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Aims: 

• To account for the growing importance of the financial services sector to the UK 

economy. 

• To explain the uneven geography of financial services employment and the 

concentration of financial services in particular cities. 

• To map the changing geography of UK financial centres and identify ‘winners’ and 

‘losers’ in the spatial competition to attract financial jobs. 

 

1. Introduction 
 

Since at least the 1980s both London’s financial district and the financial services sector more 

generally have become increasingly important to the UK economy. The role of financial 

services as a key engine of economic growth has led recent writers to argue that the UK 

should now be considered a financialised economy (Erturk et al. 2008); that is, one in which 

the corporate sphere is increasingly dominated by the demands of financial markets, and the 

economy is increasingly dependent upon the financial services industry to sustain growth. 

The most visible spatial manifestation of the financialisation of the UK economy has 

been the growing significance and prestige of financial centres.  Following a long period of 

relative decline, the late 1970s and 1980s not only witnessed a renaissance in the City of 

London’s role as a premier international financial centre, but also the resurgence of the 

fortunes of many provincial centres (Leyshon, et al. 1989).  Large provincial cities, such as 

Edinburgh, Manchester, Bristol, and Leeds, have competed with one another to attract 

financial firms, and have sought to position themselves as leading financial centres on the 

regional, national and international stage (see Figures 1 & 2).  For these cities, their 

reinvention as financial centres has been central to job creation efforts and city centre 

regeneration strategies in the wake of earlier episodes of deindustrialisation.  However, the 

severity and extent of the financial crisis of 2007-2008 has raised serious questions over the 

future of a finance-led model of economic growth (French et al. 2009), not only for the UK as 

a whole, but for individual cities and regions. 

 

*** Figures 1 & 2 about here *** 

 

*** Table 1 about here *** 
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In this chapter we examine the changing geography of UK financial centres.  Our 

analysis is based on an examination of Office for National Statistics’ (ONS) employment 

data, as well as previous studies of financial centres.  In terms of the former, financial services 

are broadly defined to include activities such as banking and insurance, grouped under the 

heading of financial intermediation in the ONS Standard Industry Classification (SIC), as well 

as legal services and accountancy (Table 1).  This is for two reasons: first, much of the 

commercial activity conducted by legal and accounting firms complements and overlaps with 

the services offered by financial services companies; second, previous analyses have made 

clear the significant role played by these in the development of provincial financial centres 

over the past two decades (French and Leyshon, 2003; Leyshon et al. 1989).  The remainder 

of the chapter is organized as follows.  In Part 2 we begin by looking in more detail at the 

factors behind the growing significance of the financial services industry during the last 

quarter of a century or so and explanations for the concentration of financial services in 

financial centres.  In Part 3 we map out the changing geography of financial services 

employment and identify ‘winners’ and ‘losers’ in the spatial competition to attract financial 

corporations and jobs.  Part 4 concludes the chapter by considering the likely impact of the 

2007-2008 financial crisis on the future geography of UK financial centres. 

 

2. Financial Centre Dynamics 
 

Before looking in detail at the contemporary geography of financial centres, it is important to 

provide a brief overview of the history of financial services in the UK and of the factors that 

influence the growth and dynamics of financial centres.  Financial services employment has 

grown markedly over the past two decades.  In 1984 the financial services sector accounted 

for just over 1 million full-time equivalent (FTE) jobs (FTE employment is calculated by 

adding half the number of part-time to the total number of full-time jobs), by 2006 

employment had grown to approximately 1.4 million FTE jobs, an increase of 36%.  During 

this period not only was there an absolute increase in employment in the sector, but the 

contribution of financial services to national employment grew from 5.55% to 6.30%.  As 

well as being an increasingly important source of employment, the financial services industry 

also contributes significantly to UK gross domestic product (GDP) and tax receipts.  Financial 

services employees accounted for some 13.0% of total UK income tax revenue in 2006, and 
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financial services firms contributed more than a quarter (27.0%) of all UK corporation tax 

(IFSL, 2008).  Furthermore, in 2006 the financial services industry’s share of UK GDP 

amounted to 7.7% (IFSL, 2008).  Despite the ravages of the financial crisis, bank assets were 

still equivalent to over 400% of GDP by the end of 2008 (Economist, 2009). 

The growth in importance of financial services can in part be understood as an 

outcome of a policy of competitive re-regulation of both wholesale markets (international 

financial markets and commercial finance activities that are chiefly located in London) and 

retail markets (personal and high-street financial services) by the Conservative government 

during the 1980s.  The system of structural regulation that had prevailed for much of the post-

war period was replaced by a new regime of prudential regulation.  For retail financial 

services markets, the Building Societies Act and the Financial Services Act (both passed in 

1986) made it possible for financial services firms to compete much more freely with one 

another in what were previously strictly circumscribed product markets.  It has now become 

commonplace, for example, for banks to offer mortgages, the traditional raison d’être of 

building societies, and for building societies, conversely, to offer current accounts.  Rather 

than guard against financial instability through the application of strict rules on what products 

different types of financial institution were allowed to offer, and in what markets they are 

allowed to do business, henceforth the stability of the financial system was to be ensured by 

firms demonstrating compliance with regulatory requirements for prudential financial 

management. These requirements largely took the form of rules governing the size of 

financial reserves banks, building societies and insurance companies must hold.  While the 

system of prudential regulation has recently come under serious scrutiny following the 

government rescue of Northern Rock, the Royal Bank of Scotland, and Lloyds-HBOS in 

2007-2008, the increase in competition that occurred following its introduction spurred 

financial innovation.  Notable innovations included the development of new retail financial 

services markets for sub-prime and buy-to-let mortgages, the repackaging or securitisation of 

consumer debt to be traded in the secondary banking markets, as well as the development of 

new delivery channels such as telephone and Internet banking. 

Processes of financial innovation, securitisation and re-regulation have, in turn, driven 

the increasing financialisation of corporate and everyday life.  In the case of the former it has 

been argued that there has been a significant shift in the strategic orientation of corporations, 

whereby competition in product markets has become subsidiary to the principal aim of 

securing ‘shareholder value’ to satisfy the demands of financial markets (Erturk et al. 2008).  

Everyday life is also argued to have become financialised as households and individuals are 
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increasingly compelled to make provision for their own long-term financial futures in the face 

of the retreat of the welfare state and the demise of final salary occupational pension schemes 

(Langley, 2008).  In turn the financialisation of everyday life, underwritten by the growing 

importance governments have come to place on market solutions and the need for individuals 

to exercise greater personal responsibility, has significantly increased the demand for 

financial services. 

However, the economic benefits accrued from the rapid expansion of the financial 

services industry have been highly geographically uneven.  Firms have exhibited a strong 

tendency to cluster in select locations and, as such, a large proportion of financial activity is 

concentrated within a relatively small group of urban financial centres, chief amongst which 

is the London financial district.  In 2006, London accounted for 44% of the value added to 

UK GDP by the financial services sector (IFSL, 2008), and over a quarter (26.5%) of total 

financial services employment.  Moreover, the top 10 financial centres measured together 

accounted for some 46% of all financial services employment in the UK in the same year 

(Table 2).  While the dominance of the City of London – which is one of the largest and most 

important financial centres in the world – is unlikely to be seriously threatened in the 

foreseeable future, its very success has brought its own set of problems such as congestion 

and high labour and property costs, which have in turn provided the stimulus for the 

decentralisation of financial activity from the capital. During the 1970s and 1980s 

diseconomies of agglomeration, coupled with the City of London’s growing focus on the 

international market in the wake of the ‘Big Bang’ reforms of the stock market in 1986, led to 

the relocation of much back office and retail financial services activity away from London 

and into the wider South East region, as well as along the M4 corridor into the South West 

and further afield (Leyshon et al. 1989). 

Explanations of why financial services firms cluster in particular cities and 

understandings of the drivers that generate change in the hierarchy of financial centres focus 

on four factors (Bailey and French, 2005; French and Leyshon, 2003; Leyshon et al. 1989):  

a) Access or proximity to market.  Demand for many types of financial service is 

closely correlated to concentrations of population and businesses. One important 

reason why firms locate in large urban centres – and which also explains why financial 

centre hierarchies often closely mirror that of the existing urban hierarchy – is the 

desire to access local and regional markets. Changes in local market conditions can act 

as powerful push or pull factors, attracting firms to centres in which demand is 

growing or, conversely, driving firms away from centres in which demand is falling or 
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has become saturated.  Leyshon et al. (1989) argued that an increase in demand for 

financial services in many regional cities during the 1980s combined with processes of 

decentralisation to bring about the resurgence of provincial financial centres.  In the 

case of the growth of Bristol and Leeds research has emphasised the role of local 

demand and the ability of local firms to compete with financial services providers in 

the City of London, particularly in the provision of corporate finance services which 

enable local small and medium sized companies to access capital through stock 

markets (Bailey and French, 2005; DTI, 2001: 45; French and Leyshon, 2003). 

Conversely, smaller sub-regional centres such as Nottingham have struggled to 

expand and develop as a result of the limited extent of local markets and the danger 

that firms will choose to relocate to larger and more successful regional centres – such 

as Birmingham in the case of Nottingham –in order to access larger markets (Mincher 

and Nettleship, 2007). 

 

b) Urban infrastructure. Firms are attracted to urban centres not only because of local 

demand but also because cities have the infrastructure to supply firms with the assets 

they need to produce financial services, including skilled labour, office space and 

information communications networks. While larger cities are generally better placed 

to supply such assets than are centres further down the urban hierarchy, significant 

variance exists between the types of assets that cities are able to supply.  One of the 

great attractions of the City of London for financial services firms is precisely the 

access it provides to a highly skilled and specialised pool of financial labour, to a 

supply of commercial office space tailored to the needs of financial firms competing 

in international markets, as well as offering the prestige of a City of London address 

(Corporation of London, 2003).  Nevertheless, while London’s status as a global city 

means that it enjoys a significant advantage over its competitor centres in the UK, the 

success of London’s financial district has, in turn, placed new strains on its existing 

urban infrastructure, increasing the cost of property and labour and enabling regional 

centres to position themselves as attractive alternative locations, especially for back 

office functions.  More generally, factors such as the nature of the local commercial 

property and labour markets, and the creation of a credible financial centre identity are 

key means by which cities such as Edinburgh, Bristol and Leeds seek to compete with 

one another to attract financial firms. 
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c) Internal economies of scale and scope. These are the benefits that can accrue from 

the concentration of activities within a single firm or site. While internal economies do 

not on their own explain the tendency for financial services firms to cluster in specific 

centres, they can operate as a powerful force for reinforcing the concentration of 

financial services activity, especially when considered in conjunction with the key role 

of cities in supplying the infrastructure (principally property and labour) that enable 

firms to take advantage of potential economies of scale and scope.  Changes in market 

conditions, the application of new technology such as the introduction of telephone 

distribution channels, the emergence of call centres, or pressures to increase the 

efficiency of internal economies through mergers and acquisitions can threaten the 

existing spatial hierarchy, presenting opportunities and threats for individual financial 

centres (Bailey and French, 2005).  On the one hand, centres such as Newcastle have 

benefited considerably from the new opportunities to reap internal economies afforded 

by call centres (Richardson et al. 2000).  The centralisation of customer services in 

call centres enables cost savings and the opportunity to significantly shrink high-street 

branch networks (Leyshon et al. 2008).  On the other hand, the dependence of many 

smaller, sub-regional centres on a small number of large financial services employers 

renders some cities vulnerable to the future pursuit of new internal economies 

(Mincher and Nettleship, 2007).  Such cost and efficiency savings could be sought 

through concentrating functions located at multiple sites onto a single site, or as a 

result of the merger/acquisition of one firm by another, such as the recent takeover of 

HBOS by Lloyds. 

 

d) Agglomeration economies. It is important to distinguish between processes of 

agglomeration on the one hand and the co-location of financial services on the other.  

While forces of demand, urban infrastructure and internal economies of scale and 

scope frequently lead firms to co-locate, it is often the case that there exists very little 

interaction between firms that are located in the same city-region. In contrast, financial 

services agglomerations or clusters, as epitomised by the likes of the City of London 

and Wall Street in New York, are characterised by dense networks of inter-firm trade, 

professional contacts and knowledge interdependencies (Faulconbridge et al. 2007). 

Not only do such interdependencies frequently lead firms to cluster within a relatively 

small geographical area, but the significant advantages that can be accrued from the 

external economies of complexity, scale and scope, as well as the ability to tap into 
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vital knowledge networks and epistemic communities represents a powerful pull 

factor for many financial services firms (Faulconbridge, 2007; French, 2002). In the 

case of the City of London, for example, firms have traditionally clustered in the 

square mile area around the Bank of England in order to maximise the advantages of 

agglomeration and what Storper (1997) has termed traded and untraded 

interdependencies. While it is possible to draw a clear conceptual distinction between 

agglomeration and co-location, in practice a financial centre can often exhibit 

characteristics of both. As in the case of the three other factors, agglomeration 

economies can act as both a pull factor in attracting firms to a financial centre as well 

as act, in certain instances, to push firms away from a specific centre. The high 

concentration of activity in the City of London has, as discussed above, significantly 

driven up the costs of doing business and has led many retail financial firms to 

relocate out of central London. Such periodic waves of decentralisation clearly offer 

opportunities for other UK cities to attract firms looking for cheaper locations. 

 

3.  Financial Centre Geographies 
 

Having identified some of the key reasons behind the growing contribution of the financial 

services sector to the UK economy, as well as explanations for the geographical concentration 

and clustering of financial services, we will now examine the changing geography of UK 

financial centres. 

 

3.1 Trends in Employment and Rankings 

 

Table 2 ranks the top 20 Local Authority Districts (LAD) in Britain with the highest number 

of financial services employees from 1984 through to 2006.  The table highlights the 

continued pre-eminence of London and the relative stability of financial centres in the top 

seven positions (London, Manchester, Leeds, Edinburgh, Birmingham, Bristol, and Glasgow).  

The geography of financial services employment is therefore made up of a ‘core’ of financial 

centres.  However, the success of each individual city in attracting and retaining financial 

services is likely to be the consequence of different combinations of the four factors discussed 

above. 
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*** Table 2 about here *** 

 

While there is a well established framework of financial centres at the top of the 

hierarchy, it is also possible to identify winners and losers. For example, despite retaining its 

status as eighth largest centre Liverpool’s growth has trailed noticeably behind that of the 

larger centres.  In contrast, Leeds has benefited significantly from financialisation, 

successfully transforming itself into one of the largest regional financial centres.  Cardiff is 

another city that has moved up the rankings and more than doubled its FTE employment 

between 1984 and 2006.  In addition (and despite being absent from Table 2 because crown 

dependencies produce their own independent employment statistics), Jersey, Guernsey and 

the Isle of Man have all also managed to successfully reinvent themselves as ‘off-shore’ 

financial centres.  The most recent global financial centre index compiled by the City of 

London corporation goes as far as to rank Guernsey (12th), Jersey (13th) and the Isle of Man 

(18th) as the most important UK financial centres after London (1st) (Yeandle et al., 2009).  

The next most important international centre based in the UK is Edinburgh (20th).  However, 

solely in terms of numbers employed Guernsey (7,164 financial services employees in 2006 

(States of Guernsey, 2008)), Jersey (11,420 employees in 2006 (States of Jersey, 2008)), and 

the Isle of Man (9,395 employees in 2006 (Isle of Man Treasury, 2008)) are comparable to 

sub-regional centres like Nottingham. 

In the case of the smaller centres more generally, Table 2 suggests that the gap 

between, on the one hand, London and the regional centres and, on the other hand, the sub-

regional centres (the largest of which is Liverpool) has progressively widened since the 

1980s.  Nevertheless a number of smaller cities and towns have clearly benefited, albeit in 

more modest terms, from the growth of financial services. The likes of Nottingham, Chester, 

and Bournemouth all moved up the rankings since the mid-1980s.  These smaller centres have 

grown as the result of either the relocation of back office functions or the creation of new 

financial products and services with increased demand for office space, such as call and credit 

card centres.  More specifically, Nottingham has benefited from the establishment of 

significant operations in the city by Capital One and Experían, while Bournemouth and 

Chester have benefited, respectively, from the decision of large US credit card firms 

American Express and MBNA to establish significant European operations in each location. 

 

3.2 Co-location or agglomeration? 
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In addition to the number of financial services employees, the relative significance of 

financial centres can also be assessed in terms of the existence or otherwise of agglomerative 

economies.  For many commentators agglomerative economies are an essential characteristic 

of a true financial centre, not least because they are seen to confer critical competitive 

advantages on firms, particularly with regard to innovation.  Nevertheless, it is notoriously 

difficult to identify and measure clustering or agglomerative economies (French, 2002).  By 

analysing and comparing financial employment data at both the LAD scale (which provides a 

measure of employment in the city centre) and the larger scale of the travel-to-work area or 

TTWA (which provides a measure of employment in the wider city-region), an indication of 

the relative geographical concentration and thus the relative agglomeration of financial 

activity in a particular centre can be gauged.  Figure 3 plots a best-fit line of correlation for 

employment at the TTWA and LAD scales for leading UK financial centres (excluding 

London).  Centres that appear above the line have proportionately more employment within 

the LAD than the TTWA, illustrating a greater spatial concentration of financial activity.  

Conversely, centres that fall below the line have proportionately more employment within the 

TTWA than in the LAD, suggesting that their financial services employment is less spatially 

concentrated and more likely to be co-located rather than agglomerated.  Centres that emerge 

as having particularly agglomerated financial services employment include Leeds, Edinburgh, 

Birmingham and Bristol.  In contrast, other urban centres such as Manchester, Liverpool, and 

Nottingham fall below the best fit line, suggesting that a significant proportion of financial 

services employment in these centres is likely to be co-located rather than agglomerated. 

 

*** Figure 3 about here *** 

 

*** Table 3 about here *** 

 



 11

While the comparison of TTWA and LAD data provides a starting point for 

distinguishing between concentrations of financial services activity and true clusters, previous 

studies have sought to develop more sophisticated quantitative measures. One such study 

carried out in 2001 by the Department of Trade and Industry (DTI; the forerunner of the 

current Department of Business, Innovation and Skills), sought to distinguish ‘true’ clusters 

through the application of a statistical model involving the analysis of financial services 

employment data relative to resident population, to total employment, and to the relative 

concentration of financial services business units and large employers. Another report by the 

Financial Services Skills Council (FSSC) in 2008, builds on the insights of the DTI research.  

Both studies underlined the status of London as the UK’s premier financial services cluster, 

with the DTI concluding that ‘at best some of the regional clusters have only weak cluster 

characteristics compared to the City’ (DTI, 2001: 45).  More specifically, the DTI report 

differentiated between strong regional financial services clusters in Edinburgh (fund 

management and banking), Leeds and Bradford (building societies, non-life insurance and 

consumer credit), and Bristol (life insurance and building societies), and less substantial 

clusters with more limited evidence of agglomerative economies in cities such as Liverpool, 

Manchester and Norwich.  The more recent study by the FSSC (2008) identified seven 

financial services clusters (Table 3), assuming that the City of London and Canary Wharf are 

counted as one cluster, and in contrast to the DTI the FSSC report identifies Glasgow, 

Manchester and Norwich as true clusters.  In addition, smaller scale, qualitative studies of 

particular centres have also been undertaken with research on Edinburgh and Bristol revealing 

evidence of agglomerative processes (Bailey and French, 2005; French, 2002). 

 

3.3 Place marketing, and financial centre strengths and weaknesses 

 

The location quotient (LQ) is a measure of the ratio of an area’s share of employment 

benchmarked against national figures. LQ analysis has been applied here to reveal how 

different financial centres have fared over the years in terms of their share of employment in 

particular financial service sectors compared to national level data, and acts as a useful 

barometer of financial strengths and weaknesses.  An LQ of higher than 1.0 means it has a 

higher share of employment in particular industries or sub-sectors compared to other financial 

centres.  Table 4 shows the LQs for the financial services sector for the largest seven centres 

for 1991 and 2006.  It reveals that the leading financial centres identified earlier all have LQs 

over 1 and that, surprisingly, Edinburgh emerges above London as the ‘most financialised’ 
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centre with the highest share of financial services employment as a proportion of total 

employment.  Detailed LQs for constituent financial services sub-sectors for London and 

Edinburgh are shown in figures 4 and 5.  Figure 4 illustrates the depth and strength of London 

as a financial centre, with high LQ indices for most of the sub-sectors of the industry. 

However, it also illustrates that by 2006 London had lost its pre-eminence in all financial 

services sectors, as the LQ for the other credit granting and the life insurance industry fell 

below 1.0, indicating that the capital’s share of employment in these sectors was less than 

expected.  The declining importance of these sectors within the London financial district is no 

doubt a result of the diseconomies of agglomeration referred to earlier. 

 

*** Table 4 about here *** 

 

*** Figures 4 & 5 about here *** 

 

While no other financial centre in the UK demonstrates London’s all-round strength, 

many of the regional centres display particular strengths within parts of the overall industry.  

Figure 5 illustrates, for example, that whereas London is characterised by a relative weakness 

in terms of life insurance Edinburgh is by contrast particularly strong in this area.  As well as 

being home to large life insurance companies like Scottish Widows and Standard Life, 

Edinburgh is also second only to London in the UK in terms of the brokering and fund 

management industry (notable Edinburgh fund managers include Martin Currie and Baillie 

Gifford).  Edinburgh has traditionally also been strong in the area of banking, as exemplified 

by the headquarters in the city of Royal Bank of Scotland and HBOS, prior to its takeover by 

Lloyds.  Similarly, the presence of firms such as AXA Life and Clerical & Medical attest to 

the strength of the life assurance sector in Bristol, and Direct Line and Leeds Building Society 

to Leeds’ particular strengths in the non-life insurance and building society sectors (Bailey 

and French, 2005; French, 2002; FSSC, 2008).  Other areas of specialisation include private 

banking in Jersey, captive insurance in Guernsey, and life insurance in the Isle of Man (Cobb, 

1998).   

As the contribution of financial services to urban and regional economies has grown, 

so have parallel efforts at marketing.  To this end many local authorities have established 

partnerships with the local financial services industry in order to promote and market 

themselves as financial centres, as well as encourage the sort of networking and sharing of 

expertise considered to be the hallmark of a successful cluster.  While London, through the 
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high profile work of bodies such as TheCityUK and International Financial Services London 

(IFSL), is at the forefront of such efforts, other cities have become increasingly active.  Leeds 

Financial Services Initiative (LFSI), established in 1993, represents a particularly good 

example (Figure 2), and similar bodies exist to promote Manchester (Pro-manchester), 

Liverpool (Professionaliverpool), and Jersey (Jersey Finance), while Glasgow has established 

a purpose built International Financial Services District (www.ifsdglasgow.co.uk) in order to 

attract financial firms and raise its profile on the international stage.  As with agglomerative 

economies it is difficult to measure the impact of such initiatives. However, in the case of 

Jersey, Guernsey and the Isle of Man there is evidence to suggest that these off-shore centres 

have been particularly successful at generating a ‘reputational advantage’, whereby 

perceptions about these centres are higher than indicated by purely quantitative measures such 

as the cost and availability of skilled labour, and tax policies (Yeandle et al. 2009: 37). 
 

4.  Conclusions: After the crisis. 
 

In this chapter we have sought to account for the growing importance of the financial services 

sector to the UK economy, and have shown how much of this activity is concentrated in a 

relatively small number of financial centres, at the apex of which sits the City of London.  

Cities such as Edinburgh, Leeds, Manchester and Bristol have benefitted considerably from 

the growth of the financial services industry, repositioning themselves as leading financial 

centres.  However, as suggested at the beginning of the chapter the unprecedented scale and 

scope of the 2007-2008 financial crisis represents a significant challenge.  The crisis has dealt 

a serious blow to the credibility and stability of the UK financial system, not only calling into 

question existing business models, but also leading to the nationalisation of some of the UK’s 

most prominent banks. 

The immediate aftermath of the crisis has witnessed a significant downturn in the 

sector and a swathe of financial job losses.  While initially centred on London and on the 

investment banking sector in particular, exemplified by high profile redundancies at the City 

offices of firms such as Lehman Brothers, Merrill Lynch and UBS, the downturn has rapidly 

engulfed other UK financial centres.  There have been far reaching job cuts in all three banks 

rescued by the Government with the Lloyds banking group alone (including HBOS) 

announcing more than 8,000 redundancies in the first half of 2009, at sites in Bristol, 

Scotland, West Yorkshire and Kent.  While by no means restricted to head office functions 

such cuts are nevertheless likely to have a particularly detrimental impact on the status and 
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reputation of Edinburgh, the rescue of Royal Bank of Scotland and HBOS effectively 

signalling the end of Edinburgh’s role as an independent banking centre, and on Newcastle’s 

status as a sub-regional financial centre following the collapse of Northern Rock.  In the case 

of Lloyds-HBOS many of the job losses have been the result of endeavours to cut costs and 

the duplication of functions in the face of falling revenues and profits.  Efforts to reap internal 

economies of scale and scope that are likely to be mirrored by other companies such as the 

Spanish bank Santander in the wake of its acquisition of Abbey, Alliance & Leicester, and 

Bradford & Bingley.  While it is difficult, so close to the event, to predict the eventual 

outcome of this period of retrenchment it is clear that competition between urban centres to 

retain financial services will become more intense with inevitable consequences for those 

financial services employees and local economies who lose out in this new round of spatial 

restructuring. 

 

Further Reading. 

• Erturk et al. (2008) provides an excellent overview of work on financialisation.  

• Tickell (2003) explains the uneven geographies of finance and their impact on 

regional development.  

• The edited volume by Martin (1999) provides further insights into the geography of 

financial services in the UK. 
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Table 1: Definition of financial services. 
 
SIC category SIC no. SIC activity description (2003) 
65. Financial intermediation, except 
insurance and pension funding  

6511 Central banking 
6512 Other monetary intermediation 
6521 Financial leasing 
6522 Other credit granting 
6523 Other financial intermediation not elsewhere 

classified 
66. Insurance and pension funding, 
except compulsory social insurance 

6601 Life insurance 
6602 Pension funding 
6603 Non-life insurance 

67. Activities auxiliary to financial 
intermediation 

6711 Administration of financial markets 
6712 Security broking and fund management 
6713 Activities auxiliary to financial intermediation not 

elsewhere classified 
6720 Activities auxiliary to insurance and pension 

funding 
74. Other business activities 7411 Legal activities 

7412 Accounting, book-keeping and auditing 
activities; tax consultancy 
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Table 2: Top 20 financial centres ranked by employment (LAD). 
 

Ranking 
1984a 1991a 1995b 2000b 2006c 

LAD FTE LAD FTE LAD FTE LAD FTE LAD FTE 
1 London 263754 London 301634 London 315856 London 381366 London 370329 
2 Birmingham 30917 Birmingham 35654 Birmingham 39129 Birmingham 42288 Manchester 47171 
3 Manchester 28776 Manchester 35213 Edinburgh 34607 Manchester 40414 Leeds 38688 
4 Glasgow  23290 Edinburgh 31879 Manchester 34419 Edinburgh 39519 Edinburgh 37771 
5 Edinburgh 20131 Bristol 30567 Bristol 32025 Glasgow  32125 Birmingham 35993 
6 Bristol 19714 Glasgow  24684 Leeds 27680 Leeds 30213 Bristol 30707 
7 Leeds 15968 Leeds 24525 Glasgow  25611 Bristol 29535 Glasgow  29831 
8 Liverpool 13840 Liverpool 17021 Liverpool 15804 Liverpool 14951 Liverpool 18710 
9 Croydon 11689 Norwich 14604 Croydon 12439 Sheffield 12904 Cardiff 16838 

10 
Brighton and 
Hove 9758 Croydon 13797 Cardiff 11867 Cardiff 12726 Sheffield 15052 

11 Norwich 9179 
Brighton and 
Hove 12617 Sheffield 11200 Brighton and Hove 12153 

Newcastle-upon-
Tyne 14674 

12 Sheffield 9166 
Newcastle-upon-
Tyne 11423 Norwich 11056 Croydon 11280 Norwich 14598 

13 
Newcastle-upon-
Tyne 9010 Cardiff 11170 Bradford 10934 Calderdale 11108 Nottingham 11077 

14 Cardiff 8774 Reading 11101 Calderdale 10435 Norwich 11097 Bradford 10399 

15 Sefton 8686 Sheffield 10710 
Newcastle-upon-
Tyne 10036 Reading 10676 

Reigate and 
Banstead 9946 

16 Bradford 7760 Bradford 9555 Bournemouth 9437 
Newcastle-upon-
Tyne 10463 Bournemouth 9887 

17 Southend-on-Sea 7159 Northampton 9509 Nottingham 9283 Southampton 10224 
Brighton and 
Hove 9479 

18 Leicester  7131 Nottingham 9198 Northampton 9016 Bradford 9449 Chester 9472 
19 Reading 7081 Southampton 9075 Reading 8933 Leicester  8808 Calderdale 9202 
20 Nottingham 6937 Bournemouth 8690 Southampton 8501 Bournemouth 8773 Bromley 9019 

           
Annual Business Inquiry data from NOMIS. Ranking based on full-time equivalent (FTE) employment (total number of full-time workers and half of part-time workers).  
Local authority district (LAD) boundaries used except for London which is Greater London, Birmingham includes Solihull, Bristol includes South Gloucestershire, and Manchester includes Salford 
and Trafford.  
a Based on SIC 8140, 8150, 8200, 8310, 8320, 8350, 8360 (1980 definition)  
b Based on SIC 65, 66, 67, 7411, 7412 (1992 definition) 
c Based on SIC 65, 66, 67, 7411, 7412 (2003 definition) 
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Table 3:  Financial Services Clusters. 
 
Location Stage Depth Employment Significance 
City of London * Mature Deep Growing International 
Canary Wharf Emerging Deep Growing International 
Bristol Established Shallow Stable National 
Norwich Established Deep Growing National 
Manchester ^ Established Shallow Growing National/International 
Leeds Established Shallow Growing National/International 
Edinburgh Established Deep Growing International 
Glasgow Established Shallow Growing National/International 
 
* Includes Westminster and City. 
^ Includes Macclesfield and Stockport. 
 
Source: Based on FSSC (2008). 
 
 
 
 
 
 
 
 
Table 4:  LQ of the financial services sector for the largest financial centres. 
 
City 1991 2006 
Edinburgh 1.64 2.03 
London 1.96 1.86 
Leeds 1.34 1.58 
Bristol 1.61 1.42 
Manchester 1.03 1.30 
Glasgow 0.91 1.16 
Birmingham 0.94 1.04 
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Figure 1: Promotional material from the mid-1990s marketing Bristol as the second largest financial centre 
outside of London. 
 

 
 
 
 
 
Figure 2:  Leeds Financial Services Initiative website, summer 2009. 
 

 
 
Source: www.leedsfinancialservices.org.uk, reproduced with kind permission of LSFI. 
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Figure 3: Correlation of financial services employment for leading UK financial centres (excluding London). 
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Figure 4: Location Quotient of financial services in London (2006). 
 

0.00

1.00

2.00

3.00

4.00

5.00

6.00

C
en

tra
l b

an
ki

ng

O
th

er
 m

on
et

ar
y

in
te

rm
ed

ia
tio

n

Fi
na

nc
ia

l l
ea

si
ng

O
th

er
 c

re
di

t
gr

an
tin

g

O
th

er
 fi

na
nc

ia
l

in
te

rm
ed

ia
tio

n

Li
fe

 in
su

ra
nc

e

N
on

-li
fe

 in
su

ra
nc

e

A
dm

in
is

tra
tio

n 
of

fin
an

ci
al

 m
ar

ke
ts

S
ec

ur
ity

 b
ro

ki
ng

an
d 

fu
nd

m
an

ag
em

en
t

A
ux

. t
o 

fin
an

ci
al

in
te

rm
ed

ia
tio

n

A
ux

. t
o 

in
su

ra
nc

e 

Le
ga

l a
ct

iv
iti

es

A
cc

ou
nt

in
g

Industry  
 
 
 
Figure 5: Location Quotient of financial services in Edinburgh (2006). 
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