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“The Mayor,
through his
Economic
Recovery Action
Plan, has the
opportunity to
create and
implement a
coherent strategy
that will provide
lasting benefits.
The seminar -
and this report of
the proceedings -
provides an
excellent starting
point for this.”
Dee Doocey

In recent months, the economic crisis has dominated the headlines.
Not unnaturally, when it comes to policy, the focus has been on the
responses that national governments are making. These bodies are,
after all, the ones with power over macroeconomic policy.

While the Greater London Authority does not have such power, like all
regional and local government, there are steps it can take to mitigate
the effects of the crisis and help rebuild a healthy economy.

This is why, last December, the London Assembly hosted a seminar on
London’s response to the economic downturn. A wide variety of
experts and interest groups were consulted about how the Mayor of
London, the London Development Agency and other public bodies
could support London’s economy and maintain its competitiveness.

The seminar was a great success and | would urge the Mayor, the LDA
and other relevant bodies to read this report in full. They will find a
wealth of practical ideas that they can implement. Further, given the
nature of this seminar, they will find a source of policy with a wide
consensus behind it.

The Mayor, through his Economic Recovery Action Plan and wider
work to promote the capital’s economy, has the opportunity to create
and implement a coherent strategy that will provide lasting benefits to
the people of London. The seminar — and this report of the
proceedings — provides an excellent starting point for this.



On 10 December 2008 we held a seminar examining London’s
response to the economic downturn focusing, in particular, on the
roles of the Mayor, the London Development Agency (LDA) and other
public bodies in supporting London's economy and maintaining its
competitiveness.

Our seminar comprised three scene-setting speeches by keynote
speakers and a question and answer session with a panel of experts.
Our speakers were: Anatole Kaletsky, Associate Editor of The Times;
Will Hutton, Executive Vice Chair of the Work Foundation; and Nicola
Horlick, Chief Executive of Bramdean Asset Management. Our panel
of experts comprised: Nigel Bourne, Director, Confederation of British
Industry (CBI) London; Stuart Fraser, Chairman of the Policy and
Resources Committee at the City of London Corporation; Adam Lent,
Head of Economic and Social Affairs at the Trades Union Congress;
Peter Rogers, Chief Executive of the London Development Agency
(LDA); Colin Stanbridge, Chief Executive of the London Chamber of
Commerce & Industry; and Nick Winch, London Policy Manager,
Federation of Small Businesses.

We covered a wide range of issues at the seminar, with members of
the audience invited to submit questions in advance and also raise any
other matters on the day. We are very grateful to the speakers,
experts and audience members who participated.

This report provides a detailed account of the seminar. It follows the
publication of our initial findings on 15 December 2008 and the
Mayor’s Economic Recovery Action Plan on 17 December 2008. A full
transcript of the seminar is also available on the web site at:
http://www.london.gov.uk/assembly/reports/econsd.jsp. This report
includes details of the relevant pages of the transcript for ease of
reference.

On 10 December
2008 we held a
seminar
examining
London’s
response to the
economic
downturn, with
three scene-
setting speeches
by keynote
speakers and a
question and
answer session
with a panel of
experts


http://www.london.gov.uk/assembly/reports/econsd.jsp

“Whilst the world
economy
paralysed by the
credit crunch can
be compared to
an immoveable
object, the fiscal
response is like
an irresistible
force. History
shows that forces
are more likely to
be irresistible
than objects
immoveable.”
Anatole Kaletsky

The three key-note speakers put the economic downturn in a broader
context, highlighted some of the particular issues for London, and
suggested some possible policy responses.

Anatole Kaletsky began with an explanation of the current financial
crisis. In his view the crisis had worsened because of the decision not
to bail out Lehman Brothers bank but underlying this policy mistake
were longer-term changes in the world economy. The democratisation
of credit had created a new product comparable to other new products
such as the internet but the market had taken this natural
development beyond its logical conclusion, creating excessive
borrowing. At the same time there was a huge imbalance in savings
and expenditure, with China and Japan doing all the world’s savings
whilst most consumption happened in the United States, UK and
Europe. This imbalance resulted in enormous flows of money across
the world economy. London, as the leading global finance centre,
stood right at the crossroads of this movement.

He outlined two consequences from the financial crisis. One was a
structural change — an enormous contraction within the financial
system — which would particularly affect London and would not be
reversed for some years. The other consequence was an
unprecedented recession affecting all parts of the world’s economy.
However, at the same time as this recession, there was unprecedented
fiscal stimulus. Governments were borrowing large amounts of money
and central banks were reducing interest rates and likely to print more
money in the future. Whilst the world economy paralysed by the
credit crunch could be compared to an immoveable object, this fiscal
policy was like an irresistible force. History showed that forces were
more likely to be irresistible than objects immoveable.

Will talked about the possible timing of the UK economic recovery in
either the second half of 2009 or in 2010. In his view this timing was
possible because the combination of recent national policies (the cut
in interest rates to 2 per cent and the re-capitalisation of the banks)
plus the possibility of the Government taking action to help open the
financial markets trading in securities (financial assets such as



mortgages and loans packaged up for trading) would help restore
credit flows. In the meantime he suggested 2009 could be the worst
year for London’s economy since the 1970s.

He then spoke about the impact of the economic downturn and some
possible responses. The UK'’s financial services sector would be
particularly badly affected and its share of national GDP would reduce
from around 9 per cent to 7- 8 per cent, with many job losses in
London. The capital’s culture and creative industries would also be
badly affected. In response, he suggested the Government should act
now to help re-open the financial markets trading in securities.
London’s governing bodies should also take action. They should help
to accelerate the movement of Londoners who lost their jobs to those
employers who were hiring. They should aggressively seize the
opportunity presented by the 2012 Olympic and Paralympic Games to
boost economic activity in the capital. They should also be enhancing
London as the home of new, general purpose, technologies like the
internet. The capital should be developed as “the knowledge
economy heart of Europe”.

Nicola began by talking about people’s financial habits. She
suggested that, as well as encouraging people to spend money to
boost the economy, it was equally important to encourage people to
save, especially when there was an aging population. In recent years,
people had not saved sufficiently and although people may have relied
on taking equity from their houses to support themselves in their old
age, this would no longer be possible with the decline in the housing
market.

She argued for a long-term response to the economic downturn,
focused on education, training and skills. In her view, it was necessary
to create a more diverse economy since the financial services sector
would now be smaller. The only way to grow the economy was to
create new areas of expertise and this meant more investment in skills,
technology and education. In the very short term, little could be done
to alleviate the downturn and London would suffer in 2009. However,
there were some positives particularly the 2012 Games. It would help
create employment and attract large numbers of tourists to the
capital, bolstered by the recent decline in the value of the pound.

“London’s
governing bodies
should enhance
the capital as the

home of new
general purpose
technologies. It
should be the
knowledge
economy heart of
Europe.”
Will Hutton

“It is necessary to
create a more
diverse economy
since the
financial services
sector will be
smaller. This
means more
investment in
skills, technology
and education.”
Nicola Horlick
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Our question and answer session highlighted five key areas that the
Mayor should address through his Economic Recovery Action Plan and
wider work to promote the capital’s economy. These were:

1. Support for London’s small businesses;
2. Measures to diversify London’s economy;

3. A clear strategy balancing the needs of newly unemployed
Londoners with the long-term unemployed;

4. Full details of how major infrastructure projects such as the 2012
Olympic and Paralympic Games and Crossrail will be used to boost
London’s economy; and

5. Actions to help ensure London maintains its global economic
competitiveness.

Each of these five areas is covered in more detail below.

Prior to our seminar, the LDA had announced £23 million of additional
funding for measures to support small businesses and Peter Rogers
began by telling us about these measures. They included: the
production and distribution of one million copies of a leaflet setting
out the support services available for small businesses'; funding
advertising campaigns to attract European visitors to London;
providing access to finance schemes for small businesses; and working
with major accountancy firms to provide free business advice to small
businesses.

! This leaflet is available on the LDA’s web site (link)


http://www.lda.gov.uk/server.php?show=nav.00100g00e

Other experts also spoke about support for small businesses. Nick
Winch described the LDA’s additional funding “as a relative drop in
the ocean” and suggested its leaflet was a valuable start but “you
needed to keep repeating the information as the small business
community is a very difficult community to get hold of.” He argued it
was also important to ensure London got its fair share of the £1 billion
small business survival fund recently announced by the Government.
Colin Stanbridge mentioned widening the procurement opportunities
for small businesses so they had more work. He highlighted
CompeteFor, the website which enabled small businesses to access the
contract opportunities arising from the 2012 Games, which was now
being extended to include more public sector procurement
opportunities.

Audience members raised a number of points about support for small
businesses. Some told us more could be done to open up public
sector procurement to small businesses since many small businesses
applying for local authority contracts failed at the first hurdle: the pre-
qualification questionnaire. We also heard how small businesses often
preferred to get advice from local business support organisations
rather than from regional or national support services and such local
organisations needed more funding and support. It was also
suggested that small businesses might benefit from more practical
advice on how to market their products and services.

Clearly London’s financial services industry is contracting. We heard
about other areas of London’s economy that could be promoted to
help its recovery.

Many of our experts highlighted the manufacturing sector. Colin
Stanbridge, who argued we now had a chance to look at a whole series
of economic sectors not looked at before, raised the possibility of
focusing on manufacturing and also export and trade. Nigel Bourne
agreed about manufacturing, highlighting that London had a high-
level of technological and innovative expertise. He suggested that it
was about trying to make the most of that and “going back to that
very high level, high value added manufacturing...seen in the past.”
Whilst Adam Lent also agreed about promoting other economic
sectors, he suggested a key issue was skills and training. He argued

“you need to
keep repeating
information on

support available

for the small
business
community as it

is very difficult to

get hold of”
Nick Winch
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“The Government

to say “These are

the economy and
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should be willing

the sectors we
want to grow in

we are going to
anticipate the
skills needs of
those sectors”
Adam Lent

that the Government should play a more proactive role and be willing
to say “These are the sectors we want to grow in the economy and we
are going to anticipate the skills needs of those sectors and work with
business to train the workers needed in those sectors.”

Peter Rogers spoke about London’s leading international role in
medical research, higher education and the creative and innovative
industries. Audience members agreed, suggesting that these sectors
should be promoted. Some argued that over the coming years London
had an opportunity to become the world’s education centre and that
part of the legacy from the 2012 Games should be an innovations hub
in the Olympics Park.

Another area of the economy mentioned was ‘green” technologies and
promoting the development of the wider ‘green” economy. Stuart
Fraser told us that new technologies could be high-risk, requiring
considerable public sector assistance to help reduce these risks. In
response, Adam Lent gave some examples where public sector
assistance had successfully promoted the development of ‘green’
economies. They included San Francisco where the city authorities
were creating a new infrastructure to allow people to convert to
electric cars and Germany and Denmark where government regulations
had helped the ‘green” sectors grow enormously. This is not the first
time we have considered such issues. The Assembly’s Environment
Committee held a seminar, Making it in London, in October 2007
which looked at the barriers to growth for London’s eco-friendly
manufacturing sector.

Our seminar touched on addressing the needs of newly unemployed
Londoners but at the same time not forgetting the capital’s high
number of long-term unemployed.

Some experts commented specifically on support for Londoners
employed in financial services who now faced redundancy. Stuart
Fraser suggested the current downturn might release a lot of creative
talent from the financial services industry which could benefit the
economy elsewhere. Colin Stanbridge suggested it was important to
ensure such people who might, after being made redundant, want to



start their own businesses received appropriate support and advice
since this could help the capital’s long-term economic recovery. We
will be considering this in more detail in early 2009 when we
investigate support for business start-ups in London.

Adam Lent highlighted that, as well as Londoners employed in the
financial services sector, others were losing their jobs including many
who were not well paid. He suggested that the Mayor and the LDA
had a role to play in ensuring these Londoners were targeted and
given support and training to find new jobs. He said existing
employment services needed to “move on to an emergency footing”
and move in and work with staff in firms where large number of
redundancies were announced. He commented that in previous
recessions about one third of people made redundant faced long-term
unemployment and it was important to stop that happening again.

Peter Rogers told us it was not right to focus just on those Londoners
now facing redundancy. During the boom years, many Londoners
were not working who could and it was important that, coming out of
the economic downturn, this situation improved. He reported on
some LDA work tackling the needs of the long-term unemployed
including supporting single parent families in work by creating
community nurseries to provide them with sufficient childcare.

Audience members commented on the support Londoners needed.
This included a request for more funding for advice agencies such as
the Citizens Advice Bureaux so they could meet the increased demand
for their services. The possibility of paying all workers the London
living wage to improve their living standards and boost the economy
through greater spending was also mentioned. This prompted an
interesting discussion about the merits of the living wage versus the
possible implications for businesses that would fund it.

Many of our experts and audience members highlighted that the 2012
Olympic Games and Paralympic Games and other infrastructure
projects could be major opportunities to boost London’s economy.

“It is important
that people who
might, after
being made
redundant, want
to start their own
businesses
receive support.
This could help
the capital’s
long-term
economic
recovery”
Colin Stanbridge
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“It is absolutely

that schemes
such as Crossrail
have funding to
continue but in
reality

projects is not
really practical.”
Nigel Bourne

Peter Rogers told us that this was “the chance for a new Victorian age
where you invest in infrastructure which lasts the UK for the next 100
years.” He suggested that, with the potential of the Olympic Park, the
East End of London in particular could be rejuvenated. Nick Winch
also highlighted the value of the 2012 Games. He argued that now
was the time to prioritise encouraging the tourism legacy expected
from hosting an Olympics Games because the current low value of
sterling made London a more attractive place to visit.

Some experts queried the scope to bring forward major infrastructure
projects. Nigel Bourne said it was absolutely vital to make sure that
schemes such as Crossrail had funding to continue but that in reality
accelerating such projects was not really practical. Colin Stanbridge
suggested that the key thing was not bringing the projects forward
(although if we could we should) but rather not skimping on the
investment already allocated to them. In this respect, Stuart Fraser
said the GLA had an important role to play, ensuring that the capital
got its fair share of Government funding for infrastructure projects
and that the rest of the UK recognised the importance of investing in
the capital.

Audience members raised a number of issues about major
infrastructure projects. These included the possibility of developing
new funding arrangements with municipal equity schemes and greater
contributions from the City and also the value of investing in transport
schemes in outer London boroughs to promote local economies. The
legacy from the 1951 Festival of Britain, in the form of the Royal
Festival Hall and indirectly the whole South Bank cultural centre, was
also mentioned as an example of what could be achieved through
investment in major infrastructure projects.

We heard about factors required to ensure London maintained its
global economic competitiveness.

Stuart Fraser suggested that we needed to remain an extremely open
society, retain talent and have sensible regulations in the financial
services sector. This included working hard in Brussels to ensure
London did not suffer from any European rules imposed which
adversely affected its position as an international financial centre.



Many experts also spoke about the need to ensure a high quality of
life in London to maintain its economic competitiveness. Colin
Stanbridge told us it was not just about helping to make financial
services in London pre-eminent but also making sure London itself
remained pre-eminent. The capital needed to be “ a city where people
wanted to come, work and invest. That is about making sure that the
transport works, the cultural life works and the broad span of
restaurants is still here.” Nigel Bourne and Nick Winch made similar
points. Nick Winch commented on the need for London’s governing
bodies to think about what people looking to locate businesses might
experience when they visit London including what it was like to arrive
at Heathrow, stay in the capital’s hotels, and walk in its streets.

“We need to
remain an
extremely open
society and retain
talent”
Stuart Fraser
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“Of overriding
importance is the
need to rebuild
London’s
reputation as the
world’s financial
centre. It not
only employs
many people
directly but also
sustains an
enormous
amount of
employment
across London.”
Peter Rogers
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Our seminar concluded with some final thoughts from Peter Rogers.
He suggested that we were currently in a “glass half empty, glass half
full” time. Whilst many individuals and small businesses in London
were now facing immediate concerns and needed to know where to go
for advice and support, in the medium term, there could be
opportunities with projects such as the 2012 Games providing jobs
and a chance to promote the capital abroad. However, of overriding
importance, was the need to rebuild London’s reputation as the
world’s financial centre. The financial services industry not only
employed many people directly but also sustained an enormous
amount of employment across the whole of London.

We intend to follow-up the seminar’s main findings in our future work.
In particular, in early 2009, when we will be discussing the Mayor’s
Economic Recovery Action Plan in detail and also starting an in-depth
investigation into support for business start-ups in London.



Appendix 1 Orders and

translations

How to order

For further information on this report or to order a copy, please
contact Laura Warren, Scrutiny Manager, on 020 7983 4507 or email:

laura.warren@london.gov.uk

See it for free on our website

You can also view a copy of the report on the GLA website:
http://www.london.gov.uk/assembly/reports

Large print, braille or translations

If you, or someone you know, needs a copy of this report in large print

or braille, or a copy of the summary and main findings in another
language, then please call us on: 020 7983 4100 or email:
assembly.translations@london.gov.uk.

Chinese

I X A SO R R A,

LRI R IR AT 2% b i AR AL iy p 2 ik 5
Email SR
Vietnamese

N;:u ang (ba) mudn ndi dung viin ban nay diroe dich sang

tiéng Viét, xin vui long lién h¢ vai ching t6i bing dién
thoai, thur hodic thu dién tir theo dia chi & trén.

Greek

Edv emBupeite mepiAnyn autod Tou keipévou oty yAwooa
oag, mapakaAw kaAioTe Tov apiBud 1 emkovwvrjore pall
Hag amv ip Spopxij i TV nA j e

Turkish

Bu belgenin kendi dilinize ¢evrilmis bir 6zetini
okumak isterseniz, liitfen yukandaki telefon
numarasini arayim, veya posta ya da e-posta
adresi aracihgiyla bizimle temasa gegin.

Punjabi
W 3t fom enzew v Ay vt sw few @
dug Cu

Hindi

afe IMTHT A ST BT TR T A F
ey & IR 3 g F W BE w91 IR &
T TE UG A E AA U9 R EA Y WD B

Bengali

e 3 @ wfEmerm aFh TR e SEE e B,
SIEE T WA G FAET W Sas e fSeEm a
B-ma%et fH ST A CRISICEe |

Urdu
0o () o DA 1S i Gl S T R
GiS 05t i Sol pesi g S 0
Jie 51l iy S S5 YL oS0
S b e g

Arabic

g do 3pippd) 13d ot de e dsuoagd
sl Joaddd J Gicdedl adiye Jpaddd ele s
wod duce S eded grsod Dsced
Sl o ddd

Gujarati

%l a2 2l ecld%ell A2 A el
ABAL SlU dl BGUR AU, i8R U2 Slel 53
Al GU 2UNE UL ™Al B-ADE AsilL
WAl dus s,
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An Assembly scrutiny is not an end in itself. It aims for action to
achieve improvement.

An Assembly scrutiny is conducted with objectivity; nothing should be
done that could impair the independence of the process.

The Assembly rigorously examines all aspects of the Mayor’s
strategies.

An Assembly scrutiny consults widely, having regard to issues of
timeliness and cost.

The Assembly conducts its scrutinies and investigations in a positive
manner, recognising the need to work with stakeholders and the
Mayor to achieve improvement.

When conducting a scrutiny the Assembly is conscious of the need to
spend public money effectively.
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