)
group to look at issues affecting businesses in London. LABS is also used by the LDA
to monitor progress on London’s Economic Development Strategy (EDS).

1.2 Methodology
Survey methodology

The survey covers all types of private sector businesses except for the self-employed. The
survey is telephone based and aimed at the CEO/MD, other director or senior manager.
The fieldwork for the 2005 survey was undertaken between October and December 2005,
with 4,002 businesses being interviewed. The survey was undertaken on a quota sample
basis. This approach involves over-sampling certain sizes of businesses, sectors and
sub-regions in order to obtain statistically robust sample sizes for these categories, and
then re-weighting these categories to the actual population of businesses in London.

The 2005 questionnaire contained 74 questions' covering:
1. Business profile (q1-17)

2. Workforce (q19 -25)

3. Turnover, profit and productivity (q26—31)

4. Investment and access to finance (q32—-41)

5. Sales and purchasing (q42-45)

6. Barriers and enablers (q46—48)

7. Information technology and innovation (q49-52)

8. Research & Development and collaboration (q54—-62)
9. Business practice and advice (q63-72)

10. Management competencies (q74—78)

" There were no questions 18, 20, 53, and 77 in the final survey
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Analysis of results

LABS is a comprehensive survey but care should always be taken in the interpretation

of any survey results. It can only be said that certain results are likely to be true. We have
therefore used formal statistical tests throughout this report to show how confident we
are with the results. The tables in this report have been colour coded to show where we are
95% (or at least 90 % ) confident that the percentage of businesses in a sub-category giving
a particular answer is significantly different from the answers given by other businesses.

This gives us a clear guide on the differences that we should be concentrating on.

We have also used formal statistical analysis to look at how different factors affect the
performance of businesses in terms of growth in their employment, turnover, productivity
and profitability. Many factors affect the performance of businesses and it is important
to separate out these different factors. For example, businesses in the Financial Services
sector tend to be larger than businesses in other sectors. Therefore, the extent to which
their better performance is due to the sector they operate in, or their size, must be
considered and differences controlled for. The affect of other strategies (i.e. business
strategies) on performance should also be examined. The results of this analysis are
given at the end of each chapter.

1.3 Report structure

The report divides into three sections:

Sisledleln i — Economic performance of businesses in London
SlaileaWA — Structure of businesses in London

— The operation of businesses in London
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Section 1

Economic performance of
businesses in London

2 Employment, turnover, productivity and profitability




Chapter 2

Summary

Growth in business turnover and profitability does appear to have slowed down

in 2005 after increasing significantly in 2004. The balance of firms stating turnover
or profitability has increased over those saying they decreased has fallen back to
around the levels reported in 2003. Businesses are also less optimistic about growth
in turnover and profitability over the next year than they were in 2004, although
they are still more optimistic than they were in 2003.

Changes in turnover and profitability usually take time to feed through to
employment levels and the balance of firms stating employment increased over
those saying it decreased has risen slightly, although not by as much as it did in 2004.
Businesses also continue to be as optimistic about employment growth as they were
in 2004 and they are again also significantly more optimistic than they were in 2003.

The balance of firms stating that productivity increased over those saying it
decreased has remained approximately the same asin 2004, although firms
do seem less optimistic about continuing productivity growth next year.

The reason most often given by businesses in LABS 2005 for increasing employment
was simply to meet higher demand for their products/services. The next most
common reason given by businesses was that they required new staff with specific
skills, then that they had introduced new products/services and then because of
general restructuring of the business. This pattern of reasons given for increasing
employment is very similar to that given in LABS 2004.

The main reason given by businesses for decreasing employment was that there had
been a fall in demand for their particular products/services. General restructuring

of the business, increasing competition, pressure on cash flows/debt and shortage of
skilled or suitable workers were the next most common reasons given. The pattern
of reasons given for decreasing employment has changed since LABS 2004 and
there has been a significantincrease in the number of businesses giving increasing
competition and shortages of skilled or suitable workers as a reason for the decrease
in employment.

The three main reasons given for achieving productivity gains were increase in
demand for products or services, greater IT use and flexible working patterns.
The importance of flexible working patterns and greater use of IT as factors that
raise productivity has risen from 2004.

As in 2004, fall in demand for products or services was the main reason that firms
gave for falling productivity. However, there has been a marked increase from 2004 in
those firms stating government regulations, inability to recruit sufficiently qualified
staffand falls in capital expenditure, as reasons behind their businesses experiencing
decreasing productivity.
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Employment, turnover,

productivity and profitability

Contents

2.1 Introduction
2.2 Employment
2.3 Turnover
2.4 Productivity
2.5 Profitability
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Chapter 2

2.1 Introduction

This chapter looks at the economic performance of businesses across London in terms

of changes in their employment, turnover, productivity and profitability. LABS asks

the businesses surveyed each year how their employment, turnover, productivity and
profitability has changed over the previous 12 months and also asks about the reasons for
changes in employment and productivity. The survey also asks businesses each year how
they expect employment, turnover, productivity and profitability to change over the next

12 months and therefore provides an indication of the likely performance of the London
economy in the short term.

Multivariate analysis has been used to analyse the effect that different factors have on

businesses’ performance and the results are covered at the end of each relevant chapter.
The reasons for productivity and employment change discussed in this chapter are those
reasons given by the businesses themselves.

Table 2.1: The performance of London’s businesses

Decreased Remained same Increased Don’t know Balance of +ve
over —ve
2003 2004 2005|2003 2004 2005|2003 2004 2005|2003 2004 2005|2003 2004 2005
% % K| K K K %K K K K K K| K K %
Employment | 123 105 127|714 723 674|153 162 188 09 11 11| 30 57 61
Turnover 199 194 267|343 328 284|331 414 397|127 64 53132 220 130
Productivity 64 64 78576 543 509|242 340 352|118 54 60177 276 274
Profitability 206 19.7 253|384 353 339|243 383 331|167 67 77| 37 187 78
Source: LABS 2003, 2004, 2005
Table 2.2: The anticipated performance of London’s businesses
To decrease To remain To increase Don’t know Balance of +ve
the same over —ve

2003 2004 2005

2003 2004 2005

2003 2004 2005

2003 2004 2005

2003 2004 2005

%X % 0%

A S 4

X K %

%X % 0%

%x % %

Employment | 25 31 471|654 594 559|276 340 366| 45 35 35|/251 309 325
Turnover 63 65 87|343 255 276|441 594 578|153 86 59378 529 49.0
Productivity 29 29 39|495 431 494|328 473 406|148 67 60)300 444 367
Profitability 68 63 100 378 277 322|373 579 503|181 80 75|304 516 403

Source: LABS 2003, 2004, 2005
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Employment, turnover,

productivity and profitability

2.2 Employment
Changes in employment during the previous 12 months

In 2005, 6.1 % more businesses reported an increase in employment over the previous
12 months than reported a decrease. This is significantly higher than the balance in 2003
but only slightly above the balance in 2004. In 2004, 5.7 % more businesses reported an
increase than reported a decrease but in 2003, only 3 % more were reporting an increase
than were reporting a decrease.

Graph 2.1: Percentage businesses reporting increase/decrease/no change
in employment in previous 12 months

80
70
60
50
% 40
30
20
) :. — — ——
0 I I I I I I
Decreased = Decreased Remained = Increased = Increased Refused Don’t
by more byupto  thesame by up to by more know
than 10 % 10% 10% than 10 %

Source: LABS 2005
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Chapter 2

Reasons given by businesses for changes in employment

The reason most often given by businesses in LABS 2005 for increasing employment
was simply to meet higher demand for their products/services. The next most common
reason given by businesses was that they required new staff with specific skills, then that
they had introduced new products/services and then because of general restructuring of
the business. This pattern of reasons given for increasing employment is very similar to
that given in LABS 2004.

Graph 2.2: Reasons for increase in employment in previous 12 months

To meet higher demand for products/services
Requirement for new staff with specific skills

Have introduced new products/services

General business restructuring

Have introduced new technology, equipment
Introduction of flexible working patterns (e.g. job share)
Acquired new company

Expansion of business

Regulations/safety
Seasonal demand
Other

Don’t know

0 10 20 30 40 50 60 70 80
% businesses

Source: LABS 2005
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Employment, turnover,

productivity and profitability

The main reason given by businesses for decreasing employment was that there had
been a fall in demand for their particular products/services. General restructuring of the
business, increasing competition, pressure on cash flows/debt and shortage of skilled
or suitable workers were the next most common reasons given. The pattern of reasons
given for decreasing employment has changed since LABS 2004 and there has been

a significant increase in the number of businesses giving increasing competition and
shortages of skilled or suitable workers as a reason.

Graph 2.3: Reasons for decrease in employment in previous 12 months

Fall in demand for products/services
General business restructuring
Competition in your markets
Pressures on cash flows/bad debt
Shortage of skilled or suitable workers
High cost of living

Lack of suitable finance

Government legislation or regulations
Wage increases

Lack of management skills

Company merger/takeover

High value of sterling

Staff getting better paid elsewhere
Staff retired

Personal reasons

Lack of suitable premises
Terrorism/bombings

Economic climate

Staff re-entered education
Other factors

Don’t know

0 5 10 15 20 25 30 35 40

% businesses

Source: LABS 2005
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Chapter 2

Anticipated changes in employment over the next 12 months

A majority (56 % ) of businesses in LABS 2005 expect their employment to remain the
same over the next year. Around 35 % of businesses expect their employment to rise over
the next year and 21 % of these expect large increases of over 10 % . Very few businesses
expect employment decreases over the next year. These results are similar to the
anticipated changes in employment reported in 2004, but more optimistic than those
reported in 2003.

Graph 2.4: Percentage businesses reporting increase/decrease/no change
in employment in next 12 months

60
50
40
% 30
20
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by more by up to the same by up to by more know
than 10% 10% 10% than 10%

Source: LABS 2005
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Employment, turnover,

productivity and profitability

2.3 Turnover
Changes in turnover during the previous 12 months

A larger proportion of businesses in LABS 2005 reported increases in turnover than in
employment. 13 % more businesses reported an increase in turnover than reported a
decrease. This figure is significantly lower than the balance in 2004 and approximately
the same as the balance in 2003. In 2004, 22 % more businesses reported an increase
than reported a decrease and in 2003, 13.2 % more were reporting an increase than
were reporting a decrease.

Graph 2.5: Percentage businesses reporting increase/decrease/no change
in turnover in previous 12 months
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Chapter 2

Anticipated changes in turnover over the next 12 months

Even though the balance of businesses reporting an increase in turnover over those
reporting a decrease has fallen, most businesses are still optimistic about the next 12
months in terms of turnover change. 58 % of businesses expect turnover to expand, with
over 30 % anticipating growth of over 10 %. Of the remaining businesses, most expect
turnover to remain the same (28 %), whilst around 5 % anticipate falls of up to 10 %
and a further 5% expect falls of greater than 10 %. These figures imply that businesses
are marginally less optimistic about anticipated turnover than they were in 2004, but are
still considerably more optimistic than they were in 2003.

Graph 2.6: Percentage businesses reporting increase/decrease/no change
in turnover in next 12 months
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Source: LABS 2005
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Employment, turnover,

productivity and profitability

2.4 Productivity
Changes in productivity during the previous 12 months

27.4% more businesses reported an increase in productivity over the previous 12 months
than reported a decrease. Just over half of all businesses saw productivity remain the
same over the last 12 months, whilst 16 % achieved increases of up to 10% and 19 %
experienced increases of over 10 %. Overall, 35 % of businesses had productivity gains.
These figures are similar to the results for 2004, but considerably higher than those

for 2003. In 2004, 27.6 % more businesses reported an increase in productivity than
reported a decrease, but in 2003 only 17.7 % more were reporting an increase than were
reporting a decrease.

Graph 2.7: Percentage businesses reporting increase/decrease/no change
in productivity in previous 12 months
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London Annual Business Survey 2005 15



Chapter 2

Reasons given by businesses for changes in productivity

The main three reasons given for achieving productivity gains were increase in demand
for products or services, greater IT use and flexible working patterns. The importance of
flexible working patterns and greater use of IT, as factors that raise productivity has risen
from 2004.

Graph 2.8: Reasons for increase in productivity in previous 12 months

Increase in the demand for products and services

Greater IT use

Flexible working patterns

Installation of more technologically-
advanced equipment

Recruitment of more skilled staff
Increase in capital expenditure
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More effective advertising
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Expansion of company

Changing management/owner

Other factor

Don’t know

% businesses

Source: LABS 2005
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Employment, turnover,

productivity and profitability

As in 2004, a fall in demand for products or services was the main reason that firms
gave for decreasing productivity. However, there has been a marked increase from 2004
in those firms stating government regulations, inability to recruit sufficiently qualified
staff and falls in capital expenditure as reasons behind their businesses experiencing
decreasing productivity.

Graph 2.9: Reasons for decrease in productivity in previous 12 months
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Source: LABS 2005
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Chapter 2

Anticipated changes in productivity over the next 12 months

A large percentage of firms are optimistic about productivity in the next 12 months, with
40 % expecting increases (roughly evenly split between those expecting up to and over
10% growth) and 50 % anticipating that productivity will remain the same. Very few firms
believe productivity will fall in their business next year. These figures imply that firms are
less optimistic about productivity than they were in 2004 but more optimistic than they
were in 2003.

Graph 2.10: Percentage businesses reporting increase/decrease/no change
in productivity in next 12 months
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Employment, turnover,

productivity and profitability

Level of turnover per employee

Mean turnover per employee (a proxy measure for productivity), is £162,960 on average
across London in 2005, although the median turnover per employee is only £50,000,
as there are some businesses with very high levels of turnover per employee. In terms
of sectors, mean turnover per employee is by far the highest in Banking and Finance,
although again a low median turnover per employee indicates that this is due to a small
number of businesses with very high levels of turnover per employee. Median turnover
per employee is highest in the Manufacturing (excluding Publishing), Wholesale and
Retail and Transport and Communications sectors. Median turnover per employee is
lowest in the Business and Professional Services and Other Commmunity Services sectors.
Foreign-owned businesses have significantly higher levels of turnover per employee than
the London average, both in terms of mean and median levels.
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Chapter 2

Table 2.3: Turnover per employee by business characteristics

Mean Median Weighted Unweighted
turnover per turnover per population sample
employee employee
£ £ n n
All businesses 162,960 50,000 338,726 4,002
Size
1-4 114,412 40,000 257323 1,035
59 153,977 50,000 33,483 781
10-49 62,500 38734 1,640
5099 183,828 83,333 4,854 285
100-249 92308 2830 181
250+ 117,769 80,000 1,501 80
Sector
Primary & Utilities 35,616 75,000 541 9
Publishing 101,390 50,000 7,284 107
Manufacturing 137,797 100,000 12,077 285
(excluding Publishing)
Construction 184,040 48,000 20,530 335
Wholesale & Retail 177,365 100,000 69,001 811
Hotels & Restaurants 83,353 62,500 23,072 456
Transport & Communications 100,000 12307 285
Banking & Finance 343,621 87,500 11,092 223
Business & 171,011 33,333 136,762 994
Professional Services
Education, Health 58,797 50,000 11,004 276
& Social Work
Other Community Services 32500 35,056 221
LDA sector
Environment 279,836 92,098 1,962 27
Life Sciences 162,058 92,098 1,965 23
ICT 97,285 25,000 19,035 190
Tourism 65,178 35,714 18,207 434
Production 123,862 83,333 19,360 392
Creative 149,169 33,333 80,845 544
LSC area
London East 188,025 50,000 71,433 837
London North 106,892 33,333 37,216 799
London Central 156,217 70,000 119,327 772
London South 129,023 56,667 51,580 799
London West 202,114 53,333 59,169 795
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Employment, turnover,

productivity and profitability

Mean Median Weighted Unweighted
turnover per turnover per population sample
employee employee
£ £ n n
Country of ownership
UK-owned 139,118 46,667 318,582 3,591
Foreign-owned 200,000 16,826 337
Joint UK-foreign 139,481 60,000 2,244 47
DK/refused 112,817 83,333 1,073 27
Gender of owners
Majority male 186,229 60,000 199,395 2,266
50:50 male-female 99,774 73,333 56,763 612
Majority female 78,092 37,500 56,583 376
DK/refused 192,468 75,000 25,985 748
Ethnicity of owners
White 138,269 58,333 261,191 2,882
Black 493,941 20,000 17,534 140
Asian 172,597 25,000 30,110 287
Mixed 8333 859 11
Other 210,985 75,000 7,258 102
DK refused 83333 21,775 580

Source: LABS 2005
- Denotes significant differences from all businesses total at 95 % significance level

- Denotes significant differences from all businesses total at 90 % significance level
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Chapter 2

2.5 Profitability
Changes in profitability during the previous 12 months

7.8 % more businesses in LABS 2005 reported an increase in profitability than reported
a decrease. This figure is significantly lower than the balance in 2004 but slightly higher
than the balance in 2003. In 2004, 18.7 % more businesses reported an increase than
reported a decrease whereas in 2003, 3.7 % more were reporting an increase than were
reporting a decrease.

Graph 2.11: Percentage businesses reporting increase/decrease/no change
in profitability in previous 12 months
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Employment, turnover,

productivity and profitability

Anticipated changes in profitability over the next 12 months

Around half of all firms expect profitability to rise over the coming year, evenly split
between those anticipating rises of up to and over 10 %. In 2004, firms were more
optimistic about profitability, with 58 % of firms anticipating rises over the next 12
months. But in 2003 they were less optimistic, with only 37 % of firms anticipating rises.

Graph 2.12: Percentage businesses reporting increase/decrease/no change
in profitability in next 12 months
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Chapter 3

Summary

According to LABS 2005, there were 338,726 businesses in London in 2005, employing
3,270,413 people (full-time or part-time), including owners, partners and directors.

Most businesses are small and employ less than 50 people. 76% of businesses are micro
businesses employing less than five people and only 2.7% of businesses employ 50 or
more people. However, bigger employers do account for the majority of jobs in London.
50.5% of business employment is in businesses employing 50 or more people, and only
26.2% of business employment is in businesses employing 10 or less people.

Business size varies across sectors. Construction, Other Community Services and
Business and Professional Services have the biggest proportion of small firms, with
over 90% of businesses in these sectors employing less than 50 people.

The majority of businesses in London are not only small but are also single site
operations, i.e. are not part of a larger organisation. 78 % of businesses are single-site
operations. In multiple site businesses London employment accounts for around 25%
on average of employment within the organisation. Nearly two thirds of multiple site
businesses are also totally based in the UK (65%) compared to 35% with operations
at sites outside the UK.

Total business turnover in London in 2005 is estimated at £533 billion.

20% of London’s businesses reported turnover below £50,000, and so well below the
VAT threshold, and only 0.7% of businesses enjoyed turnover in excess of £50 million.

The London economy is service oriented. Business and Professional Services and
Wholesale and Retail make up over six out of 10 of London’s businesses. Business
and Professional Services alone accounts for over 40% of all businesses in London,
but because of the smaller average firm size in this sector, it accounts foronly 30%
of employment by businesses.

Banking and Finance only accounts for 3.3% of all London businesses, but the large
average firm size of 32.8 employees gives an estimated 364,197 jobs in the sector —
11.1% of all business jobs in London.

Nearly one quarter (23.9%) of London’s businesses (80,845 in total) can be
classified to the Creative Industries sector, accounting for 14.6% of London’s
jobs in businesses in 2005.
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Size, sector, location

and age of businesses

e The geographic spread of businesses is uneven across London. Of the five Learning
and Skills Council (LSC) areas, London Central contains most businesses, 35% of
the total, while London South (15%) and London North (11%) have the fewest.

e Over half(53.6%) of London’s businesses have been in existence since before 2000.

* New businesses are important for job creation. One in thirteen (7.6%) of London’s
businesses were opened in the 12 months prior to the survey, down from a ratio
of onein 10 for the 2004 survey. The 25,832 new business openings in 2005 are
estimated to have created 283,841 jobs in London, an average of 11 jobs per
opening. This is equivalent to 8.7% of total employment.

Effects on business performance

® Business size was an importantinfluencer of employment growth in 2005, with
businesses with more than 10 employees showing a significantly greater likelihood
of adding additional jobs. Large businesses with over 250 employees were the most
likely to have enjoyed profits growth.

e Reflecting trends in the macroeconomy sector of activity played a significant role in
determining relative growth in 2005, with Hotels and Restaurants performing poorly
in terms of turnover, productivity and profits growth. Location within London had
little influence on growth in 2005, though Olympic Zone businesses performed better
in employment terms.

e QOlderbusinesses, established before 1990, added significantly fewer jobs than
younger businesses (established in 1990-1994), while new businesses, started since
1999, were more likely to have performed strongly across all aspects of growth.
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Chapter 3

Contents

3.1 Introduction

3.2 Size

3.3 Sector

3.4 Location

3.5 Age of businesses

3.6 Differences in business performance by size, sector, location
and age of businesses

3.1 Introduction

This chapter examines London’s businesses in terms of location, sector, size and age. As well
as describing key facets of businesses in London, it also explores how these different attributes
relate to performance. For example, it provides insights into which sectors are performing

well in London and which are finding the business environment more difficult, and whether
attributes such as size, age and location are an important influence on relative performance.

LABS 2005 surveyed 4,002 private sector businesses in London. Grossing up from this
sample it is estimated that there are 338,726 businesses in London in 2005, employing
3,270,413 people (full-time or part-time), including owners, partners, and directors.

3.2 Size

Most businesses are small and employ less than 50 people. 76 % of businesses are micro
businesses employing less than five people and only 2.7 % of businesses employ 50 or
more people (Graph 3.1 and Table 3.1). However, bigger employers do account for the
majority of jobs in London. 50.5% of business employment is in businesses employing 50
or more people, and only 26.2 % of business employment is in businesses employing 10
or less people. This tendency for smaller firms to dominate the population of businesses
and larger firms to dominate in terms of employment, results in a mean employment size
of 9.7 but a median value of 3.0.

28 London Annual Business Survey 2005



Size, sector, location

and age of businesses

Graph 3.1: Percentage of businesses and percentage of business employment
in London by size
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Business size varies considerably across the different sectors of the London economy.
There are proportionately more small businesses (1-49 employees) in Construction
(98.4% ), Other Community Services (98.4 % ) and Business and Professional Services
(98.0% ) and proportionately fewer small businesses in Banking and Finance (93.3 %)
Primary and Utilities (93.5 % ), Education, Health and Social work (93.8 %) and Transport
and Communications (94 %) There are proportionately more medium size businesses
(50-249 employees) in Education, Health and Social work and proportionately more
medium size businesses and large businesses (250+ employees) in Transport and
Communications and Banking and Finance.
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Chapter 3

Single and multiple site businesses

The majority of businesses in London are not only small but are also single site operations,
i.e. are not part of a larger organisation. 78 % of businesses are single-site operations
compared to 21.8 % that operate across multiple sites (Table 3.2). In multiple site
businesses, London employment accounts for around 25 % on average of employment
within the organisation. Nearly two thirds of multiple site businesses are also totally

based in the UK (65 %), compared to 35 % with operations at sites outside the UK.

According to LABS 2005, single site businesses employ 1,459,419 people in London
—44.6% of the total. Only one in five businesses employing over 250 people are
single site operations, compared with nearly nine out of 10 businesses that employ
less than five people. On average there are 5.5 (median 3) people employed at single
site businesses in London compared to 9.7 (median 3) per site for all businesses.

Table 3.2 Business sites and employment size

Single-site  Multiple-site  Don’t know Weighted Unweighted

organisation organisation population sample
% % % n n

All businesses 780 218 0.2 338,726 4002
Size

1-4 0.1 257,323 1,035

59 04 33,483 781

10-49 0.2 38,734 1,640

5099 0.7 4,854 285

100-249 00 2,830 181

250+ 80.2 00 1,501 80
Sector

Primary & Utilities 703 29.7 00 541 9

Publishing 89.3 10.7 00 7,284 107

Manufacturing 758 240 0.2 12,077 285

(excluding Publishing)

Construction 00 20,530 335

Wholesale & Retail 00 69,001 811

Hotels & Restaurants 0.1 23,072 456

Transport & 0.0 12,307 285

Communications

Banking & Finance 63.1 369 0.0 11,092 223

Business & 8338 16.0 03 136,762 994

Professional Services

Education, Health 09 11,004 276

& Social Work

Other Community 00 35,056 221

Services
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Size, sector, location

and age of businesses

LDA sector
Environment 86.8 13.2 00 1,962 27
Life Sciences 88.5 115 0.0 1,965 23
ICT 00 19,035 190
Tourism 0.1 18,207 434
Production 80.9 19.0 0.1 19,360 392
Creative 148 0.1 80,845 544

Country of ownership

UK-owned 318,582 3,591
Foreign-owned 16,826 337
Joint UK-foreign 0.0 2,244 47
DK/refused 88 826 86 1,073 27
Gender of owners
Majority male 0.3 199,395 2,266
50:50 male-female 00 56,763 612
Majority female 00 56,583 376
DK/refused 0.2 25,985 748
Ethnicity of owners
White 0.2 261,191 2,882
Black 0.0 17,534 140
Asian 0.0 30,110 287
Mixed 789 211 00 859 11
Other 7138 00 7,258 106
DK/refused 243 75.5 0.1 21,775 576

Source: LABS 2005
- Denotes significant differences from all businesses total at 95 % significance level

- Denotes significant differences from all businesses total at 90% significance level
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Chapter 3

Organisation size

Over half of London’s businesses (51.5 % ) are part of organisations that employ less
than 100 people but around one quarter (25.3 %) are in organisations where total
employment is in excess of 1000.

27.9% of businesses employing less than five people in London are part of a larger
organisation employing more than 100 people, with 3.5% of London’s smallest
businesses part of organisations employing over 2,000 people (Table 3.3). There are more
businesses with an organisation size in excess of 1,000 people in Publishing (45.6 %),
Wholesale and Retail (38.5 % ), Banking and Finance (33.6 %) and Hotels and Restaurants
(31.7%).

Nearly half (45.3 %) of the foreign-owned businesses in London are part of organisations
employing over 1,000 people, compared with 20.4 % of UK-owned businesses.

Turnover
Turnover at site

Total business turnover in London in 2005 is estimated at £533 billion. Mean turnover
was £1.6 million, but median turnover was only £150,000 (Table 3.4). Mean turnover
levels were highest in Banking and Finance (£11.3 million), with Manufacturing
(excluding Publishing) the only other sector with mean turnover in excess of £2 million.
Foreign-owned businesses had significantly higher mean turnover (£9.1 million)

In line with the 2004 results, 20 % of those responding to the questions in the 2005
survey on turnover, reported turnover levels below £50,000 (Graph 3.2), suggesting that
at least 67,745 businesses in London operated below the VAT threshold of £58,000 in
2005. At the opposite extreme, 0.7 % of businesses that responded enjoyed turnover in
excess of £50 million. In Banking and Finance 29.8 % of businesses enjoyed turnover

in excess of £50 million.

Turnover by organisation size

17.9% of London’s businesses were part of an organisation with turnover in excess of
£10 million, with 8.9 % being part of an organisation with turnover in excess of £100 million.

There was a higher tendency for businesses to be part of organisations with turnover in
excess of £10 million in Banking and Finance (32.7 % ), Publishing (29 %) and Wholesale
and Retail (27 %).
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and age of businesses

Graph 3.2: Percentage of number of businesses in London by turnover band
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Chapter 3

Table 3.4 London businesses by turnover at site

Mean Median  Minimum Maximum  Weighted Unweighted
population sample
£ £ £ £ n n
All businesses 1,573,389 150,000 0 770,000,000 264,507 3,096
Size
1-4 280,838 80,000 0 80,000,000 201,792 808
59 1,029,802 300,000 0 329,000,000 26,280 612
10-49 ATy R 1,000,000 0 329,000,000 29,452 1,254
5099 NESEX0RN 5,000,000 0 329,000,000 3678 220
100-249 RPN 12,000,000 0 770,000,000 2,145 140
250+ YPATAREN 32,000,000 0 329,000,000 1,161 62
Sector
Primary & Utilities 515,394 300,000 28,000 3,000,000 264 5
Publishing 1,426,583 200,000 25000 221,000,000 6,495 92
Manufacturing 2017325 300,000 0 329,000,000 10,148 246
(excluding Publishing)
Construction 1,035,732 144,000 0 329,000,000 17,038 278
Wholesale & Retail 1,538,754 300,000 0 770,000,000 50,268 607
Hotels & Restaurants 1,082,192 250,000 0 329,000,000 16,531 340
Transport & 1,673,769 300,000 0 35,000,000 8815 207
Communications
Banking & Finance 350000 8000 329000000 8354 160
Business & 1,275,263 100,000 0 329,000,000 110,152 808
Professional Services
Education, Health 1,048,466 300,000 0 40,000,000 7,491 180
& Social Work
Other Community 555,595 65,000 0 329,000,000 28952 173
Services
LDA sector
Environment 6,436,537 184,195 60,000 329,000,000 1,696 22
Life Sciences 7,596,100 184,195 0 329,000,000 1,944 21
ICT 574,865 75,000 0 100,000,000 16,666 152
Tourism 1,005,094 250,000 0 75,000,000 13,823 328
Production 1,786,784 250,000 0 329,000,000 16,643 338
Creative 881,105 100,000 0 329,000,000 65114 444
LSC area
London East 2012584 150,000 0 770,000,000 55,806 651
London North 754,014 100,000 0 329,000,000 30,540 616
London Central 1,581,517 210,000 0 329,000,000 92,968 593
London South 1,192925 170,000 0 329,000,000 40,152 615
London West 1,907,194 160,000 0 329,000,000 45,041 621
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Size, sector, location

and age of businesses

Table 3.4 London businesses by turnover at site continued

Mean Median  Minimum Maximum  Weighted Unweighted
population sample

£ £ £ £ n n
Country of ownership
UK-owned 1,228,047 140,000 0 329,000,000 251,139 2,813
Foreign-owned 800000 0 770000000 11325 237
Joint UK-foreign 2,579,161 300,000 15,000 35,000,000 1,624 35
DK/refused 1,929,510 500,000 300,000 21,000,000 420 1
Gender of owners
Majority male 1,428,601 180,000 0 770,000,000 155,022 1,800
50:50 male-female 557,391 220,000 0 329,000,000 46,975 503
Majority female 299,953 75,000 0 22,000,000 45,166 303
DK/refused 8935456 750,000 0 329,000,000 17,344 490
Ethnicity of owners
White 1,053,633 175,000 0 329,000,000 210,206 2,305
Black 1,926,005 60,000 0 329,000,000 13,237 113
Asian 935,758 75,000 0 329,000000 21,119 222
Mixed 338,154 25,000 5,000 2,000,000 628 6
Other 1,847,908 300,000 0 770,000,000 6,231 83
DK/refused 10,523,057 750,000 0 329,000,000 13,087 367

Source: LABS 2005
- Denotes significant differences from all businesses total at 95 % significance level

- Denotes significant differences from all businesses total at 90 % significance level
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Chapter 3

Size, sector, location
and age of businesses

3.3 Sectors
ONS sectors

Two sectors, Business and Professional services and Wholesale and Retail, make up over
six out of 10 of London’s businesses (See Graph 3.3), with Business and Professional
Services alone accounting for 40.4 % of the total. On average Business and Professional
Services firms employ 7.5 people (median 3.0), giving an estimate from LABS 2005

of 1,019,859 employees for the sector as a whole or 31.2 % of total business employment.
Wholesale and Retail businesses have an average employment size of 8.7 (median 3.0),
and are estimated by LABS 2005 to employ 598,630 people, or 18 % of total business
employment. Thus these two sectors account for nearly half of all London’s business jobs.

Under one in eight of London’s businesses are in the production industries — with 3.6 %
in Manufacturing (19,361) and 6.1 % in Construction (20,530). With an average of 14.3
employees (median 3.5), Manufacturing is estimated to employ 279,286, or 8.5 % of
total business employment in London. The Banking and Finance sector only accounts
for 3.3 % of all London businesses, but the large average firm size of 32.8 employees
(median 4.0) gives an estimated 364,197 jobs in the sector, 11.1 % of all business

jobs in London.

Graph 3.3: Percentage of number of businesses and percentage of business
employment in London by standard ONS sectors
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Chapter 3

Graph 3.4: Percentage of number of businesses and percentage of business
employment in London by LDA sectors
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LDA sectors

The LDA has identified six composite sectors as particularly important — Creative Industries,
Production, Tourism, ICT, Life Sciences and Environment. Graph 3.4 shows that Creative
Industries is the biggest of these composite sectors, with 23.9 % of all London businesses
(80,845) classified to this sector. Based on estimates from LABS 2005, 478,698 (14.6 %)

of London’s jobs in private sector businesses are in Creative Industries.

The number of ICT businesses (19,035) is similar to that for Production (19,360), both
being slightly larger than Tourism where there are 18,207 businesses. But the ICT sector
provides fewer jobs, 112,480 (3.4 % of total employment) in 2005 compared to around
280,000 or 8.6 % of total employment in both Tourism and Production.

Life Sciences and Environment are small sectors in terms of numbers of businesses. There
are 1,965 businesses classified to Life Sciences in the 2005 survey, and 1,962 businesses
classified to Environment, both around 0.6 % of all London businesses.
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and age of businesses

Table 3.7 Businesses by LDA sectors

Environment Life  ICT Tourism Production Creative Weighted Unweighted

Sciences population population
% % % % % % n n
All businesses 06 06 56 54 57 239 338726 4002
Size
14 257323 1035
59 33483 781
1049 155 38734 1640
50-99 156 4,854 285
100-249 11 70 2830 181
250+ 19 32 27 56 1501 80
Country of
ownership
UK-owned 06 06 57 51 244 318582 3591
Foreign-owned 02 - A 16826 337
Joint UK-foreign 06 - - 11.0 29.8 2,245 47
DK refused 1.1 11 - 135 - 1073 27
Gender of owners
Majority male 0.6 05 79 5.2 54 199,395 2,266
50:50 male-ferndle 35 56,763 612
Majority femle 11 11 6.1 256 56583 376
DK/refused 03 04 49 25,985 748
Ethnicity of owners
White 07 o7 s7 B . 261191 2882
Black - - KR 19 22 17534 140
Asian - 01 23 30,110 287
Mixed - - B - - 859 11
Other - B s 2 234 7258 106
DK/refused 03 03 EREE 21,775 576

Source: LABS 2005
- Denotes significant differences from all businesses total at 95% significance level

- Denotes significant differences from all businesses total at 90% significance level
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3.4 Location
LSC areas

The geographic spread of businesses is uneven across London. Of the five LSC areas,
London Central contains most businesses, 35 % of the total, while London South (15 %)
and London North (11 %) have the fewest. In turn, with a LABS 2005 based estimate
of 1,208,047 jobs, London Central accounts for 36.9 % of the London total, with fewer
than one in eight of London’s jobs located in London North. There is also a tendency
for London North businesses to be small, employing 7.1 people on average.

Table 3.8 Location of London businesses by employment size bands

1to4 5to9 10 50 100to 250+ Mean Median Weighted Unweighted

to4d9 to99 249 population sample
% % % % % % n n n n
All businesses 76.0 99 1.4 14 038 04 9.7 3.0 338,726 4,002
LSC area
London East 740 95 131 17 1.1 06 10.7 30 71,433 837
London North 90 93 11 06 04 71 30 37216 799
London Central 747 110 11.7 14 0.9 03 10.1 30 119,327 772
London South 773 9.5 110 13 0.5 04 9.2 30 51,580 799
London West 774 9.0 10.6 15 038 0.5 94 3.0 59,169 795

Source: LABS 2005
- Denotes significant differences from all businesses total at 95 % significance level

- Denotes significant differences from all businesses total at 90 % significance level
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and age of businesses

Head office location

The majority of multiple site businesses in London (56.7 %) also have London head
offices or are the head office. Under one in 10 businesses in London (8 %) have head
offices outside the UK.

Table 3.9 Head office locations for London businesses

Head office location %
This is the head office 229
Elsewhere in the borough 28
Elsewhere in London 31.0
Elsewhere in South East 10.0
Elsewhere in the UK 245
Elsewhere in EU 22
Elsewhere in Europe 09
USA 28
Rest of the world 21

Source: LABS 2005
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3.5 Age of businesses

Over half of London’s businesses (53.6 % ) were established prior to 2000. One in 13
(7.6 %) of London’s businesses were opened in the 12 months prior to the survey
(see Graph 3.5), down from a ratio of one in 10 for the 2004 survey. The 25,832 new
business openings are estimated to have created 283,841 jobs in London, an average
of 11 jobs per opening (median 3.0). This is equivalent to 8.7 % of total employment
—implying that new businesses punch above their weight in terms of associated jobs.

Relative to the existing stock of businesses, Transport and Communications, Business
and Professional Services and Wholesale and Retail all enjoyed above average rates
of business formation, accounting for 76.8 % of all openings and 27.5% of the jobs
created in new businesses (see Table 3.10). Within the LDA sectors, only in ICT (11.7 %)
and Tourism (8.1 % ) were the rate of openings (relative to existing stock of businesses),
higher than for the London economy as a whole.
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Table 3.10: New London businesses by sector

Size, sector, location

and age of businesses

Opened Weighted Unweighted
since 2005  population sample
% n n
All businesses 76 338,726 3,980
Sector
Primary & Utilities 00 541 9
Publishing 7,284 107
Manufacturing 74 12,077 285
Construction 7.2 20,530 335
Wholesale & Retail 88 69,001 811
Hotels & Restaurants 6.5 23,072 456
Transport & Communications 10.1 12,307 285
Banking & Finance 11,092 223
Business & Professional Services 9.2 136,762 994
Education, Health & Social Work 55 11,004 276
Other Community Services 35,056 221
LDA sector
Environment 09 1,962 27
Life Sciences 0.7 1,965 23
ICT 16.6 19,035 190
Tourism 8.1 18,207 434
Production 58 19,360 392
Creative 7.3 80,845 544

Source: LABS 2005

- Denotes significant differences from all businesses total at 95% significance level

- Denotes significant differences from all businesses total at 90 % significance level
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Graph 3.5: Percentage of number of businesses and percentage of business
employment in London by age of business
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Foreign-owned and joint UK/foreign-owned businesses are more likely to have been
started in the 2000 -2004 period, while compared to the averages, a significantly greater

proportion of black and Asian-owned businesses were either started in the last year or
prior to 1990.
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and age of businesses

3.6 Differences in performance by size, sector, location and age
of businesses

Business size was an important influence on employment growth in 2005 (see Table
3.11, multivariate results), with businesses with more than 10 employees showing a
significantly greater likelihood of adding additional jobs. Large businesses with over
250 employees were the most likely to have enjoyed profits growth. Older businesses,
that is those established before 1990, added significantly fewer jobs than younger
businesses (established in 1990 -1994). While new businesses, started since 1999,
were more likely to have performed well across all aspects of growth. Location within
London had little influence on growth in 2005 — though Olympic Zone businesses
performed better in employment terms. Reflecting trends in the macroeconomy, sector
of activity played a significant role in determining relative growth in 2005, with Hotels
and Restaurants performing poorly in terms of turnover, productivity and profits growth.
Business services enjoyed the fastest growth in turnover, while Primary and Utilities
and Financial services saw the fastest growth in profits.
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Size, sector, location
and age of businesses

Table 3.11: Influence of size, sector, location and age of business on performance

Odds ratio
Structural variables Growth in Growth in Growth in Growth in
employment turnover productivity profits
Size of business
14 084 111 114
5-9Mm 1.00 1.00 1.00 1.00
10-49 112 1.19
50-99 1.23 0.81
100-249 1.29 1.44
250+ 128 164 101
Sector
Primary & Utilities 087 330
Publishing 0.39 0.51 092 0.54
Manufacturing 0.73 0.89 0.88 0.78

(excluding publishing)

Construction 092 069 049

Wholesale & Retail Sales 0.73 0.73 0.75 0.76

Hotels & Restaurants

Transport & Communications

Banking & Finance

Business & 1.00 1.00 1.00 1.00
Professional Services’
Education 0.71 0.69 0.47 0.73

Other Community 0.67 095 0382 0.70

Location of business

Olympic Zone 1.1 1.02 1.06

London (excluding the 1.00 1.00 1.00 1.00
Olympic Zone)'

Age of business
Established in 2005
Established in 2004 —2005
Established in 1995 -1999 1.05 1.14 1.23 1.09
Established in 1990 -1994 1.00 1.00 1.00 1.00

Established before 1990 082 109 082

Source: LABS 2005

- Likelihood that variable significantly affects growth at 90 % significance level
- Likelihood that variable significantly detracts from growth at 90 % significance level

M Denotes reference category
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Ownership of businesses

Summary

* The overwhelming majority of businesses in London are UK-owned. It is estimated
from LABS 2005 that 16,826 (5%) of businesses in London are foreign-owned
and are estimated to employ 398,777 people, equivalent to 12.1% of total business
employment. Foreign ownership is also more common in Banking and Finance
and Transport and Communications and least common in Construction.

e Justoverhalf(52.7%) of London’s businesses trade as private limited companies,
while four out of 10 (41%) are either sole proprietorships or partnerships. Public
limited companies only make up 4.2% of the stock of London businesses.

e Family ownership iscommon. Nearly half of all businesses (48.7%) classify
themselves as family-owned, accounting for around 1 million jobs, just under
one third of estimated business employment.

* Majority female-owned businesses account for one in six (16.7%) of London’s
businesses in 2005. The percentage of businesses that are majority female-owned does
also appearto be growing and has increased from 11.4% in 2004 and 9.7% in 2003.

* Female-owned businesses are however more likely to be smaller than male owned
businesses. The average size of majority female-owned businesses is 3.8 employees
compared with 7.7 for majority male-owned businesses.

e Black-owned businesses are more likely to be run by women than businesses in other
ethnic groups. Women run around one quarter of black-owned businesses (25.5%),
compared with 18% of white-owned and only 11.7% of Asian-owned businesses.

e Atotal of oneinsix (16.5%) of London’s businesses are majority-owned by
ethnic minorities.

e There are more Asian than black-owned businesses and the number of black-owned
businesses is particularly low compared to the size of the black population in London.
30,147 businesses orone in eleven (8.9%) of London’s businesses are Asian-owned
compared to 12.1% of London’s population classified as Asian. Atotal of 17,614 or just
overone in twenty (5.2%) of London’s businesses are black-owned compared t0 10.9%
of London’s population classified as black.

* Asian-owned businesses are particularly well represented in certain sectors.
On average 8.9% of businesses are Asian-owned, but some 21.1% of Transport and
Communications and 16% of Wholesale and Retail businesses are Asian-owned.
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Summary

Black-owned businesses are more likely to be small. Only 4.1% of black-owned
businesses have more than 10 employees, compared with 12.6% of white-owned
businesses and 8.4% of Asian-owned businesses.

There does appear to have been a rise in the proportions of both white and black
ownership, and a fall in the proportion of Asian ownership, although changes to the
format of the question on the ethnicity of owners may explain this to some extent.
White ownership has trended higher, increasing from 67% of businesses in 2003

to 77% in 2005. Ownership by ethnic minorities as a whole has fallen from 21.6%

in 200310 16.5% in 2005. Black ownership has risen as a proportion of the total

from 3% in 2003 to 5% in 2005 and Asian ownership has fallen from 12% to 9%.

Very few businesses have disabled owners. 2% of businesses have a majority of
owners that are disabled. There were 10,681 businesses in London (3.6%) with one
or more disabled owners, employing 78,265 people. These businesses were more
likely to employ less than five people than the average for all London businesses.

Two out five (40.2%) of those involved in setting up a business were in their thirties
at the time, with a further fifth (21.8%) in their forties. Only one in 10 were either
under 25(9.9%) or over 50 (10.1%) at the time of business establishment.

Asignificant number of businesses appear to be set up for what might be called
lifestyle reasons. The most common reasons given for setting up a business were
a desire forindependence (23% of respondents). This reason was given by almost
the same percentage as gave the desire to make money (19%).

Effects on business performance

Family-owned businesses are significantly more likely to have suffered low
employment, productivity and profits growth in 2005. London, South East or
UK headquarters were associated with lower relative turnover growth, as were
single site and Asian-owned businesses.
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4.1 Introduction

Ownership characteristics of businesses vary considerably. Owners set strategy for
businesses and control management of day-to-day operations. Differences in ownership
characteristics may therefore be associated with differences in performance and require
variation in the approaches adopted by business support organisations.

This chapter examines London’s businesses in terms of their ownership characteristics,
including the extent to which ownership is in the UK or abroad, what types of legal
structures of ownership are used, and variations in gender, ethnicity and reasons for
setting up a business. The issues of disability and differences in business performance
by types of ownership are also investigated.

4.2 UK/foreign-owned

The overwhelming majority of businesses in London are UK-owned (Table 4.1). It is
estimated from LABS 2005 that 16,826 (5 %) of businesses in London are foreign-owned
and are estimated to employ 398,777 people, equivalent to 12.1 % of total business
employment. The proportion of foreign-owned businesses does however increase for
larger businesses. 3.4 % of businesses with less than five employees are foreign-owned
compared to 21.7 % for those with over 250 employees. Foreign ownership is also more
common in Banking and Finance (14.6 %) and Transport and Communications (14.1%).
[t is least common in Construction (0.5 % ). Of the LDA sectors, only Tourism (8 %)

has above average levels of foreign ownership. All the other LDA sectors have foreign
ownership below the London average. In terms of geography, businesses in London East
(6.7 %) and London West (6.5 % ) are the most likely to be foreign-owned. This is probably
due to the higher levels of Banking and Finance businesses in London East and the higher
levels of Transport and Communications businesses in London West. London North shows
the lowest rates of foreign ownership (2.5%).
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Table 4.1: Foreign ownership of London’s businesses

UK-owned  Foreign- Joint UK- DK/ Weighted Unweighted
owned foreign refused  population sample
% % % % n n
All businesses 941 50 0.7 03 338,726 4,002
Size
1-4 04 0.1 257323 1,035
59 33,483 781
10-49 38,734 1,640
5099 4,854 285
100-249 2,830 181
250+ 1,501 80
Sector
Primary & Utilities 919 5.2 30 0.0 541 9
Publishing 947 5.1 0.2 0.0 7,284 107
Manufacturing 945 44 11 00 12,077 285
(excluding Publishing)
Construction 20,530 335
Wholesale & Retail 69,001 811
Hotels & Restaurants 23,072 456

Transport & 855 141 0.1 03 12,307 285

Communications

Banking & Finance 825 14.6 25 03 11,092 223
Business & 949 43 0.6 0.1 136,762 994
Professional Services
Education, Health 96.2 30 0.1 038 11,004 276
& Social Work
Other Community 971 26 03 0.0 35,056 221
Services

LDA sector
Environment 96.6 15 0.6 0.6 1,962 27
Life Sciences 96.5 29 00 06 1,965 23
ICT 948 5.2 0.0 0.0 19,035 190
Tourism 14 08 18207 434
Production 946 47 0.7 0.0 19,360 392
Creative 96.1 ‘ 29 038 0.1 80,845 544

56 London Annual Business Survey 2005



Ownership of businesses

Table 4.1: Foreign ownership of London’s businesses continued

UK-owned  Foreign-  Joint UK- DK/refused Weighted Unweighted

owned foreign population sample
LSC area
London East 0.4 0.2 71,433 837
London North 0.5 04 37,216 799
London Central 941 10 03 119,327 772
London South 95.7 35 0.6 03 51,580 799
London West 926 04 05 59,169 795
Gender of owners
Majority male 959 0.7 0.1 199,395 2,266
50:50 male-female 98.7 0.1 56,763 612
Majority female 957 4.2 0.1 0.0 56,583 376
DK refused 281 29 26 25985 748
Ethnicity of owners
White 04 01 261,191 2882
Black 95.0 41 09 00 17,534 140
Asian 946 44 0.7 04 30,110 287
Mixed 98.3 17 0.0 00 859 11
Other 787 184 17 13 7,258 106
DK/refused 691 246 30 21,775 576

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level
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4.3 Legal status

52.7% of London’s businesses trade as limited companies (Graph 4.1), while 41% are
either sole proprietorships or partnerships. Public limited companies only make up 4.2 %
of the stock of London businesses, but account for an estimated 26.7 % (874,181 jobs)

of London’s business employment.

Nearly half of all businesses (48.7 %) classify themselves as family-owned, accounting
for around Tm jobs, and just under a third of estimated business employment. A further
8.7 % of businesses describe themselves as social enterprises, estimated by LABS 2005
to employ 306,620 people, with an average employment figure of 10.5 jobs per business
(median 3), above the overall average for London businesses.

Graph 4.1: Percentage of number of businesses in London by legal status
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In terms of sectors, public limited companies are most common in Banking and Finance
(11.3 %), Hotels and Restaurants (10.7 % ) and Wholesale and Retail (7.7 %) compared
with an average of 4.2 % across all London businesses. Black and Asian-owned businesses
are significantly more likely to be sole proprietorships (Table 4.2).

4.4 Gender of owners

Majority female-owned' businesses account for one in six (16.7 % ) of London’s
businesses (56,763 businesses — see Table 4.3). Majority female-owned businesses
are more likely to be smaller than majority male-owned businesses. The average
size of majority female-owned businesses is 3.8 employees (median 2) compared
with 7.7 (median 3) for majority male-owned businesses.

1 Where females comprise over 50 % of owners, partners or directors
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Table 4.3: Gender of owners

Majority 50:50 Majority DK/refused Weighted Unweighted

male male- female population sample
female
% % % % n n

All businesses 589 16.8 16.7 7.7 338,726 4,002
Size

1-4 59.8 175 257,323 1,035

59 179 33,483 781

10-49 38,734 1,640

50-99 4,854 285

100-249 2,830 181

250+ 1,501 80
Sector

Primary & Utilities 8.1 541 9

Publishing 9.2 7,284 107

Manufacturing 51 12,077 285

(excluding Publishing)

Construction 20,530 335

Wholesale & Retail 69,001 811

Hotels & Restaurants 23,072 456

Transport & 181 97 12,307 285

Communications

Banking & Finance 60.2 111 6.5 223 11,092 223
Business & 60.3 17.2 17.7 48 136,762 994
Professional Services
Education, Health 133 76 11,004 276
& Social Work
Other Community 60.4 127 b 29 35,056 221
Services

LDA sector
Environment 1,962 27
Life Sciences 1,965 23
ICT 19,035 190
Tourism 573 11.0 18,207 434
Production 55.6 199 179 19,360 392
Creative 122 179 80,845 544
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Table 4.3: Gender of owners continued

Majority 50:50 Majority DK/refused Weighted Unweighted

male male- female population sample
female
% % % % n n

LSC area

London East 6.5 71,433 837

London North 73 37,216 799

London Central 8.4 119,327 772

London South 84 51,580 799

London West 59.8 16.4 16.6 73 59,169 795
Country of ownership

UK-owned 318,582 3,591

Foreign-owned 16,826 337

Joint UK-foreign 2,244 47

DK/refused 1,073 27
Ethnicity of owners

White 261,191 2,882

Black 17,534 140

Asian 30,110 287

Mixed 859 1

Other 7,258 106

DK/refused 21,775 576

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level
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The incidence of majority female ownership varies by sector. Majority female ownership
is most prevalent in Publishing, Education, Health and Social Work and Other Community
Services. It is least common in Banking and Finance. Majority female ownership is most
common in London Central and least common in London North. Across the LDA sectors
majority female ownership is slightly above the London average in Creative industries
(17.9%), but well below the average in ICT (1.2 %) and below the average in Tourism
(14.4%).

Black-owned businesses are more likely to be run by women than businesses in other
ethnic groups. Women run around one quarter of black-owned businesses (25.5% ),
compared with 18 % of white-owned and only 11.7% of Asian-owned businesses.

The incidence of majority female ownership may be increasing over time. The 2005
proportion of majority female-owned businesses of 16.7% compares with 11.4%

in 2004 and 9.7 % in 2003. Thus the number of majority female-owned businesses in
London is estimated to have risen from 33,459 in 2003 to 56,583 in 2005, a rise of 23,124.

Table 4.4: Evolution of female ownership

2003 2003 2003

—weighted estabs - unweighted estabs

% n n

Majority female 9.7 33,459 275
50:50/majority male 790 271,285 2,877

Don’t know /refused 1.2 38,589 921
2004 2004 2004
—weighted estabs - unweighted estabs

Majority female 11.4 38,883 347
50:50/majority male 841 288134 3,245
Don’t know /refused 45 15,472 416
2005 2005 2005
—weighted estabs - unweighted estabs

Majority female 16.7 56,583 376
50:50/majority male 756 256,158 2878
Don’t know /refused 77 25,985 748
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4.5 Ethnicity of owners

A total of onein six (16.5 %) of London’s businesses are majority-owned by minority
ethnic communities.

Asian-owned businesses form the biggest block among these minority ethnic-owned
businesses. One in 11 (8.9 %) of London’s businesses are Asian-owned, a total of
30,147 businesses. This compares with the 12.1 % of London’s population classified as
Asian in the 2001 Census of Population. One in 20 (5.2 %) of London’s businesses are
black-owned, a total of 17,614 businesses. This compares with the 10.9 % of London’s
population classified as black in the 2001 Census of Population.

Mixed-ethnicity-owned businesses only make up 0.3 % of London’s businesses (859).
This compares with the 3.9 % of London’s population classified as mixed ethnicity in
the 2001 Census of Population.

Asian-owned businesses are particularly well represented in certain sectors. On average
8.9% of businesses are Asian-owned, but some 21.1 % of Transport and Communications
and 16 % of Wholesale and Retail businesses are Asian-owned. Among the sectors with

a significantly higher share of white-owned businesses are Construction, where 91.9 %

of businesses are white-owned, and Manufacturing (excluding Publishing), where the
proportion is 88.9 %.

Businesses majority-owned by ethnic minorities are significantly more likely to be small.
Only 4.1 % of black-owned businesses have more than 10 employees, compared with
12.6 % of white-owned businesses and 8.4 % of Asian-owned businesses.
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Ownership of businesses

Black-owned businesses are more common in London North (9.7 %), while Asian-owned
businesses are more prevalent in London East (11.8%).

The mix of ownership by ethnicity varies amongst the surveys carried out in 2003, 2004
and 2005. White ownership has increased from 67 % of businesses in 2003 (229,971)
to 77.1% (261,191) in 2005. Ownership by ethnic minorities has fallen from 21.6 %

in 2003 to 16.5% in 2005, with the number of businesses who did not answer the
question falling from 11.4% to 6.4% in this same period. Black ownership has risen as

a proportion of the total and in terms of total numbers of businesses, from 3% (10,327)
in 2003 t0 5.2% (17,534) in 2005. Asian ownership has fallen from 11.9% (40,927) to
8.9% (30,110). Changes to the format of the question — affecting mixed ownership in
particular — may explain some of these changes.

Table 4.6: Evolution of ownership by ethnicity

2003 2003 2003

—weighted estabs - unweighted estabs

% n n

White 67.0 229,971 2,494
Black 30 10,327 72
Asian 11.9 40927 319
Mixed 50 17,031 224
Other/Chinese 17 5952 83
Don’t know/refused 114 39,125 881
2004 2004 2004

—weighted estabs - unweighted estabs

White 716 245,199 2,687
Black 49 16,653 139
Asian 10.7 36,785 374
Mixed 4.1 13,938 242
Other/Chinese 28 9,576 98
Don’t know /refused 59 20,338 468
2005 2005 2005

—weighted estabs - unweighted estabs

White 771 261,191 2,882
Black 5.2 17,534 140
Asian 89 30,110 287
Mixed 03 859 11
Other/Chinese 21 7,258 106
Don’t know/refused 6.4 21,775 576

Source: LABS 2005
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4.6 Disability

According to the 2005 survey, 2 % of businesses were majority-owned by people
classified as disabled. In addition, there were 10,681 businesses in London (3.6 %) with
one or more disabled owners?, estimated by LABS 2005 to employ 78,265 people. These
businesses were more likely to employ less than five people than the average for all London
businesses. There is considerable sectoral variation in the prevalence of businesses with
at least one disabled owner. Over one in 10 (11.2 %) businesses in Education, Health
and Social Work have at least one disabled owner, followed by nearly one in 14 (7.3 %)
businesses in Banking and Finance. Disabled owners are underrepresented in Publishing
and Other Community Services (both with 0.6 % of businesses with disabled owners).

Table 4.7: Disabled business ownership

Businesses with Weighted Unweighted
one or more population sample
disabled owners
% n n
All businesses 36 338,726 4,002
Size
1-4 40 257323 1,035
59 28 33,483 781
1049 38,734 1,640
5099 28 4,854 285
100-249 47 2,330 181
250+ | o0 EE 80
Sector
Primary & Utilities 0.0 541 9
Publishing 0.6 7,284 107
Manufacturing (0X] 12,077 285
(excluding Publishing)
Construction 33 20,530 335
Wholesale & Retail 48 69,001 811
Hotels & Restaurants 38 23,072 456
Transport & Communications 28 12,307 285
Banking & Finance 11,092 223
Business & Professional Services 34 136,762 994
Education, Health & Social Work 11.2 11,004 276
Other Community Services (03} 35,056 221

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level

2 The term disabled owner is used to cover disabled owners, or partners in a business
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Ownership of businesses

4.7 Age of owners

40.2 % of those involved in setting up a business were in their thirties at the time,

with a further fifth (21.8 %) in their forties. Only one in 10 were either under 25 (9.9 %)
orover 50 (10.1 %) at the time of business establishment. However there is evidence
of geographic variation in this picture. In London East the age at establishment is
more likely to be either under 30 or over 50 than the average for London as a whole,
while in London North, those involved in setting up businesses tend to be younger.

In terms of gender those establishing female-owned businesses are more likely to

be in their forties than for the average business.

Asian owners are significantly more likely to establish a business in their thirties, while
businesses with other ethnic ownership are significantly more likely to be established
by the under thirties.
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4.8 Reasons for setting up businesses

Ownership of businesses

A significant number of businesses appear to be set up for what might be called lifestyle
reasons. As shown in Table 4.9 the most common reason given for setting up a business
was a desire for independence (23 % of respondents). This reason was given by almost
the same percentage as gave the desire to make money (19 % ). Other frequently cited
reasons were the opportunity to meet a gap in the market, to build on past experience,
a desire to start their own business, redundancy and difficulty finding other work.

Table 4.9 Motivation behind business start-up

%

Reasons for starting up in business

Be my own boss/independent/tired of working for other people 226
To have an income/make money 193
Business opportunity/gap in the market 9.8
Experience of this type of work/has been in this business (inc. natural progression) 70
Wanted to start own business /it is what I want to do 6.5
Made redundant 6.5
Found it difficult to find work /needed to work /unemployed 58
Wanted a change of job/new challenge (inc. boredom) 4.
Branching out from /split with other/previous business 27
Freedom /flexible working/like to work from home 22
Enjoyment of doing this type of job 20
Interest in subject/field 19
Think that the business could be run better/provide a better service 18
Family-based decision inc. family business /friend-based decision 1.7
Dissatisfaction with last job 1.7
An ambition/for personal achievement 16
Provide a required service/asked to do it 16
The business /resource was offered by someone else (inc. partner) 14
Thought it was a good idea at the time 13
To enhance living standard 1.1
Took over from previous owner 10
Wanted to serve the community/help people 10
Have expertise in the field 06
To expand existing business 06
Old business/company folded or went into liquidation 04

Source: LABS 2003/5
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Ownership of businesses

4.9 Differences in performance by type of ownership

Family-owned businesses are significantly more likely to have suffered low employment,
productivity and profits growth in 2005. London, South East, UK and non-EU European
headquarters were associated with lower relative turnover growth, as were single site and
Asian-owned businesses. Foreign-owned businesses were more likely to suffer from low
turnover and profits growth.

Table 4.10 Ownership influences on performance

0Odds ratio
Growth in Growth in Growth in Growth in
employment turnover productivity profits
Family-owned 073 079 080
Foreign-owned 1.08 0.72 1.21 0.73
Global operation 0.85 095 093 1.19
HQin London 0.70 015 0.96 0.72
HQ elsewhere in the South East 0.63 0.15 1.91 0.97
HQ elsewhere in the UK 082 0.20 1.20 1.00
HQ elsewhere in the EU 1.08 0.34 2.00 0.56
HQ elsewhere in Europe 1.31 2.24 1.31
HQin the USA 065 027 205 1.61
HQ elsewhere in RoW 1.14 032 0.77 0.76
White-owned? 1.00 1.00 1.00 1.00
Black-owned 1.11 1.16 1.12 1.03
Asian-owned 115 062 0.64
Mixed-owned 313 1.68 053 298
Other-owned 1.14 1.24 0.79
Female-owned 1.26 1.21 0.96 1.14
Franchise 0.87 092 1.04 0.82
Social business 117 1.16 103 1.23

Single site operation 0.76 0382 0.73

Source: LABS 2005

- Likelihood that variable significantly affects growth at 90 % significance level

- Likelihood that variable significantly detracts growth at 90 % significance level

3 Denotes reference category
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Workforce

Summary

On the basis of LABS 2005, it is estimated that there are 3,270,413 jobs in private
sector businesses in London, including owners and partners. Of those employed in
London businesses, 9.7% can be categorised as owners or partners.

Businesses in London still employ more men than women. Male workers on average
make up 63.9% of employment in businesses. This applies across all business sizes,
but the balance shifts towards female workers as business size increases.

The proportion of women in workforces does vary markedly by sector, with on
average over 60% of jobs in Education, Health and Social Work businesses and over
40% in Hotels and Restaurants sector businesses undertaken by women. In contrast
under20% of jobs in Construction businesses are undertaken by women.

Businesses controlled by females have markedly more women employees. In the
case of majority female-owned firms, women make up 70% of the workforce
compared with only 22.2% for majority male-owned firms. The higher percentage of
women employees in female-owned businesses is also largely full-time employment.

Asian-owned and Other ethnic group-owned businesses tend to have low proportions
of women in their workforces (31.5% and 28.9% respectively), compared to the
average across all London businesses of 36%.

On average just over four out of five jobs (80.8%) in businesses (Table 5.2) are
full-time (greater than 30 hours per week). Female workers on average make up
around one quarter of this full-time workforce.
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Contents

5.1 Introduction

5.2 Gender

5.3 Full-time/Part-time

5.1 Introduction

On the basis of LABS 2005, it is estimated that there are 3,270,413 jobs in private sector
businesses in London, including owners and partners. Of those employed in London
businesses, 9.7 % can be categorised as owners or partners. This chapter looks at how
jobs in businesses are split between men and women and full and part-time workers
and how this varies in different types of businesses.

5.2 Gender

Male workers on average make up 63.9 % of employment in businesses (Table 5.1).
There are however distinct variations in the male-female balance in terms of the
company size, with the balance shifting towards female workers as business size
increases (Graph 5.1). For example, in the largest businesses, with over 250 employees,
men hold only 52.5% of the jobs.

Graph 5.1: Female proportion of total employment by size of business
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Chapter 5

The proportion of women employed in businesses also varies by sector. The average
percentage of female employees in businesses is 36 % but is significantly greater

in Education, Health and Social Work (65.4 % ), Hotels and Restaurants (46 % ) and
Publishing (40.6 % ). The average percentage of female employees in businesses is
significantly lower in construction (19.3 % ), Manufacturing (excluding Publishing)
(26.3 %) and Transport and Communications (26.8 % ).

Three of the LDA sectors have higher than average proportions of women employed
in businesses — Tourism (46.9 %), Life Sciences (45.6 % ) and Environment (42.3%).
Women hold less than one in five jobs (17.9 %) in ICT businesses.

The share of female employment in businesses is above the London average in London
South (40.8 %) and London Central (38.8 % ). The share in London North (30.4% ) is
significantly below average.

There are big differences in the proportion of women in the workforce between firms
that are majority female-owned and those that are majority male-owned. Businesses
controlled by females have markedly more women employees. In the case of majority
female-owned firms, women make up 70 % of the workforce compared with only

22.2 % for majority male-owned firms. The higher percentage of women employees in
female-owned businesses is also largely full-time employment. Where female owners or
partners are in the majority, on average 56.3 % of the workforce are full-time female,
compared with 15.1 % for male controlled businesses.

Asian-owned and other ethnic group-owned businesses tend to have low proportions
of women in their workforces (31.5% and 28.9 % respectively).
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Graph 5.2: Female proportion of total employment by gender or owner
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5.3 Full-time/Part-time

On average just over four out of five jobs (80.8 %) in businesses (Table 5.2) are full-time
(greater than 30 hours per week). Female workers on average make up around one
quarter of this full-time workforce.

Part-time working is least common among firms with 50 to 99 employees, where on
average 18.3 % of workforces are part-time, and most common among firms with five to
nine (23.4%) and with 10 to 49 employees (22.7 % ). Except in the smallest firms (one
to four employees) female part-time workers account for a bigger portion of workforces
than male part-time employees.

Part-time working (Table 5.2) is most common in Hotels and Restaurants, where on
average one third (33 % ) of workforces are on a part-time basis, and Wholesale and
Retail where on average just under one quarter (24 % ) work less than full-time hours.
While females on average account for a little over half of all part-time workers (52.8 %),
this proportion rises to 71.8 % in Education, Health and Social Work, and 60.7 % in Hotels
and Restaurants. Part-time working in publishing is however dominated by males, who
account for on average 84.0 % of all part-time workers in the sector.

London South has the highest proportion of workforces (24 %) in part-time jobs.
This is fully accounted for by the incidence of female part-time working, with on average
nearly four out of 10 (36.8 %) of female jobs in London South being part-time.

The incidence of part-time working in majority male-owned businesses is significantly
lower than average, with only 13.4% of jobs being part-time. Both male and female
part-time working is well below the average in these businesses.
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Chapter 6

Summary

According to London businesses, out of all the business environment factors

listed, the most important to running a successful business is the availability of
appropriately skilled labour. The second most important factoris the cost of labour,
followed by the cost of premises.

Transport within London is seen as the fourth most important factor whereas
transportin and out of London is seen as only the seventh most important factor
coming after proximity to customers or clients and size of current premises.

Businesses were also asked about their level of problems associated with different
factors. The highest levels of problems were associated with the availability of
appropriately skilled labour and transport within London, followed by crime and the
cost of labour.

Construction businesses rate the availability of appropriately skilled labour more
highly as a problem than other businesses. The cost of labour is also more of a
problem for construction businesses.

The availability of appropriately skilled labour and the issue of crime have been
considered two of the most significant problems facing businesses in each of the
last three years of the survey. However, the level of problems associated with the
availability of appropriately skilled labourincreased significantly in 2005 compared
to earlier years.

Effects on business performance

Businesses reporting problems with the cost of labour significantly under
performed in terms of all indicators, namely growth in employment, turnover,
productivity and profits.

Faster growing businesses perhaps not surprisingly reported greater problems
with the availability of skilled labour and the size of premises.
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Contents

6.1 Introduction

6.2 The importance of different factors to the running of businesses
6.3 The level of problems associated with different factors

6.4 The effect of the business environment on performance

6.1 Introduction

This chapter looks at the key external factors that are considered to be of importance to
the successful running of businesses and to be a current problem. This chapter also looks at
how these issues differ according to the characteristics of businesses. In deciding the most
appropriate policies to support businesses in London it is of key importance to understand
what are perceived as the greatest external barriers to growth.

6.2 The importance of different factors to the running of businesses

According to London businesses, out of all the business environment factors listed, the
most important to running a successful business is the availability of appropriately skilled
labour (mean score 3.9, on a scale of 1=not at all important to 5 = very important), with
nearly half of all businesses considering this very important. The second most important
factor is the cost of labour (mean score 3.6), followed by the cost of premises (mean
score 3.4). These are the same three most important factors as were identified in 2004.

LABS 2003 and 2004 asked about how transport generally affected the successful running
of businesses. LABS 2005 asked separately about transport within London and transport
in and out of London. Transport within London is seen as significantly more important to
the successful running of businesses than transport in and out of London. Transport within
London is seen as the fourth most important factor (mean score 3.3) whereas transport

in and out of London is seen as only the seventh most important factor (mean score 3.1)
coming after proximity to customers or clients and size of current premises.
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Table 6.1: Issues of importance to running a successful business

Not at all Very Don’t Mean
important important  know score
1 2 3 4 5
% % % % % % n

Availability of appropriately 129 5.7 13.0 213 449 22 39
skilled employees
Cost of labour 150 89 19.4 231 315 21 36
Cost of current premises 183 9.1 18.1 210 320 16 34
Transport within London 206 125 16.3 16.4 331 11 33
Proximity to customers 235 9.6 19.0 189 284 05 32
or clients
Size of current premises 214 129 245 16.6 232 14 3.2
Transport in and out 260 118 18.1 149 278 13 3.1
of London
Access to finance 283 131 199 141 233 1.3 29
Availability of affordable housing 436 114 137 88 208 1.7 25
Proximity to suppliers 397 147 193 124 120 19 24
Proximity of other companies 454 151 177 10.0 105 14 23
in the same sector
Weighted population 338,726
Unweighted population 4,002

Source: LABS 2005

Note: Mean scores exclude ‘Don’t know’

6.3 The level of problems associated with different factors

The two biggest problems that businesses currently face in London are the availability of
appropriately skilled labour (mean score 2.8 on a scale of 1=not a problem at all to 5=very
significant problem) and transport within London (mean score 2.6). Crime and the cost of
labour are also considered serious current problems by over a quarter of all businesses.
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Table 6.2: Current problems for business

Not a Very Don’t Mean
problem significant  know score
atall problem
1 2 3 4 5
% % % % % %

Availability of appropriately 309 11.9 216 153 187 16 28
skilled employees
Transport within London 325 168 209 1.7 16.7 14 26
Crime 351 173 16.5 115 18.6 09 26
Cost of labour 30.2 16.5 257 141 117 18 26
Transport in and out London 37.0 179 189 94 15.2 1.7 25
Cost of current premises 394 15.0 189 109 135 23 23
Size of current premises 437 157 19.7 9.5 99 15 22
Proximity to customers 452 175 179 9.2 86 1.6 22
or clients
Availability of affordable housing ~ 50.3 131 13.6 838 120 21 22
Access to finance 469 154 168 7.1 11.2 2.7 22
Proximity to other companies 56.5 16.9 15.0 49 5.7 10 19
in the same sector
Proximity to suppliers 589 15.6 144 49 40 21 18
Weighted population 338,726
Unweighted population 4,002

Source: LABS 2005

Note: Mean scores exclude ‘Don’t know’
Although proximity to customers is considered important to the running of a business, this

along with proximity to suppliers and other companies in the same sector, is considered to
be one of the least serious of the current problems facing businesses in London.
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environment in London

Reflecting the current workload for the construction industry, this sector reported the
highest mean score (3.3) for availability of appropriately skilled labour being a current
problem and one of the higher mean scores (3.0) for the cost of labour being a problem.
Cost of labour is also considered a concern for some of the typically lower paying sectors
such as Hotels and Restaurants.

Crime is considered more of a problem for the Wholesale and Retail and Hotels and
Restaurants sectors. Many of the issues seem to be less of a problem for micro businesses
(one to four employees); they have lower mean scores for a number of the factors
shown in table 6.3. Access to finance is currently significantly less of a problem for larger
businesses. When differences by ethnicity of ownership are considered, Asian-owned
businesses have a higher mean score for the availability of appropriately skilled labour
being a current problem.

Table 6.4: Current problems for the business (2003-2005)

Mean score 2003  Mean score 2004  Mean score 2005

% % %
Avdilability of appropriately skilled employees 2.1 22 28
Transport within London Not asked Not asked 26
Crime Not asked 23 26
Cost of labour 20 21 26
Transport 19 22 Not asked
Transport in and out London Not asked Not asked 25
Cost of current premises 2.1 20 23
Size of current premises 20 20 22
Proximity to customers or clients 18 18 22
Availability of affordable housing 19 19 22
Access to finance Not asked 2.1 22
Proximity to other companies in the 1.7 19 19
same sector
Proximity to suppliers 16 1.7 18
Weighted population 343,333 342,489 338,726
Unweighted population 4073 4,008 4,002

Source: LABS 2005

Note: Mean scores exclude ‘Don’t know’
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In 2005 and the preceding two years, respondents were asked the same question about
the current problems of their business. Table 6.4 presents the results. The availability

of appropriately skilled labour and the issue of crime have been considered two of the
most significant current problems facing businesses in each of the last three years of the
survey. However, the mean score reported in 2005 for availability of appropriately skilled
labour being a problem increased significantly in 2005 compared to earlier years.

6.4 The effect of the business environment on performance

The analysis indicates that businesses experiencing problems with external factors
tended to under perform according to a number of indicators. Having controlled for all
other business characteristics, the analysis showed that those businesses that reported
facing problems with the cost of labour, significantly under-performed in terms of all
indicators, namely; growth in employment, turnover, productivity and profits. Businesses
that had a problem with crime significantly under-performed in terms of employment
and productivity, whereas those reporting a problem with the cost of premises or
availability of affordable housing significantly under-performed in terms of growth in
turnover and profits respectively.

Businesses that reported experiencing problems with the availability of skilled labour
and the size of premises were significantly more likely to have experienced growth in
employment and turnover. This reflects the fact that fast growing companies are more
likely to encounter these problems.
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Table 6.5: The effect of the business environment on performance

Odds ratio
Growth in Growth in Growth in Growth in
employment turnover productivity profits
Factors affecting growth

Cost of premises a problem 0386 ] 0.89 0.88
Size of premises a problem
Labour costs a problem
Avdilability of appropriately skilled
labour a problem
Transport within London a problem 091 0.94 1.04 0.90
Transport in and out of London 099 0.84 098 0.88
a problem
Avdilability of affordable housing 1.18 0.85 1.03 0.75
a problem
Proximity to customers or clients 0.90 0.95 087 093
a problem
Proximity to suppliers a problem 084 1.15 1.31 114
Proximity to competitors a problem 0.77 0.60 0385 083
Access to finance a problem 0383 0.95 099 097
Crime a problem (0X210) 0.89 0.77 087

Source: LABS 2005
- Likelihood that variable significantly affects growth at 90 % significance level

- Likelihood that variable significantly detracts from growth at 90 % significance level

London Annual Business Survey 2005 95



Chapter 7

Summary

e Businessesin London state that the quality of the product or service, customer
relations and the reliability of the product or service are their three most important
priorities in determining their competitiveness. These three areas were also
identified as the highest priorities in 2004.

® Aswasthe casein 2004, low prices were considered least important, with only
just over a fifth of companies stating that this was a very high priority for the
competitiveness of their business.

* |nterms of strategies actually undertaken, over 80% of businesses had enhanced
relationships with customers in order to improve their competitiveness. This was
also the most common strategy adopted in 2004. Launching new products or
services, improving IT, and undertaking advertising/marketing were also common
strategies adopted (by nearly half of all businesses).

* Aswasthe casein 2004, a significant number of businesses had expanded into new
UK (27.9%) or new overseas (18.1%) markets.

Effects on business performance

e Having controlled for all other business characteristics, those businesses that stated
that having knowledgeable/experienced staff was a high priority, were significantly
more likely to see growth in employment. Those businesses that stated that low prices
were a high priority were significantly more likely to see lower growth in profits.
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Contents

7.1 Introduction

7.2 Priorities of businesses

7.3 Measures to improve competitiveness

7.4 The effects of businesses’ priorities on performance

7.1 Introduction

The focus of this chapter is to understand where the priorities for businesses in London
lie in ensuring that their products and services are competitive in the market place and
how these correspond to the strategies that they adopted.

7.2 Priorities of businesses

Businesses in London state that the quality of the product or service (mean score 4.7 on
a scale of 1=very low priority to 5 =very high priority), customer relations (mean score
4.7) and the reliability of the product or service (mean score 4.6) are their three most
important priorities in determining their competitiveness. These three priorities were also
identified as the highest priorities in 2004. Also considered to be very high priority by two
thirds of businesses were having knowledgeable/experienced staff and an established
reputation. As was the case in 2004, low prices were considered least important, with
only just over a fifth of companies stating that this was a very high priority for the
competitiveness of their business.
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Table 7.1: Business priorities

Very Very Don’t Mean
low high know score

priority priority

1 2 3 4 5
% % % % % % n
Quality of product or service 1.1 038 3.1 159 784 0.7 47
Customer relations 11 1.2 44 169 756 038 47
Reliability of product or service 15 1.2 47 16.6 75.0 10 46
Established reputation 13 16 6.7 19.2 705 0.7 46
Knowledgeable staff 21 28 6.8 19.9 66.7 1.7 45
Speed of delivery 70 4.4 16.6 236 448 35 40
Unique product or service 74 75 17.5 224 437 14 39
Product or service range 79 83 225 265 325 23 37
Design 9.6 89 223 246 318 28 36
Low cost base 838 9.7 29.0 210 289 0.0 35
Marketing 13.7 122 245 240 245 11 33
Low prices 137 15.2 306 181 205 19 32
Weighted population 338,726
Unweighted population 4,002

Source: LABS 2005

Note: Mean scores exclude ‘Don’t know’

7.3 Measures to improve competitiveness

This section investigates the strategies that have been adopted by businesses in London
to raise competitiveness in 2005. More than eight out of 10 businesses had enhanced
relationships with customers in order to improve competitiveness. This was also the
most common strategy adopted in 2004. Launching new products or services, improving
IT, and undertaking advertising/marketing were also common strategies adopted in
2005 (by nearly half of all businesses). As was the case in 2004, a significant number

of businesses had expanded into new UK (27.9 %) or new overseas (18.1 % ) markets.

The results show some significant differences depending on the size of the businesses,
with larger firms (250+ employees) more likely to cut costs, acquire other companies,
adopt IT or expand into overseas markets, as measures to improve competitiveness.
The larger range of strategies undertaken by large businesses corresponds to the above
average likelihood of large businesses to undertake process innovation.

98 London Annual Business Survey 2005



Strategies adopted

by businesses

Table 7.2: Measures to raise competitiveness by business size (employment)

All 1-4 5-9 10-49 50-99 100-249 250+
Multiple response % % % % % % %
Improved relationship 838 823 873 89.5 88.7 926 824
with customers
Launched new products 454 421 53.2 570 63.0 61.3 55.6
and services related to
core business
Introduced new or improved 441 0.5 454 56.0 61.1 623 731
hardware/software
Introduced a new or 427 39.2 520 539 63.1 56.7 62.0
improved advertising or
marketing strategy
Cut production costs 30.1 28.1 347 36.1 432 401 509
Diversified/launched new 290 276 319 335 404 343 314
products and services in
different sectors
Expanded into new markets 279 26.7 254 346 388 451 295
in the UK
Expanded into overseas 181 17.2 16.7 234 27.4 239 416
markets
Cut distribution costs 180 16.8 189 227 314 223 22.7
Acquired other companies 6.2 45 94 106 18.2 209 388
Weighted population 338,726
Unweighted population 4,002

Source: LABS 2005

Table 7.3 (see page 100) shows the top five measures taken to raise competitiveness by
business characteristics. The table shows that a higher percentage of businesses in the
Hotels and Restaurants and Other Community Services sectors had improved relationships
with customers and introduced or improved advertising or marketing strategy. Conversely,
a lower percentage of businesses in the Manufacturing sectors had undertaken either

of these measures.
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Table 7.3: The top five most important measures taken to raise competitiveness

Improved Launched Introduced  Introduced Cut
relationships new products new anew or production
with & services hardware/ improved costs
customers related to software advertising
core or market
business strategy
% % % % %
All businesses 838 454 441 427 301
Size
1-4
59
10-49
50-99
100-249
250+
Sector
Primary & Utilities 68.2 11.7 482 87 201
Publishing
Manufacturing

(excluding Publishing)

Construction
Wholesale & Retail
Hotels & Restaurants

Transport &
Communications

Banking & Finance 856 46.2

Business & 848 441
Professional Services

Education, Health 799 408
& Social Work

Other Community Services 90.8 443
LDA sector

Environment 869 475 450 106 54

Life Sciences 86.0 475 498 9.4 121

ICT

Tourism

Production 63.6 426 423 334 336

Creative 823 464 46 276

399 228

46.7 213
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LSC area
London East 433 29.6
London North 399 28.1
London Central 424 288
London South 848 443 439 456 306

London West 8238 475 404 420

Country of ownership

UK-owned 833 447 437 422 298
Foreign-owned 91.3 549 501 471 34.2
Joint UK-foreign 920 68.7 65.1 79.6 51.2
DK/refused 90.1 60.7 26.5 65.1 220
Gender of owners
Majority male 829 434 450
50:50 male-female 824 461 46.4 393 313
Majority female
DK/refused
Ethnicity of owners
White 81.0 441 449 408 29.4
Black 97.9 421 40.7 492 308
Asian 91.4 46.4 339 46.0 30.6
Mixed 876 389 298 357 711
Other 95.6 56.9 426 472 293
DK/refused 90.9 59.5 525 55.2 36.3

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level
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7.4 The effects of business priorities on performance

The analysis indicates that some of the stated priorities of businesses for ensuring
their products or services are competitive, made a significant difference in terms of
raising performance. Having controlled for all other business characteristics, businesses
which stated that having knowledgeable/experienced staff was a high priority, were
significantly more likely to see growth in employment. Those businesses that stated
that low prices were a high priority were significantly more likely to see lower growth

in profits. Businesses that stated that maintaining an established reputation was a
priority to ensure that their products and services were competitive, were significantly
more likely to see growth in profits but less likely to see growth in employment.

Table 7.4: The effects of strategies adopted by businesses on performance

Odds ratio
Growth in Growth in Growth in Growth in
employment turnover productivity profits
Business priorities (past 12 months)

Low Prices 1.01 0.89 0.88 0383
Unique product or service 1.01 1.01 0.98 1.00
Quality of product or service 098 113 1.04 090
Improving innovation and the technical 099 095 1.06 1.08
performance of products & services

Speed of delivery 095 107 117 095
Product or service range/portfolio 1.03 0.94 -E- 112
Marketing 1.09 103 1.03 097
Customer relations 1.03 1.15 1.07 1.34

Knowledgeable/experienced staff 1.25 094 118

0383 082

Reliability of product or service

Established reputation
Low cost base 1.11 093 1.00 0.96
Source: LABS 2005

- Likelihood that variable significantly affects growth at 90% significance level

- Likelihood that variable significantly detracts from growth at 90 % significance level
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Geographical markets

Summary

e Onaverage, businesses across London generate nearly two thirds (62.9%) of their
sales from within London and 23.3% from the rest of the UK, with the remainder
coming from abroad.

 Justunder half (42.6%) of all purchases by businesses located in London are made
from within London. Afurther36% are made from elsewhere in the UK, with the
remainder being made from abroad.

e London businesses could be considered as net importers, with 21.4% of purchases
coming from abroad, compared to 13.9% of sales being made abroad. Thisisin
contrast to the 2004 results, when they were a marginal netimporter from the
rest of the world and 2003, when they were a marginal net exporter to the rest
of the world.

® |n 2005, London businesses were net importers from the rest of the UK, as was the case
in 2004, butin contrast to 2003 when they were a net exporter to the rest of the UK.

Effects on business performance

e The analysis shows that when all other factors are controlled for, businesses that
export were significantly more likely to have seen lower growth in turnover during
2005. Businesses that mainly export to the rest of Europe were more likely to have
seen decreases than those that mainly export to the USA or the rest of the world.
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8.5 The effects of geographical markets on business performance

8.1 Introduction

The focus of this chapter is to understand the geographical sales and purchasing patterns
of businesses located in London and the rest of the world.

8.2 Sales

On average, businesses across London generate 62.9 % of their sales from within London
and 33.7 % from within their own borough. 23.3 % of their sales are generated from the
rest of the UK and 13.9 % from abroad.

This does vary across the capital with London West businesses generating significantly
less (50.4 % ) of their sales from within London. The dependence on London for sales is
significantly lower for the largest businesses (250+ employees), with 47.9 % of their sales
occurring within London. Foreign-owned businesses generate 35.1 % of their sales from
abroad and 46.5 % from within London.

As would be expected, the Education, Health and Social Work sector (90.1 %) is the
most reliant on the London market, followed by Hotels and Restaurants (78.1 %),
Wholesale and Retail (73 % ), Construction (71.8 %) and Other Community Services
(71.1 % ). The Manufacturing sector generates one of the lowest (30 % ) proportion
of their sales from within London.

In terms of the LDA sectors, businesses in the Tourism (72.3 % ) and Creative Industries
(49.1 %) sectors generate a higher percentage of sales in London than businesses
on average.

As can be seen in table 8.1 the location of sales is different for each ethnic group.
White-owned businesses have proportionally more international customers than all other
groups, with the exception of those owned by ‘other’ ethnic groups who have the highest
proportion of customers outside of Europe and the USA (33.4% ). Black-owned and mixed
ethnicity-owned businesses make a higher proportion of sales in London and Asian-owned
businesses make a higher proportion of sales outside London but elsewhere in the UK.
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Chapter 8

8.3 Purchases

Just under half (42.6 %) of all purchases by businesses located in London are made
from within London, with only 13.2 % of purchases being made from within the same
borough. 36 % are made from elsewhere in the UK and 21.4% from abroad. The largest
(over 250 employees) businesses tend to source the lowest proportion of purchases from
within London (17.7 %), and the highest proportion from the rest of the UK (56.5% ).
Foreign-owned companies are the least likely to source purchases from within London
(21.2%), and the most likely to purchase from abroad (56.6% ).

The Manufacturing (excluding Publishing), Wholesale and Retail and Banking and
Finance sectors make a significantly lower percentage of purchases from within London.
The Manufacturing sectors make the highest percentage of purchases from the

rest of the UK, whilst the Banking and Finance (36.8 %) and Wholesale and Retail
(34.6 %) sectors make the highest percentage of purchases from abroad (36.8%).

When considering the ethnic group of owners some clear differences also emerge.
Businesses owned by people of mixed ethnicity are the least likely to make purchases
abroad, whilst black-owned and those owned by ‘other’ ethnic groups are the most
likely to, and in particular from outside Europe.
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Chapter 8

8.4 Export-imports

The geographical sales and purchasing patterns of businesses located in London can

be used as a guide as to whether London businesses were net importers or exporters in
2005. As can be seen from graph 8.1, using this information London could be considered
a net importer from the rest of the world with 21.4 % of purchases coming from abroad
compared to 13.9 % of sales being made abroad. This is in contrast to the 2004 results,
when London businesses were only marginal net importers from the rest of the world
and 2003, when they were marginal net exporters to the rest of the world. In 2005,
London businesses were net importers from the rest of the UK, as was the case in 2004,
but in contrast to 2003 when they were net exporters to the rest of the UK (see graph 8.2).

Graph 8.1: Sales and purchases of the London economy
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Graph 8.2: Percentage sales minus percentage purchases by geographical area
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8.5 The effects of geographical markets on business performance

Businesses that export are generally more likely to have seen decreases in their turnover
during 2005. Looking at how particular market orientations affected performance,
businesses that mainly export to the rest of Europe were more likely to have seen
decreases in their turnover during 2005 compared to those that mainly export to the
USA or the rest of the World. There is also evidence that businesses that mainly sell in
London or the rest of the South East were more likely to have seen decreases in their
turnover during 2005 compared to those that mainly sell in the rest of the UK.
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Chapter 8

Table 8.3: The effects of geographical markets on business performance

Odds ratio
Growth in Growth Growth in Growth
Structural variables employment  inturnover productivity  in profits

Business exports 095 099 086

Market orientation (location of

largest customer base)
In this borough 1.06
Elsewhere in Greater London 1.23
Elsewhere in the South East 1.06
Elsewhere in the UK 094
Elsewhere in the EU 134
Elsewhere in Europe (outside the EU) 0.46
Inthe USA 1.58 0.64 0.74 0.64

Elsewhere in the world 0.71 0.60 0.67

Source: LABS 2005

- Likelihood that variable significantly affects growth at 90 % significance level
- Likelihood that variable significantly detracts from growth at 90 % significance level
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Chapter 9

Investment and access to finance

Summary

* The majority of businesses reported that spending on most categories of expenditure
had remained the same over the last 122 months.

* QOver 40% of businesses reported increasing investment expenditure on IT during
the last year, which corresponds closely to the results from the 2004 survey.

* Micro businesses were the least likely to have increased spending over the last year.
Forexample, on balance, 31% of micro businesses had increased spending on IT
compared to over 50% of businesses employing more than 100 people.

e Few businesses expect to increase expenditure over the next 12 months, with 37.3%
reporting spending on IT will rise.

e The largest firms, those employing more than 100 people, on average invest around
£3,300 in capital for every worker. In contrast micro businesses (one to four employees)
on average invest just over £11,800 per worker.

e Over 40% of businesses stated that they had not been able to invest as much
capital as they would have liked over the last 12 months. The most commonly
stated problems were the same as those found in 2004 and were —market/demand
conditions, problems accessing external finance and decreased profitability.

e Athird of all businesses reported that they had approached external sources for
funding in the last 12 months.

* Banks were by far the most popular source, with 59.2% of companies who sought
external finance approaching them, followed, some way further back, by credit
cards (4%).

e Justunder65% of all businesses were successful in their applications for finance
from banks.

e Businessesthatsaid problems with accessing external finance had prevented them
investing as much as they wanted were also asked what specific problems they had
experienced in accessing external finance. The three most common problems were
the lender not understanding the applicants business needs (49.5%), not being able
to obtain a large enough amount (48.9%) and lack of advice about options/sources
available (48.1%).

Effects on business performance

® Those businesses which had successfully approached banks were significantly more
likely to have seen growth in employment. Businesses investing in IT or spending
on product/service development, training/retraining and average salary per worker
were significantly more likely to have seen growth in performance.
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Contents

9.1 Introduction

9.2 Investment spending

9.3 Access to external finance

9.4 The effects of investment and access to finance on business performance

9.1 Introduction

The focus of this chapter is to understand investment spending and other forms

of expenditure undertaken by London businesses, in both the last 12 months and
the expected amounts for 2006. The chapter also examines the sources of external
finance that businesses in London seek and how successful they are in obtaining
funds. It is important to understand the constraints on investment that businesses
face and the problems that they have encountered in accessing finance, as business
investment is a factor underpinning the future growth of the London economy.

9.2 Investment spending

Changes in investment spending and other spending during the previous
12 months

In the survey, businesses were asked about changes in expenditure over the last 12
months. The majority of businesses reported that spending had remained the same
on most categories. However, over 40 % of businesses reported increasing spending
on IT (Table 9.1). This corresponds very closely with the results from the 2004 survey.
Over a third of businesses also reported increasing expenditure on product/service
development (36.1%), marketing (38 %) and salaries (39.1 %). These figures are
again similar to the 2004 findings (see graph 9.1).
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Table 9.1: Change in investment expenditure by category on-site during previous
12 months, ranked by percentage of businesses increasing expenditure

Expenditure category Increased Remained Decreased Don’t  Decisions  Balance
the same know made of +ve
elsewhere  over-ve
% % % % % %
Investment spending
IT 415 473 6.7 37 0.7 348
Equipment (excl IT) 277 59.2 9.3 33 0.5 18.4
Premises 245 65.9 58 29 09 187
Vehicles 16.0 65.7 49 125 09 111
Other spending
Average salary per worker 391 489 54 6.0 05 337
Marketing 380 486 78 45 1.1 303
Product/Service department 36.1 534 33 6.3 09 329
Training /re-training 254 65.5 27 52 1.2 227

Source: LABS 2005
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Chapter 9

Graph 9.1: Balance percentage of businesses saying different categories of

spending have increased over those saying they have decreased over past year
(LABS 2005 and LABS 2004)
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Table 9.2 shows the changes in investment and other expenditure that London
businesses undertook during the previous 12 months, split by business characteristics.
Micro (one to four employees) businesses were the least likely to have increased
spending over the last year. For example, on balance, 31% of micro businesses had
increased spending on IT, compared to over 50% of businesses employing more
than 100 people. It can also be seen that on balance just 17% of micro businesses
had increased spending on training/re-training, this compares to the corresponding
figure of around 50% for businesses employing more than 100 people.
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Chapter 9

Anticipated changes in investment and other spending over the next 12 months

Businesses were asked about anticipated changes in investment and other expenditure
over the next year. Few businesses expect to decrease expenditure over the next 12 months.
Around four out of 10 businesses expect to increase spending in non-investment
categories, for example, Average salary (50.9 %), Marketing (43 %), Product/service
development (39%) and Training/re-training (34%). In terms of the investment
spending categories, IT (37 %) is the area that more businesses anticipate increasing
their spending on over the next year.

Table 9.3: Percentage of businesses saying different spending categories
will increase/remain the same/decrease during next 12 months

Increased Remained Decreased Don’t Balance of +ve
Expenditure category same know over -ve
% % % % %

Investment spending

IT 373 520 74 33 299

Equipment (excluding IT) 315 58.4 7.5 26 239

Premises 256 67.2 40 32 216

Vehicles 146 713 39 10.2 10.7
Other spending

Average salary per worker 509 40.1 27 6.3 482

Marketing 430 495 39 37 391

Product /service development 387 539 28 46 359

Training/re-training 335 589 31 45 304

Source: LABS 2005
Notes: Weighted population is 338,726. Unweighted sample is 4,002.
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Graph 9.2: Balance percentage of businesses saying different categories of
spending will increase over those saying that it will decrease over the next year
(LABS 2005 and LABS 2004)

Equipment (excluding IT)
Premises

Vehicles

Average salary per worker

Marketing

Product/Service department

Training/re-training

0 5 10 15 20 25 30 35 40 45 50
% businesses

Key

W 2004

Bl 2005

Source: LABS 2005/2004
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Table 9.4 shows the anticipated changes in spending by category over the next twelve
months. Medium and large firms (those employing more than 50 people) are the
most positive about increasing spending on IT over the next 12 months. Black-owned
businesses and mixed ethnicity-owned businesses are more optimistic than businesses
owned by other ethnic groups about increasing IT spending over the next 12 months.

Level of capital expenditure in 2005

Table 9.5 shows the capital investment per worker by business characteristics. Although

the absolute level of investment is positively related to firm size (larger businesses

invest more in absolute terms), when we look at the ‘per worker’ figures a negative
relationship emerges. The largest firms, those employing more than 100 people, invest

in capital on average around £3,300 per worker. In contrast, micro businesses (one to four
employees) invest in capital on average just under £11,800 per worker. Majority male-owned
businesses spend on average £13,400 per worker, compared to £7,900 for majority
female-owned businesses.
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Table 9.5: Capital investment on site per worker in previous 12 months
by business characteristics

Average Median Weighted Unweighted
investment investment population sample
peremployee  per employee
£ £ n n
All businesses 10,658 1,250 215,685 2,295
Size
1-4 11,751 1,250 170,786 695
59 7,382 1,250 20,309 475
10-49 6,154 941 20,175 857
5099 4,713 714 2,391 144
100-249 2,693 727 1,311 87
250+ 4,295 1,667 712 37
Sector
Primary & Utilities 4,495 6,250 207 5
Publishing 2,408 100 5,258 67
Manufacturing 13,273 1,500 7,870 191
(excluding Publishing)
Construction 5,771 0 15,019 229
Wholesale & Retail 10,692 1,000 41,469 406
Hotels & Restaurants 4775 1,429 12,292 232
Transport & Communications 500 8,362 176
Banking & Finance 4120 0 7,526 135
Business & Professional Services 13,571 1,667 87,583 578
Education, Health & Social Work 5,033 167 5,986 138
Other Community Services 6,476 1,000 24112 138
LDA sector
Environment 16,614 1,500 1,827 18
Life Sciences 2,061 0 1,744 14
ICT 5,981 1,875 12114 106
Tourism 7,783 1,875 10,258 230
Production 8922 1,250 13,128 258
Creative 7,758 2,000 49140 304
LSC area
London East 1667 47,608 493
London North 8,330 1,000 24,609 473
London Central 7,033 2,000 74,938 427
London South 0 31,809 460
London West 7837 500 36,721 442
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Table 9.5: Capital investment on site per worker in previous 12 months
by business characteristics continued

Average Median Weighted Unweighted
investment investment population sample
per employee per employee
£ £ n n
Foreign-owned 3917 0 7,951 155
Joint UK-foreign 17,817 10,000 1,717 24
DK/refused 290 0 215 6
Gender of owners
Majority male 13,444 1,500 130,637 1,364
50:50 male-female 5471 833 34,517 382
Majority female 7939 1,667 40,414 250
DK/refused 3,238 0 10,117 299
Ethnicity of owners
White 11,187 1,000 168,579 1,722
Black 8,896 3,750 12118 99
Asian 8,413 1,333 20,696 184
Mixed 18,656 12,500 633 6
Other 14,666 3,500 5,261 64
DK/refused 5,004 0 8,398 220

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level

Constraints on investment spending

Businesses were asked if they had been able to invest as much capital as they would
have liked over the last 12 months. Over 40 % of businesses stated that they had not.
When the results are disaggregated based on ethnicity of ownership, nearly 70 % of
black-owned businesses and over 50 % of Asian-owned businesses had not been able
to invest as much as they would have liked. There was also a noticeable relationship
with the size of the business, with smaller businesses more likely not to have been able
to invest as much as they would like (43.8 % of micro businesses), compared to only
25.9% of businesses employing more than 250 people.

Businesses who stated that they would have liked to invest more were also asked what,
if anything, had prevented them from doing so. The most commonly stated problems
were the same as those found in 2004 and were: market/demand conditions, problems
accessing external finance and decreased profitability.
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Table 9.6: Constraints on investment by type of business

Problems Decreasein Shortage Decisions Market Inability
accessing profitability of skiled are made conditions/  to source
external labour byothers/ demand  appropriate
finance another equipment
site
% % % % % %
All businesses 340 326 99 8.1 438 73
Size
1-4 355 321 9.6 49 445 78
59 59
10-49
50-99
100-249
250+ 09 214 7.4 423 275 00
Sector
Primary & Utilities 50.1 100.0 0.0 0.0 499 0.0
Publishing 380 149 197
Other Manufacturing 222 99 50 427 53
Construction 11 46.6 79
Wholesale & Retail 454 120 46.1 9.2

Hotels & Restaurants 378 338 8.4 20.0

Transport & 443 225 54 387

Communications

Banking & Finance 401 273 6.5 85 345 41

Business & Professional 350 273 119 431 49

Services

Education, Health 323 14 373 84

& Social Work

Other Community Services  41.7 306 86 448 87
LDA sector

Environment 77 19 0.0 08 60.5 0.0

Life Sciences 0.7 09 0.0 09 496 0.0

ICT 51.4 246 9.2 (0X0] 419 56

Tourism 425 36.3 114 210 46.3 11.2

Production 404 275 126 7.1 442 84

Creative 391 343 5.1 4.2 450 70
LSC area

London East 36.1 76

London North 331 35.2 73 6.1

London Central 38.1 285 95 7.1

London South 343 269 66 80 399 35
London West 246 324 93 117 125
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Limited Government Space/site No Closing/ Other Weighted Unweighted
cash funds legislation  restrictions time/  moving/ population  population
too end of
busy contract

% % % % % % n n
6.1 20 18 63 29 72 140910 1,466
65 21 16 66 28 77 112735 446
45 10 21 52 30 39 12738 300
48 16 30 53 27 57 12585 549
57 22 14 67 49 56 1588 93
54 46 16 T > I 876 55
00 00 21 00 00 134 389 23
00 00 00 00 00 499 56 2
46 11 11 46 11 06 1401 38
22 04 32 34 5149 121
57 21 18 57 21 78 8961 143
46 16 56 61 31753 289
83 00 04 84 07 23 11617 185
42 24 00 42 30 49 4800 104
27 31 67 27 31 32 319 70
97 13 25 98 26 89 52756 328
6.1 03 81 6.1 20 106 2933 92
B os o [EEH 89 18290 9%
392 00 00 39.2 00 00 1598 8
486 00 00 486 00 00 1272 5
39 00 17 39 04 25 11,099 74
66 00 06 68 10 27 8299 164
83 19 05 103 28 28 6550 159
47 04 14 49 26 76 36145 190
80 16 11 84 24 53 32025 330
59 07 25 60 14 81 15533 293
56 32 06 56 46 79 4704 250
39 16 41 44 19 38 19427 290
65 13 26 67 22 99 26720 303
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Table 9.7: Constraints on investment by type of business continued

Problems Decreasein Shortage Decisions Market Inability
accessing profitability of skiled aremade conditions/  to source
external labour by others/  demand appropriate
finance another equipment
site
% % % % % %
Country of ownership
UK-owned 341 331 10.1 6.7 435 7.0
Foreign-owned 316 228 394 166
Joint UK-foreign 27.7 11.2 0.0 354 50.1 0.0
DK/refused 331 50.8 00 84.2 44 00
Gender of owners
Majority male 352 320 84
50:50 male-female 330 36.2 7.8
Majority female 33.0 340 158
DK/refused 269 21.2 148
Ethnicity of owners
White 334 329 8.1 6.6 44 5.6
Black
Asian
Mixed 59.8 578 00 20.2 377 26
Other 445 238 7.7 29.5 1.6
DK/refused 275 148 223 41.2 9.0

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level

132 London Annual Business Survey 2005



Investment and

access to finance

Limited Government Space/site No Closing/ Other Weighted Unweighted
cash funds legislation  restrictions time/  moving/ population  population
too end of
busy contract

% % % % % % n n
63 21 18 65 30 73 135057 1341
18 05 12 18 07 20 4945 97
47 00 18 47 00 195 721 21
00 00 00 00 00 45 186 7
52 14 55 18 74 83418 839
67 20 22 67 49 25977 251
v D o5 95 44 24,798 155
27 05 05 30 37 6717 221
72 21 23 74 29 72 103222 1025
50 00 00 50 00 105 11893 83
34 07 49 75 14667 122
00 00 00 00 00 00 457 4
12 00 00 12 00 15 3954 49
62 22 05 66 5. 38 6717 183
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Graph 9.3: Constraints on investment

Market/demand conditions
Problems accessing external finance
Decreased profitability

Shortage of skilled labour
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Source: LABS 2005
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9.3 Access to external finance
Sources of external finance approached

All businesses were asked about their use of and sources of external finance. A third
of all businesses reported that they had approached external sources for funding in
the last 12 months. There was a positive relationship with business size, with 34 % of
micro businesses compared to 41 % of large (more than 250 employees) businesses
approaching external sources of finance.

Graph 9.4 details the sources of external finance approached. As can be seen, banks
were by far the most popular source, with 59.2 % of companies who sought external
finance approaching them.

Graph 9.4: Proportion of establishments approaching sources of finance by source
in the previous 12 months

Banks

Credit card

Loan fund

Venture capital
Grant

Leasing/hire purchase

Factoring institution

%
Source: LABS 2005
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When looking at differences according to ethnicity of ownership, it can be seen that
black-owned businesses were more likely than other groups to approach banks, venture
capital or credit card companies as a source of external finance. Asian-owned businesses
were the group least likely to approach banks.

Levels of success in obtaining external finance

65 % of all businesses were successful in their applications for finance from banks.
There are some noticeable differences when these results are compared across ethnicity.
Nearly seven out of 10 white-owned businesses were successful in obtaining bank
finance. This compares to just over four out of 10 black-owned companies and

around six out of 10 Asian-owned businesses.

Table 9.8: Applications for bank finance in previous 12 months and success rates
by ethnic group

Approaching  Weighted Unweighted Successful Weighted Unweighted

bank population sample population sample

Source % n n % n n
All businesses 59.2 112,455 1,290 64.8 66,568 730
Ethnic groups

White 58.5 84,875 971 68.8 49,613 559

Black 755 8,847 70 44.2 6,683 50

Asian 51.7 11,972 118 574 6,186 72

Mixed 1000 491 4 - 491 4

Other 722 2,961 33 - 2,138 26

Don’t know 440 3,309 94 476 1,457 19

Source: LABS 2005

Problems in accessing external finance

Businesses that said problems with accessing external finance had prevented them
investing as much as they wanted were also asked what specific problems they had
experienced in accessing external finance. The three most common problems were
the lender not understanding the applicants business needs (49.5 % ), not being able
to obtain a large enough amount (48.9 %) and lack of advice about options/sources
available (48.1 % ). Table 9.9 shows the breakdown of these figures for different types
of businesses, although care needs to be taken with the interpretation of this table
due to small sample sizes.

London Annual Business Survey 2005 139



(@)
| —
Q
o+
Q.
O
L
@)

€€ 069, 20 oo PENN s 9 €6€ 9LL 09€  SPDWIBS AUNWWO) BYI0
HOM [PIPOS 7R
Le 676 S¢ 00 VAN 607 0/g L'ew 43 oLl 3paH ‘uonoonp3
SIDIAIDS [DLOISSDY0Id
0oL Lg7'8L LYy €e 7L L'gw 9SS S6Y7 7'l 8'¢ec 73 ssauisng
(¥4 08Z'L el 00 LLL LLE 7L L€S 9'SL 9l aoupul4 g bunjupg
SUORDIIUNWIWOY)
LE LTLT 70k L'9€ osy LLe 73 Hodsup1]
€y L8€" 00 L6Y [40}3 e 691 SIUDIND]SSY 73 S|910H
€9 70€'8 7L 00 66l S99 L'0S L'9S Zss 8'9¢ 039y 73 S[DSI|OYAN
9¢ S.0T 90 L0 19 £8S £le SN 7 uomNIsUe)
7€ 9LLT 00 00 L9l L6€ L'SE 7'l gee Bunpojnudy 1Y
L €es SlLe 00 9¢ 69¢ 69¢ 8¢ 6'8¢ Ll buysiand
L 8¢ (0 0]0]% 00 00 00 oooL 00 00 00 sannN 7 Aowid
1oyag
L € 00 00 (0 0]0]% 00 00 00 00 oooL +0S¢
Ll qSl 90l 00 LLE el 0'sc 09 09 09 6'7¢-00L
Sl 8¢c 9¢ 43 o6Y7 787 443 70l L'se L8 66-0S
Gel L6Z'E 7S o0 L'Le 670l
L6 €Ty 89 00 el 9'8S 9Ly L'o¢ 6'S
6471 0Lo0v 9¢ gl 8 L'67 7'0S L7 787 L7¢ -l
az15
oy 606'LY7 €l €l 66 S6Y7 L'g L'sk 687 174 sassauisng ||y
u u % % % % % % % %
oS spasu 9|qD|IDAD
]Yyjoun  ssauisng $92IN0S
/9540 sjuodiiddo  /suondo upo| junown
s)unq poayjo pupisidpun Inoqgo 29junionb ybnous wawAodas
9|dwns uonwjndod /SUDO|  SpPPW AID  JOU SBOP IAPD 0} |DIRID||0d SBID| UIDIGO  JO }SOD }BBW
pawbiemun  paybispy  BYIQ  AMSIg  suoispaq Jopuaq Jo)po] Jo)po] j0UUD) j0UUD)

92uDUY |PUIIIXD BuissSaID Ul SWI|qoid :6°6 oL

140 London Annual Business Survey 2005



)
249
O (o
— O
C (=
T
£ 0
B
$ g
C O
I C
O
L 29 00 00 000L 000L 00 000L 000L 000L pasnjaINIa
b 002 00 00 00 58 00 00 £88 00 uBIR10}-yN JUIOL
6L 195, 00 00 S1T €1 g0y zo¢ 233 617 paumo-ubiaioy
8/ (8097 % L 6 60 98y LSk z6h L z4 paUMO-HN
diysssumo jo Annuno)
7l G959 L'l 00 7eL ¥4y 1S9\ Uopuo
68 4999 zs z0 9zl LINOS UOpUOT]
0L LL6LL 0¢ VA 9L [D13US) UOPUOT]
L GhL'S 6'¢ 00 L7l YHON uopuoT
16 95S'LL %9 00 08 1503 UOPUOT
DaID HS
65 €elvL 9% 00 H 0€S 909 6l gsh 6€E anRDan
Ly 6797 €9 00 rEL 7.9 L'6€ 6'GE 63¢ LT uompnpold
€y €25€ 50 00 H L1y '8¢ 1'g€ 6L Sl wskno|
we 90L'S g 00 [l Tl 615 L'€S L9y 7Sl 101
L 6 00 00 00 00 00 00 00 00 S2UBIS 31
z €zl 00 00 00 00 00 00 00 00 JusWILOIAUT
10139s Y1

panuiIuod dUDULY [PUIRIXD BuISSIIID Ul SWd|qoid :6'6 d|qPL

London Annual Business Survey 2005 141



(@)
| —
Q
o+
Q.
O
L
@)

193] 22UDDHJIUBIS % 06 1D [DI0F S3SSAUISNQ |0 WOL] 2oUdIaJJIp JuDdHIUbIS S930US (g I

9A3] S2UDDIIUBIS 9% G6 ID [DI0] S355UISNG |0 WO 2oUId)JIp JUDdIIUbIS S930U T I

500¢ Sgv1-:92in0g

e 8v8'L 60 00 009 zeh 9¢y L6€ 393 pasnRinia
zL 8S/'L 96 00 €L L9 785 60 L0 Yo
z €12 00 00 00 000L 799 000L 000L paXIN
6€ €18'c 9l 00 vzl zes () 7T uoisy
6€ 9LL'S 4l 00 ze 6'LS 9'GE pojg
9/T z0S'me LY gL 08 77k 99k 687 042 MYM
s1aumo jo f3piuyag
Ly oLs'L 70S €8y €0y pasnR1/ia
9y L8L8 €9y e 3owidy Ayuofoly
6/ 7958 89y 9Z€ S[0WI)-3[PW 0G:05
4 87E'6Z LY N apw Aol
SI9UMO JO I9puan

panuj3uod dUDULY [PUIRIXD BUISSIIID Ul SWd|qoid :6'6 d|qPL

142 London Annual Business Survey 2005



Investment and

access to finance

9.4 The effects of investment and access to finance on
business performance

Having controlled for all other business characteristics, the analysis showed that those
businesses which had successfully approached banks were significantly more likely to
have experienced growth in employment. This result is expected given the likelihood
that the finance would have been used to expand the business. It is, however, interesting
that a significant relationship with growth in profitability and productivity was not found,
which could in part be due to time lags between investment and observing returns.

All businesses investing in IT or spending on Product/service development, Training/
re-training and average salary per worker were significantly more likely to see growth

in performance.

Table 9.10: The effects of investment and access to finance on business performance

0Odds ratio
Growth in Growth in Growth in Growth in
Structural variables employment turnover productivity profits

Investment (past 12 months)
Equipment excluding IT 098
IT

Premises

Product/service development

Vehicles

Training /re-training

Marketing

Average salary per worker

Finance (approached and successful)
Banks
Leasing or hire purchase company

1.1 092

0.90

Equity partner/venture capital 1.90 0383

Loan fund 0.70 0.72 0.79 0.59
Grant 251 I - BB
Factoring institution 0381 0.45 103 0.54
Credit card 1.02 135 1.10 0.90

Source: LABS 2005
- Likelihood that variable significantly affects growth at 90 % significance level

- Likelihood that variable significantly detracts from growth at 90 % significance level
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Summary

e Nearly athird (31.4%) of all businesses reported that R&D activity had been undertaken
during the previous year, this compares to around a quarter in the 2004 survey.

* The average (mean) spending figure on R&D is just over £4,600 per employee.

e Although larger businesses have a higher propensity to engage in R&D, on average
(mean) they spend less on R&D peremployee.

* 49.5% of businesses undertaking R&D did this in some form of collaboration, with
larger businesses being more likely to engage in collaboration.

* 35% of businesses sought advice on technical, innovation and R&D activity internally
or from the head office, with the next most popular source being other firms, such as
suppliers or other companiesin the group.

* Half (50.1%) of all businesses engaged in some form of innovation and thereisa
positive relationship between innovation and business size.

e Around 85% of all businesses had at least one member of staff who used a computer
on a daily basis.

* Broadband technology is now widely used by businesses in London (84.1% using
computers on daily basis do so). This has risen from around six out of 10 businesses
in 2004 and four out of 10 in 2003.

e QOver50% of businesses using computers on a daily basis made online purchases
butonline sales are less common.

Effects on business performance

e Businessesthat had introduced major changes to working methods or to the
workforce organisation were significantly more likely to have seen growth in
both productivity and employment.

e Firms which had introduced major products/services or major equipment were
significantly more likely to have seen growth in profits.
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10.1 Introduction
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10.4 Information technology

10.5 The effects of R&D on business performance

10.1 Introduction

The focus of this chapter is to understand how different characteristics of businesses in
London influence their application of R&D and innovative practices and their use of IT
This analysis will then be brought together to give an insight into how R&D, innovation
and IT have influenced business performance in London over the last year. This is
important because the UK lags behind on international comparisons of R&D spending
and this investment is a key determinant of improving productivity.

10.2 Research & Development
Involvement in Research & Development

There are signs that the climate for R&D in the capital is improving. As Table 10.1
indicates, just under a third of businesses reported that some R&D had been undertaken
in the last 12 months. This figure is higher than the corresponding figure, of just under a
quarter, from the 2004 survey.

Involvement in R&D varies significantly across business size with, perhaps not surprisingly,
those employing more people being far more likely to engage in R&D. R&D activity in
the last 12 months also varies considerably across sector groups. Businesses operating

in Publishing and Business and Professional Services are significantly more likely to
undertake R&D, whereas it is significantly less likely that those operating in Construction,
Hotels and Restaurants, Wholesale and Retail and Transport and Communications will do
so. In terms of LDA sectors, the Creative and ICT industries are significantly more likely
to undertake R&D and the Tourism sector is significantly less likely to do so. Businesses

in London West are more likely to undertake R&D than average and Asian-owned
businesses are less likely to undertake R&D than average.
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Table 10.1: Businesses undertaking R&D in previous 12 months

Yes No Don’t Weighted Unweighted
know population sample
% % % n n
All businesses 315 66.8 17 338,726 4,002
Size
1-4 30.2 68.8 10 257,323 1,035
59 33,483 781
10-49 38,734 1,640
5099 4,854 285
100-249 2,830 181
250+ 1,501 80
Sector
Primary & Utilities 29.6 704 00 541 9
Publishing 14 7,284 107
Manufacturing 349 63.5 1.6 12,077 285
(excluding Publishing)
Construction 09 20,530 335
Wholesale & Retail 69,001 811
Hotels & Restaurants 23,072 456
Transport & Communications 10 12,307 285
Banking & Finance 322 659 19 11,092 223
Business & Professional Services 11 136,762 994
Education, Health & Social Work 326 646 28 11,004 276
Other Community Services 370 62.7 35,056 221
LDA sector
Environment 175 825 0.0 400 27
Life Sciences 538 46.2 0.0 1,433 23
ICT 399 59.6 0.5 6,449 190
Tourism 204 774 23 18,197 434
Production 344 64.6 11 14,456 392
Creative 444 55.0 0.6 80,845 544
LSC area
London East 31.6 67.0 14 71,433 837
London North 29.4 69.3 13 37,217 799
London Central 322 66.2 17 119,327 772
London South 271 70.3 51,580 799
London West 354 63.1 59,169 795
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Country of ownership

UK-owned 314 67.2 14 318,582 3,591
Foreign-owned 343 16,826 337
Joint UK-foreign 298 66.5 37 2,245 47
DK/refused 26.2 527 211 1,073 27
Gender of owners
Majority male 31.6 67.2 1.2 199,395 2,266
50:50 male-female 311 679 10 56,763 612
Majority female 30.7 68.5 038 56,583 376
DK/refused 340 57.4 8.6 25,985 748
Ethnicity of ownership
White 321 670 I 2619 2882
Black 310 65.8 33 17,534 140
Asian 254 74.2 04 30,110 287
Mixed 195 80.5 0.0 859 (N
Other 394 7,258 106
DK/refused 319 58.5 96 21,775 576

Source: LABS 2005

- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level

Expenditure on Research & Development

Table 10.2 shows the results of the survey question which asked businesses about the
amount of money they had spent on R&D in the last 12 months. The mean spending
figure for R&D per employee is around £4,600 (median £1,100). The overall mean

spending figure is around £55,000, in contrast to the median figure of only £10,000.

This indicates that a small number of businesses spend large amounts on R&D.

Although larger businesses have a higher propensity to engage in R&D, as Table 10.2
shows, they on average (mean) spend less on R&D per employee. Foreign-owned
businesses spent more than the average on R&D per employee in the last 12 months.

R&D expenditure over the last 12 months varies considerably by sector. Businesses
involved in Manufacturing (excluding Publishing), Banking and Finance and the LDA
sector of Creative industries spent significantly more on R&D per employee than average.
Mean R&D spending per employee in the Wholesale and Retail sector is above average,
but the median level of spending per employee is below average, indicating that there
are a small number of businesses in this sector that spend large amounts on R&D.
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Table 10.2: Spending per employee on Research & Development by businesses
undertaking R&D in the previous 12 months

Average spending Median Weighted  Unweighted
per employeeon  spending per  population sample
research & employee on
development Research &
Development
£ £ n n
All businesses 4639 1,000 70,061 766
Size
1-4 4,865 1,000 54,326 204
59 4,011 625 6,326 139
10-49 4,217 500 7,395 312
5099 2,565 333 1,055 58
100-249 1,456 333 615 38
250+ 1,543 294 343 15
Sector
Primary & Utilities - - 0 0
Publishing 2,261 1,000 2517 33
Manfacturing (excluding Publishing) 8,738 1,333 2911 83
Construction 3,963 833 2,334 41
Wholesale & Retail 5918 667 8,087 81
Hotels & Restaurants 3,390 250 2,456 54
Transport & Communications 2,232 833 1,625 47
Banking & Finance 1667 1889 46
Business & Professional Services 3,529 1,000 36,862 262
Education, Health & Social Work 645 333 1,939 60
Other Community Services 1,691 1,000 9,442 59
LDA sector
Environment 48993 50,000 877 9
Life Sciences 38,361 50,000 854 1
IcT 3,374 1,250 7,548 80
Tourism 4132 250 2,004 59
Production 5,734 1,000 5,428 116
Creative 2,338 1,000 23,080 151
LSC area
London East 8,632 1,000 15123 158
London North 3,021 1,000 8,648 145
London Central 3,448 889 24,064 161
London South 1,118 333 9,186 148
London West 5,757 1,333 13,041 154
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Table 10.2: Spending per employee on Research & Development by businesses
undertaking R&D in previous 12 months continued

Country of ownership

UK-owned 4,362 1,000 67,037 700
Foreign-owned 12,472 462 2,517 54
Joint UK-foreign 2,495 2,000 414 1
DK/refused 1,667 1,667 92 1
Gender of owners
Majority male 5,690 1,000 42584 483
50:50 male-female 2,608 625 10,749 120
Majority female 2,146 1,000 14,072 86
DK/refused 9,211 200 2,656 77
Ethnicity of owners
White 4,583 1,000 54,475 587
Black 1,560 400 4,941 36
Asian 4,695 1,250 5839 51
Mixed 886 20 99 2
Other 1,994 2,000 2,068 22

DK/refused 13,640 500 2,639 68

Source: LABS 2005

- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level

Collaboration on Research & Development

Those businesses that reported undertaking R&D in the previous 12 months were asked
if any of this R&D had been undertaken in collaboration with an external organisation.
Table 10.3 shows that 49.5 % of these businesses collaborated on R&D. This compares
with a figure of 41.3 % from the 2004 survey.

Larger businesses are more likely to collaborate on R&D, and there is also considerable
variation across sectors. Businesses involved in Banking and Finance and Other Community
Services are significantly more likely to collaborate. Those involved in Hotels and Restaurants
and Publishing in particular, are less likely to do so.
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Table 10.3: Businesses undertaking external collaboration for R&D

Yes No Don’t Weighted  Unweighted
know population sample
% % % n n
All businesses 495 487 18 106,796 1,357
Size
1-4 487 50.3 1.1 77,679 293
59 456 515 29 10,396 224
10-49 529 14,180 585
5099 53.6 436 28 2,331 129
100249 40 1371 89
250+ 8338 11.0 53 838 37
Sector
Primary & Utilities 275 725 0.0 160 3
Publishing 213 78.2 05 3,625 48
Manfacturing (excl. Publishing) 419 57.8 03 4,216 114
Construction 430 526 44 3,258 60
Wholesale & Retail 50.6 422 73 15,191 210
Hotels & Restaurants 288 65.0 6.3 4,452 130
Transport & Communications 48.0 520 0.0 3,181 81
Banking & Finance 63.3 300 6.7 3,567 81
Business & Professional Services 50.5 493 0.2 52,570 416
Education, Health & Social Work 470 521 0.9 3,591 115
Other Community Services 0.2 12,985 99
LDA sector
Environment 870 130 0.0 980 15
Life Sciences 818 18.2 0.0 901 13
ICT 391 60.9 00 11,196 125
Tourism 359 60.7 34 3,704 129
Production 324 67.2 04 7.841 162
Creative 537 443 20 35,893 249
LSC area
London East 45.1 29 22587 290
London North 46.2 523 15 10,944 236
London Central 51.0 471 20 38,374 297
London South 541 442 18 13,955 244
London West 07 20936 290
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Table 10.3: Businesses undertaking external collaboration for R&D continued

Country of ownership

UK-owned 489 498 13 100,075 1,193

Foreign-owned 60.9 29.7 93 5,771 135

Joint UK-foreign 51.5 46.1 24 670 22

DK/refused 283 389 328 281 7
Gender of owners

Majority male 514 476 10 62,949 760

50:50 male-female 356 64.3 0.1 17,669 185

Majority female 50.7 486 0.7 17,353 126
DK/refused 61.4 250 135 8,824 286

Ethnicity of owners
White 459 1.1 83,748 987
Black 00 5434 47
Asian 04 7,653 76
Mixed 831 169 00 167 5
Other 278 67.4 47 2,856 38
DK/refused 60.5 26.6 130 6,937 204

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level

Advice on Research & Development

All businesses were asked about their normal source of advice on technical, innovation
and R&D activity. The results for those businesses that did seek advice are shown

in Table 10.4. 35% of businesses sought advice internally or from the head office, with
the next most popular source being other firms, such as suppliers or other companies
in the group. Interestingly, very few businesses sought advice from private research
institutes or the technical/trade press. In contrast, nearly 10 % of businesses used the
internet as their normal source of advice, approximately the same percentage that
reported using consultants.
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Table 10.4: Sources of advice on technical, innovation and Research &
Development activity

% businesses
seeking advice

Multiple response
Internally /Head office 346
Suppliers 179
Other companies in the group 103
Internet 94
Consultants 9.2
Trade associations 56
Family/friends 50
Technical/trade press 46
Clients/customers 4.1
Competitors 38
Private research institutes 20
Professional conferences, fairs and exhibitions 1.8
Industry-operated or commercial laboratories/R&D enterprises 16
Business Link for London (BL4L) 15
Universities/higher education 1.2
Government research labs 1.2
Banks/accountants/financial companies 10
Professional bodies 0.5
Technical standards and regulations 0.5
Joint ventures 0.2
Local/Central Government 0.2
Environmental standards and regulations 0.1
Chamber of Commerce 00
Other 16
None 226
Don’t know 6.5

Source: LABS 2005

152 London Annual Business Survey 2005



Research & Development,

innovation and IT

10.3 Innovation

Half of London’s firms introduced some form of innovation last year. This involved
introducing or modifying a product or service, making major changes to the equipment
used, or changing working methods. In terms of product innovations, 30 % of businesses
had introduced new products and services and 24 % of businesses had modified products
or services. In terms of process innovations, 18 % of businesses had made major changes
to equipment and 23 % had made major changes to working practices.

There is a positive relationship between firm size and innovation, with larger firms being
more likely to undertake innovation. This is particularly evident when looking at major
changes to working practices, with firms with less than 10 members of staff being
significantly less likely to have done this. Very large firms were also significantly more
likely to have implemented modifications to products and services than average.

The tendency to innovate varies across sectors. Publishing and Construction have a lower
propensity to be involved in any type of innovative activity. Some of the more customer
focused industries such as Wholesale and Retail and Banking and Finance are more

likely to have introduced a new product or service. In terms of the LDA sectors, the ICT
industry has a higher propensity to innovate. Foreign-owned and joint UK/Foreign-owned
businesses are also more likely to have introduced new products or services.
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Table 10.5: Innovation in London’s businesses

New Existing  Major new Major Weighted Unweighted
products productsor equipment changes population sample
orservices  services in working
practices
% % % % n n
All businesses 29.6 237 17.8 229 338,726 4,002
Size
1-4 208 257323 1,035
59 26.0 33,483 781
10-49 38,734 1,640
5099 4,854 285
100-249 2,830 181
250+ 1,501 80
Sector
Primary & Utilities 16.8 5.2 331 24.4 541 9
Publishing 108 7,284 107
Manufacturing 322 231 15.2 240 12,077 285
(excluding Publishing)
Construction i s K 199 20,530 335
Wholesale & Retail 378 234 16.3 222 69,001 811
Hotels & 279 204 187 25.2 23,072 456
Restaurants
Transport & 273 22.4 23.7 237 12,307 285
Communications
Banking & Finance 188 181 11,092 223
Business & 291 26.2 169 244 136,762 994
Professional Services
Education, Health 26.3 228 133 209 11,004 276
& Social Work
Other Community 273 300 28.7 19.8 35,056 221
Services
LDA sector
Environment 3.7 435 25 17.2 1,962 27
Life Sciences 120 391 116 121 1,965 23
IcT 50.2 40.0 208 408 19,035 190
Tourism 319 260 19.4 274 18,207 434
Production 26.4 20.5 135 205 19,361 392
Creative 36.4 321 21.8 25.4 80,845 544
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Table 10.5: Innovation in London’s businesses continued

LSC area
London East 308 241 147 20.6 71,433 837
London North 29.5 236 219 210 37,217 799
London Central 26.6 249 186 254 119,327 772
London South 30.1 17.5 173 19.7 51,580 799
London West 339 26.7 176 247 59,169 795
Country of ownership
UK-owned 28.7 232 175 229 318,582 3,591
Foreign-owned 41.8 314 223 215 16,826 337
Joint UK-foreign 61.4 435 139 284 2,245 47
DK/refused 530 270 183 19.6 1,073 27
Gender of owners
Majority male 225 191 239 199,395 2,266
50:50 male-female 176 149 56,763 612
Majority female 129 56,583 376
DK/refused 36.7 243 25,985 748
Ethnicity of owners
White 263 221 171 211 261,191 2,382
Black 368 283 345 17,534 140
Asian 30.1 26.1 174 245 30,110 287
Mixed 14.8 281 41 230 859 1
Other 281 206 194 7,258 106
DK/refused 503 344 239 335 21,775 576

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level
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10.4 Information Technology

Respondents were asked about whether their employees used computers on a daily
basis for their job. Around 85 % of all businesses had at least one member of staff that
used a computer on a daily basis, and in three quarters of firms, over 50 % of staff used
a computer on a daily basis.

Nearly 85% of businesses using computers on a daily basis used broadband, compared
to just over 60% in the 2004 survey and 40% in the 2003 survey. Very large (over 250
employees) businesses and not surprisingly those involved in the LDA sector ICT were
significantly more likely to use broadband technology. Businesses located in London
North and London South were significantly more likely to use a dial up internet connection.

Over 50% of businesses made online purchases, compared to a figure of around
30% from the 2004 survey. Businesses involved in Business and Professional Services
are significantly more likely to make online purchases.

Online sales are less common, with around a quarter of all firms using computers on daily
basis also making online sales. Larger firms (those with over 100 employees) are more
likely to make online sales, as are businesses that operate in the Publishing, and Transport
and Communications sectors. For businesses in London that did make online sales,
around a quarter of turnover is generated by these online sales.
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Table 10.6: Use of ICT by London’s businesses

Dialup  Broad Online  Online  None Total Unweighted

band  purchases sales none sample
% % % % % n n
All businesses 80 841 549 274 6.5 286,778 3,533
all except those where
staff do not use PCs
Size
1-4 85 85.1 55.5 26.6 56 214,903 1,035
59 7.2 822 56.1 83 27,602 781
10-49 6.8 79.7 50.7 281 35,248 1,640
5099 49 81.0 54.4 281 9.2 4,763 285
100-249 71 792 498 91 2762 181
250+ 24 86.8 523 36.7 59 1,501 80
Sector
Primary & Utilities 17.3 827 69.5 422 00 425 9
Publishing 27 JEE 364 UL 107
Manufacturing 128 79.0 446 23.2 7.3 10,092 285
(excluding Publishing)
Construction 10.6 826 436 20.2 6.8 15,331 335
Wholesale & Retail 13.2 679 40.2 301 49,971 811
Hotels & Restaurants 109 67.6 343 221 12,583 456
Transport & 108 79.1 449 7.3 11,680 285
Communications
Banking & Finance 5.2 86.8 541 29.5 6.5 10,900 223
Business & 49 91.5 64.4 27.7 28 130,858 994
Professional Services
Education, Health 11.0 77.2 549 220 9.1 8,941 276
& Social Work
Other Community 9.4 88.1 59.8 252 24 28,715 221
Services
LDA sector
Environment 6.0 89.7 131 104 22 400 27
Life Sciences 0.0 100.0 953 46.6 00 1,433 23
ICT 1.2 98.0 749 482 038 6,137 190
Tourism 11.9 714 421 28.7 99 12,186 434
Production 10.3 838 49.1 236 5.2 12,559 392
Creative 56 899 63.5 318 4.1 74,416 544

London Annual Business Survey 2005 157



Chapter 10

Table 10.6: Use of ICT by London’s businesses continued

LSCarea
London East 77 818 548 284 57,404 837
London North 81.0 538 280 56 31,121 799
London Central 571 313 45 106,184 772
London South 781 532 207 43,820 799
London West 88 84.2 522 235 56 48,249 795
Country of ownership
UK-owned 82 843 547 270 62 269616 3591
Foreign-owned 54 805 563 I 14452 337
Joint UK-foreign 126 80.0 726 401 6.2 2118 47
DK/refused 0.0 794 333 424 148 591 27
Gender of owners
Majority male 257 58 168,924 2,266
50:50 male-female 829 58.2 57 48 855 612
Majority female 836 530 256 56 46012 376
DK refused 88 680 393 296 22987 748
Ethnicity of owners
White A 50 A 268 58 225132 2882
Black 18 [EE 319 320 32 13188 140
Asian 47 827 LN oc EEGE 287
Mixed 200 560 560 364 240 859 11
Other 840 w6 224 28 5262 106
DK refused 115 664 423 324 142 18722 576

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level
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10.5 The effects of R&D on business performance

Controlling for all other factors, those firms that had introduced major new products/
services or major new equipment were significantly more likely to have seen growth
in profits. Businesses that had introduced major changes to working methods or to
the workforce organisation were significantly more likely to have seen growth in both
productivity and employment.

Table 10.7: The effects of R&D on business performance

Odds ratio
Structural variables Growth in Growthin  Growth in Growth in
employment  turnover  productivity profits
Research & development (last 12 months)
R&D undertaken 0.94 0.99 0.94 0.89
Introduced major products/services 1.09 1.16 112
Introduced modified existing products/services 090 090 0.88 095

Introduced major equipment 094

Introduced major changes to working
methods or workforce organisation

None of the above 0.97 117 0.83
Source: LABS 2005

- Likelihood that variable significantly affects growth at 90% significance level

- Likelihood that variable significantly detracts from growth at 90% significance level
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Summary

On average businesses employed 0.6 managers per employee or 0.2 per employee,
excluding the large number of micro businesses with less than five employees. The
number of managers per employee does decrease significantly in larger businesses.

Around a third of managers had some form of formal qualification.

61% of businesses had management accounts, 43% had a sales and marketing plan,
52% had a business plan and 39% had a training plan. These percentages roughly
correspond to the results from 2004. Around a fifth (21.8 %) of businesses did not
have any of the four planning tools.

The most common source of advice used by businesses is accountants, with over 18%
of firms using them for advice. This was also the case in 2004. Other common sources
used are bank managers (6.8%), solicitors (6.1%) and Business Link services (5%).

Over eight out of 10 businesses paid for the advice they received from accountants
and solicitors, whereas three quarters of businesses that received advice from bank
managers did not pay for this advice.

For London businesses, managing finance (38.2%), business planning (33.9%) and coping
with government regulations (29.4%) were the three main types of advice received.

Around a third of businesses in London reported that the external advice they had
received had contributed to improved business performance. In particular30.9%
stated that sales had increased, 38% that profitability had increased and 36.1%
stated that productivity had increased.

27% of businesses had collaborated in some way with an external organisation
in the last 12 months.

Businesses were most likely to have collaborated over the development of new
products, services or business processes.

Suppliers were the most likely collaboration partners, and in general, businesses
tended to work with other firms, rather than academia or other specialist research
organisations.

Effects on business performance

Taking into account all other factors, the analysis showed that businesses that

had a business plan were significantly more likely to show growth in turnoverand
productivity. Those businesses that had sought advice from a bank manager or
another business owner were significantly more likely to have seen growth in turnover.
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Contents
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11.5 The effects of management systems and business support
on business performance

11.1 Introduction

This chapter looks at the management and business planning tools used by businesses
in London. Further to this, it considers the nature of business support used. This includes
the sources used, the main reasons for seeking it and the effect it has had on business
performance.

11.2 Management
The structure and experience of management

Businesses were asked about the number of managers that they employed. On average
each business had two managers, with larger businesses inevitably employing more. On
average businesses employed 0.6 managers per employee or 0.2 per employee excluding
the large number of micro businesses with less than five employees. The number of
managers per employee does decrease significantly in larger businesses (Table 11.1).

Nearly a third of all managers had some form of formal management qualification
(Table 11.2). Just over a third of managers had undertaken a management training
course, over half had received on the job/informal training and nearly six out of 10

had gained management experience at another company. In general, the larger the
business, the higher the percentage of managers that had some form of qualification,
had undertaken a management training course and had received some form of on the
job training. Smaller businesses are more likely to have managers that have only gained
management experience at another company and not received any other form of
management training.
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Table 11.1: Size of management team per employee by type of business

Average number Weighted Unweighted
of mangers per population sample
employee
% n n
All businesses 0.60 255,693 4,002
Size
1-4 255,693 1,035
59 33,299 781
10-49 38,491 1,640
5099 4,814 285
100-249 2,791 181
250+ 1,481 80
Sector
Primary & Utilities 0.48 541 9
Publishing 0.59 7,264 107
Manufacturing (excluding Publishing) 0.57 12,007 285
Construction 20,273 335
Wholesale & Retail 68,485 811
Hotels & Restaurants 22,859 456
Transport & Communications 12,263 285
Banking & Finance 11,043 223
Business & Professional Services 135,988 994
Education, Health & Social Work 10,877 276
Other Community Services 34,970 221
LDA sector
Environment 0.80 1,962 27
Life Sciences 0.77 1,965 23
IcT 19,035 190
Tourism 0.37 18,026 434
Production 0.58 19,271 392
Creative 80,709 544
LSC area
London East 0.60 71,339 837
London North 36961 799
London Central 0.59 118,404 772
London South 0.61 51,152 799
London West 0.59 58,712 795
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Table 11.1: Size of management team per employee by type of business continued

Country of ownership

UK-owned 0.62 316,549 3,591
Foreign-owned 037 16,702 337
Joint UK-foreign 0.39 2,245 47
DK/refused 0.26 1,073 27
Gender of owners
Majority male 061 197,703 2,266
50:50 male-female 0.62 56,557 612
Majority female 0.70 56,501 376
DK/refused 0.27 25,809 748
Ethnicity of owners
White 259,592 2882
Black 0.61 17,334 140
Asian 0.61 30,110 287
Mixed 057 859 1
Other 0.49 7,258 106
DK/refused 0.31 21,416 576

Source: LABS 2005

- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level
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Table 11.2: Management team qualifications by type of business

Some Undertakena  Received Has gained Weighted Unweighted
formof = management on-the-job/ management population sample

management  training informal experience
quadlification course management  in another
training company
% % % % n n
All businesses 316 353 525 594 338,726 4,002
Size
1-4 60.6 257,323 1,035
59 584 33,483 781
10-49 38,734 1,640
50-99 4,854 285
100-249 2,830 181
250+ 1,501 80
Sector
Primary & Utilities 541 9
Publishing 7,284 107
Manufacturing 12,077 285
(excluding
Publishing)
Construction 244 255 394 48.6 20,530 335
Wholesale 286 333 51.6 534 69,001 811
& Retail
Hotels & 483 511 68.6 62.2 23,072 456
Restaurants
Transport & 413 405 59.6 56.8 12,307 285
Communications
Banking & Finance 317 373 56.7 63.5 11,092 223
Business & 334 374 544 136762 994
Professional Services
Education, Health 330 521 11,004 276
& Social Work
Other Community 241 210 423 10)0) 35,056 221
Services
LDA sector
Environment 60.7 824 93.0 77.2 1,962 27
Life Sciences 553 738 89.5 79.5 1,965 23
ICT 304 413 496 61.1 19,035 190
Tourism 578 18,207 434
Production 60.5 19,361 392
Creative 60.5 80,845 544
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Table 11.2: Management team qualifications by type of business continued

LSC area
London East 280 331 522 549 71,433 837
London North 323 340 469 57.0 37,217 799
London Central 30.8 335 527 60.5 119,327 772
London South 321 391 538 51580 799
London West 369 39.2 55.1 60.7 59,169 795
Country of ownership
UK-owned 30.5 338 514 59.6 318,582 3,591

Foreign-owned 68.0 59.4 16,826 337

Joint UK-foreign 824 530 2,245 47

DK/refused 96.6 1,073 27
Gender of owners

Majority male 293 326 60.9 199,395 2,266

50:50 male-female 310 56,763 612
Majority ferale 433 56583 376
DK/refused 60.9 85.8 25,985 748
Ethnicity of owners

White 261,191 2,382
Black 17,534 140
Asian 335 480 30,110 287
Mixed 143 133 46.3 69.9 859 11
Other 308 427 49.7 56.1 7,258 106
DK/refused 424 59.0 80.7 536 21,775 576

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level
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The use of management planning tools

As can be seen in Table 11.3, 61 % of businesses had management accounts, 43 %
had a sales and marketing plan, 52 % had a business plan and 39 % had a training plan.
These percentages roughly correspond to the results from 2004. The existence of all
these planning tools is clearly related to the size of the business, with all of them being
more likely to exist in larger businesses.

Around a fifth (21.2 %) of businesses did not have any of the four planning tools
asked about. Over a fifth of companies employing less than 10 people have none of the
mentioned planning tools, compared to just over 2% of those employing more than 100.
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Table 11.3: Existence of strategic planning tools

Management msaar:(eestﬁ"\g Business Training Weighted Unweighted
accounts plan plan plan  None population sample
% % % % % n n

All businesses 60.5 432 521 386 211 338726 4,002
Size

1-4 46.3 284 PRl 257,323 1,035

59 66.0 595 100 33,483 781

10-49 71.2 76.5 5.7 38,734 1,640

50-99 86.1 86.1 18 4,854 285

100-249 841 87.7 33 2,830 181

250+ 924 934 00 1,501 80
Sector

Primary & Utilities 734 5.2 68.2 468 26.6 541 9

Publishing 638 394 BN 302 [T 107

Manufacturing 39.0 470 36.3 12,077 285

(excluding Publishing)

Construction 46.8 274 336 308 353 20,530 335

Wholesdle & Retail 539 Sl 69,001 811

Hotels & 64.9 484 630 69.2 23,072 456

Restaurants

Transport & 579 458 504 439 246 12,307 285

Communications

Banking & Finance 59.7 61.5 519 138 11,092 223

Business & 456 554 EEVARN RN 136,762 994

Professional Services

Education, Health 57.6 493 64.1 60.8 16.0 11,004 276

& Social Work

Other Community 583 36.4 464 26.0 26.6 35,056 221
Services

LDA sector

Environment 85.9 120 834 488 131 1,962 27
Life Sciences 929 27.2 787 60.9 57 1,965 23
ICT 620 573 63.3 390 10.1 19,035 190
Tourism 64.0 497 65.2 68.8 122 18,207 434
Production 579 39.2 440 350 331 19,361 392
Creative 575 441 51.0 295 23.1 80,845 544

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level
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Table 11.3: Existence of strategic planning tools continued

Management msac::(eestﬁg Business Training Weighted Unweighted
accounts plan plan plan  None population  sample
% % % % % n n
LSCarea
London East 218 71433 837
London North 434 499 222 37,217 799
London Central 58.6 451 51.7 216 119327 772
London South 436 534 412 199 51,580 799
London West 623 42 Sh6 195 59,169 795
Country of ownership
UK-owned 599 422 51.2 36.8 219 318582 3,591
Foreign-owned 679 57.2 689 67.8 85 16,826 337
Joint UK-foreign 841 75.4 539 489 9.7 2,245 47
DK/refused 59.9 432 791 96.6 34 1,073 27
Gender of owners
Majority male 41.2 50.4 349 PREN 199,395 2,266
50:50 male-female 457 519 381 159 56,763 612
Majority female 58.1 396 499 324 249 56,583 376
DK/refused 65.4 61.3 711 81.1 6.6 25,985 748
Ethnicity of owners
White 61.1 413 489 345 224 261,191 2,382
Black 457 65.0 433 160 17,534 140
Asian 435 56.1 374 215 30110 287
Mixed 422 315 419 203 56.5 859 11
Other 552 525 177 7258 106
DK/refused 68.0 614 719 814 8.7 21,775 576

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level
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11.3 Business support
Sources of business advice

LABS asks businesses about business advice sought over and above that normally
required for running for a business (e.g. preparing annual accounts, routine banking etc).

Businesses in London used a wide range of sources for this sort of advice over the last

12 months. The most commonly used source of advice was accountants, with over 18 %
of all firms using them for advice. This was also the case in 2004. Other common sources
of advice used were bank managers (6.8 %), solicitors (6.1 %) and Business Link services
(5%). Informal sources of advice were also used such as another business owner (5 %)
and friends/relatives (4.9 %).

There are some noticeable differences between larger and smaller companies.
Larger businesses, in particular those employing more than 100 people, are far more
likely to use a solicitor or a management consultant as a source of advice, and are
less likely to use an accountant or Business Link. This latter point is partly explained
by the fact that Business Link only advises businesses with less than 250 employees.

Over eight out of 10 businesses paid for the advice they received from accountants
and solicitors whereas three quarters of businesses that received advice from bank
managers did not pay for this advice.
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Table 11.4: All sources of business advice used in the past 12 months
by type of business

busi':gsses 1-4 59 10-49 5099 100-249 250+
Accountant % 18.4 193 137 109 10.2
Bank manager % 6.8 6.7
Solicitor % 6.1 6.0
Business Link % 5.1 5.2
Other % 89 85 79 109 124 134 14.2
None % 534 54.4 487 50.6 538 478 499
Don’t know % 7.7 58 124 139 159 15.4 14.7
Weighted population n 338,726 | 257,323 33,483 38734 4854 2830 1,501
Unweighted population n 4002 1,035 781 1,640 285 181 80

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level

Levels of satisfaction with businesses advice received

Table 11.5 looks at all the sources of advice used by each business and details the
level of satisfaction that businesses had with the advice they received. The small
number of businesses in the survey receiving advice from certain sources does
however mean these results should be treated with caution.
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Reasons for seeking advice

For London businesses, managing finance (38.2 %), business planning (33.9 %) and
coping with government regulations (29.4 % ) are the three main types of advice received.
Interestingly very few businesses received external advice on product design/development
or technical advice.

Firms with over 250 employees were most likely to receive advice on IT/computing,
premises and workforce training.

Table 11.6: Types of advice received from sources of business advice

busiﬁgsses 1-4 5-9 10-49 5099 100-249 250+
Managing finance % 382 389 39.2 349 29.5 18.8
Business planning % 339 351 332 27.8 226 278 399
Coping with % 29.4 296 26.6 29.7 238 350
government regulations
Sales and marketing % | 261 74 24 BN N 322
Obtaining finance % 211 220 18.2 186 189 110 246
IT/computing % 16.3 16.8 178 116 11.8 309
Premises % 14.2 14.7 14.2 10.7 14.4 339
Advice about % 13.2 11.9 155 181 216 260
workforce training
Management training % 11.4 9.7 16.6 171 138 213 36.4
Exporting % 4.4 49 1.8 30 29 7.4 47
General business advice % 39 41 19 40 25 24 00
Legal advice % 33 3.1 32 47 44 106 00
Technical advice % 038 0.7 10 1.1 00 00 00
Product design/development | % 0.6 04 19 09 1.2 14 0.0
Weighted population n 132018 | 102,221 13,013 13,739 1,472 1,041 531
Unweighted population n 4,002 1,035 781 1,640 285 181 80

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level
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Perceived effectiveness of business advice

Businesses that had received advice were asked for their perceptions of the effectiveness
of it. Around a third of businesses in London reported that external advice that they had
received had contributed to improved business performance. In particular, 30.9 % stated
that sales had increased, 38 % that profitability had increased and 36.1 % stated that
productivity had increased.

Looking across the different sectors, it can be seen that external advice appears to be
particularly important for improving performance in the Transport and Communications
sector and least important in the Manufacturing sectors. External advice also appears to
lead to an above average improvement in performance for black-owned businesses.
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Table 11.7: Whether assistance contributed to increased business performance

Increased Increased Increased  Weighted = Unweighted
Sales Profitability productivity population sample

% % % n n
All businesses 309 381 36.1 47 657 4002
Sector
Primary & Utilities 00 00 00 0 9
Publishing 16.1 221 224 107
Manufacturing 328 1,263 285

(excluding Publishing)

Construction 232 385 1,798 335

Wholesale & Retail 345 320 8,031 811
Hotels & Restaurants 353 39.7 39.7 3,554 456
Transport & Communications 437 544 544 2025 285
Banking & Finance 320 382 382 1,521 223
Business & Professional Services 328 40.0 40.0 23,326 994
Education, Health & Social Work 346 429 429 1,552 276
Other Community Services 239 370 37.0 4362 221
Country of ownership
UK-owned 305 373 356 45,327 3,591
Foreign-owned 431 59.2 490 2,007 337
Joint UK-foreign 537 64.5 61.1 306 47
DK/refused 36.6 36.6 36.6 17 27
Gender of owners
Majority male 264 333 311 23,848 2,266
50:50 male-female 439 491 435 9,226 612
Majority female 318 418 413 11,833 376

DK/refused 396 493 2750 748

Ethnicity of owners

White 360 331 35136 2,882
Black 6,855 140
Asian 311 372 2,797 287
Mixed 00 381 26.6 92 1

Other 254 28.0 247 404 102
DK/refused 430 475 445 2372 580

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level
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11.4 Collaboration

Table 11.8 shows the percentage (27 %) of businesses that had collaborated with an
external organisation in any way over the last 12 months. Larger businesses (those
employing more than 10 people) were significantly more likely to have collaborated.
Looking at the pattern across sectors it can be seen that those businesses operating
in the Banking and Finance and Business and Professional Services sectors were
significantly more likely to have collaborated.

Businesses were most likely to have collaborated with other businesses and in particular
suppliers or other enterprises within their group.
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Table 11.8: Collaboration in the past 12 months by type of business

Yes No Don’t know Weighted Unweighted
population sample
% % % n n
All businesses 273 709 17 338,726 4,002
Size
1-4 257 73.4 09 257,323 1,035
59 293 68.5 23 33,483 781
10-49 38,734 1,640
5099 4,854 285
100-249 2,830 181
98145.451 1,501 80
Sector
Primary & Utilities 8.1 91.9 00 541 9
Publishing 31.2 65.3 35 7,284 107
Manufacturing 230 75.6 14 12,077 285
(excluding Publishing)
Construction 74 20,530 335
Wholesale & Retail 204 69,001 811
Hotels & Restaurants 30 23,072 456
Transport & Communications 24 12,307 285
Banking & Finance 618 26 11,092 223
Business & Professional Services 63.4 0.4 136,762 994
Education, Health & Social Work 283 68.6 3.2 11,004 276
Other Community Services 268 729 03 35,056 221

Source: LABS 2005
- Denotes significant difference from all businesses total at 95 % significance level

- Denotes significant difference from all businesses total at 90 % significance level
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Table 11.9: Areas of collaboration by type of business

All businesses
Development of new products, % 46.1
services or business processes
Developing joint ventures or initiatives % 226
Sharing good business practice % 176
Extending your network of contacts % 168
Accessing new UK markets % 143
Other % 131
Sharing workload or customers % 124
Sharing the costs of new equipment % 6.2
Outsourcing /sub-contracting % 74
Accessing overseas markets % 7.1
Marketing/PR % 48
IT/computer systems % 3.2
Research % 27
Conferences/fairs /exhibitions % 26
Training % 16
Legislation /regulations % 0.7
Charitable work /fund-raising % 03
Don’t know % 43
Refused % 0.1
Weighted population n 92,619
Unweighted population n 4,002

Source: LABS 2005
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Table 11.10: Organisations collaborated with
by business type

All businesses
Other companies (suppliers) % 36.0
Other enterprises within your group % 19.3
Other companies (customers) % 16.7
Competitors % 132
Trade or industry bodies % 77
Business consultancies % 7.1
Other % 56
Local/Central Government organisations % 5.6
Accountants /banks % 52
Higher education institutions % 46
Business support organisations % 39
Private research institutes % 28
Commercial laboratories/R&D enterprises | % 05
Charitable organisations % 04
Don’t know % 14
Refused % 0.1

Source: LABS 2005

11.5 The effect of management and business support on
business performance

Taking into account all other factors the analysis shows that businesses that have a
business plan are significantly more likely to show growth in turnover and productivity.
The analysis also shows that those businesses that had sought advice from a bank
manager had significantly higher growth in turnover and productivity and those
businesses that had sought advice from another business owner were also significantly
more likely to have seen growth in turnover.
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Table 11.11: The effect of management systems and advice on business performance

Odds ratio
Structural variables Growth in Growthin  Growth in Growth in
employment  turnover  productivity profits
Management systems/advice
Business plan in place 0.99 118
Staff training plan 1.00 096 0.89
Management accounts 1.09 0.89 111 1.00
No management systems in place 1.04 092 113 0.89
Manager’s have some form of 1.11 1.08 103 099
management qualifciation
Manager’s have taken management 095 1.04 1.07 1.09
training course
Manager’s have received on-the-job/ 094 096 1.09 118
informal management training
Manager’s gained experience at 1.01 0.90 1.08 0.90
another business
Business has non-executive directors 1.20 118 1.09
Business has collaborated with other 113 111 1.09
organisations
Business has regular external advisors 0.88 103 0.88 094
No business advice sought in the 0.96 1.04 1.02 1.09
last 12 months
Advice sought from business link 1.20 0.89 091 0.86
Advice sought from another business owner 1.00 1.26 112
Advice sought from a friend 0.87 0.75 1.02 133
Advice sought from a solicitor 1.25 1.15 087 091
Advice sought from an accountant 0383 087 0385 1.10
Advice sought from a bank manager 1.20 m
Advice sought from a solicitor 1.20 0.89 091 0.86
Advice sought from other source 098 1.03 1.24 1.24

Source: LABS 2005
- Likelihood that variable significantly affects growth at 90 % significance level
- Likelihood that variable significantly detracts from growth at 90 % significance level
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Other languages and formats

This document is also available in large print, braille, on disk, audio cassette
and in the languages listed below. For a copy, please contact:

Public Liaison Unit

London Development Agency
Palestra

197 Blackfriars Road

London SE11AA

T: 0207593 9000
Textphone: 020 7593 9001
www.lda.gov.uk

Arabic
el Il oslialy a5 g1 00 (e Bmad i 1]
Ol gl M LS 5l Cailghl @y JLas¥|
Y|
Bengali
I I S SRR A8 wfeTeTa eifofetel

() 51, ©T 2T NG P T9&
1 fIPIIT SIaR FE TS 5 |

Chinese

ch

IS e e B RE R
IR LT R RS 5 Mk B

Greek

Av Ba BEAATE Eva avTiypago Tou
TTapodvToC eyypdgou oTn yAwooa
0agG, TTAPOKOAW VA TNAEPWVACETE
OTOV GPIBUG ) VO ETTIKOIVWVATETE
oTnNV TTApakaTw dieubuvorn.

Gujarati

ol M AL ERUAXL A5A AHLTL HUMLHL
Aol el dl, guL 53 g otz Gur
SIS AL AL A HUS Wl
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Hindi

IR 379 =W TS H U ST W H = §
@l g Ffefad TR W BH e T
T Y R D

Punjabi

7 3I7& fen oazTed ©f It IaEt miuet g
feg 9diet J, 37 J& oy 599 3 86 Id AT I&
foguz 3 gz I

Turkish
Bu brosiirli Tiirkce olarak edinmek

icin litfen asagidaki numaraya
telefon edin ya da adrese basvurun.

Urdu

Sl e Ol R U8 (S agbiws ool f ST
DS OB s S5 s b oS ol g 55
oS @Bl ey S5 st

Vietnamese

Tiéng Viét

Néu ban mudn ban sao cia tai liéu nay biang
ngon ngif ctia ban, hiy goi dién theo s6 hoic
lién lac véi dia chi dudi day.
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