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5. Business, Enterprise and Key Sectors

Summary

Newham has a low business base - the ratio of Newham businesses to
residents is half the London average.

The number of registered businesses has been increasing since 2004 and the
growth rate of business formation is above the London average.

GVA growth since 1992 has been higher in Newham than the national average
but GVA per employee across Newham is still significantly lower than for
London as a whole.

For almost all sectors turnover among Newham companies is lower than the
London average.

Newham has a very large proportion of employment within small and medium
sized workplaces of less than 200 people.

The proportion of public sector employment in the Borough is very high in
comparison to the London average.

London’s growth sectors are under-represented in Newham’'s employment
profile.

Knowledge-intensive employment in Newham is lower than the London average
but there is potential for growth in green industry, high-tech manufacturing,
education and creative industries.

Likewise, financial sector employment in the Borough is lower than the London
average, but has growth potential due to the creation of a new commercial
district in Stratford.

Retail employment in Newham is significant and likely to continue growing due
to the investment at Westfield.

Visitor economy employment in the Borough is significant and has the potential
to continue growing, bolstered by new transport investment and the impact of
the Olympic Games.

Relatively high employment in the Construction industry will continue in the
coming years due to the extent of regeneration investment.

5.1 This section examines the profile of business and employment in Newham,
looking both at broad patterns and key sectors. Specific topics discussed in this
section are:

Business - types of business, turnover, size of workplace, key issues
identified by the business community.

Enterprise — new business start-up rates.

Key Sectors — sectors with identified growth potential.




Businesses in Newham
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In 2009 there were approximately 5,030 businesses registered for VAT/PAYE
in Newham®. This was equivalent to 19.1 businesses per 1,000 residents, much
lower than the equivalent London rate of 44.2 per 1,000 residents®. Having said
this, the number of businesses in the Borough has grown by 15% since 2004, a
significantly higher growth rate than the 9.5% growth across London as a whole
over the same period?.

In 2009, 42% of all businesses in Newham were in the service sectors,
equivalent to 2,115 businesses. This proportion is lower than the London and
host boroughs averages of 55% and 50.4% respectively. Moreover, a higher
proportion of Newham’s services businesses were in public sectors such as
health and education rather than more private-facing service sectors such as
law and finance.

Retail and wholesale businesses comprised a far larger proportion of the
business base in Newham at 26.7% of all businesses, equivalent to 1,345
businesses, compared to 19.3% and 15.4% for the host boroughs and London
respectively.

Percentage of VAT/PAYE Registered Stock (2009)
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Manufacturing and construction industries have always been important in the
Borough. In 2009 there were, respectively, 230 and 570 companies in the
manufacturing and construction industries in Newham. In both cases this
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represented a higher proportion of the business base compared to London as a
whole, though the proportion of manufacturing businesses was lower than that
of the host boroughs average.

Newham'’s attractiveness as a location for manufacturing, distribution and other
industrial activities is reflected in the demand for industrial property. Industrial
demand in the Borough is mainly fuelled by small and medium sized firms that
serve local or regional markets. As such there is healthy demand for industrial
units between 65 and 511 sq. m according to the Employment Land Review.
There are few large national and international firms in Newham and as such
demand for larger units is lower.

The 2012 Olympics have had an important impact on industrial land demand. In
the first instance the Olympic Park and the scale of development have
stimulated the demand for contractors, especially construction-related
contractors. Equally important has been the effect of compulsory purchasing of
former industrial land on the Olympics site. The displacement of business has
stimulated demand for industrial space in other areas of the Borough such as
Canning Town, Silvertown, Beckton and North Woolwich.

Industrial Profile
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Newham has a distinct industrial profile even in comparison to the neighbouring
host boroughs. The Annual Business Inquiry produced by ONS shows that
public sector employment is disproportionately large. In 2008 36.4% of
Newham’s employment was in the public sector, significantly higher than the
host boroughs’ average of 26.5% or the London average of 22.2%. Moreover,
this proportion increased by 6.1% between 2003 and 2008 whilst the equivalent
proportion of employment across London as a whole rose by only 0.1% and in
the host boroughs area actually declined by 0.6%. This was due to an absolute
increase in public sector employment and relatively static private sector
employment over the period.

At present the five largest employers are all in the public sector and account for
just over 18,000 jobs in the borough: Newham University Hospital NHS, LB
Newham (includes employment in education services), Newham Primary Care
Trust, Metropolitan Police Authority and University of East London.

The second largest employment sector in Newham is in retail, which accounts
for 27% of jobs in Newham. Large employers in the sector include Sainsbury’s
and Tescos. However small retail businesses are also important employers,
especially as they are more likely to employ local residents compared to other
sectors (which might require more specialist skills). A 2009 survey of 311 town
centre businesses (the majority of which are small, privately owned retail
businesses) conducted as part of the LB Newham Retail and Town Centre
Study5 found that for 57% of businesses, more than half of their employees
were Newham residents. For almost a third of these retail businesses more
than 90% of their employees were Newham residents. These rates are high
given the fact that overall 35% of employees working in the Borough are
Newham residents.

84,8 "
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The Retail and Town Centre survey also found that rates of employment of
Newham residents among such businesses varied by local centres. The largest
proportion of businesses reporting a high level of Newham residents as
employees was Green Street where 40% of businesses reported that more
than 90% of their employees were Newham residents. For 85% of Green Street
businesses more than 50% of their employees were Newham residents. The
next highest was Canning Town, for which 65% of businesses employed 50%
or more Newham residents, followed by East Ham, for which 61% of
businesses employed 50% or more Newham residents.

A corresponding 2009 survey of non-retail businesses conducted as part of the
LB Newham Employment Land Review. The study found that for industrial and
office businesses 36% of the 200 businesses surveyed had more than 50% of
local resident workers and one in five have a workforce that is almost entirely
(more than 90%) comprised of local residents.

Compared to the London average, Newham also has a high proportion of
employment within the broad sectors of: manufacturing, construction, hotels &
restaurants and transport & communications, compared to both the host
boroughs and London as a whole. However, in line with the wider trend in
London and the host boroughs, Newham has experienced a decline in
manufacturing employment over the last decade. Large employers in these
sectors include London City Airport (with businesses on the airport site employ
almost 2,000 people), East London Bus and Coach Company and Tate & Lyle.

Although proportionally the third largest sector for employment in Newham,
compared to the London average Newham has a significantly low proportion of
employment in the banking, finance and insurance sector. Employment in these
sectors accounted for just 16.7% of total employment in 2008 compared to the
host boroughs average of 36.9% and the London average of 34.7%. The level
of employment in this sector declined by over 350 jobs between 2003 and 2008
whilst employment in these sectors in the host boroughs and London rose
significantly over the same period.




Broad Sector Employment as a Proportion of Total Employment (2008)
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Source: ONS, Annual Business Inquiry (2008)

5.15 Location quotient analysis shows the degree of concentration of workers in
industries in Newham in relation to London. An LQ of greater than 1 shows a
high concentration of employment in that industry compared to the London
average®.

5.16 The table below uses LQ analysis of 3-digit SIC’ industries employing more
than 1000 people to identify industries which are significant sectors for
employment in Newham relative to the London average. The top sectors are:

Supporting transport activities

Post and courier activities

Education (both primary and secondary)
Construction

Retall

5.17 While the above sectors are currently the most significant employment sectors
in Newham (based on employment concentration), the following sectors are
also significant compared to the London average and have shown the most
significant growth in the years 1998 — 2008. They represent potential areas for
employment focus in the future:

Hotels




Other supporting transport activities
Real estate activities on a fee or contract basis

Higher education

Employment concentrations by current key sectors (3-digit SIC), (2008)
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Source: ONS, Annual Business Inquiry (2008)
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The figures in the above table reinforce the continued relative importance of
public sector employment to the local economy. Of the 13 most significant
employment sectors in Newham, six were largely public sector and one sector,
post and courier activities, was a privatised formerly-public sector employer.
Together these 7 sectors accounted for 24,185 or roughly a third of total
employment as outlined previously.

There are also a number of smaller industries which are relatively concentrated
in Newham which are worth noting as well. The majority of these are specialist
manufacturing sectors. This demonstrates the continued importance of
manufacturing to the Borough, albeit at a smaller, more specialised scale. One
sector of note is recycling, which employs just over 250 people in the Borough
and has seen significant growth in employment since 2003.

Geographic Distribution of Industries
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The map below illustrates employment by industry sector in Newham. In line
with business locations it shows retail, wholesale and personal services are
predominately present in local centres and thus there employment is distributed
across all areas except Plaistow where there is no Town Centre.

Business and financial services make up over a third of jobs in Stratford — this
is the largest single employment cluster across the borough. In the Royal
Docks construction and manufacturing are the largest employment sectors,
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likely due to the manufacturing located in the area. Research and education
employment is prevalent throughout the borough but is more significant in
Manor Park and East Ham due to the location of large employers such as
Newham College.

Newham Community Forum Areas by Sectoral Breakdown (2010)
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5.22 The map below shows the location of the highest concentration of employment
in each industrial sector. This illustrates the importance of Stratford in the
Borough as a centre of business. Stratford has the highest concentration of
employment in the business and financial services, public services, transport
and utilities, research and education and retail, wholesale and personal
services. In the west of the Borough, there is a construction and manufacturing
cluster in the Lower Lea Valley, which is due to the Cody Road Industrial
Estate. Around Green Street there is a leisure and accommodation cluster due
to the local leisure offer in the area as well as West Ham United FC.




Sectoral Clusters in Newham by Employment (2010)

Source: ONS, IDBR (2010)
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Analysis of the location of businesses by industry sector has demonstrated that
for all sectors, there are many more businesses in the north of the borough
than the south; reflective of the large tracts of underdeveloped sites in the south
of the borough. Retail, wholesale and personal services businesses are
clustered around the major and district town centres of Stratford, East Ham and
Green Street as well as along the major road arteries of High Street North,
Barking Road and the east end of Romford Road leading towards liford.

Leisure and accommodation businesses are concentrated around Stratford and
along major arterial routes, especially High Street North and Barking Road.
There is a loose cluster in the Royal Docks which is predominantly composed
of large hotels serving London City Airport.

Public sector, transport and utility enterprises in Newham are clustered around
Stratford, East Ham, Forest Gate and at Newham General Hospital.




Size of Workplaces

5.26 The table below shows that, as of 2008, there were 6,341 Workplaces9 in
Newham and 99.3% of these were small and medium-sized workplaces
accommodating fewer than 200 people. This proportion of workplaces was
roughly in line with wider trends in the host boroughs and London as a whole,
though Newham had a slightly higher proportion of medium-sized workplaces.

Workplaces by Number Employed (2008)
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5.27 In 2008, over 50% of workplaces in Newham employing 200 or more people
were public sector employers, compared with 26.9% at the London level™. This
suggests a lack of large private sector companies operating in the Borough, in
some part due to the lack of large-scale financial and business services
employment in Newham.

Analysis of the private employment market without reference to public sector
employment has shown that small and medium sized workplaces employing
fewer than 200 people are a very important part of Newham’s economy. The
table below shows that small and medium sized workplaces constitute 79.2% of
total private sector employment in comparison to 64.6% at the London level.

Private Sector Employment by Workplace Size (2008)
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Turnover
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In terms of business performance, the Inter Departmental Business Register
(IDBR) provides information on turnover. Whilst not all sectors have a recorded
turnover value at the local authority level, for almost all those sectors that are
recorded, the IDBR shows that turnover per business is lower in Newham than
the equivalent level across London as a whole as of 2009*!. The few sectors
for which Newham turnover is higher than the regional average were:

Manufacture of fabricated metal products; except machinery and
equipment;

Manufacture of furniture; and,
Repair of computers and personal and household goods.

In the sectors where turnover information is available, and for which there are
more than 15 firms in Newham, the average turnover of Newham businesses
was 37% of the London average. While it has to be stressed that this
information is incomplete, it provides a good indication that turnover amongst
Newham businesses is lower than the equivalent average turnover in London.

Business Start-Ups
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In 2008 there 63 business start-ups in Newham per 10,000 residents, less than
the London average of 96.1 start-ups per 10,000 residents. *However the
growth in the rate of start-ups in Newham has been significantly compared to
London and the sub-region; increasing 47% since 2002, compared to 21% for
the London average. **

Business Formation (per 10,000 residents) (2002 - 2008)

Business Formation per 10,000 residents
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Source: Government Office for London — National Indicator 171

5.32

5.33

LB Newham provides an online service to assist businesses looking for
property in Newham which provides an important source of information on the
types of businesses looking to locate or relocate in Newham. During the 2008 /
2009 financial year 208 searches were made by businesses. Of these:

Over half (55%) were made by start-up companies with the remainder
being split evenly between existing Newham businesses and existing
businesses from elsewhere (22% and 20% respectively).

Most were seeking small retail and restaurant / café premises, which
accounted for 40% of searches. 76% of searches were for premises
under 450 sq m. This reflects the observed shift in Newham’s business
away from low value-added manufacturing to smaller-scale retail and
office-based business services.

The table below outlines the proportion of businesses still operating three years
after formation (by year of first registering). The data suggests that business
survival rates in Newham are improving and are close to the other host borough
and London levels.

Percent of businesses born in year still trading after 3 years (2002/2005 —

2005/2008)
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Source: Government Office for London
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Another way of examining the health of small businesses is looking at rates of
self-employment. In 2008 / 2009 12,400, or 7.5% of the working-age population
in Newham were self-employed compared to 9.4% in the host boroughs and
10.7% across London as a whole. This proportion had remained largely static in
the previous five years, in line with the pattern across London as a whole.

Growth Sectors
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Predicting the scale of economic growth over the next 20 years, and the sectors
where new jobs and businesses will be created, is a key challenge for policy
makers in the UK. There is inevitably a large amount of uncertainty surrounding
economic development over a 20-year horizon. Nevertheless, forward thinking
of this kind is absolutely essential to informing policies around planning,




transport, skills and economic development. The following section of the LEA
assesses the scale of potential employment growth in Newham and the types
of sectors where new businesses and jobs could be created.

Sector Forecasts in London
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Over the next two decades wider trends in the London economy will continue to
be crucial to the growth of the Newham economy, making it important to
understand how the sectoral profile of employment in London is expected to
change.

In the short term, following a contraction in employment due to the recession,
forecasters expect London’s employment level to return to the level observed
prior to the recession by 2015 at the latest. GLA’s long-run projections predict
that employment in London will grow from approximately 4.7 million to
appro>1<jmately 5.5 million by 2031, an increase of about 775,000 jobs from 2007
levels™.

The three charts below show GLA forecasts for employment in London by
broad industrial sector. What is clearly evident is that business services are
expected to be the primary driver of London’s employment growth. ‘Other
services’, which includes media, recreation and leisure, are also expected to
expand accounting for a significant number of new jobs. The third sector where
major growth is forecast is in hotels and restaurants. More modest employment
growth is in financial services, retail, health and education.

By contrast, manufacturing, transport, construction, wholesale, and public
administration are all forecast to lose employment. A more detailed breakdown
of the sector forecasts for London is set out below.

London Employment Forecasts by Sector (1971 — 2031)
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London Employment Forecasts by Sector (1971 — 2031)

London Employment Forecasts by Sector (1971 — 2031)

Sectors with Growth Potential in Newham

5.40 In addition to the overall London projection, GLA Economics has produced a
number of scenarios for employment growth in London boroughs, including
Newham. These scenarios take the jobs forecast in London to 2031 and
apportion them by borough according to different assumptions:
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Trend-based — assumes a continuation of historic trends or ‘business as
usual’. In this scenario, very few of London’s jobs are created in Newham
(7,000 additional jobs on 2007 levels).

Site capacity and availability — analysis by consultants Roger Tym and
Partners accounting for the availability of sites and when they are
expected to deliver jobs, as recorded on the LDA sites database. The
scale of planned development means that in this scenario, Newham sees
a massive uplift over the baseline (a total of 91,000 additional jobs by
2031).

Accessibility — prepared by consultants Colin Buchanan based on the
statistical relationship that can be observed between public transport
accessibility and employment growth. (20,000 additional jobs are forecast
in Newham in this scenario).

Triangulated — a combination of the above three projections using a set of
‘triangulation rules’™ (24,000 jobs are forecast in Newham in this
scenario). The triangulated projections are those that appear in the
London Plan and the London Mayor’'s Economic Development Strategy.

The triangulated GLA projections suggest that total jobs in Newham could grow
by up to 29% between 2007 and 2026 to 103,000 jobs. This is in line with the
estimates of the Employment Land Review, which suggest employment will be
over 104,400 by 2027.

GLA Economics Employment Projections for Newham (000s) (2007 - 2031)
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The table below illustrates the expected trajectory of growth by sector assuming
that overall employment grows in a similar way to that predicted by the
triangulated growth projection (above) and that sectors follow trend (rather than
aspirational) growth patterns. The overall effect of this over the period 2006 to
2027 would be a 20.8% increase in total employment within the Borough to
approximately 104,500 jobs.

Within this, it is expected that the number of jobs in manufacturing and primary
industries would continue to decline, as would employment in distribution.
Conversely, employment in retail and hotels is expected to expand
dramatically, by over 44%. This scenario would also see extensive growth in
employment in financial and business services and the public sector or
approximately 24% and 29% respectively.




Employment Growth in Newham by Sector (2006 — 2027)

Sector 2006 2027 Absolute %
Agriculture 11 2 -9 -84.3%
Mining / Utilities 241 159 -80 -34.0%
Manufacturing 5,802 3,846 -1,950 -33.7%
Construction 7,474 9,626 2,152 28.8%
Retail / Hotels 15,535 22,391 6,856 44.1%
Distribution 12,455 11,583 -872 -7.0%
Finance & Other
Business 20,521 25,381 4,859 23.7%
Services
Public Services 24,431 31,489 7,058 28.9%
Total 86,471 104,476 18,005 20.8%

Source: GVA Grimley (2010) London Borough of Newham Employment Land Review
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The projections above are based on current trends. These are a good indicator
of what can be expected if there are not significant interventions to change the
direction of Newham’s economy.

However, it is important to appreciate that Newham is well positioned to
achieve a more aspirational pattern of growth, one which mirrors more closely
the kinds of high-value sectors which will be so important to London’s future
economic growth. While the site capacity potential outlined in the GLA forecasts
above are unlikely to be fulfilled, the GLA forecasts do very clearly demonstrate
the scale of opportunity in Newham from under-developed sites and
regeneration.

For example, scenario testing by GVA Grimley for the Employment Land
Review suggests that an increase of 50% in office development (measured by
floor space) above the triangulated growth scenario could increase total jobs in
2027 to almost 112,000 (generating 7,400 additional jobs) while a doubling of
office development above the triangulated growth scenario could increase total
jobs to almost 131,000 in 2027 (generating 26,000 additional jobs). This
modelling demonstrates the impact of implementing aspirational policy to
achieve a step change in the economic growth in Newham.

It is worth remembering that while forecasting models are useful tools for
quantifying outcomes and stimulating debate around policy, they are not a
substitute for a detailed masterplan with site-based employment projections.
The broader models have limitations in data quality and uncertainties over the
timing and scale of interactions that mean results should not be taken as
precise numerical projections but rather as indicative estimates.

Examining the Key Growth Sectors

5.48 The key conclusions from the above analysis are that business services will be

increasingly important to Newham as a source of employment. At the same
time, traditional manufacturing sectors are likely to continue to decline, though
there may be opportunities to slow or even reverse decline by firms adapting to
new markets, such as green technologies, or by utilising high-technology
methods and equipment.
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Taking an aspirational view of Newham’'s current strengths and future
opportunities, it is clear that there is potential for ‘other services’ such as media,
recreation, leisure and professional services to also experience significant
growth. The visitor economy could also play a major part in Newham'’s future
employment growth. Clearly such aspirational growth would need to be
supported by interventions and it must be remembered that all growth is
dependent upon various factors such as the London economy continuing to
grow, an adequate supply of appropriate commercial space and private sector
firms choosing to locate in Newham.

Drawing together the evidence just discussed, the following are identified as
potential growth sectors in Newham:

Business and Financial Services
Retail

The Visitor Economy (hospitality, tourism, and leisure) and creative
industries

Knowledge Intensive Sectors (education, high-tech manufacturing and
green industries)

Construction related to development in Newham

Business and Financial Services

551

In 2008, Business and Financial Services accounted for 11,671 jobs in
Newham, equivalent to 16.7% of total employment compared to 36.9% and
34.7% respectively in the host boroughs and London as a whole. Sectoral
employment has declined since 2003 by approximately 350 jobs, whilst
equivalent employment in both the host boroughs and London has increased
dramatically in both absolute and relative terms. This decline was due to
relatively large declines in monetary intermediation, life insurance, labour
recruitment and legal activities though offset to some extent by large increases
in employment in management consultancy and activities connected to real
estate management and agency services.
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Business and Financial Services Employment as a Proportion of
Total Employment (2003 & 2008)

Source: ONS, Annual Business Inquiry (2008)

Analysis of Newham'’s future growth, taking into account the ambition for the
Borough to take a greater share of London’s growth, suggests that a significant
proportion of future jobs growth could be in the business and financial services
sector. London is a leading global centre for business and financial services.

According to research by GLA Economics, London’s areas of specialisation in
financial services include: banking; insurance; foreign exchange; fund
management; securities markets; derivatives; carbon markets; and Islamic
finance. In business services, London has particular specialisms in:
accountancy; management consultancy; advertising; legal services; and
maritime services. London also has a competitive advantage in the creative
sectors such as TV/radio and advertising — many of which are classified as
business services.

It is feasible that Newham, with excellent transport connections and a large
potential labour pool, could attract significant employers into the Borough over
the next two decades. The new business district at Stratford in particular could
attract investment from the finance and business services sectors.

Retail

5.55

Retail is a highly significant sector within Newham, accounting for 13.5% of
employment in 2008, or 9,399 jobs, significantly higher than the equivalent
proportions for the host boroughs and London as a whole of, respectively, 8%
and 9.7%. Moreover, employment in this sector grew over the period 2003 to
2008, despite a wider trend of decline in London and the host boroughs. This is
reflected in Newham’s high LQ of 1.39 in the retail sector in relation to London,
indicating relative concentration of employment.




Retail Employment as a Proportion of Total Employment (2003 & 2008)
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Source: ONS, Annual Business Inquiry (2008)
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Retail employment in Newham is concentrated in three main areas of the
Borough, namely: Beckton, Stratford and East Ham Central. These areas
account for 6,086 jobs or approximately 65% of total Borough retail
employment. Beckton alone accounted for 3,073 retail jobs in 2008. If Green
Street is looked at as a whole this area accounted for 866 jobs in 2008.
Likewise, if Canning Town is viewed in total this area accounted for 604 retail
jobs in 2008. This demonstrates the importance of these local centres.

Retail employment in Newham in terms of company size mainly follows the
wider pattern of employment elsewhere in London, with the exception that there
is proportionally more employment within medium-sized companies (50 — 199
employees) and proportionally less employment within large-sized companies.
This reflects the wider employment pattern in Newham in terms of company
size, namely that there is little employment in large companies.

There is good potential for further growth in retail. Stratford City is forecast to
generate just under 8,000 jobs (see Section 8), almost a doubling of Borough
employment and significantly more than the forecast share of London growth as
discussed in the previous section.

Moreover, there is potential for additional retail employment in areas such as
the Royal Docks, Canning Town, Green Street and other existing centres.
Increasing retail activity in the Borough will also provide support to the
emerging visitor economy (see below) by helping to turn existing centres,
particularly Stratford, into regionally significant retail destinations.

While these developments have enormous employment potential, a concern
must be that Stratford City could potentially displace retail employment which
currently resides within local centres. While new developments - such as the
recent opening of a large Primark in East Ham - are welcome signs of the
resilience of local retail, it is important that centres other than Stratford continue
to be supported to provide an effective local retail function.




Visitor Economy and Creative Industries
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In 2008, the visitor economy*® accounted for 4.3% of total employment, which
while less than the London level of 5.3% was higher than the equivalent across
the host boroughs of 3.7%. Between 2003 and 2008 the level of visitor
economy employment as a proportion of total employment grew from 4.1% to
4.3% in Newham, equivalent to an increase of 358 jobs. Over the same period
employment declined in the comparator areas from 4% to 3.7% in the host
boroughs and from 5.6% to 5.3% in London as a whole.

Visitor Economy Employment as a Proportion of Total Employment (2003 &
2008)

Source: ONS, Annual Business Inquiry (2008)
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Within the overall visitor economy, the dominant sectors in Newham are
restaurants, bars and canteens and hotels and accommodation. In particular,
Newham has a much larger proportion of employment in hotels and
accommodation compared to the host boroughs and London as a whole. In
Newham, hotels and accommodation employment accounted for 24.3% of
visitor economy employment in 2008 compared to 9.4% in the host boroughs
and 13.9% in London as a whole. Moreover, there has been significant growth
in employment in the hotels and accommodation sub-sector in Newham. This
sub-sector has seen extensive employment growth over the period 2003 to
2008 - from 80 employees in 2003 to 725 in 2008.

This growth has been so pronounced that as of 2008 there were 37 hotel
establishments providing approximately 3,000 beds, although the majority of
this accommodation was provided by 14 large hotels in the Borough'’. Much of
the existing hotel offer is based around business travellers with large
concentrations of provision around the airport and, to a lesser extent, Stratford.
As well as the airport this represents the strong offer of the ExCeL centre,

See Appendix 2 for sectoral definition
> Blue Sail Consulting (2008) Newham'’s Visitor Economy: Audit and Opportunities
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which is currently undergoing a £165m expansion that will raise annual visitor
numbers by 50% from 2 million in 2009 to 3 million by 2011"®

Current key locations for visitor economy employment in the Borough are
Stratford & New Town ward, Boleyn ward and, to a lesser extent, Plaistow
South ward and Beckton. The Canning Town area also had a large amount of
employment in this sector when considered as a consolidated area.

Evidence for the importance of visitor spend in the Borough has been estimated
via the Local Area Tourism Impact (LATI) model which estimated that in 2007,
total tourist spending in Newham was equivalent to £333m19. Of this, £133m
was from overseas tourists, £46m from domestic visitors and £153m from day
visitors®®. In particular, overseas tourist spending has nearly doubled since
2004, though domestic visitor spending has been more volatile. The growth in
overall spending has resulted in Newham’s share of total London visitor
spending increasing from 1.2% in 2004 to 1.5% in 200721.

Newham has an excellent base from which to continue to grow employment in
the visitor economy. A key challenge that has been identified within the existing
visitor economy sector is that Newham currently lacks a compelling and
coherent offer and is perceived as ‘out of town’ despite having excellent
transport connections®. Developing a coherent offer based around the
strengths of specific local centres could therefore be an important part of
boosting this offer and capitalising on the attention and estimated £100m spend
that the Olympics will bring to Newham23.

Newham also has a small base in Creative Industries, but this is also identified
as an area with possibilities for expansion. The studio complex at Three Mills
and the Cultural Quarter in Stratford provide a locus for further expansion of
this key London-wide growth sector.

Currently, data analysis shows that the creative industries a fairly small
employment sector within Newham, certainly much smaller than equivalent
sectors in the 5 Host Boroughs and London as a whole. Whilst overall
employment in these sectors has grown between 2003 and 2008, this has been
outpaced both by equivalent growth at the regional level and overall
employment growth in the Borough such that the sector has declined slightly in
relative terms.

Newham demonstrates specific sub-sectoral strengths, in particular a relatively
concentrated arts and antiques offer based in Stratford. Film and video
employment is also strong though not yet at the London level of employment
concentration. Generally, creative industries employment is concentrated in
Stratford (44.9% of creative industries employment is based in Stratford & New
Town ward), the Royal Docks (14.9% of Creative Industries employment) and
Beckton (10.6%). Many of the companies in the sector are very small,
employing 10 or fewer employees, in contrast to broader patterns of
employment in the region.

9 LB Newham (2009) Newham Hotel Briefing Note

?

LDA (2009) Local Area Tourism Impact Model — Newham Borough Report

LDA (2009) Local Area Tourism Impact Model — Newham Borough Report
LDA (2009) Local Area Tourism Impact Model — Newham Borough Report
Blue Sail Consulting (2008) Newham's Visitor Economy: Audit and Opportunities
Blue Sail Consulting (2008) Newham's Visitor Economy: Audit and Opportunities
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Despite the relative small proportion of employment in Creative Industries, the
importance of this sector has been highlighted both within Newham and in
wider London policy. Strengthening the sector locally will require efforts to help
promote the growth of existing companies and creating the conditions for
external investment. The successes of nearby Boroughs in attracting and
retaining such industries should be examined, and where cross-boundary
clusters and partnerships can be encouraged this should be explored.

Knowledge Intensive Sectors
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In 2008, Newham had 10,811 jobs in knowledge intensive sectors, down from
11,604 in 2003. Knowledge intensive sector employment therefore accounted
for 15.5% of total employment in 2008 compared with 36.9% in the host
boroughs and 37.4% across London as a whole. Newham had a similar
proportion of employment in knowledge intensive sectors to Greenwich and
Waltham Forest, but significantly less than Hackney and Tower Hamlets whose
high levels of sectoral employment boosted the host borough average.

Between 2003 and 2008, knowledge intensive employment in Newham
declined by almost 800 jobs. This seem to have been primarily due to large
drops in employment within labour recruitment and monetary intermediation,
with large declines also reported within the sectors of legal activities and motion
picture and video production.

Knowledge Intensive Sector Employment as a Proportion of Total
Employment (2003 & 2008)

Source: ONS, Annual Business Inquiry (2008)
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In terms of future employment, knowledge intensive sectors represent an
important opportunity for Newham. Such businesses tend to require well-
connected locations in order to access a high-quality labour pool. The cost of
rents in existing locations, particularly Westminster and the City, may make
Stratford and the Royals more appealing locations in the long-term.
Nonetheless, there are important perceptual barriers to locating in Newham at
the moment and these will need to be overcome if extensive migration of such
businesses is to take place.
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Some specific knowledge-intensive sectors of note with the potential to grow
are:

Education;
High-tech manufacturing; and
Green Industry.

Newham is set to see large scale growth in further and higher education
through increasing investment by UEL and Birkbeck and the expansion of
Newham Sixth Form College (NewVIC) and the Newham College of Further
Education (NCFE). In particular, there is scope for developing an education hub
at Stratford based around at least three of the four above institutions. The post-
Olympic Games use of the Olympic Stadium site might also encompass some
educational provision.

High-tech manufacturing is another possible growth sector for Newham.
Companies in this sector could be attracted to the Borough by low land values /
rents and good transport connections. In some cases, there may be scope to
encourage existing businesses to use more capital intensive methods.

In 2009, the LDA assessed the potential to attract significant investment from
companies serving new markets for green / environmental services. They
concluded that this market is set to grow by 45% by 2015. The LDA identifies
East London as an area which has some of the necessary pre-requisites for the
development of these industries, such as low land values and good access to
roads.

The Siemens proposal to locate a green industry pavilion at the Docks (see
Section 8) is a significant development both for the green enterprise sector and
for the further development of knowledge intensive industries and the visitor
economy. It provides a distinctive building block in the LDA’s initiative to create
a “green enterprise district” in the East End of London.

Construction
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In 2008, Newham had just under 3,000 jobs in the construction industry,
equivalent to 4.2% of employment compared to 2.8% and 2.9% respectively for
the host boroughs and London as a whole. Between 2003 and 2008,
construction employment declined by approximately 350 jobs in the Borough, in
line with the wider trends which saw construction employment decline across
the host boroughs and London.




Construction Employment as a Proportion of Total Employment (2003 & 2008)

m/

Source: ONS, Annual Business Inquiry (2008)

In the long-term, construction employment is expected to decline in line with the
general London trend. However, due to the scale of physical development in the
Borough there are opportunities for construction employment to increase significantly
over the next two decades as regeneration is ongoing.

Social Enterprise
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In addition to traditional for-profit enterprises, Newham has a number of social
enterprises which are an important part of the business base and provide
valuable community services. The government’s Big Society programme
suggests that the third sector could play a more significant role in public sector
delivery and in helping individuals into employment.

In 2009 a comprehensive analysis of social enterprises in Newham identified a
total of 137 social enterprises operating in Newham. This includes four large
organisations, namely Community Links, East Thames Group, Newco and the
Eastwards Trust. These organisations employ a total of 15,000 people, 3,000 of
whom are based in Newham, and have a combined turnover of £235 million.

The graph below shows the types of services delivered by social enterprises in
Newham. For the most part, the services provided by Newham social
enterprises follow a similar profile to that observed nationally. However,
Newham has a far higher proportion of social enterprises providing various
kinds of ‘social assistance’ than is observed nationally. These services vary
from family group conferencing to immigration support and advocacy, as well
as other services such as counselling and addication rehabilitation. The
increased number of organisations offering specialist social assistance is likely
to be in response to the complex social problems arising from the high levels of
deprivation in Newham.




Services Delivered by Newham Social Enterprises (2009)

Source: Van Sertima (2009), The Power of Social Enterprise - And why the public sector can find it difficult to
harness (unpublished paper)

Challenges

Creating the conditions to attract a larger proportion of London’s future growth to
Newham.

Developing the visitor economy around existing and future attractions.
Attracting business services companies to locate in Stratford and elsewhere.
Creating an attractive location for developers and investors in the Royal Docks.

Supporting existing businesses to provide employment in local centres across
the Borough.

Opportunities

Large areas of developable lands which can attract new growth sectors
Existing visitor and retail offers that are unique to London

A strong existing social enterprise and voluntary sector.




