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Executive Summary

The location of high skilled jobs and knowledge intensive businesses has big 
implications for the pay of those workers and the performance of those businesses. 
This is because certain types of information are best communicated face to face, 
and so proximity to other businesses – be they clients, collaborators or competitors, 
- is important. And this phenomenon is becoming increasingly significant - despite 
the ever more sophisticated developments in communications technology and 
claims of the ‘death of distance’, the city centres of our most successful cities are 
playing a growing role in the economic growth of both those cities and the national 
economy overall. 

Leeds is a city that has seen a concentration of economic activity in recent 
years, with its city centre driving overall job creation in the city at a time when its 
neighbours have seen the opposite pattern. This has meant that Leeds city centre 
has not only played an increasing role in the economy of the broader city, but also 
across the city region, especially in terms of creating higher paid employment 
opportunities.

To support the continued growth of Leeds city centre, policy should continue to 
foster the benefits of agglomeration that businesses based in central Leeds profit 
from. This includes permitting the development of office space to meet the future 
demands of business, improving the skills of residents to allow them to access the 
jobs created in the city centre and improving transport links to link workers to jobs 
and businesses to other businesses.
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Introduction

City centres are seen as the civic heart of our cities. But their economic role is less 
well understood.

City centres have traditionally been the centre of retail activity in a city, 
concentrated around the ‘high street’. But they play a much more fundamental 
role in bringing people together to not only exchange goods and services, but to 
exchange ideas and information too. And it is the latter that is likely to become 
increasingly important as the UK economy continues to specialise in activities 
based on ideas and knowledge.

This paper explores the economic role that a city centre plays, and how this is likely 
to change in the future. It then considers the city centre economy of Leeds, looking 
at its size, structure and role that it plays within the wider Leeds City Region.
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The role of a city centre

There are three main benefits to businesses that result from locating in a city, 
known as ‘agglomeration’ benefits. These are:

•  The ability to share inputs, supply chains and infrastructure, such as roads, 
rail and street lights

•  The ability to recruit from a deep pool of workers with relevant skills

•  The ability to exchange ideas and information, known as ‘knowledge 
spillovers’

These benefits operate over different geographies. While the first two benefits 
operate over a city wide level – a business based on a business park has access 
to the same potential recruits as a city centre business – the third operates over a 
much smaller geographic area.1

Box 1: Why knowledge is important2

New knowledge is what allows innovation to occur. Innovation allows us to 
produce new products and services and create more with fewer resources. This 
increases productivity, which drives long run economic growth.

There are two broad types of knowledge – codified and tacit. Codified knowledge 
can be easily communicated through books and so can be spread without the 
need for face-to-face interaction. Tacit knowledge, on the other hand, is much 
harder to embed in people, and so things such as learning a new language or 
learning how to run a business are much better spread through face-to-face 
interaction. This is an important distinction. If tacit knowledge flowed easily 
across the world then it would be very easy for less developed countries to catch 
up to the most developed ones. And within countries it would be easy for poorly 
performing cities to catch up with the stronger performers. This does not occur, 
and so the ability for cities to spread knowledge and ideas is an important part of 
their long run performance.

This is because knowledge – more specifically tacit knowledge (see Box 1) – is 
best spread via face-to-face interactions. And these face-to-face interactions are 
more likely to occur over much smaller distances and in more dense areas where 
both formal and informal meetings are more likely to come about. Within a city, 
this area is the city centre.

There is a large body of evidence to support this. For example, for the advertising 
industry in Manhattan it has been estimated that these knowledge spillovers 
operate over a distance of just over 750 metres,3 while other research finds that 
these agglomeration effects are strongest over a distance of one mile.4 This spread 
of tacit knowledge supports innovation - in the US patent rates have been found 
to be positively associated with employment densities in the urbanised parts of 

1. Rosenthal S & 
Strange W (2001) 
The Determinants 
of Agglomeration, 
Journal of Urban 
Economics, 50, pp 
191-229.
2. Hausmann, Hidalgo 
et al. (2011) The 
Atlas of Economic 
Complexity: Mapping 
the Path to Prosperity, 
Cambridge: MIT Press
3. Arzaghi M & 
Henderson J (2008) 
Networking Off 
Madison Avenue, 
Review of Economic 
Studies (October 2008), 
pp. 1011-1038
4. Rosenthal S & 
Strange W (2003) 
Geography, Industrial 
Organization, and 
Agglomeration, 
Review of Economics 
and Statistics (May 
2003), pp. 377-393
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metro areas, suggesting that density helps spur innovation. The citations of patents 
are also more likely to come from the same area as the patent itself.5 It also boosts 
productivity - a number of studies have found that productivity increases with 
employment density.6 This means that concentrating economic activity makes cities 
more productive. And increases in productivity drive long run economic growth.

Box 2: Definition of city centres

In the following analysis of the city centres of all cities in Britain, city centres are 
defined by drawing a circle around a central point in each city centre. The radius 
of the circle varies according to population size. These variations are:

•  2.0 mile radius for London

•  0.8 mile radius for cities with populations between 600,000 and 2.5 million 
in 2011

•  0.5 mile radius for cities with populations under 600,000 in 2011

It is for this reason that around 9 per cent of all private sector jobs in the UK are 
located in the city centres of the 10 largest cities, despite these city centres 
accounting for just 0.03 per cent of all land in the UK. And this occurs despite the 
higher costs of being based in a city centre. The average rateable value of office 
space - a proxy for office rents – in these city centres is 69 per cent higher than 
the England and Wales average.7 Businesses pay a premium to be based in one of 
these city centre locations.

Of course, not all businesses prefer city centre locations. As Figure 1 shows, of all 
the manufacturing and construction jobs in cities, just 6 and 7 per cent of these 
jobs respectively are located in or close to city centres. This is because these types 
of activities require cheap land and good transport links more than they require 
access to knowledge and information. But the opposite is the case for knowledge 
intensive business services (KIBS) jobs, which include professional services, law 

5. Carilino G, 
Chattergee S & 
Hunt R (2006) Urban 
Density and the Rate 
of Invention, Working 
Paper 06-14 (Federal 
Reserve Bank of 
Philadelphia, 2006); 
Jaffe A, Trajtenberg 
M & Henderson R 
(1993) Geographic 
Localisation of 
Knowledge Spillovers 
as Evidenced by Patent 
Citations, Quarterly 
Journal of Economics, 
vol. CVIII, August, no. 
3, pp577-598. 
6. Ciccone A & Hall 
R (1996) Productivity 
and Density of 
Economic Activity, The 
American Economic 
Review, 86; Graham D 
(2007) Agglomeration 
Economies and 
Transport Investment, 
Journal of Transport 
Economics and Policy 
41 (3)
7. City centres 
are defined as the 
MSOAs that most 
closely associate to 
the central business 
district. Data is for 
England and Wales 
only, and so excludes 
Glasgow. Source: 
Neighbourhood 
statistics, Commercial 
and Industrial 
Floorspace and 
Rateable Value 
Statistics (2005 
Revaluation), 2008 
data
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Figure 1: Concentration of jobs in the central areas of city centres, 2011

Source: ONS Business Demography Database
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and IT businesses. Whereas around 24 per cent of private sector jobs8 in cities are 
located in or around city centres, this figure is 41 per cent of KIBS jobs. And it is 
even higher for financial services jobs, a subset of KIBS jobs: one in two of these 
jobs are based in city centres.

These businesses in particular are more productive when they locate near to their 
clients, competitors and collaborators, both within and across sectors.9 It is this 
increase in productivity that offsets the increased costs of a city centre location - 
such as higher office costs and increased congestion - so resulting in the outcome 
shown in Figure 1.

And these jobs tend to be higher skilled, higher paid jobs. In city centres, 50 per 
cent of the jobs tend to be taken by graduates, as opposed 33 per cent for all 
other parts of England and Wales.10 Measuring wages in city centres tends to be 
more difficult, as this data is reported at the local authority level only. The one 
exception is London – the structure of local government means that we can look at 
wage levels of central London boroughs. Due to the benefits of agglomeration, the 
average workplace wage in inner London is 45 per cent higher than that of the rest 
of the capital.11 

While we can’t look at wage levels elsewhere, we can look at where high-skilled 
people work. In city centres where density is higher, the share of graduates in the 
workforce also tends to be higher too, as shown in Figure 2. Assuming that workers 
holding a degree get paid more than non-graduates, this would suggest that 
average wages in city centres are higher where density is greater.

9 Graham D (2007) Agglomeration Economies and Transport Investment, Journal of Transport Economics and Policy 
41 (3)
10 Source: ONS, Census 2011
11 Source: ONS, Annual Survey of Hours and Earnings - workplace analysis, 2013 data
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Figure 2: Density of workers and share of graduates in city centres, 2011
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8. Defined as all jobs 
minus those in the 
standard industrial 
codes for Public 
administration and 
defence, education 
and health.
9. Graham D (2007) 
Agglomeration 
Economies and 
Transport Investment, 
Journal of Transport 
Economics and Policy 
41 (3)
10. Source: ONS, 
Census 2011
11. Source: ONS, 
Annual Survey of 
Hours and Earnings 
- workplace analysis, 
2014 data
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The increasing importance of city centres

Because of global competitive pressures the UK is very likely to continue to 
specialise in knowledge intensive types of activities. This means that proximity is 
likely to become an increasingly important factor in the economic performance 
of our cities. Given that proximity is fostered in city centre locations, city centre 
economies are not only likely to play an increasing role in the economies of their 
cities, but an increasing role in the performance of the national economy.

This runs counter to the idea that ever more sophisticated advances in 
communications technologies have resulted in the ‘death of distance’. Innovations 
such as email and video conferencing have not led to a rise in home working, nor 
have they rendered proximity irrelevant. In recent years jobs, and KIBS jobs in 
particular, have increasingly concentrated within the city centres of London and 
other large cities.12

As noted above, this is because it is face-to-face interaction that that facilitates 
the spread of knowledge. And it is this reason that Yahoo, which specialises in 
telecommunications technologies, has banned home working.13

The second order impacts of the city centre economy

The primary implication of these patterns is that to support future sustainable 
economic growth, cities increasingly require a city centre that is an attractive place 
to do business. But there are several second round implications that city centre 
performance has on wider economic performance. These are:

1.  Access to jobs - Jobs based in city centres are much easier to serve by 
public transport than jobs that are spread across a city. This is particularly 
important for low-skilled workers. Lower income groups are more dependent 
on public transport - 43 per cent of people living in households in the lowest 
real income group have no access to a car or van compared to 8 per cent 
of people living in households in the highest real income group,14 while 
over two-thirds of Jobseekers Allowance claimants have no access to their 

12. Swinney P and 
Sivaev D (2013), 
Beyond the High 
Street: Why our city 
centres really matter, 
London: Centre for 
Cities
13. http://www.
theguardian.com/
technology/2013/
feb/25/yahoo-chief-
bans-working-home, 
accessed 7th October 
2014;
14. Department for 
Transport (2009) 
National Travel Survey

http://www.theguardian.com/technology/2013/feb/25/yahoo-chief-bans-working-home
http://www.theguardian.com/technology/2013/feb/25/yahoo-chief-bans-working-home
http://www.theguardian.com/technology/2013/feb/25/yahoo-chief-bans-working-home
http://www.theguardian.com/technology/2013/feb/25/yahoo-chief-bans-working-home
http://www.theguardian.com/technology/2013/feb/25/yahoo-chief-bans-working-home
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own car or cannot drive.15 Lower income groups also tend to travel shorter 
distances, with commuting horizons typically being less than 10 miles per 
day.16 This means that access to employment sites in out-of-town locations, 
which tend to be less well served by public transport, are not as accessible 
to lower paid workers.

2.  The environment – Having jobs concentrated in city centres reduces the car 
dependency of a city. For example, 63 per cent of people who work in city 
centres use public transport or travel by bicycle or foot to work, compared 
to 23 per cent who do not work in city centres.17 This is one of the reasons 
why London’s road transport emissions are amongst the lowest out of all UK 
cities - the concentrated nature of its economy (central London accounts for 
30 per cent of the capital’s jobs), underpinned by its public transport system, 
reduces car dependency and encourages public transport usage.

3.  The high street - Past and current government policy towards city centres 
narrowly focuses on the performance of the high street. But retail is a 
secondary activity that feeds off the primary activities of a city centre 
economy. Employment in particular pulls people in to city centres, 
increasing footfall and so creating a market for retailers and restaurateurs 
to sell to. Those cities with strong city centre economies tend to have a 
strongly performing high street, while those cities with a more dispersed 
economy have lower footfall in their city centres and their high streets 
struggle as a result.

15 PTEG (2011) Total Transport Leeds: PTEG
16 Department for Transport (2009) National Travel Survey
17 Source: ONS, Census 2011

15. PTEG (2011) Total 
Transport Leeds: PTEG
16. Department for 
Transport (2009) 
National Travel Survey
17. Source: ONS, 
Census 2011
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Private Sector Jobs, 2011
138 - 1,063

1,064 - 2,475

2,476 - 5,260

5,261 - 8,979

8,980 - 24,115

24,116 - 55,735

The Leeds city centre economy

Leeds city centre is a significant part of the wider Leeds economy. Although it 
accounts for just 0.5 per cent of all land in the city, there are around 56,000 private 
sector jobs in the city centre, accounting for 20 per cent of all the private sector 
jobs in the city.

Figure 3: Private sector jobs in Leeds, 2011

Source: ONS Business Demography Database. Contains Ordinance Survey Data © Crown copyright and database right 2014

The nature of these jobs is very knowledge focused. As shown in Figure 4, of all 
the private sector jobs that are in Leeds city centre, one in two is in KIBS activities. 
This is because of the advantages that a city centre location brings to these types 
of businesses that are discussed above. And these benefits clearly outweigh 
the increased costs of locating in the city centre – jobs cluster in the city centre 
despite office costs being an estimated 25 per cent higher than the city average.18

18. Rateable values 
of offices are used 
as a proxy for office 
rents. The figure for 
Leeds city centre was 
created by aggregating 
the latest available 
data on individual 
offices from the 
Valuation Office 
Agency. Data for 
Leeds local authority 
is 2012 data. Source: 
Valuation Office 
Agency
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Box 3: Definition of Leeds city centre

Unless otherwise stated Leeds city centre is defined as:

•  the blue line when using data from the Business Structure Database, a 
bespoke definition created using aerial maps of the city centre; or

•  the red area corresponding to the middle super output area Leeds 111 when 
using Census 2011 data:
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KIBS Retail Restaurants Manufacturing Other

City centre

City wide

Figure 4: Share of private sector jobs by sector in Leeds and its city centre, 
2011

Source: ONS Business Demography Database

Source: MSOAs, 2011. Contains data Contains Ordnance Survey data © Crown copyright and database right 2014.
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19. 1998-2008 is used 
to look at the decade 
before the downturn.

The increasing importance of Leeds city centre19

In line with most other large cities in the UK, Leeds city centre has grown in 
importance in recent years. In 1998, 18 per cent of the city’s private sector jobs 
were in the city centre. By 2008 this had grown to 21 per cent. This was because 
the city centre was the driver of the overall number of private sector jobs created in 
the 10 years before the downturn, accounting for 41 per cent of all net new private 
sector jobs created in the city over this time. 

19 1998-2008 is used to look at the decade before the downturn.

Elsewhere in Leeds, the White Rose shopping centre, Thorpe Park business park, 
Seacroft Industrial & Trade Park and Hunslet created many thousands of net new 
private sector jobs, while Beeston and Holbeck saw the largest net decline of 
private sector jobs.

Change in private sector
jobs 1998-2008

-3,278 - -1,000

-999 - 0

1 - 1,000

1,001 - 3,000

3,001 - 6,549

6,550 - 15,940

Figure 5: Net new private sector job creation across Leeds, 1998-2008

Source: ONS Business Demography Database. Contains Ordinance Survey Data © Crown copyright and database right 2014
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Private sector job density, by MSOA
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Figure 6: Density of jobs across Leeds City Region, 2011

Source: ONS Census 2011. Contains Ordinance Survey Data © Crown copyright and database right 2014

20. The definition 
of Leeds city centre 
differs here from 
elsewhere in the 
report in that it is 
defined as a circle of 
radius 0.8 miles from 
the Henry Moore 
Institute. All other city 
centres are defined as 
a circle of radius 0.5 
miles from a suitable 
city centre location.

Leeds city centre plays a crucial role in the Leeds City Region

The growing importance of the city centre of Leeds has come at a time when the 
city centre economies of other cities in the city region have struggled. Leeds city 
centre was the only city centre in the city region to see an increase in its share of 
city wide private sector jobs, with its city centre growing at a faster rate than the 
rest of the city.20

This means that increasingly Leeds city centre is playing the role of the city centre 
for the entire city region. Leeds city centre accounts for around 0.04 per cent of all 
land in Leeds City Region, but accounts for 6.2 per cent of all private sector jobs. 
As shown in Figure 6, this makes Leeds city centre by far the most dense area in 
the city region, with an average of 241 private sector jobs per hectare – an area 
equivalent to an international rugby pitch.
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As set out above, the benefits of a city centre location are best realised by higher 
skilled jobs in knowledge based activities. This is why 9 per cent of all Leeds City 
Region’s high-skilled jobs in the private sector are in Leeds city centre.21 Figure 
7 shows the distribution of these jobs across the city region. These patterns are 
even more acute in specific sectors. For higher skilled jobs in Financial, Real Estate, 
Professional and Administrative activities, 16 per cent of jobs in these sectors is in 
Leeds city centre.22

Number of high skilled private sector workers, by MSOA
69 - 429

430 - 839

840 - 1,635

1,636 - 3,671

3,672 - 8,207

8,208 - 29,171

Figure 7: Location of high-skilled jobs across Leeds City Region, 2011

Source: ONS Census 2011. Contains Ordinance Survey Data © Crown copyright and database right 2014
Note: High-skilled workers are defined as the standard occupational codes of managers, directors and senior officials, professional 
occupations and associate professional and technical occupations.

21. High-skilled 
jobs are defined 
by those in the 
standard occupational 
classes of managers, 
directors and senior 
officials, professional 
occupations and 
associate professional 
and technical 
occupations. Source: 
ONS, Census 2011
22. The Census 
is the only data 
source where 
jobs by industry 
can be obtained. 
Unfortunately data is 
not detailed enough 
to look at occupations 
in KIBS industries.
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Whilst based in Leeds city centre, these jobs aren’t just accessed by Leeds 
residents. When recruiting for jobs, Leeds city centre businesses draw on the pool 
of skilled workers from across the city region. Figure 8 shows the number of people 
that commute into the city centre from surrounding areas.23 Around 30 per cent 
of people that work in Leeds city centre travel from elsewhere in the Leeds City 
Region, and 8 per cent live even further afield.

23. This analysis 
is for all jobs as a 
breakdown by industry 
is not available.
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Figure 8: Commuting to Leeds city centre, 2011

Source: ONS Census 2011. Contains Ordinance Survey Data © Crown copyright and database right 2014

The recruitment pool is particularly wide for businesses searching for high-skilled 
workers. An estimated 46 per cent (19,200) of high-skilled workers come from 
outside of Leeds local authority, of which 14,600 (35 per cent of all high-skilled 
workers that work in Leeds city centre) live elsewhere in the city region. 

This matters for two reasons. Firstly, it shows the role that Leeds city centre plays 
in providing high-skilled work to residents outside of the immediate city boundaries. 
But it also shows the importance of the rest of the city region to the businesses of 
Leeds city centre. The ease to which businesses can recruit the right workers will 
be a big factor in the location decisions of businesses and their ensuing growth.
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24. Moretti, E (2013) 
The New Geography 
of Jobs, New York: 
Houghton Mifflin 
Harcourt
25. Green A (2009), 
Geography matters: 
The importance 
of sub-national 
perspectives on 
employment and skills, 
Wath-Upon-Dearne: 
UK Commission for 
Employment and Skills 
p.14-15

The city centre isn’t just about access to high-skilled jobs

The Leeds city centre economy generates a wide range of jobs – such as those 
working in support roles in knowledge intensive businesses, as well as in retail, 
restaurants and other services that benefit from the spend of the workers that 
commute into the city centre. Research in America has shown for every ‘hi tech’ job 
created in a city, five are generated in other areas of the economy, both in high and 
low-skilled occupations.24  This means that Leeds city centre also has the greatest 
concentration of low-skilled workers across the city region, as shown in Figure 9 
(although the differential is much lower between the city centre and other places).

24 Moretti, E (2013) The New Geography of Jobs, New York: Houghton Mifflin Harcourt

The absolute scale of jobs available is important for the job opportunities it creates 
for residents. But the types of jobs available, and the opportunity for career 
progression, is also important. Given the mix of jobs available in Leeds city centre 
it is likely that it also offers some of the greatest career progression opportunities 
within the Leeds City Region.

Because of the lower travel distances that lower skilled workers tend to undertake,25 
a greater share of these workers tend to live within Leeds local authority – 75 
per cent of low-skilled workers that work in the city centre live within the city 
boundaries. This means that Leeds city centre is an important source of work for 
Leeds residents with few qualifications, and is therefore an important source for a 
range of jobs, from entry level to highly paid.

Number of low skilled private sector workers, by MSOA
104 - 521

522 - 1,050

1,051 - 1,797

1,798 - 3,013

3,014 - 5,327

5,328 - 17,818

Figure 9: Location of low-skilled jobs across Leeds city region, 2011

Source: ONS Census 2011. Contains Ordinance Survey Data © Crown copyright and database right 2014
Note: Low-skilled workers are defined as the standard occupational codes of sales and customer service occupations, process, 
plant and machine operatives and elementary occupations.
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The wider role of Leeds city centre

Although the role that Leeds city centre plays in the economy should be the 
principle focus of economic development policy, it also plays a number of different 
roles in the city too, including as a place of learning and leisure.

Figure 10 maps out the location of educational, health, cultural and civic institutions in 
the city centre, as well as transport nodes. Leeds city centre has a number of cultural, 
civic and educational amenities, particularly towards the north of the city centre.

Figure 10: Location of institutions in Leeds city centre

26.  The Grand 
Theatre and Opera 
House Leeds, 
Student Resources 
Pack. Accessed on 
16th October 2014 
at https://www.
cityvarieties.co.uk/
ArticleMedia/
Files/Student%20
resource%20pack%20
2012.pdf
27.  HESA 2014, 
All staff by HE 
institution, academic 
employment 
marker and mode of 
employment 2012/13; 
HESA 2014, Table 1 
- All students by HE 
institution, level of 
study, mode of study 
and domicile 2012/13
28.  Research by 
Brookings suggests 
that Government 
spending of this sort 
helps underpin wider 
innovation in areas 
densely populated 
by businesses. See 
Katz B and Wagner 
J (2014), The Rise of 
Innovation Districts: 
A New Geography 
of Innovation in 
America, Washington 
DC: Brookings

Education

Health

Cultural and civic

Transport

Source: Streemap, ESRI

These amenities draw in people from a wide area. The Leeds Grand Theatre & 
Opera House, for example, has a catchment area of around 40 miles,26 and they 
pull in a substantial number of people. The vast majority of the 56,000 students at 
Leeds and Leeds Beckett universities study at the campuses on the fringes of the 
city centre, and these campuses employ the majority of the universities’ 11,000 
staff.27 Leeds General Infirmary (LGI) also draws in a large number of people on a 
daily basis, employing in total 7,000 people.

Both the LGI and the universities have a potentially important role to play in 
supporting innovation in the city centre. Given the research and teaching that is 
conducted in both it is likely that there will also be knowledge spillovers generated 
that benefit local businesses. Work by the Brookings Institute has looked at the role 
that such institutions play in cities in America, identifying them as anchors in what 
they call ‘innovation districts’. These districts result from information and ideas 
being able to be exchanged more easily as a result of the proximity of different 
businesses and research institutions.28
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The economic impact of good quality public realm is much more difficult to 
disentangle.29 But the way that public realm is designed and laid out influences the 
way that people interact in and travel across a city centre.30 This means that it will 
have an impact on business location decisions and the way that different cultural, 
medical and educational institutions are linked to each other and to the business 
community of the city centre. This in itself is likely to facilitate interactions not only 
between businesses but also between the university, the hospital and the private 
sector, increasing the amount of innovation that occurs within the city centre.

29.  What Works 
Centre for Local 
Economic Growth 
(2014) Briefing: Public 
Realm, London: 
What Works Centre 
for Local Economic 
Growth
30.  Hillier B, 
Grajewski T, Jones 
L, Jianming X and 
Greene M (1990) 
Broadgate Spaces, 
Life in Public Places, 
London: UCL. 
Space Syntax (2006) 
Nottingham Old 
Market Square Public 
Realm Study, London: 
Space Syntax
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Implications for policy and future growth in Leeds city 
centre 

For Leeds city centre to continue to grow in the future, businesses will require the  
following:

•  Appropriate space to do business

•  A deep pool of appropriately skilled workers

•  Good transport conections to link workers to businesses and businesses to 
other businesses

Appropriate space to do business

The industrial make-up of the city centre has big implications for the mix and 
use of commercial property in it. Figure 11 shows that around 59 per cent of all 
commercial floorspace in Leeds city centre is office space (639,000 m2), while 
retail accounts for 28 per cent (305,000 m2).31 
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Figure 11: The make-up of commercial property by floorspace in 
Birmingham, Leeds and Sheffield city centres, 2014

Source: Valuation office agency, Centre for Cities calculations

31. Floorspace data 
on pubs is unavailable 
and excluded from 
the total. Source: 
Valuation office 
Agency
32. Swinney P and 
Sivaev D (2014), 
Beyond the High 
Street: Why our city 
centres really matter, 
London: Centre for 
Cities

To give some sense of comparison, these statistics are compared to Birmingham – a 
city with a strong city centre economy – and Sheffield – a city that has a much weaker 
city centre economy.32 There are a number of things to note. Firstly, Leeds city centre 
has a much larger amount of commercial floorspace than Sheffield, with the former 
being 34 per cent larger than the latter. Secondly, offices account for a much larger 
share of overall floorspace in Leeds (59 per cent) and Birmingham (59 per cent) than 
in Sheffield (43 per cent). And thirdly, despite being much smaller than Leeds and 
Birmingham overall, the supply of retail space is broadly comparable between the 
three city centres.

Despite the much higher supply of office space in Leeds and Birmingham, rents 
tend to be much higher than in Sheffield. The average rateable value of office space 
in Leeds city centre is 1.8 times higher than it is in Sheffield. This suggests that the 
Leeds city centre economy is better able to facilitate knowledge spillovers, which 
make its businesses more productive, than the Sheffield city centre economy because 
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33. A similar analysis 
of Birmingham city 
centre shows that 
the make-up of 
Birmingham city 
centre, which has 
seen strong private 
sector net job creation 
in recent years, to be 
very similar to Leeds 
city centre.

businesses are prepared to pay a premium to be based in Leeds. The higher 
demand for office space suggests that the higher costs are more than outweighed 
by the extra benefits.

The challenge for policy is to ensure that these office costs do not become 
prohibitively expensive as a result of too few offices being available. In light of 
the likelihood of city centres becoming ever more important for future economic 
growth, the continued supply of appropriate office space will be an important 
element of facilitating the continued growth of the Leeds city centre economy. The 
redevelopment of the South Bank and the planned location of the HS2 station is 
likely to form an important part of increasing the future supply of office space in 
the city centre. Looking to modify office stock that is currently vacant will also be 
important, renovating it to ease pressure in segments of the market where there is 
currently a shortage of space.

The balance of office to retail space appears to be much healthier in Leeds city 
centre than in Sheffield. As noted above, the performance of retail is dependent 
on the success of the wider city centre economy, as office-based businesses pull 
in many thousands of workers into the city centre each day. This creates a market 
for retailers, as well as bars and restaurants. Despite having a comparable amount 
of retail space, the Sheffield city centre economy pulls in many thousands fewer 
workers each day, suggesting that it doesn’t have the footfall to support this amount 
of retail space.33 

Unlike Sheffield, Leeds is likely to have a requirement for more retail space, 
especially given that rateable values are 2.3 times what they are in Sheffield city 
centre. But any new proposals to increase the amount of retail space should be 
made based on information about the cost of retail space, the likely future growth 
of jobs in the city centre and consideration of any displacement effect it might have 
on other parts of the city centre.

As well as the properties themselves, the spaces between these properties will 
also have an influence on the attractiveness of the city centre as a business 
location. The proposed Business Improvement District (BID) in Leeds presents an 
opportunity for the more proactive and co-ordinated management of this space. A 
key focus of the BID, should it be successful, should be on tackling the barriers that 
private sector businesses consider as impediments to their growth, including the 
quality and use of public realm, rather than focus too narrowly on retail. Newcastle 
NE1 is an example of a BID doing just that – co-ordinating a successful submission 
to the Regional Growth Fund to improve access to the city’s main train station.

As well as strengthening the business space offer, the continued investment in 
research facilities and amenities will have a role to play in supporting the continued 
success of Leeds city centre. Many of the decisions around such investment will 
be made at the national level. In view of the increasing importance of Leeds city 
centre to the national economy, such investments should be made in view of the 
positive contribution they will make to the current chancellor’s focus on creating a 
‘Northern Powerhouse’.
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34. A similar analysis 
of Birmingham city 
centre shows that 
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Birmingham city 
centre, which has 
seen strong private 
sector net job creation 
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very similar to Leeds 
city centre.

A deep pool of appropriately skilled workers

The quality of commercial space is only one part of what makes Leeds city centre 
an attractive place to do business. Another crucial element is the availability 
of workers. Around 280,000 graduates live within 18 km of Leeds city centre, 
accounting for 18 per cent of the total working age population.34 In terms of scale, 
this is smaller than both Birmingham (366,000) and Manchester (465,000), while 
in terms of share of the population it’s smaller than Bristol and Cardiff. A key 
focus of policy for the city region should be to continue to improve the skills and 
qualifications of its residents so that all businesses, including those in the city 
centre, can recruit the workers they require.

The BID could also serve a role here, acting as a forum to canvas views on skills 
shortages that are posing problems for rate payers. This information should be 
shared with both the local authority and local further education colleges to help 
tailor policies around skills and guide the provision of new courses. There is also 
the potential for the BID to liaise between the colleges and employers to create 
and facilitate work experience schemes. This would allow residents to get on the 
job training and experience, while providing a new avenue for recruitment for 
businesses.

34 Eighteen kilometres was defined as the upper quartile of commuting distances by managers and senior officials in 
Green A (2009), Geography matters: The importance of sub-national perspectives on employment and skills, Wath-
Upon-Dearne: UK Commission for Employment and Skills p.14-15
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Good transport connections to link workers to businesses and 
businesses to other businesses

Of course, workers in the Leeds City Reion need to be connected to jobs through 
an efficient transport system. And for the city centre in particular, public transport 
is going to become increasingly important. If an increasing share of the economy 
is to be located in such a small area of land – because of the benefits of density 
– then private transport will become less and less practical as a result of the 
congestion this would create. 

Car parking also reduces the benefits of density. One parking space takes up the 
space of an office cubicle.35 This means that car parks make city centres less dense 
and are very expensive in the most successful urban cores. Sydney Trains estimate 
that to carry 1,000 people requires one eight carriage train, 15 buses or between 
250 and 1,000 cars. Car parking for these cars would take up 1.37 hectares of 
space in Sydney’s Central Business District.36

On the flip side improving transport services has a positive impact on 
agglomeration. Research in the USA has found that doubling public transport 
services increased employment densities and increased wages by between 1.1 and 
1.8 per cent.37

This means that improvements to the coverage and frequency of public transport 
will be required to support the future growth of Leeds city centre. In part this will 
be achieved through investment in new infrastructure, such as the New Generation 
Transport trolleybus, and through the creation of the West Yorkshire Plus Transport 
Fund.38 But better management of transport is likely to bring large gains too, and the 
West Yorkshire Combined Authority should look to create a transport model based 
on that of Transport for London (TfL).

35 Glaeser E. (2011), Triumph of the City, London: Macmillan
36 http://www.sydneytrains.info/about/environment/ accessed 15 May 2014
37 Chapman D & Noland R (2013) Transit Service, Physical Agglomeration and Productivity in US Metropolitan Areas, 
Urban Studies 0042098013494426, first published on August 1, 2013  
38 Announced as part of the Leeds City Region Local Growth Deal. See Cabinet Office (2014) Leeds City Region Local 
Growth Deal, London: The Stationery Office

http://www.sydneytrains.info/about/environment/
http://www.sydneytrains.info/about/environment/
http://www.sydneytrains.info/about/environment/
http://www.sydneytrains.info/about/environment/
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The TfL model has a number of advantages over transport provision in other cities.39 

•  It has control over the provision of bus services, allowing it to set fares and 
routes

•  It can negotiate longer term funding settlements

•  It can raise money to pay for new infrastructure, as it has for Crossrail using a 
business rates supplement

•  It manages a number of different modes of transport, including traffic lights, 
cycle lanes and some local train services. This allows it to co-ordinate 
transport services

•  It has a transport strategy that is integrated with other policy areas, allowing 
for a more co-ordinated approach to policy

Connections between Leeds and other cities are also important to link businesses 
to other businesses. Despite connecting around 90,000 KIBS jobs in the wider city 
centres of Manchester and Leeds, the rail link between these two cities is one of 
the slowest of all the links between big cities. In future upgrades of the existing 
rail network by Network Rail and the Department for Transport, this link should be 
considered as a priority.40

39 Wilcox Z, Nohrova, N and Bidgood E (2014) Delivering change: Making transport work for cities, London: Centre for 
Cities
40 Swinney P and Bidgood E (2014) Fast Track to Growth: Transport Priorities for Stronger Cities, London: Centre for 
Cities
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The public sector as an employer

The location of public sector employment also has important implications for the 
economy. The concentration of these jobs is likely to spur demand in the retail and 
leisure sectors in the same way as concentrating private sector jobs, while it will 
also increase the viability and usage of public transport. And this will be particularly 
important for research elements of the public sector, for example elements of the 
NHS, that stand to benefit from interacting with other institutions and businesses.

Any concentration of public sector jobs should be done in line with an increase 
in office space. Pushing up demand from the public sector without having an 
appropriate increase in office space will push up office costs for both the public 
and private sectors. 
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Conclusions

Despite the ever more sophisticated developments in communications technology 
and claims of the ‘death of distance’, proximity and the location of economic 
activity are becoming increasingly important for overall economic growth. This 
means that the performance of city centre economies will play an ever larger role 
not just in the economic performance of cities but of the national economy as a 
whole.

Leeds is a city that has benefited from the concentration of economic activity, with 
its city centre driving overall job creation in the city at a time when its neighbours 
have seen the opposite pattern. This has meant that Leeds city centre has not 
only played an increasing role in the city wide economy, but in the city region 
wide economy, especially when it has come to creating higher paid employment 
opportunities.

To support the continued growth of Leeds city centre, policy should continue to 
foster the benefits of agglomeration that businesses based in central Leeds profit 
from. This includes permitting the development of office space to meet the future 
demands of business, improving the skills of residents to allow them to access the 
jobs created in the city centre and improving transport links to link workers to jobs 
and businesses to other businesses.
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Appendix: Sector definitions, SIC 03

Knowledge intensive business services41

65 : Financial intermediation, except insurance and pension funding

66 : Insurance and pension funding, except compulsory social security

67 : Activities auxiliary to financial intermediation

7011 : Development and selling of real estate

7032 : Management of real estate on a fee or contract basis

7210 : Hardware consultancy

7221 : Publishing of software

7222 : Other software consultancy and supply

7230 : Data processing

7240 : Data base activities

7411 : Legal activities

7412 : Accounting, book-keeping and auditing activities; tax consultancy

7413 : Market research and public opinion polling

7414 : Business and management consultancy activities

7415 : Management activities of holding companies

7420 : Architectural and engineering activities and related technical consultancy

7430 : Technical testing and analysis

7440 : Advertising

7450 : Labour recruitment and provision of personnel

Financial services

65. Financial intermediation, except insurance and pension funding

66. Insurance and pension funding, except compulsory social security

67. Activities auxiliary to financial intermediation

41 As defined in Office of the Deputy Prime Minister (2006), State of the English Cities, London: the Stationery Office

41.  As defined in 
Office of the Deputy 
Prime Minister (2006), 
State of the English 
Cities, London: the 
Stationery Office
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