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 INTRODUCTION  

 This report is prepared as an interim paper to identify emerging findings for the Royal Borough of 

Kensington and Chelsea (RBKC) Employment Land Study (ELS) particularly in relation to Article 4 

and Permitted Development Rights matters.  
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 COMPOSITION OF RBKC’S ECONOMY 

 This section provides an overview of the RBKC economy. 

Today 

Employment by Sector 

 The table below shows the composition of employment by Industry in RBKC as of 2019, based on 

Cambridge Econometrics data for selected Industries.  

 The largest Industries in RBKC are: 

•  Financial and business services (23.6%),  

• Government services (18.9%),  

• Retail (16.1%),  

• Accommodation & food services (13.6%) and  

• Information and communications (12.9%).  

 Predominantly office-based Industries (Information & communications and Financial & business 

services) make up 36.5% of employment in RBKC compared to just 26.6% of employment across 

the UK. This is a total of 56,900 persons in typical office based industries.  

 Latest IDBR data also indicates over 50,000 registered workers in the Borough in these sectors. 

However, initial analysis of IDBR data suggests that businesses with under 5 in employment tend 

not to be in office premises. After discounting these smaller businesses, it is estimated that there 

are around 38,900 working in offices in the Borough. 

 Employment by Industry (2019) 
 

RBKC Count 

(‘000s) 

RBKC 

% 

London 

% 

UK 

% 

Agriculture etc 0.1 0.1% 0.1% 1.1% 

Mining & quarrying 0.1 0.1% 0.0% 0.2% 

Manufacturing 1.9 1.2% 2.3% 7.6% 

Electricity, gas & water 0.7 0.4% 0.5% 1.0% 

Construction 4.9 3.2% 5.4% 6.6% 

Retail 25.1 16.1% 10.7% 14.1% 



 

 3 

Source:  Cambridge Econometrics, Iceni Analysis 

 The structure of the employment base in RBKC has been analysed against wider areas using location 

quotients as illustrated in Figure 2.8.  This chart uses location quotients to compare the proportion of 

employment by industry in RBKC to that across London and the UK.  

 A location quotient of 1.0 indicates that an Industry has a similar proportion of employment in RBKC 

as it does in the comparator area; whilst a LQ of 1.5 would show 50% more employment in the 

Industry in RBKC relative to the comparator area.  

 The analysis shows that RBKC has very high levels of employment in Information and 

communications when compared to both London and the UK. This is therefore its specialist sector. 

Figure 2-1: Location Quotient of Sectors in RBKC (2019) 

 

Source:  Cambridge Econometrics, Iceni analysis 

0.00 0.50 1.00 1.50 2.00 2.50 3.00 3.50

Agriculture etc

Mining & quarrying

Manufacturing

Electricity, gas & water

Construction

Distribution

Transport & storage

Accommodation & food services

Information & communications

Financial & business services

Government services

Other services

vs UK vs London

Transport & storage 4.1 2.6% 5.4% 5.1% 

Accommodation & food services 21.3 13.6% 7.7% 7.1% 

Information & communications 20.1 12.9% 8.1% 4.2% 

Financial & business services 36.8 23.6% 33.1% 22.4% 

Government services 29.5 18.9% 20.7% 25.0% 

Other services 11.4 7.3% 6.1% 5.7% 

Total 155.9 100% 100% 100% 
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Businesses by Sector 

 The number of business by sector has been identified using IDBR data. 

 The largest industrial groups by business count in the Borough are: Professional, scientific and 

technical; Business administration & support services; and Information & communication with 1,315 

enterprises. 

Figure 2-2: RBKC Sector Split of Enterprises 

Source:  IDBR 

Business Distribution 

 The figure below shows the distribution of enterprises across RBKC. It can be seen that whilst the 

enterprise density in slightly greater in the south of the Borough, it is fairly uniform. 

Broad Industrial Group RBKC London UK 

Absolute % % % 

 Agriculture, forestry & fishing   40  0.3% 0.1% 5.4% 

 Mining, quarrying & utilities   45  0.3% 0.5% 0.5% 

 Manufacturing   310  2.3% 2.7% 5.0% 

 Construction   730  5.3% 10.8% 12.8% 

 Motor trades   75  0.5% 1.3% 2.8% 

 Wholesale   525  3.8% 3.6% 3.7% 

 Retail   1,180  8.6% 7.6% 7.6% 

 Transport & storage   165  1.2% 2.9% 4.5% 

 Accommodation & food services   780  5.7% 4.6% 5.9% 

 Information & communication   1,315  9.6% 13.6% 8.2% 

 Financial & insurance   505  3.7% 3.0% 2.3% 

 Property   995  7.3% 4.8% 3.7% 

 Professional, scientific & 

technical  

 3,540  25.8% 22.7% 17.0% 

 Business administration & 

support services  

 1,540  11.2% 9.8% 8.6% 

 Public administration & defence   5  0.0% 0.0% 0.3% 

 Education   250  1.8% 1.7% 1.6% 

 Health   490  3.6% 3.5% 3.8% 

 Arts, entertainment, recreation & 

other services  

 1,205  8.8% 6.8% 6.4% 
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Figure 2-3: Distribution of Enterprises by Industry 

 

Source:  Iceni Analysis of IDBR Data 

 The figure below shows the distribution of office-based enterprises (Finance and insurance, 

Information and communications and Professional, scientific and technical activities) by size (number 

of employees). It can be seen that enterprises with 50 or more employees are fairly evenly distributed 

across the Borough. 
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Figure 2-4: Distribution of Office-based Enterprises by Size 

 

Source:  Iceni Analysis of IDBR Data 

 Finally, the figure below shows the distribution of each office-based Industry across the Borough. It 

can be seen that all three industries are widely spread across the Borough. 



 

 7 

Figure 2-5: Distribution of Office-based Enterprises by Size 

 

Source:  Iceni Analysis of IDBR Data 

 The three figures above do not provide any notably evidence of businesses clustering spatially with 

the Borough, including in office-based sectors. They suggest that business activity and office-based 

business activity is spread widely across the Borough. (Sub sector analysis to follow). 
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Specialist Sectors 

 The RBKC is home to a number of nationally important, specialist sectors which support high levels 

of employment and contribute significantly to the economy of not only the Borough but also London 

and the UK as a whole. These sectors can be summarised as culture, media and entertainment 

and are listed in the table that follows. 

 When combined, these sectors make up 8.5% of RBKC’s employment compared to 6.4% for London 

and just 3.1% for the UK as whole meaning RBKC account for 1.5% of the UK’s employment in these 

sectors. Sound recording and music publishing activities are particularly prominent in RBKC with 

11.1% of the UK’s employment in this sector being in the Borough. 

 Based on the latest data SIC07 Division Level data1, the average GVA per workforce job in London 

in the specialist sectors listed in the table below is around £64,000. For Motion picture, video and 

television programme production, sound recording and music publishing activities this rises to 

£85,664. The average GVA per workforce job in London is around £57,000 and is around just 

£41,000 for the UK as a whole. This suggests that RBKC’s specialist sectors contribute significantly 

to the economy of London and the UK. 

 The table below outlines the number of enterprises, employment, GVA generated and location 

quotients for RBKC’s nationally important, specialist sectors (by SIC07 Division and SIC07 Group). 

Employment numbers from BRES have been uplifted (based on Workforce Jobs data) to take into 

account jobs which are not captured by this survey. 

 It can be seen (by the Location Quotient) that the proportion of employment in these sectors in RBKC 

is 2.7 times greater than across the UK. It can also be seen that there are over 1,604 enterprises 

and 14,553 employments (jobs) in these sectors. These jobs are likely to generate over £900 million 

in GVA each year based on the average figures provided.

 

1 https://data.london.gov.uk/dataset/gva-per-workforce-job - 2012 data 

https://data.london.gov.uk/dataset/gva-per-workforce-job
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Figure 2-6: Location Quotient of Enterprises by Sector in RBKC vs London and the UK 

 

 

SIC07 Group 

(Selected Groups 

only) 

Number of 

Enterprises in 

RBKC (IBDR, 

2020) 

Employment in 

RBKC (BRES, 

2019) 

Employment in 

RBKC (Adjusted 

based on sector 

level BRES to 

Workforce Jobs 

ratio)  

GVA generated Location Quotient 

(RBKC vs 

London) 

Location Quotient 

(RBKC vs 

England 

Advertising and Market Research Total  148   1,000   1,139  £62,484,932 0.5 1.2 

Advertising  124   900   1,025  - 0.5 1.5 

Market research 

and public opinion 

polling 

 24   100   114  - 0.3 1.0 

Creative, arts and entertainment activities  242   1,250   1,739  £59,043,009 1.0 2.3 

Libraries, archives, museums and other cultural activities  24   2,500   3,477  £113,941,417 4.5 6.0 

Manufacture of textiles  16   40   45  £2,817,878 - - 

Motion picture, video and television 

programme production, sound recording and 

music publishing activities 

Total  271   2,000   2,225  £214,381,178 1.3 3.5 

Motion picture, 

video and 

television 

programme 

activities 

 195   900   1,001  - 0.6 1.5 

Sound recording 

and music 

publishing 

activities 

 76   1,000   1,112  - 7.0 - 

Other professional, scientific and technical 

activities 

Total  780   2,250   2,564  £111,176,020 1.6 2.3 

 Photographic 

activities 

 64   200   228  - 1.0 1.0 

Specialised 

design activities 

 198   1,250   1,424  - 2.3 4.5 
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Source:  Iceni Analysis of IDBR, BRES, and London Datastore Data 

 

 

Programming and broadcasting activities Total  16   25   28  £2,889,778 - - 

Radio 

broadcasting 

 3   10   11  - - - 

Television 

programming and 

broadcasting 

activities 

 13   10   11  - - - 

Publishing activities Total  107   3,000   3,337  £340,580,935 2.1 5.3 

Publishing of 

books, periodicals 

and other 

publishing 

activities 

 89   2,500   2,781  - 2.0 4.5 

Grand Total   1,604   12,065   14,553  £907,315,146 1.3 2.7 
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 PROJECTED EMPLOYMENT CHANGE 

 Cambridge Econometrics have provided forecasts for the long term outlook for the RBKC, London 

and UK economy based on March 2021 data, that takes into account effects of Covid 19. These 

forecasts are summarised herein.  

Employment Growth 

 The figure below shows that levels of employment in RBKC will grow slower than across London but 

faster than across the UK as whole. Between 2020 and 2043, employment in RBKC will grow by 

13.6%, compared to 15.0% across London and 12.1% across the UK. RBKC will see around a 

21,000 increase in employment between 2020 and 2043. 

Figure 3-1: Total Employment, Indexed  

Source:  Cambridge Econometrics, Iceni analysis 

Employment growth by sector 

 The figure below shows RBKC’s projected change in employment by Industry between 2020 and 

2043, with predominantly office-based sectors coloured green.  

 It can be seen that the most growth is projected take place in the Information and communications 

industry, which we have identified has RBKC’s most specialist industry, with an increase of around 

7,900 jobs in RBKC. Financial and Business Services is also projected to see an increase in 

employment, of around 2,500. Other services and Government services, in which a number of sub-

industries are predominantly office based will also see a significant increase in employment of around 

2,200 and 2,900 respectively. 
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Figure 3-2: Absolute Change in Employment by Industry 2020-2043 

 

Source:  Cambridge Econometrics, Iceni analysis 

 The Accommodation and food services Industry also contains a number of sub-industries which are 

likely to be accommodated in Class E floorspace (on the food services side). This Industry is 

projected to see the second greatest increase in employment of around 5,100. [Other services – 

Does this contain retail and/or any other sub-industries relevant to Class E?] 

Relative employment growth by sector 

 The figure below compares projected employment change by Industry in RBKC, to London and the 

UK as a whole.  

 It can be seen that between 2020 and 2043, employment in the predominantly office-based 

Information and communication Industry will grow at a faster rate than across London and the UK as 

a whole.  

 Strong growth is also projected in the predominantly office-based the Financial and business services 

Industry, albeit slightly below the London and the UK as a whole rates. Government services 

employment is expected to grow faster than across London but slower than the UK as a whole. 
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 Looking at non-office-based industries, employment in the Accommodation and food services 

Industry is projected to grow at a slower rate than both London and the UK as a whole. [Other 

services – Does this contain retail and/or any other sub-industries relevant to Class E?]. 

Figure 3-3: Percentage Change in Employment by Industry 2020-2043 

Source:  Cambridge Econometrics, Iceni analysis 

Economic Composition 2043 

 The figure below shows the projected split of employment by Industry in 2043. It can be seen that 

RBKC’s Information and communications sector is projected to grow as a proportion of the Borough’s 

economy whereas the Financial and business services Industry is projected to slightly shrink. 

 Projected Employment by Industry (2043) 

-60.0% -40.0% -20.0% 0.0% 20.0% 40.0% 60.0%

Agriculture etc

Mining & quarrying

Manufacturing

Electricity, gas & water

Construction

Distribution

Transport & storage

Accommodation & food services

Information & communications

Financial & business services

Government services

Other services

Total

RBKC London UK

 
RBKC London UK 

 2019 2043 2043 2043 

Agriculture etc 0.1% 0.0% 0.0% 1.0% 

Mining & quarrying 0.1% 0.0% 0.0% 0.1% 

Manufacturing 1.2% 1.1% 1.8% 5.6% 

Electricity, gas & water 0.4% 0.4% 0.5% 1.0% 

Construction 3.2% 3.2% 6.3% 7.0% 

Distribution 16.1% 14.1% 9.3% 12.9% 

Transport & storage 2.6% 2.3% 5.0% 5.0% 

Accommodation & food services 13.6% 14.0% 9.2% 8.3% 

Information & communications 12.9% 16.5% 9.5% 4.8% 
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Source:  Cambridge Econometrics, Iceni Analysis 

 

 

 

 

Financial & business services 23.6% 22.0% 31.9% 22.8% 

Government services 18.9% 18.6% 19.4% 25.8% 

Other services 7.3% 7.8% 7.0% 5.6% 
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 FORECAST OFFICE NEED 

 Based on the CE employment forecasts, Iceni Projects has developed an outlook for future office 

requirements to 2043, the Local Plan and Study period. This model determines the future sector 

forecasts, converted to full time equivalents, into the type of accommodation required and floorspace 

used. 

 Full time equivalents are converted from jobs using the 2019 ratio reported by BRES. 

 The following densities have been assumed: 

• Offices: 10  sqm per FTE 

• Industry: 36-47 sqm per FTE 

• Warehouse: 70 sqm per FTE 

 We have also considered a sensitivity scenario whereby there is a 30% reduction in office generated 

requirements due to an increase in remote working.  

 Overall this generates a range of office requirements from 60,000 to 86,000 sqm. 

 Projected FTE and SQM Change by premises 2021-2043 

Source:  Cambridge Econometrics, Iceni Projects 

 The long term vacancy for the West End has been 6.2% although this is now at 8.3%. Some vacancy 

is required for a healthy market with churn and choice, typically 5-10%. Assuming 6.2% is stable for 

the West End then there is presently some headroom. With the VOA reporting 457,000 sqm of offices 

RBKC in 2019, the vacancy ‘gap’ of 2.1% is equivalent to around 9,600 sqm, assuming that all vacant 

space is suitable for future needs. This leaves a residual future need of around 50,000 sqm to 76,000 

sqm of office floorspace. 

 FTEs SQM @ 10 

SQM/FTE 

SQM @ 30% inc 

remote working 

Offices 7,201 86,417 60,492 

Industry 190 8,453 8,453 

Warehouse -19 -1,357 -1,357 

Other 9,556 n/a n/a 



 

 5 

 WEST END / RBKC OFFICE MARKET 

West End offices  

Key stats at a glance 

  
• Q1 2021 investment volumes are down 55% on Q1 2020  

• Prime yields have remained steady showing no movement at 3.5% in the West End  

• The vacancy rate reached 8.3%, up on the previous quarter (7.9%) and above the long term 
average of 6.2% 

• 4.5 million square feet of office developments are set to reach completion across central 
London in 2021, 48% of which has been pre-let  

• Prime West End rents remain well above £100 per square foot at £112.50 

• Quarter 1 2021 take-up of 1.2 m square feet is significantly down (-55%) on Q1 2020 and 
below the long term quarterly average of 3.1 m square feet 

• The professional services sector continues to dominate take-up, accounting for the largest 
share at 37%.   

LEASING 

 
 Central London leasing activity saw a 29% increase on the previous quarter for the first time, 

recording the highest level of take-up since the beginning of the pandemic. In Q1 2021, take-

up reached 1.2m sq ft, this remains well below the long term pre-pandemic average of 3.1m sq ft 

and 55% down on the same period last year (2.8m sq ft). 2020 pent up demand may provide a 

boost to 2021 take-up levels in the months ahead leading to increased leasing activity. Despite 

lockdown measures, businesses are still committing to office spaces across Central London on a 

gradual basis.  

 The largest deal of the quarter was Latham & Watkins 200,000 sq ft pre-let at 1 Leadenhall Street, 

EC3 on a 15 year lease when the building reaches completion in 2026. Largely boosted by this deal, 

bias for Grade A space continues into 2021 with newly built and refurbished space accounting for 

45% of take-up across Central London, up from 35% in Q4 2020. Following the trend last year, the 

Professional Services sector amounted the largest share of take-up across Central London at 37% 

up from 26% in Q4 2020. The Media Tech sector followed at 21%. Other notable deals include Tik 

Tok signing the entire building (88,500 sq ft) at Kaleidoscope, 4 Lindsey Street, EC1 and the leasing 

of 46,260 sq ft at Juxon House to The International Dispute Resolution Centre (IDRC). 

 Tenant return space continues to enter the market fuelling an increase in supply levels. In Q1 2021 

supply across Central London stood at 18.7m sq ft, equating to a vacancy rate of 8.3%. This is up 
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278 bps on the same period last year at 5.6%, and well above the long term average (6.1%). Tenant 

return space in Central London rose to 7.0m sq ft up from 6.2m sq ft in Q4 2020. Looking ahead, 

only a limited number of new developments are due to complete in 2021, and from the 3.1 million sq 

ft set to be delivered this year, 44% is already pre-let. 

INVESTMENT  

 
 Despite a strong end to 2020, activity in the investment market was subdued in Q1 2021 as a result 

of persistent stock shortage in Central London. The first quarter saw investment volumes reach 

£1.9bn across 28 transactions recording a year-on-year decline of 55% and 50% down on the long 

term average for the Q1 levels (£3.8bn).  

 Looking ahead the success of the vaccination program should pave the way to return to what 

once resembled normality and we may start to see a marginal increase in the number of 

transactions as sentiment improves in anticipation of lockdown restrictions easing.  

 In spite of that, there is evidence of improving investor confidence and weight of capital, particularly 

for long income. Office transactions >£100m were a major driver of Q1 investment volumes with four 

transactions recorded on par with Q4 2020. Wing Tai Properties Group’s £255m acquisition of 66 

Shoe Lane, EC4, Aberdeen Standard's £160m transaction at Friars Bridge Court, 45 Blackfriars 

Road, SE1 and Fidelidade’s £158m purchase of 25-27 St James’s Street were the three largest 

transactions of the quarter. Activity from overseas investors continues to decline due to travel 

restrictions, but UK purchasers led quarterly demand accounting for 38% of all investment volumes. 

Asian investment followed at 24% and European at 20%. 
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 VIABILITY 

 BNP Paribas Real Estate has undertaken viability assessments of the conversion from offices to 

residential, the results are set out in appendix A. 

 The results indicate that the residual values generated by residential schemes frequently exceed the 

capital value of office floorspace, thus making it vulnerable to loss in the absence of planning controls 

that prevent conversion or redevelopment. 

 The existing offices identified as sites 4, 5, 6, 7, 8, 10, 11, 13, 16 and 17 would be at most immediate 

risk of loss to residential, equating to approximately 61% of the floorspace in our sample. These 

are spread across the Borough. 

 Simply extrapolating this sample ratio against the number of persons in office based industries in 

RBKC being 38,900 (see section 1) this would suggest the premises of 34,700 workers are under 

threat. However PDR circumstances are not applicable to premises over 1,500 sqm. Assuming that 

these premises support around 150 employees (10 sqm per employee) using IDBR data the larger 

businesses can be filtered out, indicating around 23,900 workers in smaller office premises. A simple 

extrapolation of the 61% loss of this stock through PDR would lead to around 14,600 jobs being lost 

from the Borough. 
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Figure 6.1: Location of office assessments 

 

Source: BNP PRE 

 Clearly the office space with lower rents would be at most risk of loss to other uses; this floorspace 

accommodates a sub-set of the wider market that would no longer be catered for if this floorspace is 

lost.  As a result, businesses currently located in such floorspace would need to move out of the 

borough entirely, which would reduce diversity in the type of nature of businesses and employers. 

 With prime residential values forecast to increase by 21.6% over the next five years2 (after a long 

period of stagnation), residual land values for residential development will increase significantly.  

Over the same period, office rents are not forecast to increase; rising residual land values for 

residential will increase the risk of losses of office floorspace to a greater extent than shown by our 

appraisals.    

 

 

2 Savills ‘Prime UK Residential – Spring/Summer 2021’ (May 2021)  


