objectives such as improved health
outcomes, better air quality, etc.
(with consequent savings in other
areas of public spending, particularly
health).

It is important to state that even were
all current planned improvements

to the network confirmed in any
future spending review, and even

if further modest investments were
made, crowding and congestion on
the transport network would still
increase. In other words, our current
plans are insufficient and will deliver
a sub-optimal economic outcome
for Londoners because of past lack
of investment. However, recognising
the constraints, there are two critical

16

investments that must be preserved
in any spending review — Crossrail
and the improvements to the
Underground.

Crossrail
The Government should ensure
that Crossrail proceeds as
planned and without delay. It is the
country’s most significant economic
development project — no other
project is expected to deliver such
substantial benefits. Crossrail is
estimated to add at least £20-£36
billion to the national economy
and increase public rail transport
capacity in the capital by
10 per cent. Together, Londoners,
London’s businesses and property



developers will contribute most of
Crossrail’s funding, through the
farebox, business rate supplements
and via developer contributions.

Any delay to Crossrail would defer
receipt of its benefits, costing the
national economy at least £1 billion
per annum. And the tax paid on

the additional output stimulated by
Crossrail will more than pay for the
government’s financial contribution to
it — making this a sensible investment
for the long-term health of the
nation’s finances.

London Underground

The Government should
ensure sufficient funding

for the ongoing rebuilding of the

Underground, in order to provide

more trains in the rush hours, speed

up journey times, reduce heavy

overcrowding and provide a cooler

and more pleasant journey for

commuters and visitors.

New signalling systems, new track
and additional and upgraded rolling
stock are essential, creating an
additional 25 per cent capacity by
2018. This investment is vital both
to match the upgrades for lines into
London’s main rail termini, which will
bring vastly more people into the
capital who will want to travel on
the tube to their final destinations,
and to cater for London’s expected
population increase of 750,000

from now until then (equivalent to

a new city approximately the size

of Leeds). The Government should
support this programme in full,
especially recognising the substantial
contribution that Londoners will now
have to make through fare rises in
future.

17
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School places

London’s growing population means
that this financial year alone councils
have been forced to make emergency
arrangements for more than 2,250
children who otherwise would have
been without reception provision. By
2013, London will need to provide
about 12 per cent more reception
class places.

London Councils and the GLA

would like to work with the
Government to consider the options
for funding to enable all London
school children to be educated in

18
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proper, not temporary, classrooms.
London Councils estimates £260
million is needed to ensure that
councils can deal with over 5,000
five year-olds who could be without
a reception place in this Spending
Review period (up to March 2011)".

The Government’s current schools’
funding review should recognise

the challenges faced by London
boroughs in educating a diverse and
highly mobile school population with
higher levels of educational need and
multiple deprivation.




Skills

Investment in basic skills provides

an excellent return — over £4 for
every £1 invested. However, 645,000
Londoners have no qualifications

at all and 56 per cent of those are
workless. Meanwhile, at the other
end of the scale, London’s labour
market increasingly requires degree
level skills — perhaps 50 per cent of
employees by 2020. So investment to
ensure our population can compete
effectively in London’s labour market
is vital.

The Government should
maintain skills and

employment budgets at least at the
2009/10 levels, especially given
the continuing growth in the
London workforce. The Mayor’s
London Skills and Employment
Board is proactively working with
partners to deliver improvements in
focus, effectiveness and employer
engagement for the capital’s skills
and employment investments, and
all levels of London government
are committed to ensuring further
progress in these areas.

© Image Source Limited
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In London, four out of ten children
live in poverty. Families in the capital
are more likely to be deeper in
poverty, without a job, have fewer
choices about housing and more
likely to face multiple disadvantages
than in the rest of the country.

The Mayor and London Councils

have worked together to reduce child
poverty in London — establishing the
London Child Poverty Commission
and resulting in activities across all
political parties to reduce poverty.
Whilst some progress has been made,
London leaders want to work with the

Government to do more.
20

The duties on councils under the Child
Poverty Bill need to be costed and
resources provided — financing must
follow legal responsibilities. More
importantly, local authorities need

to be given more tools and levers to
reduce child poverty locally.

13.

© Belinda Lawley



and provide some financial security to
taking a job, particularly for parents.

The average housing benefit award in
London for a workless household that
includes one or more children is £158
per week'. Therefore, this measure
could potentially mean an additional
£4,120 paid out in housing benefit for
every family moving into work, provided
they remain in employment.

To offset this, there are ongoing savings
accrued in out of work benefits whilst
the parent remains employed - a year
in work represents a gross saving of
£4,400 in benefits paid to lone parents
according to the Freud report™. If other
benefits from higher employment rates
(greater community cohesion, reduced
crime levels, reduced calls on social
services, improved health rates etc.)
were included, this reform could reduce
the overall burden on the public purse.

London has a large number of

child poverty pilot programmes - in
childcare affordability and in improving
employment and career progression
outcomes. Over the medium term,
successful pilots should be expanded
to provide certainty and an evidence-
based foundation to mainstream
programmes. Current pilots should
continue until sufficient evidence is
gathered but those proven to be failing
should be stopped.

Central government and local
government need to work more

closely to target support at vulnerable
families. This needs better local data on
child poverty and better data sharing
between agencies.

Funding for children’s social care
in London must be sustained at

an adequate level so that suitably
qualified staff can be recruited and
support children at risk.

Housing

The case for investing in housing in
London is overwhelming - house prices
are nearly ten times average incomes;
three quarters of the country’s
homeless households in temporary
accommodation are in the capital'¥;
and while overcrowding is declining in
the rest of the UK it is growing in the
capital. Around 200,000 people in
London live in overcrowded homes'
and there are 353,000 households
currently on waiting lists for social
housing in London'®. Only 57 per
cent of London householders own
their own home, compared with 70
per cent nationally'”. London has

the least affordable housing of any
region in England, with a ratio of lower
quartile house prices to lower quartile
earnings of 9.3, compared to 7.0 in
England as a whole'®. And London has
overwhelmingly the highest number

of households living in temporary
21



accommodation - 45,740 compared
to, for instance, only 250 households
in the North East (the lowest of any
region) or 3,010 in the East of England
(the second highest after London)'.

It is the historic lack of new housing
supply that is at the heart of these
problems, so any decline in housing
starts as a result of the current
economic downturn is especially
worrying. The Communities and Local
Government Department’s figures
show that there were only 11,900
private housing starts in the capital in
the 12 months to September 2009,
down from 14,290 in the previous 12
months, while affordable housing are
also down on the average of recent
years®.

London, even in the economic
downturn, offers government
significant opportunities. Nine of the
top ten largest regeneration projects in
the UK are in London?'. All of these
have significant housing components,
or are indeed housing led. These have
been planned either alongside major
infrastructure investment, particularly
in transport, that increases the capacity
for new homes, or where there is
already (or planned to be) excellent
and relatively unutilised provision and
hence spare capacity within the
transport constraint (such as in inner

east London with the arrival of
22

Crossrail). London also presents real
opportunities to attract institutional
and other private sector investment to
fund a range of housing tenures with
appropriate support from the public
sector.

London has unique governance
arrangements for housing investment.
The work of the Homes and
Communities Agency (HCA) in London
is overseen by its own board, attended
by three representatives from London
boroughs and chaired by the Mayor.
The HCA is statutorily required to have
regard to the Mayor’s Housing Strategy
in its investment decisions in London.
These ensure that the Mayor is able

to bring together housing investment
decisions and local authority/RSL
delivery with his wider responsibilities
for transport, economic development
and planning, to ensure effective
delivery of the central, regional and
borough housing aims.

'PH The Government should
continue to provide stable
investment for new affordable homes,

in order to house London’s growing
population and increasing number of
households, with a need for at least
32,600 homes a year, of which 18,200
should be affordable. This investment
will also maintain employment in
London’s construction industry, which
employs over 120,000 people.



6. The road to 2012: positioning
“_‘ London’s economy and regenerating
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The Mayor is statutorily required to - give all Londoners the opportunity
prepare the economic development to share in London’s economic
strategy for London. The overall success; and

objectives of the Mayor’s consultation

draft EDS are to- maximise the benefits to London

from investment to support

promote London as a city that growth and regeneration.
excels as a world capital of

) P . The Government should ensure
business; .

that sufficient resources

ensure that it has the most are provided to enable these
competitive business environment economic development objectives
in the world; to be achieved; and the Government

should make a commitment
that there will not be any post-
settlement cuts to the budgets

drive London’s transition to a low
carbon economy and to maximise
the opportunities that this creates;
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devolved and delegated to the
Mayor.

In particular, to deliver the economic
returns that national government
has come to enjoy from London, it

is vital to promote London abroad
and keep its economy internationally
competitive. In an increasingly
globalised economy, where the
balance of economic power is shifting
rapidly to Asia, London cannot be
assured of its world leading status
without a clear marketing strategy,
focused on doing business with the
growth areas of the global economy,
as well as with our mature markets
such as Europe and North America.

Marketing and promotion of the
capital in the run up to the 2012
Olympic and Paralympic Games is an
obvious economic opportunity for the
nation. The Games will be the UK’s
biggest ever marketing opportunity,
with up to half the planet watching
the celebrations at some point.
Maintaining and increasing national
and city marketing expenditure will

24

reap dividends for generations to
come — helping to fix positive and
modern images of London and the
UK in the minds of the worldwide
investors, tourists and students of
tomorrow.

Meanwhile, the Olympic Park and

the surrounding areas of the Lower
Lea Valley including Stratford remain
the Mayor’s top regeneration priority,
as set out in his draft economic
development strategy. The longer-
term ambition for the regeneration
legacy of the Games for East London
is @ new urban district with a number
of linked neighbourhoods surrounded
by waterways and with attractive new
green open spaces.

- | he Government should ensure
that the Olympic Park Legacy
Company is given the necessary
powers to meet its agreed aims. In
particular, the Government should
enable it to use the receipts from
publicly owned land sold into the
private sector and contribute to
a robust and long-term funding
strategy beyond 2012.
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The Mayor is committed to delivering
60 per cent CO, savings by 2025

and intends to work with boroughs,
government and other stakeholders
to achieve this objective. Unlocking
the low carbon economy in London
could drive growth in the market to
at least £3.8 billion per annum, an
amount which would reflect London’s
current share of the global economy.
However, London and the wider
south east is well placed to reap
further economic benefits of the
transition to a low carbon economy
due to a combination of the following
drivers:

Mov1 g to a low carbon economy
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Scale — London’s size and
complexity means it can deliver
low carbon programmes at scale
such as delivering decentralised
energy networks;

Financing — London is the

leading global finance centre

and is a leader in financing

clean technology companies and
projects. It should be well placed
to increase further its financing of
green projects worldwide.

Business services — London is
the world legal centre and has
a wealth of expertise in climate

25



change related consultancy, both
important disciplines in the global
shift to a low carbon economy.

Research and development —
London has world class research
and academic institutions that
work on climate change and
related issues. Again, London
should position itself to take a
good share of the global market
for climate change related R&D.

Trading — London is the leading
trading centre globally for climate
change related financial products.

However, London’s performance in
shifting to a low carbon economy
— like other regions — has been
hampered by:

Multiple and fragmented public
sector funding streams that need
to be streamlined. For example,
for energy efficiency, there are
estimated to be nearly thirty
funding streams available, not
including those offered by housing
associations and ALMOS that
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go beyond the Decent Homes
programme. Another area where
government support has stifled
development has been in installing
heat networks, although a range
of incentives coming on stream
over the next few years should
help to spur growth in this market.

The lack of incentives for the
private sector to engage in
financing low carbon measures
(particularly given that many

of them also generate financial
returns). This is especially
concerning given that the private
sector makes up the majority of
the city’s economy;

The lack of any mechanisms or
incentives to ensure that regional
economies fairly access national
funding. For example, a London
Assembly study Lagging Behind
estimated it was unlikely that more
than 4.5 per cent of insulation
projects under the Energy
Efficiency Commitment (EEC)

— Carbon Emission Reduction



Target’s predecessor — were
delivered in London, even though
London represents 12.8 per cent
of the UK population, implying
that the capital may have lost out
on approximately £100 million in
energy efficiency funding over the
period 2005-2008%.

A London’s leaders would like

to explore with government
the potential to develop further
London’s world leadership in climate
change related products, financial
services, consultancy, R&D and
trading, and to ensure that it has
the funding necessary to deliver the
Mayor’s CO, target - and London’s
share of government climate change
targets - in future spending reviews.

-} [he Government should work

to rationalise funding streams
and build into them incentives for
private sector funding. It should
ensure that there are fair regional
allocations, based on maximising
the national opportunities to
reduce carbon emissions, but also
recognising the need to reduce fuel
poverty across the country.

With action by central government

in the above areas, London can

act as a test bed for new policy
approaches, becoming the world’s
leading example of what a retrofitted
city looks like through the carbon
mitigation activities of the Mayor and
the boroughs. Ultimately, this should
help London to go beyond its share
of UK carbon reduction targets. It
should also ensure that London takes
its share of the potential low carbon
economic opportunity, becoming the
centre for new energy finance and
the professional services required

to support the growth of the low
carbon economy across the UK and
internationally. This has the potential,
we estimate, to create £600 million
per annum of GVA for London, rising
to between £720 million and £840
million per annum for the UK if
spillover benefits are included.
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Appendix 1 - The benefits of investing

in the capital

The main reasons for London’s higher
productivity and net contribution to
the UK’s finances are as follows:

Investment

Successive parliamentary and
governments’ decisions to invest in
London, from Bazalgette’s sewers,
the early development of the
Underground, through to the London
Docklands Development Corporation
in the 1980s and the Crossrail

Act 2008, have all contributed to

its economic growth. As a result

of this investment, London has
become a phenomenally successful
agglomeration of economic activity.
Thirty one percent of all London’s
jobs are found in just two per cent of
its land area — the central activities
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zone comprising the West End, the
City and Canary Wharf.

Canary Wharf is an excellent example
of how public investment has
underpinned a private sector success
story. Investment in the Limehouse
Link, the Docklands Light Railway,
the Jubilee Line extension (2001),
and the extension of the DLR to City
Airport (2007) enabled the City to
grow way beyond its historic borders
of the Square Mile. A completely
derelict area in the 1980s, Canary
Wharf has been transformed into
one of the world’s premier business
districts, now employing over 50,000
people, in a wide variety of financial,
business, retail and other services.




Successful adaptation to
globalisation

London continues to promote itself,
and operate successfully, in the
global economy, despite the financial
crisis and recession. Only New York

is a serious global business rival. Its
openness and long history of trade
has created an environment which
encourages specialisations to flourish,
especially in financial and business
services, attracting businesses that
generate higher returns than the UK
average. These in turn attract some
of the most talented people from all
over the world, reinforcing London’s
productivity and, in a virtuous circle,
its attractiveness to the outside
world. Thirty nine per cent of
London’s workforce was born abroad.

London has also successfully
promoted itself as a major tourist
destination, international centre
of learning® and international
retail centre. Nearly twice as many
international tourists visit London
each year as New York.

Higher skills

Londoners have more tertiary
qualifications than the inhabitants

of any other major city in the world
—1.7m Londoners are educated

to degree level or higher. Higher
skilled workers tend to be more
productive and continued investment

is necessary if London is to maintain
its global comparative advantage in
financial and business services.

Inherent advantages

These include its favourable time
zone, enabling Londoners to do
business with New York and Asia

on the same day, the predominance
of English as the world’s principal
business language, and the
increasingly widespread international
use of English common law in
commercial contracts.

Quality of life

London’s cultural, sporting and
entertainment offer across its 33 local
authorities is unsurpassed, catering
for virtually all tastes, from nightclubs
to opera, from rowing on the

Thames to watching Premier League
football. London hosts numerous
internationally renowned institutions
such as the British Museum, British
Library, National Gallery, Tate, the
Southbank Centre and Kew Gardens.
It has a large number of parks,
gardens and other open spaces and
four world heritage sites (more than
any other city of its size). But its air
quality is poor and congestion levels
high and many inhabitants suffer
from higher levels of crime than in
the rest of the country.
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Appendix 2 - The high costs of
providing public services in London

London’s cost of living is higher
than elsewhere in the UK. The cost
of living in London is as much as 20
per cent higher than in Edinburgh
and up to 30 per cent higher than

in Manchester, yet public sector pay
premiums tend to be around only 10
per cent. This leads to difficulties in
recruiting and retaining staff in some
posts such as nurses and primary
school teachers.

Housing costs in London make up a
large part of the premium in the cost
of living. This is because the supply of
housing has not kept up with demand
from the continued population and
household formation growth in
London. Relative to other regions, per
head public expenditure on housing
in London was over twice the England
average in 2006,/07. Whilst building
new housing costs more in London,
the temporary measures to deal with
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housing waiting lists also cost a lot
more. Private sector rents are far
above the national average in London
so temporary housing can be very
expensive to the public purse.

London’s status as the UK capital and
a popular tourist destination adds to
demand and raises costs per capita

in a number of areas from policing to
transport.

Finally, London must deal with
challenges not faced in other parts
of the UK - or not to the same
extent. This includes the high
percentage and absolute turnover of
residents, significant and widespread
pockets and swathes of deprivation
— especially in inner London -

and a high proportion of foreign
language speakers. This has an
impact particularly on healthcare and
education services in London.
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