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 INTRODUCTION  

 This report is has been prepared by Iceni Projects and BNP Paribas Real Estate. This Employment 

Land Study (ELS) for the Royal Borough of Kensington and Chelsea (RBKC) was prepared in spring 

2021 and covers a number of key topics notably: 

• The Borough’s Functional Economic Market Area 

• The composition of the economy and forecasts for future change  

• The property market in the Borough 

• An assessment of the Borough’s commercial stock  

• Forecasts for future office needs and how these can be met 

• Whether current commercial floorspace and whether intensification is likely 

• Affordable workspace needs for the Borough and how these can be managed  

• Potential impacts of Class E and new Permitted Development Rights 

• Overall conclusions and policy advice 
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 THE FUNCTIONAL ECONOMIC MARKET AREA 

 The Planning Practice Guidance in relation to plan-making provides guidance on how Functional 

Economic Market Areas (FEMA) can be defined.   However it notes that no standard approach is 

possible as patterns of economic activity vary from place to place.  However it does suggest that 

when defining a FEMA the following: 

• extent of any Local Enterprise Partnership within the area; 

• travel to work areas; 

• housing market area; 

• flow of goods, services and information within the local economy; 

• service market for consumers; 

• administrative area; 

• catchment areas of facilities providing cultural and social well-being; and 

• transport network. 

 Many of these considerations reflect the Greater London area, for example LEAP is the Local 

Enterprise Partnership for London and covers all London Boroughs.  Similarly, the transport network 

manged by Transport for London covers the entire Greater London are and in some instances 

beyond it. 

 The administrative geography also covers Greater London, through the Greater London Authority, 

although at a local level there is also the Royal Borough of Kensington and Chelsea.   

 Through the work of the GLA the London Housing Market Area has been identified in various SHMAs 

and policy making documents. Again the Housing Market area covers all of the Greater London area 

although its influence extends beyond it. 

 Travel to Work Areas were defined by the Office of National Statistics (ONS) in 2015 drawing on the 

2011 census.  As the map below illustrates RBKC falls within the London Travel to Work Area.  The 

London Travel to Work Area extends to most of Greater London as well as parts of the home 

counties.   
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Figure 1-1: London Travel to Work Area (2011) 

 

Source: ONS, 2016 

 The west London Boroughs which are falling outside of the London Travel to Work Area are within 

the Heathrow and Slough Travel to Work Area. 

 As of 2011, RBKC is a net recipient of commuters with almost 87,000 people working in the borough 

living outside of it and almost 51,000 residents working outside of the borough. This equates to a net 

in-commute of around 36,000 people. 

 In addition, around 11,000 people both live and work in RBKC.  This equates to a labour force self-

containment rate of 18% and a job self-containment rate of 11%. That is, 18% of residents work in 

the borough but 11% of jobs go to someone who lives in the borough. 

 As shown in the table below, all of the largest in and out-commuting flows are with other London 

Boroughs, notably in from Hammersmith & Fulham and Wandsworth and out to Westminster and the 

CIty. Around 88% of people working in RBKC live in London and 96% of RBKC residents work 

somewhere in London.  

 Top in and Out Commuting Flows – RBKC (2011) 

Local authority 
In-
commuter
s 

% of 
Workforc
e 

Local authority 
Out-
Commuter
s 

% of 
Resident
s 

RBKC 10,964 11% Westminster & City 27,520 45% 
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Hammersmith & 
Fulham 

7,644 8% 
RBKC 

10,964 18% 

Wandsworth 7,481 8% Tower Hamlets 3,955 6% 

Lambeth 
4,996 5% 

Hammersmith & 
Fulham 

3706 6% 

Westminster & City 4,873 5% Camden 3,281 5% 

Ealing 4,785 5% Islington 1,616 3% 

Brent 4,568 5% Southwark 1,280 2% 

Southwark 3,044 3% Wandsworth 969 2% 

Camden 2,371 2% Lambeth 862 1% 

Hounslow 2,334 2% Hounslow 828 1% 

Haringey 2,291 2% Ealing 778 1% 

Merton 2,258 2% Brent 664 1% 

Newham 2,250 2% Hackney 522 1% 

Tower Hamlets 2,211 2% Hillingdon 466 1% 

Barnet 
2,092 2% 

Richmond upon 
Thames 

338 1% 

Source: ONS, Census 2011 

 The largest in-flow from outside of London is from Elmbridge (398 people) and the largest out-flow 

is to Slough (129 people). 

 The former London Plan (2017) provided a hierarchy of retail centres in London which can be used 

to understand the services market for consumers.  This hierarchy places Knightsbridge (which largely 

falls within RBKC) as an international retail destination. 

 Other retail service centres within the Borough include Kensington High Street, the Kings Road (east) 

and Queensway/Westbourne Grove which are designated as major centres. There are a further 

seven district centres identified which would serve local communities in Brompton/Earls Court, 

Chelsea, South Kensington and Notting Hill.  This illustrates how will served the Borough is for retail 

opportunities. 

 The Borough is equally well served in terms of Cultural and Social Facilities including major cultural 

clusters such as the museum cluster around Exhibition Road in South Kensington.  There are also 

cinemas and theatres in Chelsea and Cinema in Notting Hill Gate.  While access to the West End is 

excellent 

 There are indoor sports facilities at both Kensington Leisure Centre in North Kensington and Chelsea 

Sports Centre as well as parks at Holland Park and Kensington Park Gardens (which adjoins Hyde 

Park) as well as open space around the Royal Hospital in Chelsea and Brompton Cemetery. 
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 There are two major NHS hospitals in the Borough, The Royal Brompton Hospital and Chelsea and 

Westminster Hospital.  There are also a number of private hospitals including the Cromwell Hospital 

in Kensington. 

 The final consideration is the flow of goods, services and information within the local economy. A 

detailed consideration of the property market is included late in this report. It highlights the main office 

clusters in the Borough at Kings Road, High Street Kensington and Knightsbridge / South 

Kensington. However, in the London context these areas are relatively small. More widely the West 

End and City of London Office markets are nearby which would service both the local market as well 

as the national economy. 

 CoStar, the national commercial property database contains self defined office submarkets as below. 

It identifies RBKC as ‘Western Fringe’ sitting west of the West End cluster. Around Sloane Square / 

Knightsbridge the is cross over with Westminster Borough. In the north there is crossover into St 

John’ Wood.  

Figure 2-1: RBKC / Western Fringe Office Sub Market  

 

Source: CoStar, 2021 
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 Similarly, for other commercial and industrial uses the main centres in the borough are Kensal, 

Latimer Road and Lots Road.  While notable these are not of a strategic scale.  There are other 

nearby industrial centres including Park Royal which serve the local as well as wider economy. 

Conclusions 

 Overall, the considerations for the FEMA point to two geographic scales.  The first being the borough 

itself.  For many of the factors set out above RBKC is fairly well served including retail, cultural and 

social facilities.  

 The closest relationships with other boroughs are Westminster, in terms of the Knightsbridge office 

market, and Hammersmith & Fulham, Westminster / City and Wandsworth, which have the strongest 

commuter flows. 

 However, there is clearly a wider dimension at play and it would be reasonable to conclude that the 

borough operates as a sub-market within the wider London Functional Economic Market Area.  While 

the various factors define the extent of such a FEMA slightly differently for pragmatic reasons it 

should be defined as the Greater London Boroughs. 
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 COMPOSITION OF RBKC’S ECONOMY 

 This section provides an overview of the RBKC economy. It draws on a range of data including that 

from the Office for National Statistics (ONS), local economic data purchase from Cambridge 

Econometrics and data from the Inter Departmental Business Register (IDBR) on RBKC businesses. 

 In particular this section considers the current economy, based on 2019 and 2020 data, specialist 

sub sectors and forecasts for the future change to 2043. 

Current economy composition  

Covid 19 

 This report is produced in spring / summer 2021 during the Covid19 pandemic and this is having an 

effect on the employment and property positions. 

 The table below shows the take-up rate of the Coronavirus Job Retention Scheme (i.e. furlough) at 

both the peak take-up rate (July 2020) and the latest confirmed month (April 2021). It can be seen 

that at the time of peak take-up, the take-up rate in RBKC was significantly lower than across London, 

England and the UK. This is likely to reflect the nature of employment in RBKC (i.e. lots of office-

based jobs in which people are able to work from home and jobs in sectors which were less badly 

affected by the pandemic). Data for the latest month shows that take-up rates are now more in line 

with the wider comparators, albeit slightly lower than London and slightly higher than England and 

the UK. 

 Furlough take-up rate 

Source:  HMRC 

 The Covid-19 pandemic has also led to job losses. This impact is indicated by claimant count as a 

proportion of working age residents. The figure below shows that before the onset of the Covid-19 

pandemic the claimant count in London and England was slightly higher than in RBKC. Between 

March 2020 and May 2021, the claimant count in RBKC rose by 157%, similar to the rise for London 

as a whole (158%) but much greater than the rise across England as a whole (103%). At April 2021 

there were 6,400 claimants in the Borough. However, the claimant count in RBKC still remains below 

that for England and London. 

 
July 2020 (Peak) April 2021 (Latest) 

RBKC 25% 13% 

London 32% 14% 

England 32% 12% 

UK 32% 12% 
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Figure 3-1: Claimant count as a proportion of residents aged 16-64 

Source:  HMRC 

 In the medium term however it is expected that economy will return to a normal state of employment, 

as forecast by the Office for Budget Responsibility, with unemployment expected to reach pre 

pandemic levels by 2024.  

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 
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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 42,500 working in 

offices in the Borough. 

 Employment by Industry (2019) 

Source:  Cambridge Econometrics, Iceni Analysis 

 The structure of the employment base in RBKC has been analysed against other 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 can be considered its specialist 

sector. 

 
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% 

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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Figure 3-2: Location Quotient of Sectors in RBKC (2019) 

 

Source:  Cambridge Econometrics, Iceni analysis 

Enterprises 

 The number of VAT/PAYE registered enterprises per thousand residents is a good indicator of levels 

of entrepreneurship in an area. The figure below shows the number of enterprises per thousand 

residents in RBKC, London and UK, between 2010 and 2019. Levels of entrepreneurship are much 

higher in RBKC than England as a whole but also much higher than levels of entrepreneurship across 

London.  

 Between 2010 and 2019, the number of enterprises per thousand residents grew by 33% in RBKC 

compared to just 23% across England but 42% across London. In absolute terms, the number of 

active enterprises in RBKC grew by 12.5% compared to 17.1% for London as a whole and 12.4% for 

England.  

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
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Figure 3-3: Enterprises per thousand Residents (2010-2019) 

Source:  ONS Business Counts and Population Estimates 

 However, between 2014 and 2019 the enterprise birth to death ratio was 1.42 in RBKC – slightly 

higher than for London (1.39) and higher than for England as a whole (1.27). The figure below shows 

that the enterprise birth to death ratio declined quickly in RBKC between 2014 and 2019, and in 2019 

was lower than for London and England (1.14 compared to 1.17 and 1.20 respectively). 

 

30

40

50

60

70

80

90

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
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Figure 3-4: Enterprise Births and Deaths and Active Enterprises (2014-2019) 

Source:  ONS Business Demography, UK 

 The table below shows the survival rates of enterprises in RBKC, London and England between 2014 

and 2018. It can be seen that 1-3 year survival rates in RBKC were lower than  for England. However, 

on the whole, survival rates in RBKC are higher than for both Inner London and London.  

  Enterprise Survival Rates 2014-2018 (%) 

Source:  ONS Business Demography, UK 

Enterprises by Size 

 The split of businesses by size in RBKC, London and the UK is shown in the table below. 

 It can be seen that RBKC has a slightly lower proportion of micro businesses than England as a 

whole, but a slightly higher proportion of small businesses. Overall, there is no significant differences 

between the business size split of RBKC and London and England. 

1.00

1.10

1.20

1.30

1.40

1.50

1.60

1.70

1.80

2014 2015 2016 2017 2018 2019

RBKC London England

 
1-year 

survival 

rate 

2-year 

survival 

rate 

3-year 

survival 

rate 

4-year 

survival 

rate 

5-year 

survival 

rate 

RBKC 87.9 70.7 55.6 46.8 42.7 

Inner London 86.1 67.0 52.0 41.5 37.0 

London 88.3 69.5 54.5 44.4 39.2 

England 90.4 71.0 56.0 47.6 42.5 
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  Split of Enterprises by Size 

Source:  ONS Business Counts 

Enterprises by Sector 

 The number of enterprises by sector has been identified using IDBR data which records registered 

business locations based on tax returns. 

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

technical (3,540); Business administration & support services (1,540); and Information & 

communication with 1,315 enterprises. 

 : RBKC Sector Split of Enterprises 

Size RBKC London England 

Micro (0 to 9) 89.3% 89.7% 90.8% 

Small (10 to 49) 8.8% 8.4% 7.3% 

Medium-sized (50 to 249) 1.6% 1.5% 1.5% 

Large (250+) 0.4% 0.4% 0.4% 

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% 
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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. 

Figure 3-5: Distribution of Enterprises by Industry 

 

 Arts, entertainment, recreation & 

other services  

 1,205  8.8% 6.8% 6.4% 
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Source:  Iceni Analysis of IDBR Data 

 The figure below shows the distribution of typically 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. 

Figure 3-6: Distribution of Office-based Enterprises by Size 

 

Source:  Iceni Analysis of IDBR Data 
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 Finally, the figure below shows the distribution of typically office-based enterprises by industry type 

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

Figure 3-1: 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 generally and 

office-based business activity is spread widely across the Borough. Further analysis of office 

distribution is provided in the stock analysis section. 
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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, which fall within the broader Information and communications 

(which has the highest location quotient score the Borough); Professional, scientific and technical; 

and Arts, entertainment and recreation 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 accounts 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 3-2: Location Quotient of Enterprises by Sector in RBKC vs London and the UK 

SIC07 Division (Selected Divisions only) 

 

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 

Programming and broadcasting activities Total  16   25   28  £2,889,778 - - 
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Source:  Iceni Analysis of IDBR, BRES, and London Datastore Data 

 

 

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 an employment increase 

of around 21,000 between 2020 and 2043. 

Figure 3-3: 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 3-4: 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. 

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. 

 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.  
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Figure 3-5: 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% 

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

Government services 18.9% 18.6% 19.4% 25.8% 



 
 

    
    
    
    
 5 

Source:  Cambridge Econometrics, Iceni Analysis 

Other services 7.3% 7.8% 7.0% 5.6% 
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 STOCK ASSESSMENT 

 This section considers the quantity and quality of the Borough’s office and industrial stock based on 

VOA and CoStar data. VOA latest valuation ratings have been used to identify stock locations. 

Quantity 

Quantity of Floorspace 

 VOA Business Floorspace Statistics are the most accurate record of office and industrial floorspace at 

a local authority level. The figure below shows that the amount of office floorspace grew by over 20,000 

sqm between 2000-01 and 2008-09. In 2009-10, the amount of office floorspace peaked at nearly 

500,000 sqm but only remained at such a high level for one year before falling back to 2008-09 levels 

in 2010-11 which suggests an anomaly in there data. The amount of office floorspace in RBKC remained 

at around 470,000 sqm until 2018-19 before falling to reach 457,000 sqm in 2019-20. 

Figure 4-1: Office floorspace in RBKC (2001-01 to 2019-20)  

Source:  VOA Business Floorspace Statistics 

 It can be seen in the figure below that, unlike in RBKC the amount of office floorspace in London and 

England grew steadily up to 2011-12. However, floorspace growth did level off from around this point 

before declining in the last recorded year, although this single year figure should be treated with caution. 
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 20-year growth in office floorspace was 1.6% for RBKC compared to 7.2% across London and 10% 

across England. Ten-year growth was negative in RBKC (-2.6%) and England (-1%) but positive 1.7% 

for London. However this is misleading as the 2009-10 and 2019-20 data points appear extreme and 

possible outliers. 

Figure 4-2: Indexed change in office floorspace (2001-01 to 2019-20) 

 

Source:  VOA Business Floorspace Statistics 

 The figure below shows that the amount of industrial floorspace in RBKC has fallen consistently since 

2005-06 from 153,000 sqm to 94,000 sqm in 2019-20. 
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Figure 4-3: Industrial floorspace in RBKC (2001-01 to 2019-20)  

 

Source:  VOA Business Floorspace Statistics 

 When compared to London and England as a whole, the amount of industrial floorspace in RBKC has 

declined more rapidly. Over the last 20 years RBKC’s industrial space has shrunk by 35.6% compared 

to 23.1% across London and 3.1% across England. Similarly, over the least 10 years industrial 

floorspace decline in RBKC was 24% compared to 9% in London, whereas there was a 1% growth 

across England as a whole. Inner London Borough’s are perhaps under the greatest land use pressure 

and therefore this level of decline is not unexpected.  
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Figure 4-4: Indexed change in industrial floorspace (2001-01 to 2019-20)  

Source:  VOA Business Floorspace Statistics 

Stock by Size 

 The VOA’s 2020 non-domestic rating summary valuations list of hereditaments can be used to assess 

the distribution of properties by size. A hereditament can be defined as a piece of property which is 

subject to non-domestic rates and can be smaller than an address2. 

 It can be seen in the table below that the 69% of office hereditaments in RBKC are less than 100 sqm 

in size3. However, just 15.5% of floorspace is in hereditaments of less than 100 sqm. Most floorspace 

is in hereditaments of 100-500 sqm (32.4%).  

 Based on VOA data, just 1.4% of office hereditaments in RBKC are over 1,500 sqm which under 

Permitted Development Rights makes them exempt from conversion under PDRs. However, 30.6% of 

office floorspace is in hereditaments over 1500 sqm – meaning 69.4% of office floorspace could be 

converted under PDR. 

 

2 Therefore, a hereditament includes a significant number of separate ‘pods’ and rooms in the same building which are likely to 

be shared workspaces. 

3 This includes a significant number of separate ‘pods’ and rooms in the same building which are likely to be shared workspaces. 
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 Office Stock by Size Band (Year built or renovated) 

Source:  VOA, Iceni Analysis 

 The table below shows that 76% of industrial hereditaments in RBKC are less than 100 sqm. However, 

only 19.4% of industrial floorspace is in hereditaments of less than 100 sqm. Most floorspace is in 

hereditaments of between 100 and 500 sqm (29%).  

 Just 1% of industrial hereditaments in RBKC are larger than 1,500 sqm. However, 37.9% of floorspace 

is in hereditaments over this threshold. 

 Industrial Stock by Size Band (Year built or renovated) 

Source:  VOA, Iceni Analysis 

Stock by Size and Sub-Market 

 The map below shows the distribution of office hereditaments across RBKC. It can be seen that offices 

are spread across the Borough but that there is a greater concentration in the south. The larger office 

are concentrated in the south-east of the Borough and particularly within the sub-market areas identified 

in chapter 5 around Knightsbridge, Kensington, Notting Hill and Chelsea. However, there is also a 

concentration of offices in the two northern EZ’s, with lots of larger offices in the Kensal EZ. 

Size Band Number of 

Hereditaments 

% of 

Hereditaments 

Floorspace 

(sqm) 

% of 

Floorspace 

<100 sqm 2535 69.2%  94,400  15.5% 

100-500 sqm 910 24.8%  197,360  32.4% 

500-1,500 sqm 167 4.6%  130,856  21.5% 

1,500-5,000 sqm 44 1.2%  94,779  15.6% 

5,000+ sqm 9 0.2%  91,387  15.0% 

Size Band Number of 

Hereditaments 

% of 

Hereditaments 

Floorspace 

(sqm) 

% of 

Floorspace 

<100 sqm 692 76.0% 26,629 19.4% 

100-500 sqm 184 20.2% 39,837 29.0% 

500-1,500 sqm 25 2.7% 18,766 13.7% 

1,500-5,000 sqm 7 0.8% 27,184 19.8% 

5,000-10,000 sqm 1 0.1% 5,321 3.9% 

10,000+ sqm 1 0.1% 19,418 14.2% 
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 Map of Office Hereditaments by Size 

Source:  VOA, Iceni Analysis 

 The table below breaks down the number of office hereditaments in RBKC into size bands and sub-

markets/Employment Zones (including areas which are outside defined areas classed as ‘Rest of 

Borough’). Of the defined areas, Knightsbridge and South Kensington has the most office hereditaments
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 Number of Office Hereditaments by Size Band by Employment Zone/Sub-Market Area 

Source:  VOA, Iceni Analysis 

Size Band (sqm) Latimer Road 

Employment 

Zone 

Kensal 

Road 

Employment 

Zone 

Lots Road 

Employment Zone 

Kensington 

Sub-

market 

Kings Road 

Sub-market 

Knightsbridge 

and South 

Kensington 

Sub-market 

Notting 

Hill 

Sub-

market 

Rest of 

Borough 

<100 41 196 172 434 125 456 207 873 

100-500 64 27 47 74 113 149 91 311 

500-1500 20 4 1 20 22 23 9 61 

1500-5000 7 2 1 7 9 6 1 10 

5000+ 1 0 0 5 0 0 0 3 

Total 133 229 221 540 269 634 308 1258 
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 The table below breaks down the amount of office floorspace by size band and sub-market. Unlike for 

the number of hereditaments, Kensington has the greatest amount of office floorspace – this is driven 

by the fact that unlike any other sub-market it has five office hereditaments of over 5,000 sqm. 

 It is of note that the total floorspace is higher than the VOA report for the Borough wide total (457,000 

in 2019-20). The VOA acknowledge that there are discrepancies in their assessment methodologies for 

floorspace and at the present time are unable to offer clear reasoning for the differences. One 

suggestion put forward by VOA is that valuation assessment of units covers all office floorspace even if 

ancillary, whereas Borough level data reports offices within office buildings only, although this has not 

been confirmed.
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 Amount of Office Floorspace (sqm) by Size Band by Sub-Market Area 

Source:  VOA, Iceni Analys

Size Band (sqm) Latimer Road 

Employment 

Zone 

Kensal 

Road 

Employment 

Zone 

Lots Road 

Employment Zone 

Kensington 

Sub-

market 

Kings 

Road Sub-

market 

Knightsbridge 

and South 

Kensington 

Sub-market 

Notting 

Hill 

Sub-

market 

Rest of 

Borough 

Total 

<100 2,429 7,693 6,864 8,907 5,509 17,163 9,418 35,020 93,002 

100-500 13,503 4,856 8,109 17,385 22,833 32,633 21,016 69,009 189,345 

500-1500 17,163 3,286 533 15,303 17,452 16,495 8,249 46,954 125,435 

1500-5000 15,307 4,059 1,705 14,210 19,889 11,459 2,789 21,988 91,405 

5000+ 5,589 0 0 61,110 0 0 0 24,688 91,387 

Total 53,990 19,894 17,210 116,916 65,683 77,749 41,472 197,659 590,574 

% 9% 3% 3% 20% 11% 13% 7% 33% 100% 
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 The map below shows the distribution of industrial hereditaments across the Borough by size band. It 

can be seen that there are industrial properties spread across the Borough but that there is a greater 

concentration in the far north of the Borough, particularly in the two Employment Zones (EZs). There 

are a number of larger properties in both the north and south of the Borough but again these are more 

concentrated in the far north. 

 Map of Industrial Hereditaments by Size 

Source:  VOA, Iceni Analysis 

 The table below breaks down the number of industrial hereditaments in RBKC into size bands and EZs 

(including areas which are outside EZs classed as ‘Rest of Borough’). It can be seen that the Kensal 

Road EZ has the most industrial hereditaments, most of which are less than 100 sqm in size. Both Lots 

Road and Latimer Road have more industrial hereditaments of greater than 100 sqm, most of which are 

between 100 and 500 sqm. 
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 Number of Industrial Hereditaments by Size Band by Employment Zone 

Source:  VOA, Iceni Analysis 

Size Band (sqm) Latimer Road 

Employment Zone 

Kensal Road 

Employment 

Zone 

Lots Road 

Employment Zone 

Rest of 

Borough 

<100 9 168 33 454 

100-500 43 13 21 101 

500-1500 6 0 1 13 

1500-5000 1 1 0 8 

5000-10,000 0 0 0 1 

10,000+ 0 0 0 1 

Total 59 182 55 578 
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 The table below breaks down the amount of industrial floorspace by size band and sub-market. Unlike 

for the number of hereditaments, Latimer Road has the greatest amount of industrial floorspace – this 

is driven by the fact it has 50 office hereditaments of over 100 sqm. 

 Again, it can be seen that the total floorspace is higher than the VOA report for the Borough wide total 

(94,000 in 2019-20). As above, the VOA acknowledge that there are discrepancies in their assessment 

methodologies for floorspace and at the present time are unable to offer clear reasoning for the 

differences. One suggestion put forward by VOA is that valuation assessment of units covers all 

industrial floorspace even if ancillary, whereas Borough level data reports industrial within industrial 

buildings only, although this has not been confirmed.
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 Amount of Office Floorspace (sqm) by Size Band by Sub-Market Area 

Source:  VOA, Iceni Analysis

Size Band (sqm) Latimer Road 

Employment Zone 

Kensal Road 

Employment Zone 

Lots Road Employment Zone Rest of 

Borough 

Total 

<100  496   5,542   1,579   17,844   25,461  

100-500  10,682   3,396   4,039   20,156   38,273  

500-1500  4,966  0  547   11,773   17,286  

1500-5000  3,490   3,003  0  20,692   27,184  

5000-10,000 0 0 0  5,322   5,322  

10,000+ 0 0 0  19,419   19,419  

Total  19,634   11,941   6,165   95,206   132,946  

% 15% 9% 5% 72% 100% 
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Quality 

Age 

 The table below shows the age of office, industrial and warehousing stock in RBKC based on Co-star 

data. It can be seen that over half the office stock for which data is available, was built before 1940 and 

onl7 17% after 1991. Again, for industrial stock, half the stock was built before 1940 but, in addition to 

this, around 44% was built before 1991. Warehousing stock is also ageing with 88% built before 1991 

(however this is based on a very small sample size). 

 Stock by Age (Year built or renovated) 

Source:  Co-star, Iceni Analysis 

 In order to compare the age of RBKC’s stock to the rest of London and the rest of the country, older 

data has been used. It can be seen in the table below that RBKC has a high percentage of pre-1940 

office stock than London and England and Wales. It also has a lower percentage of stock built post-

1991. 

 Office Stock by Age 

Source:  London Datastore (2004) 

 RBKC’s factory and warehouse stock is also ageing compared to London and England and Wales as 

can be seen in the tables below although samples sizes are small and should be treated with caution. 

 Factory Stock by Age 

 % Pre-

1940 

% 1941-

1970 

%1971-

1990 

% 1991-

2000 

% 2011-

2020 

Sample 

Size 

Office 57% 7% 18% 11% 6% 536 

Industrial 50% 13% 31% 9% 3% 32 

Warehousing 25% 13% 50% 13% 0% 8 

 % Pre-

1940 

% 1941-

1970 

%1971-

1980 

% 1981-

1990 

% 1991-

2000 

% 2001-

2003 

RBKC 40.6% 22.1% 12.2% 15.3% 9.8% Unknown 

London 30.5% 20.7% 9.8% 18.7% 14.8% 5.5% 

England and Wales 29.6% 19.4% 11.7% 18.1% 15.6% 5.6% 

 % Pre-

1940 

% 1941-

1970 

%1971-

1980 

% 1981-

1990 

% 1991-

2000 

% 2001-

2003 

RBKC 34.9% 46.6% 18.5% Unknown Unknown Unknown 

London 39.5% 36.0% 8.9% 10.2% 4.5% 0.9% 
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Source:  London Datastore (2004) 

 Warehouse Stock by Age 

Source:  London Datastore (2004) 

Class 

 807 of the 831 offices in RBKC listed on Co-star are Class B. Class B offices has been described by 

Co-star as the following;  

‘In general, a class B building offers more utilitarian space without special attractions. It will typically 

have ordinary architectural design and structural features, with average interior finish, systems, and floor 

plans, adequate systems and overall condition. It will typically not have the abundant amenities and 

location that a class A building will have. This is generally considered to be more of a speculative 

investment. The maintenance, management and tenants are average to good, although, Class B 

buildings are less appealing to tenants and may be deficient in a number of respects including floor 

plans, condition and facilities. They therefore attract a wide range of users with average rents. They lack 

prestige and must depend chiefly on lower price to attract tenants and investors. Typical investors are 

some national but mostly local.’ 

 28 out of 54 industrial properties in RBKC listed on Co-star are Class B, whilst 28 are Class C (one 

unclassified). Class B is described above and Class C can be described as the following; 

‘In general, a class C building is a no-frills, older building that offers basic space. The property has 

below-average maintenance and management, a mixed or low tenant prestige, and inferior elevators 

and mechanical/electrical systems. As with Class B buildings, they lack prestige and must depend 

chiefly on lower price to attract tenants and investors.’ 

Rating 

 Co-stars Star Rating System provides a benchmark for rating and categorising buildings based on a 

combination of building characteristics and the value of the building relative to market average. The 

general criteria used in the rating system of outlined in the table below. 

England and Wales 26.3% 35.3% 14.9% 13.7% 8.2% 1.5% 

 % Pre-

1940 

% 1941-

1970 

%1971-

1980 

% 1981-

1990 

% 1991-

2000 

% 2001-

2003 

RBKC 38.6% 51.5% 9.9% Unknown Unknown Unknown 

London 23.9% 25.7% 17.1% 18.0% 8.8% 6.5% 

England and Wales 16.7% 26.7% 18.4% 17.9% 14.8% 5.6% 
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 Co-star Star Ratings 

Source:  Co-star 

 The average rating for office stock in RBKC is 2.6 stars and 36.6% of stock is rated 2 Star with 50.9% 

of stock rated 3 Star, as can be seen in the table below. 

 For industrial stock, the average rating in RBKC is 1.8 and 55.6% of stock is rated 2 Star with 33.4 being 

just 1 Star. 

 87.5% of warehousing stock in RBKC is rated 2 Star with an average of 2.1 Stars. However, this is 

based on a sample size of just 8 properties. 

 Stock by Star Rating 

Source:  Co-star, Iceni Analysis 

 Office Industrial 

4/5 Star • New or refurbished construction 

exhibiting the latest trends in office 

design. 

• Prominent in its context. 

• Sustainable and energy efficient. 

• High quality materials and systems. 

• Efficient floor plates and generous 

ceiling heights. 

• High glazing ratios for daylight and 

views. 

• Rents above market averages 

• Efficient loading ratios. 

• High eaves heights. 

• Land available for manoeuvrability, 

access and expansion. 

• Likely new, large, modern 

distribution and warehouse facilities. 

• Adequate roof lights. 

• Flexibility to accommodate various 

tenants and uses. 

• Rents above market averages within 

its secondary type. 

3 Star • An older structure, but not 

refurbished. 

• Standard ceiling heights with less 

efficient floor plates. 

• Average or near average market 

rents 

• Smaller structures with lower eaves 

heights. 

• Limited land for expansion and 

access. 

• Average or near average market 

rents. 
1/2 Star • In need of significant refurbishment 

or only suitable for smaller tenants. 

• Lowest rents in market. 

• Suitable for smaller, unique 

industrial uses. 

• Limited functionality. 

• Lowest rents in market. 

 % 1 Star % 2 Star % 3 Star % 4 Star % 5 Star Sample 

Size 

Office 4.5% 36.6% 50.9% 8.1% 0% 831 

Industrial 33.3% 55.6% 11.1% 0% 0% 54 

Warehousing 0% 87.5% 12.5% 0% 0% 8 
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 PROPERTY MARKET ASSESSMENT 

 In this section, we assess the dynamics of the employment floorspace market in RBKC and how these 

relate to the wider London office market.  The employment floorspace market in the Borough is diverse, 

with a significant range of rents and occupiers.  To a degree, the employment floorspace market reflects 

the diversity of the residential market, with significant differences in rents and capital values between 

the higher value areas in the south and the lower value areas in the north of the Borough.   

Borough overview – offices  

 As at 24 June 2021, the Borough accommodated 8.5 million square feet (0.79 million square metres) of 

office floorspace, with an additional 0.421 million under construction.  Over the 12 month period to June 

2021, the net absorption rate was -177,000 square feet, compared to -43,200 square feet in the previous 

12 month period.  The vacancy rate stood at 5.8%, which has increased by 2.1%.   

 The average market rent for available space in June 2021 was £48.90 per square foot, compared to an 

average of £50.53 per square foot in the previous 12 month period.  Average capital values stood at 

£946 per square foot, down from £969 per square foot, or -2.3% in the previous 12 month period.  

Average investment yields were 4.2%, 0.1% lower than in the previous period.  

 Over the past year, 15 office properties were sold with a total value of £131 million, taking an average 

of 6.8 months from listing to completion of sales. 
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Figure 5.1: RBKC key office market performance indicators  

 

Source: Costar analytics  

 Figure 5.1 shows current office market performance in the context of the past 10 years.  In summary, 

this indicates that: 

• Vacancy rates today of 5.79% sit well outside the typical 10 year range of 1.87% to 3.98%.  In June 

2020, the vacancy rate was 3.69%, and today’s rate of 5.79% is significantly higher.  This is 

unsurprising in the context of the Coronavirus Pandemic which saw a switch to home working for 

almost all office-based workers which saw tenants delay decisions on taking new space. 

• The 10 year average 12 month net-absorption rate is -15,493 square feet per annum.  The typical 

10 year range is addition of 75,017 square feet of space per annum to a loss of 106,225 square feet 

per annum.  The 12 month floorspace not absorbed (177,451 square feet of space) in 2020-21 is a 

clear outlier, although lower than the highest negative net absorption rate of 220,082 square feet. 

• No net additional space was delivered in the past 12 month period, which typically ranges from 

60,261 square feet per annum to losses of 97,450 square feet per annum.  
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• Annual rental growth of -3.2% fell well outside the normal range of +11.5% to -1.9%.   However, 

average market rents of £48.90 per square foot remaining toward the top end of the range for the 

past 10 years (£36.72 to £52.49 per square foot).   

• Market sales values also remained at the top end of the range over the past 10 years at an average 

of £946 per square foot (compared to £975 per square foot at the top end of the range and £611 

per square foot at the bottom end of the range).   

• Investment yield sharpened to 4.22% (previously 4.3%) and also remained at the bottom end of the 

range (4.16% to 5.00%) indicating continued confidence among investors.   

• Investment sales totalling £134 million fell towards to lower end of the 10 year range (£41.6 million 

to £476 million) although in the circumstances, this still reflects a reasonable level of activity.    

 Market rents are forecast to continue falling during the remainder of 2021 but then re-bound from 2022 

onwards, with a relatively modest growth rate of 3-4% per annum (see Figure 5.2).  While this is lower 

than the levels of growth seen in 2012 to 2016, it is arguably a more sustainable pattern of growth.   

Figure 5.2: Future rental growth  

 

Source: CoStar  

 Occupancy is forecast to fall to 90% during 2021 but then bounce back to just over 94% by 2025.  This 

will be lower than the typical 96% - 98% occupancy achieved between 2012 and 2019 (see Figure 5.3).   
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Figure 5.3: Occupancy rate  

 

Source: CoStar  

 However, this occupancy rate and the implied level of vacancies is somewhat misleading as an indicator 

of long term trends due to the completion in 2021 of circa 400,000 square feet of new office floorspace 

which the market will need to absorb.  In the absence of this new floorspace becoming available, it is 

likely that occupancy would have returned to long term trend levels of 98%.   

Figure 5.4: Net absorption, net deliveries and vacancies  

 

Source: CoStar  
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 Future office market sentiment is uncertain at the time of writing, with expectations on an eventual return 

to work but an increased level of remote working. Space is likely to be partly refocused on communal 

and meeting space rather than primarily desk space.   

Borough overview – industrial and light industrial   

 As at 24 June 2021, the Borough accommodated 0.5 million square feet (46,172 square metres) of 

industrial and light industrial floorspace. At the present time, no additional floorspace is under 

construction.  Over the 12 month period to June 2021, the net absorption rate was -4,300 square feet, 

compared to +20,345 square feet in the previous 12 month period.  The vacancy rate stood at 1.5%, 

which has increased by 1.1%.   

 The average market rent for available industrial space in June 2021 was £29.89 per square foot, 

compared to an average of £29.13 per square foot in the previous 12 month period; an increase of 2.6%.  

This reflects the continuing tightening of supply of industrial floorspace resulting from long term losses 

of floorspace to other uses and growing demand, particularly in the logistics sector.  Average capital 

values stood at £591 per square foot, up from £567 per square foot, or +4.2% in the previous 12 month 

period.  Average investment yields were 3.9%, 0.1% higher than in the previous period.  

 Over the past year, there have been no sales of industrial buildings, indicating that landowners consider 

that this type of investment should be held rather than disposed of.   
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Figure 5.5: RBKC key industrial market performance indicators  

 

Source: Costar analytics  

 Figure 5.5 shows current industrial market performance in the context of the past 10 years.  In summary, 

this indicates that:  

• vacancy rates today of 1.5% sit at the lower end of the typical 10 year range of 0.73 to 5.48%.  In 

June 2020, the vacancy rate was 0.63%, and today’s rate of 1.50% is clearly higher, but lower than 

the 10 year average of 3.11%.  The industrial and logistics sectors have not suffered adverse 

impacts of the Coronavirus Pandemic, with greater reliance on internet retailing seeing more 

demand for logistics hubs and last mile logistics facilities.   

• The 10 year average 12 month net-absorption rate is -1,632 square feet per annum.  The typical 10 

year range is an additional 18,502 square feet of space per annum to space not taken up of 21,754 

square feet per annum.  The 12 month net reduction of 4,350 square feet of space taken up in 2020-

21 is just below the 10 year average and indicates a degree of resilience in the sector. 

• No net additional space was delivered in the past 12 month period, which typically ranges from 

losses of 7,960 to 17,004 square feet, again indicating a degree of resilience.  
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• Annual rental growth of 2.6% is lower than the 3.8% increase seen in the previous 12 months.  The 

rate of rental growth is also outside the typical range for the past 10 years of 3.2% to 8.0%.  This is, 

nevertheless, an increase which indicates that demand is greater than supply of this type of 

floorspace.   

• Market sales values were at a new high in the last 12 months, at an average of £591 per square 

foot, which is higher than the typical 10 year range of £196 to £505 per square foot.     

• Investment yield softened by 0.1% from 3.8% to 3.9% indicating a very modest reduction in investor 

confidence.  Nevertheless, investment yields remain at the lowest end of the typical ten year range 

of 3.86% to 6.11% suggesting no waning of investor confidence.   

• There were no investment sales in the past 12 months, whereas the typical ten year range is £1.6 

million to £13.5 million of sales per annum.  This suggests that landowners currently prefer to retain 

industrial and light industrial stock due to its strong covenant and long term growth potential. 

 Market rents are forecast to continue growing beyond 2021, although as can be noted in Figure 5.6, the 

rate of growth has been falling since it peaked at 8% per annum between 2014 and 2017. In 2021, rental 

growth is forecast to be circa 2, but then accelerating from 2022 onwards, reaching a rate of 5% per 

annum in 2024.  By the end of 2025, rents are forecast to increase to almost £36 per square foot from 

today’s £29.89 per square foot.       

Figure 5.6: Future rental growth  

 

Source: Costar  
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 Occupancy increased in 2020 from circa 95% to 99%, reflecting strengthening demand for this type of 

floorspace.  However, occupancy is forecast to fall back modesty to circa 98% during 2021 and beyond.  

However, this is still higher than the lower end of the range shown in Figure 5.7, which shows occupancy 

falling to as low as 91% in 2017.  Falls in occupancy tend to be followed by strong recoveries within a 

short space of time; following the drop from 99% to 91% in 2017, occupancy bounced back in 2018 to 

over 99%.     

Figure 5.7: Occupancy rate  

 

Source: Costar  

 The vacancy rate is forecast to remain stable at just under 2%, with no significant new supply anticipated 

over the net four years (see Figure 5.8).  Furthermore, forecasts indicate a modest continuing erosion 

of the stock of industrial land over the next few years, but despite these losses, the vacancy rate is not 

expected to narrow.   
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Figure 5.8: Net absorption, net deliveries and vacancies  

 

Source: Costar  

Notting Hill Office Area  

 As at 24 June 2021, the Notting Hill Office Area accommodated 690,000 square feet (64,102 square 

metres) of office floorspace, with no additional floorspace currently under construction.  Over the 12 

month period to June 2021, the net absorption rate was -15,500 square feet, compared to -6,200 square 

feet in the previous 12 month period.  The vacancy rate stood at 4.1%, which increased from 1.8% in 

the previous 12 month period.   

 The average market rent for available space in June 2021 was £46.01 per square foot, compared to an 

average of £48.19 per square foot in the previous 12 month period.  This is lower than the Borough-

wide average of £48.90 pre square foot.  Average capital values stood at £869 per square foot, down 

by 2.8% in comparison to the previous 12 month period.  Values are lower than the Borough-wide 

average of £946 per square foot.  Average investment yields were 4.1%, unchanged from the previous 

period and marginally sharper in comparison to the Borough-wide average yield of 4.2%.  

 Over the past year, there were sales of offices in the Notting Hill Office Area with a total sales volume 

of £27.9 million.   

 Current summary office market performance in the context of the past 10 years indicate that:  

• vacancy rates today of 4.07% sit well outside the typical 10 year range of 0.45% to 2.78%.  In June 

2020, the vacancy rate was 2.22%, and today’s rate of 4.07% is significantly higher.  This is 

unsurprising in the context of the Coronavirus Pandemic. 
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• The 10 year average 12 month net-absorption rate is -2,376 square feet per annum.  The typical 10 

year range is -12,064 square feet of space per annum not absorbed to +7,324 square feet per 

annum absorbed.  Over the past 12 months, 15,538 square feet of space has not been absorbed, 

which sits outside the 10 year range.   

• No net additional space was delivered in the past 12 month period, which typically ranges from 

4,086 square feet per annum to losses of 5,708 square feet per annum.  

• Annual rental growth of -4.5% fell well outside the normal range of 13.5% to -3.0%.   However, 

average market rents of £46.01 per square foot remain towards the top end of the range for the past 

10 years (£33.97 to £50.21 per square foot). 

• Rents in the Notting Hill Office Area are forecast to continue falling during 2021and the first half of 

2022, but then increase from 2023 onwards, reaching an annual growth rate of circa 3.5% in 2024.     

• The occupancy rate is forecast to fall from circa 96% in 2021 to 94.7% in early 2023.  However, 

occupancy is forecast to increase to 95.5% by 2025.  

• Market sales values also remained at the top end of the range over the past 10 years at an average 

of £869 per square foot (compared to £899 per square foot at the top end of the ten year range and 

£549 per square foot at the bottom end of the range).   

• Investment yield remained unchanged at 4.10%, at the bottom end of the ten year range (4.10% to 

4.94%) indicating no change in confidence among investors.   

• There were six investment sales during the 12 month period with a total sales volume of £27.9 

million.   This is in the middle of the typical 10 year range of £3.3 million to £48.8 million.    

Kensington Office Area  

 As at 24 June 2021, the Kensington Office Area accommodated 1.4 million square feet (130,063 square 

metres) of office floorspace, with an additional 76,000 square feet currently under construction.  Over 

the 12 month period to June 2021, the net absorption rate was -27,500 square feet, compared to +4,600 

square feet in the previous 12 month period.  The vacancy rate stood at 2.0%, which has increased from 

0.0% in the previous 12 month period.   

 The average market rent for available space in June 2021 was £45.78 per square foot, compared to an 

average of £48.10 per square foot in the previous 12 month period.  This is lower than the Borough-

wide average of £48.90 pre square foot.  Average capital values stood at £958 per square foot, down 

by 2.9% in comparison to the previous 12 month period.  Values are higher than the Borough-wide 

average of £946 per square foot.  Average investment yields were 4.3%, unchanged from the previous 

period and marginally softer in comparison to the Borough-wide average yield of 4.2%.  
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 Over the past year, there were no sales of offices in the Kensington Office Area.   

 Current summary office market performance in the context of the past 10 years indicate that:  

• vacancy rates today of 2.0% sit within the typical 10 year range of 0.26% to 2.88%.  In June 

2020, the vacancy rate was 0.58%, and today’s rate of 2.0% is significantly higher.  This is 

unsurprising in the context of the Coronavirus Pandemic, but still a relatively low level of vacancy 

compared to other areas. 

• The 10 year average 12 month net-absorption rate is -10,567 square feet per annum.  The typical 

10 year range is absorption of 16,786 square feet of space per annum to space not absorbed of 

-37,917 square feet per annum.  Over the past 12 months, 27,475 square feet of space has not 

been absorbed, which is towards the bottom end of the 10 year range.   

• No net additional space was delivered in the past 12 month period, which typically ranges from 

0 square feet per annum to losses of 93,938 square feet per annum.  

• Annual rental growth of -4.8% fell well outside the normal range of 12.7% to -2.7%.   However, 

average market rents of £45.78 per square foot remain towards the top end of the range for the 

past 10 years (£33.20 to £49.33 per square foot). 

• Rents in the Kensington Office Area are forecast to continue falling during 2021, but then 

increase from the middle of 2022 onwards, reaching an annual growth rate of circa 4% in 2024.   

• The occupancy rate is forecast to fall from circa 98% in 2021 to 86% in 2022 due to the addition 

of 76,000 square feet of office floorspace currently under construction.  However, occupancy is 

forecast to increase to 96.5% by 2024.  

• Market sales values also remained at the top end of the range over the past 10 years at an 

average of £958 per square foot (compared to £994 per square foot at the top end of the ten 

year range and £626 per square foot at the bottom end of the range).   

• Investment yield softened marginally to from 4.17 to 4.25 but remained at the bottom end of the 

ten year range (4.17% to 5.04%) indicating little change in confidence among investors.   

• There were no investment sales during the 12 month period.    

 Kings Road Office Area  

 As at 24 June 2021, the Kings Road Office Area accommodated 723,000 square feet (67,168 square 

metres) of office floorspace, with no schemes currently under construction.  Over the 12 month period 

to June 2021, the net absorption rate was -23,600 square feet, compared to +24 square feet in the 
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previous 12 month period.  The vacancy rate stood at 3.5%, which has increased by just 0.2% in 

comparison to the previous 12 month period.   

 The average market rent for available space in June 2021 was £49.67 per square foot, compared to an 

average of £51.77 per square foot in the previous 12 month period.  This is marginally lower than the 

Borough-wide average of £48.90 pre square foot.  Average capital values stood at £989 per square foot, 

down by 2.8% in comparison to the previous 12 month period.  Values are higher than the Borough-

wide average of £946 per square foot.  Average investment yields were 4.2%, unchanged from the 

previous period and in line with the Borough-wide average yield of 4.2%.  

 Over the past year, there were no sales of offices in the Kings Road Office Area, but one property is for 

sale (with no information available on potential sales volume).   

 Current summary market performance in the context of the past 10 years indicate that:   

• vacancy rates today of 3.50% are close to the 10 year average of 2.82% and well within the typical 

10 year range of 0.51% to 5.12%.  In June 2020, the vacancy rate was 0.42%, and today’s rate of 

2.85% is somewhat higher.  This is unsurprising in the context of the Coronavirus Pandemic and a 

move towards home working. 

• The 10 year average 12 month net-absorption rate is +18,567 square feet per annum.  The typical 

10 year range is absorption of 18,567 square feet of space per annum to a reduction of -17,753 

square feet per annum.  Over the past 12 months, 23,622 square feet of space has not been 

absorbed, which is lower than the 10 year range.   

• No net additional space was delivered in the past 12 month period, which typically ranges from 

reductions of -2,811 to -24,106 square feet per annum.  

• Annual rental growth of -4.0% in the last 12 month period was outside the normal range of -2.7% to 

+11.6%.   Average market rents of £49.67 per square foot remain towards the top end of the range 

for the past 10 years (£38.06 to £53.66 per square foot). 

• Rents in the Kings Road Office Area are forecast to continue falling during 2021 and the first half of 

2022, but then increase from 2022 onwards, with an annual increase of circa 4% per annum from 

2023 onwards.     

• The occupancy rate is forecast to fall from circa 96.5% in 2021 to 95.5% in 2022 but then increase 

back up to 96.5% by 2023.  
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• Market sales values also remained at the top end of the range over the past 10 years at an average 

of £989 per square foot (compared to £1,018 per square foot at the top end of the ten year range 

and £643 per square foot at the bottom end of the range).   

• Investment yield remained unchanged at 4.20% and was at the bottom end of the ten year range 

(4.10% to 4.91%) indicating little change in confidence among investors.   

• There were no investment sales during the 12 month period.  The typical 10 year range of sales 

volumes is £2.7 million to £18.9 million per annum.    

Knightsbridge and South Kensington Office Area  

 As at 24 June 2021, the Knightsbridge and South Kensington Office Area accommodated 1.6 million 

square feet (148,643 square metres) of office floorspace, with an additional 66,800 square feet currently 

under construction.  Over the 12 month period to June 2021, the net absorption rate was -3,400 square 

feet, compared to -69,500 square feet in the previous 12 month period.  The vacancy rate stood at 7.2%, 

which has increased by 0.2%.   

 The average market rent for available space in June 2021 was £59.05 per square foot, compared to an 

average of £59.61 per square foot in the previous 12 month period.  This is higher than the Borough-

wide average of £48.90 pre square foot.  Average capital values stood at £1,045 per square foot, down 

by 2.3% in comparison to the previous 12 month period.  Values are higher than the Borough-wide 

average of £946 per square foot.  Average investment yields were 4.10%, unchanged from the previous 

period and marginally sharper than the Borough-wide average yield of 4.2%.  

 Over the past year, offices with a value of £32 million were transacted in the area.  This is towards the 

higher end of the range of £1.6 million to £45.2 million per annum.   

 Current summary office market performance in the context of the past 10 years indicate that:  

• vacancy rates today of 7.23% sit well outside the typical 10 year range of 1.65% to 5.57%.  In June 

2020, the vacancy rate was 6.78%, and today’s rate of 7.23% is marginally higher.  This is 

unsurprising in the context of the Coronavirus Pandemic. 

• The 10 year average 12 month net-absorption rate is +4,932 square feet per annum.  The typical 

10 year range is space absorbed totalling 23,800 square feet of space per annum to space not 

absorbed totalling 50,564 square feet per annum.  Over the past 12 months, 3,418 square feet of 

space has not been absorbed, which is lower than the 10 year range.  This is a significant 

improvement on the previous 12 month period (70,491 square feet not absorbed).   
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• No net additional space was delivered in the past 12 month period, which typically ranges from 

reductions of 39,478 square feet per annum to reductions of 4,046 square feet per annum.  

• Annual rental growth of -1.0% was within the normal range of -1.6% to +10.3%.   However, average 

market rents of £59.05 per square foot remain towards the top end of the range for the past 10 years 

(£45.89 to £61.20 per square foot). 

• Rents in the Knightsbridge and South Kensington Office Area are forecast to continue falling during 

2021, but then increase from 2022 onwards, reaching an annual growth rate of circa 3% by the end 

of 2023.     

• The occupancy rate is forecast to increase from circa 93% in 2021 to 95% in 2023.   

• Market sales values also remained at the top end of the range over the past 10 years at an average 

of £1,045 per square foot (compared to £1,078 per square foot at the top end of the ten year range 

and £720 per square foot at the bottom end of the range).   

• Investment yield remained unchanged at 4.10% and remained at the bottom end of the ten year 

range (4.02% to 4.71%) indicating little change in confidence among investors.   

• There was one investment sale during the 12 month period with a lot size of £32 million.    

 Kensal Road Employment Zone – offices  

 As at 24 June 2021, the Kensal Road Employment Zone (‘EZ’) accommodated 287,000 square feet 

(26,663 square metres) of office floorspace, with an additional 117,000 square feet currently under 

construction.  Over the 12 month period to June 2021, the net absorption rate was -6,300 square feet, 

compared to -584 square feet in the previous 12 month period.  The vacancy rate stood at 9.5%, which 

has increased by 2.2%.   

 The average market rent for available space in June 2021 was £38.55 per square foot, compared to an 

average of £40.19 per square foot in the previous 12 month period.  This is lower than the Borough-

wide average of £48.90 pre square foot.  Average capital values stood at £731 per square foot, down 

by 2.1% in comparison to the previous 12 month period.  Values are lower than the Borough-wide 

average of £946 per square foot.  Average investment yields were 4.4%, unchanged from the previous 

period and marginally softer in comparison to the Borough-wide average yield of 4.2%.  

 Over the past year, there were no sales of offices in the EZ.   

 Current summary office market performance in the context of the past 10 years indicate that:   



 
 

    
    
    
    
 36 

• vacancy rates today of 9.47% sit well outside the typical 10 year range of 2.00% to 8.80%.  In June 

2020, the vacancy rate was 7.29%, and today’s rate of 9.47% is significantly higher.  This is 

unsurprising in the context of the Coronavirus Pandemic which saw a switch to home working for 

almost all office-based workers which saw tenants delay decisions on taking new space. 

• The 10 year average 12 month net-absorption rate is +4,932 square feet per annum.  The typical 

10 year range is addition of 24,094 square feet of space per annum to a loss of 19,665 square feet 

per annum.  Over the past 12 months, 6,262 square feet of space has not been absorbed, which is 

lower than the 10 year range.   

• No net additional space was delivered in the past 12 month period, which typically ranges from 

54,967 square feet per annum to losses of 19,665 square feet per annum.  

• Annual rental growth of -4.1% fell well outside the normal range of 12.4% to -2.2%.   However, 

average market rents of £38.55 per square foot remain towards the top end of the range for the past 

10 years (£27.66 to £41.37 per square foot). 

• Rents in the EZ are forecast to continue falling during 2021, but then increase from 2022 onwards.     

• The occupancy rate is forecast to fall from circa 92% in 2021 to 66% in 2022 due to the addition of 

117,000 square feet of office floorspace currently under construction.  However, occupancy is 

forecast to increase to 90% by 2025.  

• Market sales values also remained at the top end of the range over the past 10 years at an average 

of £731 per square foot (compared to £749 per square foot at the top end of the ten year range and 

£472 per square foot at the bottom end of the range).   

• Investment yield weakened to 4.40% (previously 4.35%) but remained at the bottom end of the ten 

year range (4.35% to 5.18%) indicating little change in confidence among investors.   

• There were no investment sales during the 12 month period.    

Kensal Road Employment Zone – industrial and light industrial   

 As at 24 June 2021, the Kensal Road EZ accommodated 102,000 square feet (9,476 square metres) of 

industrial and light industrial floorspace. At the present time, no additional floorspace is under 

construction.  Over the 12 month period to June 2021, the net absorption rate was zero, unchanged 

from the previous 12 month period.  The vacancy rate stood at 0%, again unchanged from the previous 

12 month period.   

 The average market rent for available industrial space in June 2021 was £38.28 per square foot, 

compared to an average of £38.77 per square foot in the previous 12 month period; an increase of 1.1%.  



 
 

    
    
    
    
 37 

This reflects the continuing tightening of supply of industrial floorspace resulting from long term losses 

of floorspace to other uses and growing demand, particularly in the logistics sector.  Average capital 

values stood at £1,188 per square foot, up from £1,139 per square foot, or +4.3% in the previous 12 

month period.  Average investment yields were 3.9%, unchanged from the previous period.  

 Over the past year, there have been no sales of industrial buildings, indicating that landowners consider 

that this type of investment should be held rather than disposed of.   

 Current summary market performance in the context of the past 10 years indicate that:  

• vacancy rates today of 0% sit below the ten year range of 2.05% to 7.51%.  The industrial and 

logistics sectors have not suffered adverse impacts of the Coronavirus Pandemic, with greater 

reliance on internet retailing seeing more demand for logistics hubs and last mile logistics facilities.   

• The 10 year average 12 month net-absorption rate is +871 square feet per annum.  The typical 10 

year range is an additional 8,556 feet of space per annum to a loss of 6,788 square feet per annum.   

• No net additional space was delivered in the past 12 month period, which is an improvement on the 

last ten year period, which has seen losses of as much as 13,428 square feet per annum but no 

additions.    

• Annual rental growth of 1.1% is lower than the 2.2% increase seen in the previous 12 months.  The 

rate of rental growth is also outside the typical range for the past 10 years of 2.8% to 8.8%.  This is, 

nevertheless, an increase which indicates that demand is greater than supply of this type of 

floorspace.   

• After a period of falling growth, rental growth in the EZ is forecast to accelerate from 2021 onwards, 

increasing to 5% in 2024.     

• The occupancy rate is forecast to remain at close to 100% from 2021 to 2026.    

• Market sales values were at a new high in the last 12 months, at an average of £1,188 per square 

foot, which is higher than the typical 10 year range of £324 to £1,003 per square foot.     

• Investment yield softened by 0.03% from 3.9% to 3.93% indicating virtually unchanged levels of 

investor confidence.  The investment yields also remain at the lowest end of the typical ten year 

range of 3.9% to 6.86% suggesting no evidence of falling investor confidence.   

• There were no investment sales in the past 12 months, whereas the typical ten year range is £1.7 

million to £13.5 million of sales per annum.  This suggests that landowners currently prefer to retain 

industrial and light industrial stock due to its strong covenant and long term growth potential. 
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Latimer Road Employment Zone – offices  

 As at 24 June 2021, the Latimer Road EZ accommodated 639,000 square feet (59,365 square metres) 

of office floorspace.  There is no additional floorspace under construction.  Over the 12 month period to 

June 2021, the net absorption rate was -5,200 square feet, compared to -15,800 square feet in the 

previous 12 month period.  The vacancy rate stood at 18.8%, which has increased by 0.8% from the 

previous 12 month period.   

 The average market rent for available space in June 2021 was £41.16 per square foot, compared to an 

average of £41.61 per square foot in the previous 12 month period.  This is lower than the Borough-

wide average of £48.90 pre square foot.  Average capital values stood at £874 per square foot, down 

by 2.1% in comparison to the previous 12 month period.  Values are marginally lower than the Borough-

wide average of £946 per square foot.  Average investment yields were 4.3%, unchanged from the 

previous period and marginally softer in comparison to the Borough-wide average yield of 4.2%.  

 Over the past year, two properties in the EZ were sold, but no data is available on the sales volume.     

 Current summary office market performance in the context of the past 10 years indicate that:  

• vacancy rates today of 18.8% sit well outside the typical 10 year range of 1.32% to 14.65%.  In June 

2020, the vacancy rate was 18.0%, and today’s rate of 18.8% is therefore not markedly higher.  This 

is unsurprising in the context of the Coronavirus Pandemic which saw a switch to home working for 

almost all office-based workers which saw tenants delay decisions on taking new space. 

• The 10 year average 12 month net-absorption rate is +6,070 square feet per annum.  The typical 

10 year range is addition of 33,007 square feet of space per annum to a loss of 20,874 square feet 

per annum.  Over the past 12 months, 5,221 square feet of space has not been absorbed, which is 

lower than the 10 year range.   

• No net additional space was delivered in the past 12 month period, which typically ranges from 

7,568 square feet per annum to 49,913 square feet per annum.  

• Annual rental growth of -1.1% was within the ten year range of -3.8% to +14.4%.   However, average 

market rents of £41.16 per square foot remain towards the top end of the range for the past 10 years 

(£29.69 to £44.11 per square foot). 

• Rents in the EZ are forecast to continue falling during 2021 (down from £41.14 to £38 per square 

foot), but then increase from 2022 onwards back up to their current levels by 2025.     

• The occupancy rate is forecast to remain unchanged from its current level of circa 83% through to 

2026.    
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• Market sales values also remained at the top end of the range over the past 10 years at an average 

of £874 per square foot (compared to £887 per square foot at the top end of the ten year range and 

£532 per square foot at the bottom end of the range).   

• Investment yield remained unchanged in comparison to the previous 12 month period at 4.3%.  

Yields remain at the bottom end of the ten year range (4.25% to 5.17%) indicating little change in 

confidence among investors.   

• There were two investment sales during the 12 month period but no data is available on the sales 

volumes involved.    

Latimer Road Employment Zone – industrial   

 As at 24 June 2021, the Latimer Road EZ accommodated 121,000 square feet (11,241 square metres) 

of industrial and light industrial floorspace. At the present time, no additional floorspace is under 

construction.  Over the 12 month period to June 2021, the net absorption rate was -4,300 square feet, 

in comparison to +3,300 square feet in previous 12 month period.  The vacancy rate stood at 6.2%, an 

increase of 3.6% from the previous 12 month period.   

 The average market rent for available industrial space in June 2021 was £27.93 per square foot, 

compared to an average of £27.36 per square foot in the previous 12 month period; an increase of 2.1%.  

This reflects the continuing tightening of supply of industrial floorspace resulting from long term losses 

of floorspace to other uses and growing demand, particularly in the logistics sector.  Average capital 

values stood at £474 per square foot, up from £462 per square foot, or +2.4% in the previous 12 month 

period.  Average investment yields were 3.9%, up from 3.8% in the previous period.  

 Over the past year, there have been no sales of industrial buildings, although one property is listed for 

sale.  This indicates that landowners consider that this type of investment should be held rather than 

disposed of.  

 Current summary market performance in the context of the past 10 years indicate that:  

• vacancy rates today of 6.2% sit above the ten year range of 2.13% to 5.29%.  This is out of kilter 

with the low vacancy rates across the Borough as a whole and in the Kensal Road and Lots Road 

EZs.     

• The 10 year average 12 month net-absorption rate is +1,150 square feet per annum.  In the most 

recent 12 month period, no space was absorbed.   

• No net additional space was delivered in the past 12 month period and no data is available on 

delivery over the past ten years.    
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• Annual rental growth of 1.8% is lower than the 4.0% increase seen in the previous 12 months.  The 

rate of rental growth is also lower than the typical range for the past 10 years of 3.5% to 8.7%.  This 

is, nevertheless, an increase which indicates that demand is greater than supply of this type of 

floorspace.   

• After a period of falling growth, rental growth in the EZ is forecast to accelerate from 2% in 2021 up 

to 4% in 2024.     

• The occupancy rate is forecast to fall from 94% in 2021 to 93% by 2026.      

• Market sales values were at a new high in the last 12 months, at an average of £474 per square 

foot, which is higher than the typical 10 year range of £183 to £415 per square foot.     

• Investment yield softened from 3.8% to 3.9% indicating virtually unchanged levels of investor 

confidence.  The investment yields also remain at the lowest end of the typical ten year range of 

3.8% to 6.08% suggesting no evidence of falling investor confidence.   

• There were no investment sales in the past 12 months, whereas the typical ten year range is £0.61 

million to £2.4 million of sales per annum.  This suggests that landowners currently prefer to retain 

industrial and light industrial stock due to its strong covenant and long term growth potential. 

Lots Road Employment Zone – offices  

 As at 24 June 2021, the Lots Road EZ accommodated 208,000 square feet (19,324 square metres) of 

office floorspace.  There is no additional floorspace under construction.  Over the 12 month period to 

June 2021, the net absorption rate was 2,200 square feet, compared to 8,700 square feet in the previous 

12 month period.  The vacancy rate stood at 1.2%, which has fallen by 1% from the previous 12 month 

period.   

 The average market rent for available space in June 2021 was £43.49 per square foot, compared to an 

average of £44.75 per square foot in the previous 12 month period.  This is lower than the Borough-

wide average of £48.90 pre square foot.  Average capital values stood at £794 per square foot, down 

by 2.1% in comparison to the previous 12 month period.  Values are marginally lower than the Borough-

wide average of £946 per square foot.  Average investment yields were 4.4%, unchanged from the 

previous period and marginally softer in comparison to the Borough-wide average yield of 4.2%.  

 Over the past year, there have been no sales of office properties in the EZ.     

 Current summary office market performance in the context of the past 10 years indicate that:  
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• vacancy rates today of 1.19% are at the bottom end of the typical 10 year range of 1.17% to 4.48%.  

In June 2020, the vacancy rate was 2.34%, and today’s rate of 1.19% is therefore significantly lower.  

This indicates that there is strong demand for office floorspace in this EZ, despite the impact of the 

Coronavirus Pandemic.  Vacancy rates here are significantly lower than in other EZs and in the 

Borough as a whole (5.79%).  

• The 10 year average 12 month net-absorption rate is +54 square feet per annum.  The typical 10 

year range is absorption of 4,005 square feet of space per annum to -3,901 square feet per annum.  

Over the past 12 months, 2,187 square feet of space has been absorbed, which is towards the top 

end of the 10 year range.   

• No net additional space was delivered in the past 12 month period.  

• Annual rental growth of -2.8% was outside the ten year range of -1.8% to +12.6%.   However, 

average market rents of £43.49 per square foot remain towards the top end of the range for the past 

10 years (£30.70 to £46.21 per square foot). 

• Rents in the EZ are forecast to continue falling during 2021 and 2022 (down from £43.49 to £40.50 

per square foot), but then increase from 2023 onwards to reach £45.000 by 2026.     

• The occupancy rate is forecast to remain unchanged from its current level of circa 99% through to 

2026.    

• Market sales values also remained at the top end of the range over the past 10 years at an average 

of £794 per square foot (compared to £815 per square foot at the top end of the ten year range and 

£509 per square foot at the bottom end of the range).   

• Investment yield remained unchanged in comparison to the previous 12 month period at 4.4%.  

Yields remain at the bottom end of the ten year range (4.34% to 5.22%) indicating little change in 

confidence among investors.   

• There were no investment sales during the 12 month period.  The ten year range of annual sales 

volumes in the EZ is £0.16 million to £12.8 million.      

Lots Road Employment Zone – industrial and light industrial   

 As at 24 June 2021, the Lots Road EZ accommodated 136,000 square feet (12,635 square metres) of 

industrial and light industrial floorspace. At the present time, no additional floorspace is under 

construction.  Over the 12 month period to June 2021, the net absorption rate was nil, which was the 

same as the previous 12 month period.  The vacancy rate stood at 0%,unchanged from the previous 12 

month period.   
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 The average market rent for available industrial space in June 2021 was £32.60 per square foot, 

compared to an average of £32.01 per square foot in the previous 12 month period; an increase of 1.8%.  

This reflects the continuing tightening of supply of industrial floorspace resulting from long term losses 

of floorspace to other uses and growing demand, particularly in the logistics sector.  Average capital 

values stood at £350 per square foot, up from £325 per square foot, or +7.6% in the previous 12 month 

period.  Average investment yields were 4.0%,unchanged from the previous period.  

 Over the past year, there have been no sales of industrial buildings in this EZ.   

 Current summary market performance in the context of the past 10 years indicate that:  

• The 10 year average 12 month net-absorption rate is +1,150 square feet per annum.  In the most 

recent 12 month period, no space was absorbed.   

• No net additional space was delivered in the past 12 month period and no data is available on 

delivery over the past ten years.    

• Annual rental growth of 1.8% is lower than the 4.0% increase seen in the previous 12 months.  The 

rate of rental growth is also lower than the typical range for the past 10 years of 3.5% to 8.7%.  This 

is, nevertheless, an increase which indicates that demand is greater than supply of this type of 

floorspace.   

• After a period of falling growth, rental growth in the EZ is forecast to accelerate from 2% in 2021 up 

to 5% in 2024.     

• The occupancy rate is forecast to fall from 100% in 2021 to 99.4% in 2022, but then increase back 

up to 100% by 2026.      

• Market sales values were at a new high in the last 12 months, at an average of £350 per square 

foot, which is higher than the typical 10 year range of £133 to £296 per square foot.     

• Investment yield remained unchanged at 4.0% indicating virtually unchanged levels of investor 

confidence.  The investment yields also remain at the lowest end of the typical ten year range of 

4.0% to 6.03% suggesting no evidence of falling investor confidence.   

• There were no investment sales in the past 12 months, and there is no data on recent sales volumes, 

indicating that no industrial properties have been transacted in this EZ in the past ten years.   
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 EMPLOYMENT NEEDS: QUANTITATIVE AND QUALITATIVE 

 This section considers the future employment land needs for RBKC. These are developed in line with 

the PPG requirements which require consideration of: 

• Sectoral and employment forecasts and projections – drawing on the Cambridge Econometric 

forecasts 

• Demographically derived assessments of current and future local labour supply – these are 

considered less critical compared to the employment forecasts in the RBKC context   

• Analysis based on the past take-up of employment land and property and/or future property market 

requirements – VOA and authority completions are included below 

• Consultation with relevant organisations – feedback from consultation with public and private 

partners is included herein. 

Quantitative Employment Needs 

Labour demand  

 Although the GLA provides employment forecasts, these have not been updated in recent years and 

will not capture any Covid-19 implications. Third party forecasts from CE therefore provide the latest 

position, dated March 2021. 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: 12 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 in the future, post pandemic.  
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 Overall this generates a range of office requirements from 60,500 to 86,400 sqm. 

 Projected FTE and SQM Change by premises 2021-2043 

Source:  Cambridge Econometrics, Iceni Projects 

 The current Borough wide vacancy rate for offices is 5.79% although rates have been below 4% for the 

last 10 years. Some vacancy is required for a healthy market with churn and choice, typically 5-10%. At 

present there is some limited vacancy and there is not a need to consider further requirements to 

improve the rate. It is also reasonable to assume that the RBKC Western Fringe office market does 

have a natural lower vacancy than is the typical case, given the tight constraint on land. Equally the 

forecasts are that the rate will not expand significantly as a result of the pandemic but rather that over 

time they will return to a long term average.  

 Overall the office requirements 60,500 to 86,400 sqm appear reasonable, or 650,000 sqft to 930,000 

sqft. 

 For industry, the current vacancy is very low at 1.5%, below London’s average of 3.5%. In addition to 

net +7,096 sqm above (8,453-1,357) an increase to improve vacancy would be reasonable. To reach 

the London average of 3.5% an extra 2.0% is required, or with 2.0% of 94,000 sqm (VOA) being 1,880 

sqm. The industrial requirement is therefore 9,000 sqm (8,976 sqm) or 96,600 sqft. 

Completions  

 As reported in the stock review section, the VOA floorspace trend for offices in the Borough has been 

stable essentially from 2004-05 to 2018-19 (excluding the assumed anomaly in 2009-10), although a 

drop was reported in 2019/20. It would be reasonable to assume the VOA indicates a picture of balance, 

which matches the tight long term vacancy but lack of space in the Borough to develop additional 

premises.  

 In addition to the VOA, the Borough’s monitoring reports have been analysed. These are considered 

more reliable than the London Development Datastore which excludes smaller premises completions 

and losses. 

 FTEs SQM @ 12 

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 
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 The results are shown in the table below. A sensitivity has been run excluding 2015/16 as one particular 

development is an outlier. The AMR for that year notes ‘it is important to note that these (figures) relate 

in a large part to a single application, Charles House, 375 Kensington High Street (PP/13/07159) which 

has resulted in the loss of 48,729 sq m of B class floorspace. Whist granted in 2014 this application did 

relate to earlier applications which predated the adoption of the Core Strategy (now Local Plan) in 2010.” 

 The results, amended for 2015/15, show a slight decrease in net provision which can be expected when 

losses of older stock and residential pressures are considered. However the gross demand for new 

floorspace indicates a positive 5,149 sqm per annum. For the 2021-43 period projected forward, this 

would be 113,278 sqm, which is above the upper end of the labour demand model. The B8 gross figures 

are positive and projected forwards are 6,952 sqm, slightly below the labour demand for industrial 

overall. No B2 completions (or separate B1c) are reported. 

 Authority Completions 2012/13-19/20 

Source:  RBKC 

Future needs 

 Drawing together the data in the section above provides an overall recommended need for future 

provision of employment space as below.  

 Forecast employment needs 2021-43 (sqm) 

Source:  Iceni Projects 

Pipeline 

 RKBC have provided the planning permissions for 2020/21 and further extant permissions have been 

sourced from the London Development Database which runs to end of 2019/20 monitoring, which 

matches the completions data.  

 12/13 13/14 14/15 15/16 16/17 17/18 18/19 19/20 Av. Av. exc 

15/15 

B1 net -183 -3,706 -7,196 -50,367 -2,151 2,042 -1,995 3,885 -7,459 -1,329 

B1 gross 1,918 452 2,660 25,680 5,695 7,172 2,462 17,572 7,951 5,149 

B8 net 106 -12,924 -135 -940 -100 0 -551 106 -2,078 n/a 

B8 gross 106 1,800 0 0 0 0 309 106 316 n/a 

 Completions net  Completions gross Labour demand 

(high) 

Labour demand 

(low) 

Office -29,200 113,300 86,400 60,500 

Industrial  -45,716 6,950 9,000 
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 Pipeline at April 2021 

Source:  Iceni Projects 

 The 2020/21 RBKC approvals are driven by the redevelopment of 60 Sloane Avenue providing a net 

gain of 11,730 sqm of offices.  

 The LDD data provides a number of significant permissions, the majority of which are started but the B1 

floorspace is not reported as completed, notably: 

• Earls Court Project: 11,632 sqm net 

• 99-11 Freston Road: 6,525 sqm net  

• Kensal Road 253 & 259: 13,425 sqm net 

• 326 Kensal Road Gramophone Works: 5,018 sqm net 

Balance of needs 

 Taking into account the above, the balance of needs is as below. 

 Balance of employment needs 2021-43 

Source:  Iceni Projects 

 At the lower end this suggests that the current pipeline for offices, should it come forward, would meet 

the needs at the lower end of the scale. However a shortfall occurs of between 22,200 and 49,100 sqm 

at the upper end of the scale. For industrial there is a shortfall of 11,400 to 13,500 sqm. 

 It is useful to compare this to the last RBKC Employment Land Study (2009). This found a need of 

69,200 sqm 2004-26, the same 22 year period as the current study. The current comparable count for 

labour demand would be 86,400 sqm which is based on a more positive outlook for professional services 

 B1a net  B2 net B8 net 

Approvals 2020/21 14,017 -99 -80 

Extant permissions (LDD) up to 2019/20 50,159 -3,810 -458 

Total 64,176 -3,909 -538 

 B1a net  B2 net B8 net 

Pipeline 64,176 -3,909 -538 

Needs Labour demand 60,500 - 86,400 9,000 

Needs Completions gross 113,300 6,950 

Balance (labour demand) 3,676 – (22,224) (13,447) 

Balance (completions) (49,124) (11,397) 
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and ICT employment. This is as expected, as the 2009 study (p37) expects only 4,700 office jobs due 

to the downturn at the time, although a higher density of 14 sqm per person is used compared to our 12 

sqm which better reflects modern working. In this light the present study estimates seem reasonable. 

The most pertinent question is whether office demand will fall as a result of the pandemic and whether 

the lower end of the sensitivity range is more appropriate to plan for. 

 Based on our current estimation of future market patterns, it is recommended that the lower rate of 

labour demand modelled need for offices is planned for, being 60,500 sqm. This suggests no shortfall 

on current pipeline however not all of the pipeline permissions will be implemented. It is recommended 

that the authority continue to monitor the demand for offices in coming years particularl the balance of 

vacancy and rent rises, which could reasonably lead to a higher rate of need as articulated above if 

office use patterns return to a more traditional patter.  

 In order to achieve the required level of offices, the following routes are recommended: 

• Existing commitments – these make up much of the future need and should be encouraged to be 

brought forward considering the positive outlook for office based employment in the Borough 

• Intensification of existing sites – mixed use and redevelopments have been the primary contributor 

to office supply in recent years and this should continue to be encouraged. The viability of doing so 

is explored in the following chapter. 

• Filling of vacancies – the vacancy rate remains relatively low at below 6% even if it is above the 

historic average. It remains within an optimum range and is unlikely to exceed 10% by CoStar 

modelling. On this basis filling vacancy is unlikely to play a substantial role in meeting future needs. 

However, given uncertainty at the present time (summer 2021) in the medium term outlook for office 

demand, this should be monitored.  

• Provision of floorspace in parts of the economic market area outside RBKC – it is not recommended 

that office needs are exported beyond the Borough given its relatively contained markets, however 

there is cross over with Westminster particularly in the south and realistically significant office 

developments in the area would draw in demand for Knightsbridge occupiers. 

 It is also of note that the VOA records (chapter 4) suggest that the net stock balance has been pretty 

steady for offices over the last decade, which broadly accords with the net completions. Given that there 

has been a rise of 14,400 Professional services and ICT jobs over the period 2009-19, this suggests 

that intensification of space, sites and new ways of working have facilitated employment growth in the 

Borough. The very low average vacancy rates also suggest that the office stock is being working hard 

to provide the most efficient use which is expected in a Borough where high residential prices but office 
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stock under pressure. The Borough will need to continue to seek to maximise employment space 

provision to ensure its position as a viable centre for business.  

 For industrial needs the shortfall of 11,400 to 13,500 sqm. It is ambitious in policy and market terms to 

expect increases in stock due to viability compared with other uses. However redevelopment of existing 

sites should be resisted. The industrial needs for RBKC will most realistically be met in the London wide 

FEMA preferably in strategic reserves such as Park Royal.  

Qualitative Employment Needs 

 TBC 
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 VIABILITY OF BUSINESS FLOORSPACE AND EMPLOYMENT ZONES 

 BNP have considered the prospects of the existing stock of floorspace remaining viable in its current 

form with the necessary investment for future upkeep and, consequently, whether there is a reasonable 

prospect of this space being used as offices and light industrial in the future.   

 As noted in the preceding sections, average rent levels in the Borough are as follows: 

 Average rent levels and occupancy  

Area Offices (per 
square foot)  

Offices – 
occupancy rate  

Industrial (per 
square foot)  

Industrial 
Occupancy rate  

Greater London  £49.11 92.6% £15.76 96.5% 

Whole Borough  £48.90 94.2% £29.89 98.5% 

Kensal Road EZ  £38.55 90.5% £38.28 100% 

Latimer Road EZ  £43.49 81.2% £32.60 93.8% 

Lots Road EZ £41.16 98.8% £27.93 100% 

 

 Across the Borough as a whole, offices outperform Greater London both in terms of occupancy (94.2% 

against 92.6%) but average rents are marginally lower (£48.60 against £49.11 per square foot).  In the 

Kensal Road and Latimer Road EZs, occupancy is significantly lower than the Borough and Greater 

London averages at 90.5% and 81.2% respectively.  Rents in the Kensal Road EZ (average of £38.55 

per square foot) are also significantly lower than the Borough average (£48.90 per square foot). 

 Tenants will typically occupy their floorspace on full repairing and insuring leases and to a degree there 

should be no definitive link between rental levels and investment in the upkeep of the space.  However, 

if high levels of vacancy persist over the medium to long term, it is more likely that owners will choose 

not to invest in these spaces.  This in turn will result in permanently vacant space and pressure to 

redevelop the space for other uses. 

 There appear to be no such issues for industrial floorspace, with units in the Borough achieving a high 

occupancy rate of 98.5%, which is higher than the London average of 96.5%.  In the Kensal Road and 

Lots Road EZs, occupancy is currently at 100%, while the Latimer Road EZ is experiencing a lower 

occupancy level of 93.8%, significantly lower than the Borough and London averages. 

 Rents for industrial units in the Borough average £29.89 per square foot, which is significantly higher 

than the Greater London average of £15.76 per square foot.  This indicates that there is strong demand 

for industrial/light industrial floorspace in the Borough and therefore a low likelihood that owners will 
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seek to redevelop this space.  Again, most tenants will occupy on full repairing and insuring leases, but 

in any event, landlords will be collecting significantly more rent than average to invest in their properties 

if necessary.     

Viability of commercial floorspace redevelopment 

 At various points in a building’s lifecycle, landowners will consider whether they could optimise the value 

of their holding through redevelopment.  Clearly a like for like replacement is unlikely to generate a 

higher value than existing use value unless one of two conditions can be met; firstly, that upon 

redevelopment, an increase in rent could be secured; and/or secondly, that redevelopment would result 

in an increase in the amount of net lettable space in comparison to the existing units on the site.   

 Lettings of office floorspace in the Borough over the past 24 months show that lower quartile rents were 

£24.78 per square foot (£267 per square metre).    Average rents overall are currently £48.90 per square 

foot. 

 Lettings of industrial and light floorspace in the Borough over the past 36 months show that lower quartile 

rents were £15.00 per square foot (£161 per square metre). Average rents overall are currently £29.89 

per square foot (£322 per square metre).   

 For testing purposes, we have assumed that the existing buildings do not optimise use of the sites and 

that the existing space is (a) 25% and (b) 50% of the Site’s potential capacity upon redevelopment.  

Testing of viability of office and industrial redevelopment – redevelopment of low density development 

sites to provide intensified use to maximise availability of employment floorspace.   

 We have used the following development typologies to the test the viability of redevelopments of office 

and industrial units:
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 Development typologies 

Site  Description Site area 
HA 

Resi-dential 
Units  

Ave GIA 
sqm per 
unit 

Residential floor-
space GIA sqm 

Office floor 
space GIA 
sqm 

Indus-trial 
floor space 

Gross floor-
space sqm 

1 Off1 - small scale office 
scheme  

0.03 - - - 1,000 - 1,000 

2 Off2 - med scale office 
scheme  

0.06 - - - 2,500 - 2,500 

3 Off3 - med scale office 
scheme  

0.12 - - - 5,000 - 5,000 

4 Off4 - large scale office 
scheme 

0.18 - - - 7,500 - 7,500 

5 Off5 - large scale office 
scheme  

0.24 - - - 10,000 - 10,000 

6 MU1 - small scale office with 
residential  

0.03 9 91 815 1,000 - 1,815 

7 MU2 - med scale office with 
residential  

0.08 18 91 1,629 2,500 - 4,129 

8 MU3 - med scale office with 
residential  

0.15 36 91 3,258 5,000 - 8,258 

9 MU4 - large scale office with 
residential  

0.22 48 91 4,344 7,500 - 11,844 

10 MU5 - large scale office with 
residential  

0.30 72 91 6,516 10,000  16,516 

11 Ind1 - small scale industrial - 
50% plot ratio  

0.17 - - - - 2,500 2,500 

12 Ind 2 - small scale industrial 
- 60% plot ratio  

0.14 - - - - 2,500 2,500 

13 Ind 3 - medium scale 
industrial - 50% plot ratio  

0.33 - - - - 5,000 5,000 

14 Ind 4 - medium scale 
industiral - 60% plot ratio  

0.28 - - - - 5,000 5,000 
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Site  Description Site area 
HA 

Resi-dential 
Units  

Ave GIA 
sqm per 
unit 

Residential floor-
space GIA sqm 

Office floor 
space GIA 
sqm 

Indus-trial 
floor space 

Gross floor-
space sqm 

15 Ind 5 - large scale industrial - 
50% plot ratio  

0.67 - - - - 10,000 10,000 

16 Ind 6 - large scale industrial - 
60% plot ratio  

0.56 - - -  10,000 10,000 

17 Ind 7 - small scale industrial 
with resi - 60% plot ratio 

0.13 15 91 1,358  2,500 3,858 

18 Ind 8 - medium scale 
industrial with resi - 60% plot 
ratio  

0.14 20 91 1,810  2,500 4,310 

19 Ind 9 - large scale industrial 
with resi - 60% plot ratio  

0.48 50 91 4,525    

20 Ind 10 - large scale industiral 
with resi - 65% plot ratio  

0.48 50 91 4,525    
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Office and industrial capital values 

 We have relied upon lettings of office floorspace in the Borough over the past two years.  The highest 

rent recorded in the CoStar database was the re-letting of 7,992 square feet at 15 Slone Square in 

March 2020 at a rent of £92 per square foot (£990 per square metre).  The lower end of the range 

indicated by the data for new or refurbished space is circa £50 per square foot (£538 per square metre). 

The rents applied in each CIL zone are summarised in the table below. We have applied an investment 

yield of 4.5%.   

 Office rents  

Zone  Rent per square metre 

A £915 

B £195 

C £700 

D £700 

E £600 

F £600 

G (Earl’s Court)  £500 

H (Kensal Strategic Site)  £500 

 
 Rents for industrial floorspace are not as variable as offices and show an average of £29.89 per square 

foot (£322 per square metre).  We have applied an investment yield of 4.25%.   

Residential sales values 

 We have analysed transactions of residential units within the zones identified by the Council’s CIL 

Charging Schedule between 1 January 2020 and April 2021 (the most recently available data) and the 

average achieved values are summarised in the table below.      

 Residential sales values  

Zone  Value (per square metre)  

A £27,471 

B £17,727 (Notting Hill) to £24,539 (Chelsea)  

C £21,668 

D £14,527 

E £14,360 

F £10,989  

G (Earl’s Court)  £14,527  

H (Kensal Strategic Site)  £10,989 
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 We have assumed that 35% of units will be provided as affordable housing, with capital values of £1,700 

per square metre for social rented housing and £3,000 per square metre for the intermediate housing 

element (to be let at London Living Rents).  The affordable housing tenure mix is 70% social rent and 

30% intermediate.   

Development costs  

 We have sourced construction costs for the residential schemes from the RICS ‘Building Cost 

Information Service’ (‘BCIS’) which is a database of tenders for live developments.  We have adopted 

the 9th decile costs, as follows:  

• Flats: £3,009 per square metre; 

• Offices: £2,947 per square metre;  

• Industrial: £1,198 per square metre.    

 BCIS costs exclude external works, for which our appraisals add 10% of base construction costs for 

flats and 15% for houses.  In addition, we have applied a contingency of 5% of construction costs.   

 In addition, our appraisals account for the following costs: 

• Professional fees (10% of construction costs);  

• CIL at prevailing rates;  

• MCIL at prevailing rates;  

• Section 106 obligations amounting to £1,000 per residential unit and £20 per square metre of office 

floorspace;  

• Allowances for zero carbon/carbon offsetting amounting to 6% of residential construction costs and 

2% for BREEAM on commercial floorspace;  

• Electric vehicle charging points: £1,500 per space;  

• Green roofs at £150 per square metre of roof space;  

• Accessibility requirements M4(2) applied to all dwellings and M4(3) applied to 10% of dwellings at 

a cost of £521 per house/£924 per flat for M4(2) and £22,694 per house/£7,908 per flat for M4(3);  
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• Developer’s profit – 18% of private housing and commercial GDV and 6% of affordable housing 

GDV;  

• Residential marketing costs (including sales agents fees) – 2.5% of private housing GDV;  

• Office letting agents and letting legals: 15% of first year’s rent;  

• Office sales agent fee: 1% of capital value;  

• Sales legal fees – 0.25% of private housing GDV;  

• Finance rate – 6%.  

 Whilst recognising that the Council’s approach to affordable workspace is yet to be finalised, we have 

reflected the emerging policy by assuming that 10% of workspace is let at 50% of market rents in 

perpetuity.    

Appraisal results  

 The results of our appraisals are summarised in tables 7.5 to 7.9.  Each table relates to each CIL zone, 

as noted in tables 7.3 and 7.4.   The appraisals are run with four assumptions on the relationship 

between existing and new floorspace, as follows:   

• Existing floorspace equates to 25% of new build floorspace;  

• Existing floorspace equates to 50% of new build floorspace;  

• Existing floorspace equates to 75% of new build floorspace; and  

• Existing floorspace equates to 100% of new build floorspace.   

 Typologies 6 to 10 provide office floorspace and incorporate an element of residential, which may cross-

subsidise the delivery of new commercial when needed.  Similarly, typologies 17 to 20 provide industrial 

floorspace and also include an element of residential.  Co-location of these uses has been successfully 

achieved throughout London, but clearly schemes need to be designed carefully to achieve appropriate 

separation to minimise noise impacts. 

 Where the residual value outputs are shown shaded green, the residual value exceeds the benchmark 

land value and the scheme is therefore viable.  Where the cells are shaded red, the residual value is 

lower than the benchmark land value and the scheme is unviable. 

 The results indicate that redevelopment of existing industrial and office floorspace will be viable where 

existing floorspace is limited to 25% to 50% of proposed floorspace.  Where there is a more limited uplift 
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in floorspace (i.e. where existing space equates to 75% or more of new space), redevelopment is only 

viable in higher value areas and particularly where an element of residential is incorporated. 

 Residual land values generated by redevelopment – existing floorspace equates to 

25% of new floorspace 

 

 Residual land values generated by redevelopment – existing floorspace equates to 

50% of new floorspace     
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  Residual land values generated by redevelopment – existing floorspace equates to 

75% of new floorspace     

 
 

 Residual land values generated by redevelopment – existing floorspace equates to 

100% of new floorspace     

 

Release of business space to other uses 

 Across the Borough as a whole, employment floorspace achieves high levels of occupancy, typically 

well above 90% and above Greater London averages.  Office occupancy across Greater London 

equates to 92.6%, but RBKC achieves an average occupancy of 94.2%, even after the impact of the 

Coronavirus pandemic has impacted on companies’ decisions on taking new space (see Table 1.63.1). 

 Office and industrial floorspace occupancy  

Area Offices – occupancy rate  Industrial Occupancy rate  

Greater London  92.6% 96.5% 
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Whole Borough  94.2% 98.5% 

Kensal Road EZ  90.5% 100% 

Latimer Road EZ  81.2% 93.8% 

Lots Road EZ 98.8% 100% 

 
 The only exception is office floorspace in Latimer Road EZ, where occupancy has been as low as 81.2% 

over the past 12 months and around the same level in prior 12 months.  This indicates that supply in 

this area exceeds demand.  The situation here should be monitored to determine if this reflects a long 

term trend or just a short term blip.   

 Industrial and light industrial floorspace also achieves high levels of occupancy, typically higher than the 

Greater London average of 96.5%.  In the Kensal Road and Lots Road EZs, all industrial floorspace is 

fully occupied.  However, in Latimer Road, occupancy is 93.8% in the most recent 12 months, which is 

lower than the Greater London average.  However, in the 12 months prior, occupancy rates in Latimer 

Road were 97.4%, only marginally lower than the Borough average and higher than the Greater London 

average.  It is possible that the low occupancy in the most recent 12 month period is not reflective of 

long term demand trends and the situation here should be monitored.   

 At the present time, occupancy levels across the Borough and in the three EZs do not warrant any 

releases of employment land for other uses.  Occupancy trends are clearly somewhat volatile at the 

current time due to the impact of the Coronavirus pandemic, but these should settle to reflect medium 

and long terms trends over the coming months.   

Mixed Uses in Employment Zones 

 Site visits have also been undertaken at the EZs. All the zones appear active and well utilised. Key 

matters relating to each are noted below: 

 Lots Road: 

• Waterfront redevelopment occurring. 

• Some lets advertised on Lots Rd (north) parallel to Creek at the time of visit. 

• Lots Rd very active and well occupied (parallel to railway) with arts and furniture auction, 

manufacture and warehousing. 

• Already integrated into residential area. 

• Unique sector offer – of value at the Borough and London level. Loss should be restricted.  
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• Further residential integration is unlikely to harm the employment offer as long as commercial 

floorspace levels are maintained.  

 Freston Road / Latimer Road 

• Freston Road provides a unique number of larger commercial buildings such as the Curve or 

Studio. Phoenix Brewery on Bramely Road provides flexible space and large bathroom 

Showroom. These blend into the residential area. 

• Latimer Road adjacent to the railway provides a series of mixed quality 1-2 storey light industrial 

units that appear well occupied. The offices offer appears limited and some vacancy is noted 

however the industrial stock appears to perform strongly.  

• Increased residential in the Freston Road is unlikely to harm the industrial offer given the nature 

of uses as long as existing floorspace is not diluted in function or quantum. Residential on the 

west side of Latimer Road is more likely to conflict with and dilute the uses and preserving this 

employment activity where possible is recommended. 

 Kensal Road 

• Ladbroke Grove hosts Grand Union Studios. Buildings range either side of Kensal Road in their 

type, with a mix of light industrial studios, workshops and offices. This includes Workspace, 

Canalot Studios, JobCentre and the Gramophone Works. 

• The north side of Kensal Road has already seen the introduction of volumes of residential most 

notably at upper floors.   

• The canal side setting and local vernacular are supportive of creative and employment space. 

• Increases in residential are unlikely to harm the character as long as loss of commercial space 

is be resisted and as long as existing floorspace is not diluted in function or quantum. 

• Intensification should be encouraged to maximise employment space. 

 Where redevelopments occur, Agent of Change principles should be applied to workspace functions. 

However the preservation and increase of workspace should be the priority given the reported and 

anticipated demand for studio and light industrial premises in the Borough. 
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 AFFORDABLE WORKSPACE  

 Rents for commercial floorspace in Westminster have increased significantly over the last decade which 

has implications for the types of business that can operate in the area.  Start-up businesses, social 

enterprises and charities have increasing difficulties locating in the Borough, resulting in a lack of 

diversity in both business types but also the types of jobs available.  The Council is therefore considering 

introducing an affordable housing workspace policy through the New Local Plan Review.    

Objectives of an affordable workspace policy  

 London Plan Policy E3 encourages London boroughs to consider adopting detailed affordable 

workspace policies in light of local evidence of need and viability.  Planning obligations should be used 

to secure affordable workspace in the long term for the benefit of businesses that would otherwise fail 

to secure suitable space at market rates. 

 Councils who have adopted affordable workspace policies elsewhere in London have considered the 

following principles for delivery:   

• Affordable workspace can be controlled by the Owner of the office in which the affordable floorspace 

is located, or alternatively leased by a managed workspace provider which then makes the space 

available to qualifying commercial tenants;  

• Affordable workspace can be provided for the lifetime of the development, or for shorter periods 

(typically ranging from 15 to 50 years) after which time the space reverts to full market rents.  Most 

councils seek to maintain space over long periods to provide certainty and to maintain a diversity of 

employment space available in their boroughs;  

• Affordable workspace is not limited to particular use classes and can include a range of uses 

(offices; research and development; light industrial and ‘maker’ space; and cafes ancillary to 

business space4); 

• Some councils have set minimum thresholds for schemes which are required to provide affordable 

workspace so that the proportion provided as affordable is of sufficient scale to be attractive to 

occupiers and managed workspace providers; 

 

4 From September 2020, these uses fall within new use class E (with the exception of training facilities, which fall within use class 

F1).  The change to the Use Class Order has no impact on the values attributable to these uses.   
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• Consideration needs to be given to the level of discount required so that the affordable workspace 

is genuinely affordable to qualifying occupiers.  This will vary depending on the market rent, but this 

is typically a discount of between 20% and 50%.  If affordable workspace is being taken by a 

managed workspace provider, the rent they pay the owner would also need to be discounted to 

allow an operating margin.  So for example, if a council wanted space to be let to end users at a 

50% discount to market rent, a managed workspace provider is likely to pay no more than 30%-

35% of market rent to the owner.     

Emerging policy approach  

 The Council is considering the introduction of an affordable workspace policy as part of the New Local 

Plan Review.  This is likely to define affordable workspace as workspace “at rents below the market rate 

for that space for a special social, cultural or economic development purpose”, mirroring the London 

Plan definition.  At the present time, the Council has not yet decided the quantum of affordable 

workspace to be provided, the level of discount to be applied and the duration of the discount. To inform 

the emerging approach, the Council has instructed that we test the following discounts:  

• 10% discount;  

• 20% discount; 

• 50% discount; and  

• Peppercorn rent.  

 We have tested the following durations of discount which are assumed to run from first occupation:  

• 15 years;  

• 20 years; and 

• In perpetuity.   

Methodology  

 We have established the residual land values generated by a range of typologies prior to the inclusion 

of an element of affordable workspace to enable a comparison of the impact against both the starting 

residual value, but also against a range of existing use values.   

 Appraisal models can be illustrated via the following diagram (Table 8.1).  The total scheme value is 

calculated, as represented by the left hand bar.  This includes the capital receipt of the workspace upon 
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disposal to an investor after allowing for rent free periods and purchaser’s costs.  As noted above, one 

option is for the affordable workspace to be purchased alongside the other workspace by an investor 

and let directly to qualifying businesses.  Alternatively, the affordable workspace could be leased 

separately to an affordable workspace provider.  In either of these options, the impact on the residual 

valuation is broadly neutral. 

 Residual valuation  

  

 The model then deducts the build costs, fees, letting and disposals costs, interest, planning obligations, 

CIL and developer’s profit.  A ‘residual’ amount is left after all these costs are deducted – this is the land 

value that the Developer would pay to the landowner.  The residual land value is represented by the 

brown portion of the right hand bar in the diagram.    

 The Residual Land Value is normally a key variable in determining whether a scheme will proceed.  If a 

proposal generates sufficient positive land value (in excess of existing use value, or other reasonable 

benchmark land value), it will be implemented.  If not, the proposal will not go ahead, unless there are 

alternative funding sources to bridge the ‘gap’.   
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 The Planning Practice Guidance (‘PPG’) requires that benchmark land values should be determined by 

reference to existing use values (plus reasonable premium to incentivise the landowner to bring the site 

forward for development, having regards to the landowner’s alternative options).  The PPG also 

indicates that alternative use values may also be used to inform benchmark land values, providing these 

are fully policy compliant.   

Development typologies  

 We have appraised a range of typologies to test the impact of the affordable workspace requirement on 

various scales of development, as summarised in Table 8.2.    

 Affordable workspace development typologies  

Site  Description Site 
area 
HA 

Residential 
Units  

Ave 
GIA 
sqm 
per 
unit 

Residential 
floor-space 
GIA sqm 

Office 
floor 
space 
GIA 
sqm 

Gross 
floor-
space 
sqm 

1 Off1 - small scale office 
scheme  

0.03 0 - - 1,000 1,000 

2 Off2 - med scale office 
scheme  

0.06 0 - - 2,500 2,500 

3 Off3 - med scale office 
scheme  

0.12 0 - - 5,000 5,000 

4 Off4 - large scale office 
scheme 

0.18 0 - - 7,500 7,500 

5 Off5 - large scale office 
scheme  

0.24 0 - - 10,000 10,000 

6 MU1 - small scale office 
with residential  

0.03 9 91 815 1,000 1,815 

7 MU2 - medium scale 
office with residential  

0.08 18 91 1,629 2,500 4,129 

8 MU3 - medium scale 
office with residential  

0.15 36 91 3,258 5,000 8,258 

9 MU4 - large scale office 
with residential  

0.22 48 91 4,344 7,500 11,844 

10 MU5 - large scale office 
with residential  

0.30 72 91 6,516 10,000 16,516 

 

Office capital values 

 We have relied upon lettings of office floorspace in the Borough over the past two years.  The highest 

rent recorded in the Costar database was the re-letting of 7,992 square feet at 15 Slone Square in March 

2020 at a rent of £92 per square foot (£990 per square metre).  The lower end of the range indicated by 
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the data for new or refurbished space is circa £50 per square foot (£538 per square metre). The rents 

applied in each CIL zone are summarised in Table 8.3. 

 Office rents  

Zone  Rent per square metre 

A £915 

B £195 

C £700 

D £700 

E £600 

F £600 

G (Earl’s Court)  £500 

H (Kensal Strategic Site)  £500 

Residential sales values 

 We have analysed transactions of residential units within the zones identified by the Council’s CIL 

Charging Schedule between 1 January 2020 and April 2021 (the most recently available data) and the 

average achieved values are summarised in Table 8.4. 

 Residential sales values  

Zone  Value (per square metre)  

A £27,471 

B £17,727 (Notting Hill) to £24,539 (Chelsea)  

C £21,668 

D £14,527 

E £14,360 

F £10,989  

G (Earl’s Court)  £14,527  

H (Kensal Strategic Site)  £10,989 

 We have assumed that 35% of units will be provided as affordable housing, with capital values of £1,700 

per square metre for social rented housing and £3,000 per square metre for the intermediate housing 

element (to be let at London Living Rents).   The affordable housing tenure mix is 70% social rent and 

30% intermediate. 

Development costs  

 We have sourced construction costs for the residential schemes from the RICS ‘Building Cost 

Information Service’ (‘BCIS’) which is a database of tenders for live developments.  We have adopted 

the 9th decile costs, as follows:  
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• Flats: £3,009 per square metre; 

• Offices: £2,947 per square metre.  

 BCIS costs exclude external works, for which our appraisals add 10% of base construction costs for 

flats and 15% for houses.  In addition, we have applied a contingency of 5% of construction costs.   

 In addition, our appraisals account for the following costs:   

• Professional fees (10% of construction costs);  

• CIL at prevailing rates;  

• MCIL at prevailing rates;  

• Section 106 obligations amounting to £1,000 per residential unit and £20 per square metre of office 

floorspace;  

• Allowances for zero carbon/carbon offsetting amounting to 6% of residential construction costs and 

2% for BREEAM on commercial floorspace;  

• Electric vehicle charging points: £1,500 per space;  

• Green roofs at £150 per square metre of roof space;  

• Accessibility requirements M4(2) applied to all dwellings and M4(3) applied to 10% of dwellings at 

a cost of £521 per house/£924 per flat for M4(2) and £22,694 per house/£7,908 per flat for M4(3);  

• Developer’s profit – 18% of private housing and commercial GDV and 6% of affordable housing 

GDV;  

• Residential marketing costs (including sales agents fees) – 2.5% of private housing GDV;  

• Office letting agents and letting legals: 15% of first year’s rent;  

• Office sales agent fee: 1% of capital value;  

• Sales legal fees – 0.25% of private housing GDV;  

• Finance rate – 6%.  
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Appraisal results  

 The results of our appraisals are summarised in tables 8.5-8.11.  Each table adopts the varying rents 

and (where relevant) residential sales values in each of the zones. 

 Each table has two distinct sets of results; the first assumes 10% of floorspace is provided as affordable 

workspace; and the second assumes that 20% of floorspace is provided as affordable workspace. 

 Each table shows a ‘base’ residual land value, which assumes all the workspace is let at 100% of market 

rents.  This is used as a starting position to form a judgement as to whether or not the affordable 

workspace requirement is likely to erode residual land values to such an extent that a scheme would be 

unviable.  Each table shows the residual land values generated by each typology with discounts of 10%, 

25%, 50% and 100% over varying periods of time; 15 years; 20 years; and in perpetuity.   

 The residual land values are colour coded.  Green cells show where the residual land value is at least 

85% of the base residual land value, which is considered to be a sufficiently modest reduction to ensure 

a scheme can still viably proceed.  Where a cell is shaded red, the residual land value is lower than 85% 

of the base residual land value, indicating that the reduction may be of sufficient scale to prevent a 

scheme coming forward.      

 In all areas except Zones F and H, developments would be able to absorb a 10% affordable workspace 

requirement of up to and including 50% discount to market rent.  This discount could be preserved for 

the life of the scheme (i.e. in perpetuity).  In all these areas, the impact on residual land value would be 

sufficiently modest that very few schemes would be prevented from coming forward.   However, other 

authorities have made provision for exceptional circumstances which would allow a reduced or nil 

affordable workspace requirement upon submission of a proven viability issue.    

 In Zones F and H, a 50% discount to market rent could be sustained for a 20 year period, but not in 

perpetuity.   Alternatively, a discount of 25% to market rent could be provided in perpetuity.     

 Provision of 20% of floorspace would be viable in most cases over a 15 to 20 year period.  However, 

there would be many instances when the change in residual land value arising from a discount in 

perpetuity would be too significant for the impact to be absorbed across all areas.      
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 Affordable workspace appraisal results – Zone A 
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 Affordable workspace appraisal results – Zone B (Chelsea) 
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 Affordable workspace appraisal results – Zone B (Notting Hill) 
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 Affordable workspace appraisal results – Zone C 
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 Affordable workspace appraisal results – Zone D (and Zone G – Earl’s Court) 
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 Affordable workspace appraisal results – Zone E 
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 Affordable workspace appraisal results – Zone F (and Zone H Kensal Gas Works)   
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Demand for affordable workspace 

 To establish the need for affordable workspace, we have reviewed new lettings of office floorspace 

completed between June 2019 and June 2020.  Over this period, Co-star recorded 89 lettings of office 

floorspace in various lot sizes, ranging from 252 to 11,288 square feet (23.4 to 1,048.6 square metres). 

 Upper quartile average rents were £71.10 per square foot (£765 per square metre), while lower quartile 

average rents were £24.78 per square foot (£267 per square metre).    Pressure to redevelop will 

manifest itself mostly in the lower rent quartile, where owners may consider that the existing buildings 

do not maximise their returns. Clearly businesses will only occupy space that they can afford, so if space 

is lost in the lower rent quartile, these businesses are likely to be displaced to other boroughs.  If all 

lower quartile premises were lost due to redevelopment (after which rents would increase well above 

lower quartile), some 50,000 square feet of space would be lost.  Provision of 10% of all new workspace 

as affordable is unlikely to meet this level of need, but clearly it would make a significant contribution 

towards providing space required by displaced businesses. 

 Provision of affordable workspace is also vital to assist in maintaining a diversity of businesses and 

employment opportunities in the Borough.  In the absence of lower rental business space, businesses 

in the Borough will increasingly coalesce around financial services and similar high value businesses. 

 There is clearly also a role for planning policy in terms of protecting existing lower rent workspace to 

prevent its loss to other higher value uses (i.e. primarily residential).  Given that it is unlikely that a policy 

seeking 10% affordable workspace in new developments could meet unmet need arising from large 

scale losses of space to other uses, an article four direction preventing such losses would be invaluable. 
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 CLASS E AND PERMITTED DEVELOPMENT RIGHT IMPACTS 

 The Council considers that the potential extension of Permitted Development Rights (‘PDR’), to allow 

floorspace within Class E to be converted to residential, risks making employment floorspace vulnerable 

to unwanted losses that may harm the economy.  Consequently, the Council is considering a potential 

need to protect existing commercial floorspace through an Article 4 direction, which would have the 

effect of ‘switching off’ PDR for Class E uses, or any subdivision identified (ie Class E (g)).  Any owners 

wishing the convert space from employment to residential would then need to submit a full planning 

application, which would be tested against Local Plan policies (including the need to protect existing 

employment floorspace).   

 Two stages have been employed in testing the impact of PDR on the Borough, the first is to consider 

the viability of switching the value of offices to that of residential, based on capital values. The second 

is to take forward the findings to project the likely employment implications on the loss of employment 

space. 

 For landowners who hold sites providing employment floorspace, a key issue is the relative capital value 

of existing office and retail floorspace in comparison to the potential residual value of that space if 

redeveloped for, or converted to residential.  If a landowner perceives that an existing office or retail unit 

does not optimise the potential return generated by the site, they may – if no planning controls restricting 

such changes are in place - consider redeveloping or converting the space for other uses.  Clearly any 

redevelopment would be subject to a full planning application but under the proposed arrangements for 

Class E, conversions would not require a planning application.    

Viability testing  

 We have undertaken a series of high level appraisals to consider the relative values of existing office 

and retail floorspace in comparison to the residual land value generated by conversions or development 

for residential use.  This will assist the Council in demonstrating the vulnerability of existing employment 

floorspace to conversions by highlighting where the returns from residential use may exceed those of 

office use.   

 The residual land values of conversions and redevelopments are calculated as follows: 

•  The value completed conversion or development is determined (typically referred to as the 

Gross Development Value or GDV); 
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•  The costs of completing the conversion or redevelopment are deducted.  These costs will 

include the construction costs; professional fees; marketing costs; stamp duty; finance costs; 

and developer’s profit.   

 It is therefore important to note that a residual land value will be significantly lower than the value of the 

completed residential unit(s).  In contrast, existing office space or retail units will have been constructed 

some time ago and the construction costs are effectively a ‘sunk’ cost that the landowner will not need 

to consider.  For this reason, it cannot be automatically assumed that residential redevelopment or 

conversion will be more attractive to landowners than retention of existing offices or retail floorspace.   

 We have adopted a ‘typology’ approach, in line with the requirements set out by the Planning Practice 

Guidance.  Given that permitted development rights only apply to Class E floorspace of less than 1,500 

square metres, all the typologies are relatively small so that the floorspace remains within this overall 

amount.   

 Table 9.1 summarises the typologies.   

 Residential development typologies 

No  Description Density 
(units per 
ha) 

Site area 
HA 

Units  Residential 
floorspace (sq 
metres) 

1 Small flatted scheme  250 0.020 5           363  

2 Small flatted scheme  250 0.040 10           800  

3 Small flatted scheme  250 0.060 15         1,198  

4 Small flatted scheme  250 0.080 20         1,495  

5 Small housing scheme  83 0.06 5         520 

6 Small housing scheme 83 0.12 10         1,075  

7 Small housing scheme 81 0.16 13         1,450  

Source: BNP  

Residential sales values 

 We have analysed transactions of residential units within the zones identified by the Council’s CIL 

Charging Schedule between 1 January 2020 and April 2021 (the most recently available data) and the 

average achieved values are summarised in Table 9.2.  A map of the zones from the Charging Schedule 

is provided at Figure 19.1.    

 : Residential sales values 

Zone  Value (per square metre)  

A £27,471 

B £17,727 (Notting Hill) to £24,539 (Chelsea)  

C £21,668 
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D £14,527 

E £14,360 

F £10,989  

G (Earl’s Court)  £14,527  

H (Kensal Strategic Site)  £10,989 

Source: BNP  

 Where relevant (i.e. redevelopment of existing space and \construction of new residential), our 

appraisals incorporate affordable housing at 35%.  We have also considered the residual land values 

generated when 20% affordable housing is provided, recognising that some redevelopment schemes 

provide reduce 

 Where relevant (i.e. redevelopment of existing space and construction of new residential), our appraisals 

incorporate affordable housing at 35%.  We have also consider\ed the residual land values generated 

when 20% affordable housing is provided, recognising that some redevelopment schemes provide 

reduced levels under the ‘viability tested’ route in the London Plan.  The capital value assumed for the 

affordable housing is £2,025 per square metre, reflecting a blended rate between social rented housing 

and London Living Rent (with rents set based on GLA rent benchmarks for Notting Dale Ward) 

 Clearly when offices and retail floorspace are converted under permitted development rights, no 

affordable housing is currently required, although the government has indicated that this may change in 

the future.  We have therefore run an additional set of appraisals, assuming zero affordable housing to 

reflect the current situation for conversions under permitted development rights.       

Development costs 

 We have sourced construction costs for the residential schemes from the RICS ‘Building Cost 

Information Service’ (‘BCIS’) which is a database of tenders for live developments.  We have adopted 

the 9th decile costs (reflecting the often complex nature of conversions of existing buildings, especially 

buildings in conservation areas), as follows:   

• Flats: £3,009 per square metre; 

• Houses: £2,416 per square metre.   
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Figure 9.1: CIL zones 

 

 BCIS costs exclude external works, for which our appraisals add 10% of base construction costs for 

flats and 15% for houses.  In addition, we have applied a contingency of 5% of construction costs.   

 In addition, our appraisals account for the following costs:   

• Professional fees (10% of construction costs);  

• CIL at prevailing rates;  

• MCIL at prevailing rates;  

• Section 106 obligations amounting to £1,000 per unit;  

• Allowances for zero carbon/carbon offsetting amounting to 6% of construction costs;  
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• Electric vehicle charging points:£1,500 per space;  

• Green roofs at £150 per square metre of roof space as a proxy for Biodiversity Net Gain;  

• Accessibility requirements M4(2) applied to all dwellings and M4(3) applied to 10% of dwellings 

at a cost of £521 per house/£924 per flat for M4(2) and £22,694 per house/£7,908 per flat for 

M4(3);  

• Developer’s profit – 18% of private housing GDV and 6% of affordable housing GDV;  

• Marketing costs (including sales agents fees) – 2.5% of private housing GDV;  

• Sales legal fees – 0.25% of private housing GDV;  

• Finance rate – 6%.  

 Although Section 106 obligations cannot currently be applied to PDR schemes, the government has 

recently consulted on extending Section 106 to PDR and our appraisals therefore anticipate this.  

Similarly, some of the sustainability requirements that typically apply to new development do not always 

apply to conversion but this is likely to change in the future as the government’s deadline for achieving 

net zero carbon approaches.   

Residual land values 

 Our appraisals generate a range of residual land values. These converts the residual land values into a 

value per square metre of floorspace.  We have considered a range of affordable housing provisions 

but emphasise the 100% of housing as private to reflect the current arrangements for conversions under 

permitted development rights.  
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 : Appraisal results – 100% private housing 

No  Site  No 
of 
units  

Residual land value (£ millions) 

Zone A 
(Belgravia) 

Zone B (Chelsea) Zone B 
(Notting Hill)  

Zone C 
(Kensington) 

Zone D (West 
Brompton 
including 
Earls Court) 

Zone E (West 
Kensington) 

Zone F 
(including 
Kensal) 

1 Small flatted 5 £4.05 £3.51 £2.09 £2.97 £1.56 £1.55 £0.89 

2 Small flatted 10 £8.95 £7.75 £4.62 £6.58 £3.45 £3.44 £1.97 

3 Small flatted  15 £12.91 £11.17 £6.62 £9.48 £4.93 £4.93 £2.79 

4 Small flatted  20 £14.49 £12.50 £7.22 £10.55 £5.30 £5.31 £2.84 

5 Small housing  5 £7.56 £6.63 £4.24 £5.72 £3.30 £3.29 £2.16 

6 Small housing 10 £15.63 £13.70 £8.76 £11.82 £6.83 £6.81 £4.46 

7 Small housing 13 £20.27 £17.77 £11.34 £15.33 £8.86 £8.84 £5.79 

 

 : Appraisal results – 100% private housing (per square metre)  

No  Site  No 
of 
units  

Residual land value (per square metre of floorspace) 

Zone A 
(Belgravia) 

Zone B (Chelsea) Zone B 
(Notting Hill)  

Zone C 
(Kensington) 

Zone D (West 
Brompton 
including 
Earls Court) 

Zone E (West 
Kensington) 

Zone F 
(including 
Kensal) 

1 Small flatted 5 £11,167 £9,669 £5,758 £8,206 £4,292 £4,289 £2,446 

2 Small flatted 10 £11,182 £9,684 £5,773 £8,221 £4,307 £4,304 £2,461 

3 Small flatted  15 £10,777 £9,328 £5,531 £7,913 £4,118 £4,118 £2,332 

4 Small flatted  20 £9,693 £8,360 £4,831 £7,058 £3,544 £3,550 £1,897 

5 Small housing  5 £14,541 £12,746 £8,145 £10,993 £6,354 £6,334 £4,150 

6 Small housing 10 £14,542 £12,747 £8,146 £10,993 £6,355 £6,335 £4,151 

7 Small housing 13 £13,980 £12,257 £7,822 £10,573 £6,110 £6,094 £3,992 
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Office values 

 In order to determine whether landowners are likely to take up permitted development rights if office and 

retail floorspace are left unprotected by an Article 4 direction, it is necessary to compare the outputs of 

our appraisals to the value that offices and retail units have traded for recently.   

 We have identified sales of offices over the past two years, as summarised in Table 9.5 and plotted on 

a map at Figure 9.1. 

 Office sales from June 2019 onwards 

Map ref  Address  Floor area 
sqm 

Property type  Sold price  Sold price 
per square 
metre  

1 22 Astwood Mews 53 Office/residential  £620,000 £11,708 

2 171-175 Brompton 
Road  

1,202 Office  £32,000,000 £26,623 

3 41 Cheval Place 72 Office £2,300,000 £31,904 

4 14 Codrington 
Mews 

401 Office/medical  £4,200,000 £10,477 

5 181-185 Earls 
Court Road 

512 Office £1,982,369 £3,872 

6 60 Golborne Road  73 Office/residential  £650,000 £8,845 

7 3-3B Hans 
Crescent 

1,035 Office/residential  £1,575,000 £1,522 

8 140 Holland Park 
Ave 

306 Office £2,950,000 £9,640 

9 28 Jameson St  87 Office/live work  £1,000,000 £11,475 

10 27 Kelso Place  621 Office £5,500,000 £8,857 

11 344 Kensington 
High St  

1,085 Office  £8,500,000 £7,835 

13 92 Lots Road  34 Office £135,000 £3,938 

16 16 Portland Road  297 Office £3,000,000 £10,091 

17 49 Portland Road  178 Office/residential  £1,725,000 £9,671 

18 30 Queens Gate  695 Office/residential  £8,100,777 £11,648 

19 17 Radley Mews  171 Office £2,200,000 £12,877 

20 133-137 
Westbourne Gdns 

556 Office/residential  £12,600,000 £22,661 

21 282 Westbourne 
Park Road  

65 Office £595,000 £9,215 
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Figure 9-1: Location of office sales 

 

Implications of the viability testing  

 The results our appraisals 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 risk can be identified by comparing the residual land values per square metre to the values for 

offices.  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. 

 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. 
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 With regards to locational differences, offices are most vulnerable to conversions in the higher value 

areas of the Borough (CIL zones A and B), where residual values of conversion schemes are well in 

excess of £10,000 per square metre.   Floorspace in the lower values zones is also vulnerable; 

although residual land values generated by residential conversions are lower in these areas, office 

values are also lower.   

 With prime residential values forecast to increase by 21.6% over the next five years (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 significantly; rising residual land values 

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

our appraisals. 

Spatial and economic impacts of PDR testing  

 By considering the capital values of offices and industrial space as set out in the property market 

review, and the residential values as noted above, we can estimate the potential risk of different parts 

of the Borough being vulnerable to change of use. The relationship between capital values and 

residential RLVs dictate the probability of conversion. These should be considered as indicative only 

as in reality there is a great range of individual factors for each unit that will affect the probability of 

conversion. Furthermore a ‘reality check’ of the viability of converting office or industrial to residential 

in employment zones suggests the probability would be high, modelling aside. 

 : Office Capital and Resi RLV comparison 

Property Market 
Area 

CIL area Residential 
Sales Values 

psm 

Office Capital 
Values psm 

(psf) 

Residential 
Residual Land 

Values psm 

Probability 
of 

conversion 

Knightsbridge 
and South 
Kensington 

Zone A 
(Belgravia) 

£27,471 £11,182 
(£1,045) 

£9,693 - 
£14,542 

High (75%) 

Kings Road Zone B 
(Chelsea) 

£24,539  £10,582 (£989) £8,360 - 
£12,747 

Medium 
(50%) 

Notting Hill Zone B 
(Notting Hill) 

£17,727 £9,298 (£869) £4,831 - 
£8,146 

Low (25%) 

Kensington Zone C 
(Kensington) 

£21,668 £10,251 (£958) £7,058 - 
£10,993 

Medium 
(50%) 

Kensal Road 
Employment 

Zone 

Zone F  £10,989 £7,822 (£731) £1,897 - 
£4,151 

Low (25%) 

Latimer Rd 
Employment 

Zone 

Zone F £10,989 £9,352 (£874) £1,897 - 
£4,151 

Low (25%) 

Lots Rd 
Employment 

Zone 

Zone D (West 
Brompton 

including Earls 
Court) & Zone F  

£10,989 -
£14,527 

£8,496 (£794) £1,897 - 
£6,355 

Low (25%) 
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Rest of Borough Zones A – F £10,989 - 
£27,471 

£10,122 
(£946)* 

£1,897 - 
£14,542 

Medium 
(50%) 

* Borough wide average  

 Whilst industrial stock may not be as readily converted through PDR to residential, the typologies in 

the Borough will in some instances be favourable to do so. An exercise has therefore also been 

conducted in assessing the probability of industrial conversion based on capital value. Regardless 

of results for the EZs, in reality loss of planning controls would result in a rapid loss of employment 

stock.  

 : Industrial Capital and Residential RLV comparison 

Property Market 
Area 

CIL area Residential 
Sales Values 

psm 

Industrial 
Capital Values 

psm (psf) 

Residential 
Residual Land 

Values psm 

Probability 
of 

conversion 

Kensal Road 
Employment 

Zone 

Zone F  £10,989 £12,712 
(£1,188) 

£1,897 - 
£4,151 

Low (25%) 

Latimer Rd 
Employment 

Zone 

Zone F £10,989 £5,072 (£474) £1,897 - 
£4,151 

Low (25%) 

Lots Rd 
Employment 

Zone 

Zone D (West 
Brompton 

including Earls 
Court) & Zone F  

£10,989 -
£14,527 

£3,745 (£350) £1,897 - 
£6,355 

Medium 
(50%) 

Rest of Borough Zones A – F £10,989 - 
£27,471 

£6.324 (£591) £1,897 - 
£14,542 

Medium 
(50%) 

 

 Using the above results we can indicatively calculate the potential impact of the PDR impacts on the 

Borough’s ability to serve its current employment function and as a result its ability to make a 

significant contribution to the London and national economy.  

 As suggested by the original sampling, which indicates that 61% of random samples are at risk, the 

results below report that much of the Borough wide offices stock is at risk.  

 Of around 590,000 sqm of total office stock5 (as the 407,800 in the table discounts space in units 

above 1,500sqm), some 195,000 sqm or nearly one third of the total appears at risk of loss. This 

floorspace has the capacity to host over 16,000 jobs (~9% of the Borough’s employees) and 

 

5 Based on VOA unit count rather than VOA LA summary data 
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assuming they typically work in Professional services or ICT, this would lead to a potential loss of 

£1.2bn in GVA, or around 10% of the Borough’s total GVA (£11.9bn in 2017, ONS). 

 

  Economic impacts of PDR from Office to Residential 

Property 
Market Area 

Property 
Market Area 

Office 
Floorspace 
(sqm) exc 

+1,500 units 

Probability 
of 

conversion 
to 

residential  

Potential 
loss of 

floorspace 
(sqm) 

Potential 
loss of 

employment 
capacity 

Potential loss of 
GVA capacity 

Knightsbridge 
and South 
Kensington 

66,290 High (75%)  49,718  4,143  £288,285,634  

Kings Road 45,795 Medium 
(50%) 

 22,897  1,908  £132,768,960  

Notting Hill 38,683 Low (25%)  9,671  806  £56,075,682  

Kensington 41,595 Medium 
(50%) 

 20,787  1,732  £120,532,480  

Kensal Road 
EZ 

15835.3 Low (25%)  3,959  330  £22,955,068  

Latimer Rd 
EZ 

33094.67 Low (25%)  8,274  689  £47,974,487  

Lots Rd EZ 15505.47 Low (25%)  3,876  323  £22,476,942  

Rest of 
Borough 

150,983 Medium 
(50%) 

 75,492  6,291  £437,734,110  

Total 407,782   194,673   16,223  £1,128,803,363 

* Potential loss of employment based on employment density of 12 sqm per job. GVA per employee 

assumed as £69,582 being the weighted average of ICT and Professional services based on RBKC 

employment split 2019 and GLA GVA per Workforce job 2012, latest data. 

 Of around 133,000 sqm of total industrial stock6 (81,000 sqm of which is units above 1,500 sqm), 

some 34,000 sqm or around a quarter of the total appears at risk of loss. This floorspace has the 

capacity to host around 1,000 jobs and generate around £54 million in GVA, or around 5% of the 

Borough’s total GVA (£11.9bn in 2017, ONS). 

 

6 Based on VOA unit count rather than VOA LA summary data 
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  Economic impacts of PDR from Industrial to Residential 

Property 
Market Area 

Property 
Market Area 

Industrial 
Floorspace 
(sqm) exc 

+1,500 units 

Probability 
of 

conversion 
to 

residential  

Potential 
loss of 

floorspace 
(sqm) 

Potential 
loss of 

employment 
capacity 

Potential loss of 
GVA capacity 

Kensal Road 
EZ 

 8,938  Low (25%)  2,235  62  £3,518,570  

Latimer Rd 
EZ 

 16,144  Low (25%)  4,036  112  £6,355,396  

Lots Rd EZ  6,165  Medium 
(50%) 

 3,083  86  £4,853,895  

Rest of 
Borough 

 49,773  Medium 
(50%) 

 24,887  691  £39,187,455  

Total  81,021    34,240   951  £53,915,317 

* Potential loss of employment based on employment density of 36 sqm per job – the lower end of 

the range for industrial space given the inner London location. GVA per employee assumed as 

£56,687 based on GLA GVA per Workforce job 2012, latest data. This reflects the wide range of jobs 

found within industrial space in RBKC. 

 Whilst the above tables are based on a series of assumptions, they do show the vast potential 

adverse impact of unconstrained PDR in the Borough. It should also be reiterated that individual 

offices and industrial space will be vulnerable and assessed by owners for valuation of conversion 

on a case by case basis, but that strong forecasts in residential price rises will exacerbate the matter.  

 In reality, if space becomes lost, then rents rise for remaining stock as competition increases until a 

new equilibrium is reached - this will have severe consequences for business desiring but unable to 

afford space.  

 PDR will have a pan London effect. This may mean that there are, over time, increasing levels of 

office worker displacement occurring across the capital. Office workers displaced in RBKC would 

have limited options to consider. 
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 CONCLUSIONS AND POLICY ADVICE  

 This section brings together the main findings and recommendations. 

The FEMA 

 The FEMA can principally be identified at the Borough and London wide level although there are 

strong links with Hammersmith & Fulham, Westminster & City and Wandsworth in terms of commuter 

flows and with regard to Westminster, property markets. 

RBKC economy 

 The economy in 2019 had 155,900 in employment according to Cambridge Econometrics. 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%). Analysis shows that RBKC has very high levels of employment in 

Information and communications when compared to both London and the UK. This can be 

considered its specialist sector. 

 Employment forecasts by Cambridge Econometrics indicate that between 2020 and 2043, 

employment in RBKC will grow by 13.6% or around 21,000 jobs between 2020 and 2043. Most 

growth is projected take place in the Information and communications industry, with an increase of 

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

employment, of around 2,500. 

Commercial stock 

Offices 

 VOA Borough level floorspace statistics indicate that office space has held steady in recent years, 

with a drop in 2019. London office space steadily decreased. Most office spaces are under 100 sqm 

although the majority of offices space is in units sized 100-1,500 sqm.  

 According to VOA non-domestic rating summary valuations which provide postcode by rating unit, 

the property market areas contain the following proportion of office floorspace: Kensington 20%, 

Kings Road 11%, Knightsbridge and South Kensington 13%. Latimer Road has 9% and 33% is in 

non defined market areas.  
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Industrial  

 VOA Borough level floorspace statistics indicate that industrial space has steadily declined in recent 

years, at a faster rate than the London average.  Most industrial spaces are under 100 sqm although 

the majority of industrial space is in units sized 100-500 sqm. 

 According to VOA non-domestic rating summary valuations which provide postcode by rating unit, 

the property market areas contain the following proportion of industrial floorspace: Latimer Road 

Employment Zone 15%, Kensal Road Employment Zone 9%, Lots Road Employment Zone 5%, 72% 

is in non defined market areas.  

Property market 

Offices 

 Vacancy rates today of 5.79% sit well outside the typical 10 year range of 1.87% to 3.98%.  This is 

unsurprising in the context of the Coronavirus Pandemic which saw a switch to home working for 

almost all office-based workers which saw tenants delay decisions on taking new space. 

 Market rents are forecast to continue falling during the remainder of 2021 but then re-bound from 

2022 onwards, with a relatively modest growth rate of 3-4% per annum.  While this is lower than the 

levels of growth seen in 2012 to 2016, it is arguably a more sustainable pattern of growth.   

 Future office market sentiment is uncertain at the time of writing, with expectations on an eventual 

return to work but an increased level of remote working. Space is likely to be partly refocused on 

communal and meeting space rather than primarily desk space.   

Industrial  

 Over the 12 month period to June 2021.  The vacancy rate stood at 1.5%, which has increased by 

1.1%.  The average market rent for available industrial space in June 2021 was £29.89 per square 

foot, compared to an average of £29.13 per square foot in the previous 12 month period; an increase 

of 2.6%.  This reflects the continuing tightening of supply of industrial floorspace resulting from long 

term losses of floorspace to other uses and growing demand. 

 The industrial and logistics sectors have not suffered adverse impacts of the Coronavirus Pandemic, 

with greater reliance on internet retailing seeing more demand for logistics hubs and last mile logistics 

facilities. Market rents are forecast to continue growing beyond 2021. In 2021, rental growth is 

forecast to be circa 2, but then accelerating from 2022 onwards, reaching a rate of 5% per annum in 

2024.   



 

    
    
    
    
 89 

 

Future employment space requirements  

 Based on employment forecasts, the office requirements for the Borough to 2043 is 86,400 sqm. A 

sensitivity that assumes a 30% reduction in typical floorspace occupancy would require 60,500 sqm. 

Average net completions indicates a slight negative trends whereas gross completions projected 

forward equate to 113,000 sqm, higher than the labour demand model. 

 There is some uncertainty on future office usage patterns given the current pandemic and need to 

forecast a long term outlook. On balance it is recommended that a net increase of 60,500 sqm should 

be used for planning policy requirements. Some 64,000 sqm is already in the pipeline based on LDD 

extant permission and RBKC 2020/21 permissions however there is no certainty that this floorspace 

will be brought forward, furthermore losses can be expected if past trends are an indicator. 

 Achieving additional floorspace should be sought primarily through encouraging existing 

commitments, intensifying existing sites and seeking office components in mixed use development. 

 Based on employment forecasts and some further space to support an increase in the low vacancy 

rate, the industrial requirement is recommended as 8,976 sqm. It is ambitious in policy and market 

terms to expect increases in stock due to viability compared with other uses however where possible 

this should be encouraged. Redevelopment of existing sites for non industrial space should be 

resisted. The industrial needs for RBKC will most realistically be met in the London wide FEMA 

preferably in strategic reserves such as Park Royal. 

Viability of business space and Enterprise Zones 

 Viability modelling results indicate that redevelopment of existing industrial and office floorspace will 

be viable where existing floorspace is limited to 25% to 50% of proposed floorspace.  Where there 

is a more limited uplift in floorspace (i.e. where existing space equates to 75% or more of new space), 

redevelopment is only viable in higher value areas and particularly where an element of residential 

is incorporated. 

 Across the Borough as a whole, employment floorspace achieves high levels of occupancy, typically 

well above 90% and above Greater London averages. At the present time, occupancy levels across 

the Borough and in the three EZs do not warrant any releases of employment land for other uses.  

Occupancy trends are clearly somewhat volatile at the current time due to the impact of the 

Coronavirus pandemic, but these should settle to reflect medium and long terms trends over the 

coming months.   
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 At Lots Road there is a unique sector offer. Loss of commercial space should be restricted. Further 

residential integration is unlikely to harm the employment offer as long as commercial floorspace 

levels are maintained.  

 Increased residential in the Freston Road is unlikely to harm the industrial offer given the nature of 

uses as long as existing floorspace is not diluted in function or quantum. Residential on the west side 

of Latimer Road is more likely to conflict with and dilute the uses and preserving this employment 

activity where possible is recommended. 

 The north side of Kensal Road has already seen the introduction of volumes of residential most 

notably at upper floors.  Increases in residential are unlikely to harm the character as long as loss of 

commercial space is be resisted and as long as existing floorspace is not diluted in function or 

quantum. Intensification should be encouraged to maximise employment space. 

 Where redevelopments occur, Agent of Change principles should be applied to workspace functions. 

However the preservation and increase of workspace should be the priority given the reported and 

anticipated demand for studio and light industrial premises in the Borough. 

Affordable workspace  

 Viability modelling indicates that in all areas except Zones F (North Kensington) and H (Kensal 

Strategic Site), developments would be able to absorb a 10% affordable workspace requirement of 

up to and including 50% discount to market rent.  In Zones F and H, a 50% discount to market rent 

could be sustained for a 20 year period, but not in perpetuity.   Alternatively, a discount of 25% to 

market rent could be provided in perpetuity.     

 Provision of 20% of floorspace would be viable in most cases over a 15 to 20 year period.  However, 

there would be many instances when the change in residual land value arising from a discount in 

perpetuity would be too significant for the impact to be absorbed across all areas.      

 Provision of affordable workspace is vital to assist in maintaining a diversity of businesses and 

employment opportunities in the Borough.  In the absence of lower rental business space, 

businesses in the Borough will increasingly coalesce around financial services and similar high value 

businesses. 

 There is clearly a role for planning policy in terms of protecting existing lower rent workspace to 

prevent its loss to other higher value uses (i.e. primarily residential).  Given that it is unlikely that a 

policy seeking 10% affordable workspace in new developments could meet unmet need arising from 



 

    
    
    
    
 91 

 

large scale losses of space to other uses, an article four direction preventing such losses would be 

invaluable.       

Class E and Permitted Development Right impacts  

 High level appraisals consider the relative values of existing office floorspace in comparison to the 

residual land value generated by conversions or development for residential use.  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. Of a sample of over 20 office locations tested, 61% of the 

floorspace in the sample showed vulnerability to change of use. 

 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 regards to locational differences, offices are most vulnerable to conversions in the higher value 

areas of the Borough (CIL zones A and B), where residual values of conversion schemes are well in 

excess of £10,000 per square metre.   Floorspace in the lower values zones is also vulnerable; 

although residual land values generated by residential conversions are lower in these areas, office 

values are also lower.   

 With prime residential values forecast to increase by 21.6% over the next five years (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 significantly; rising residual land values 

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

our appraisals. 

 Spatially the office property market areas of Knightsbridge, South Kensington, Kings Road and 

Kensington suggest at least 50% of stock vulnerability to change of use, which is the Borough 

average. After discounting for lager units over 1,500 sqm, around one third of all stock could be lost 

displacing 16,000 jobs and £1.1bn in GVA.  

 Viability modelling suggests that industrial areas may be less at risk to PDR impacts however a reality 

check on rents and market behaviours suggests that without exemption significant losses could occur 

where buildings are suitable to do so. Around one quarter of stock appears at risk, equating to 1,000 

jobs and £500m in GVA.  
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 Due to the high residential values across the Borough, the results point to difficulties in selecting 

individual areas that would benefit from an Article 4 exemption, instead suggesting that to avoid 

significant adverse economic impacts a Borough wide exemption should be maintained.    
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A1. APPENDIX A SUB MARKET PROPERTY KPIS 
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Table A1.1 Notting Hill Office Area - key performance indicators 
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A2. APPENDIX B: SECTION 9 FURTHER APPRAISAL SCENARIOS  

Table A2.1 Appraisal results - 35% affordable housing  

No  Site  No 
of 
units  

Residual land value (£ millions) 

Zone A 
(Belgravia) 

Zone B (Chelsea) Zone B 
(Notting Hill)  

Zone C 
(Kensington) 

Zone D (West 
Brompton 
including 
Earls Court) 

Zone E (West 
Kensington) 

Zone F 
(including 
Kensal) 

1 Small flatted 5 £2.35 £2.00 £1.08 £1.65 £0.73 £0.73 £0.30 

2 Small flatted 10 £5.20 £4.43 £2.39 £3.66 £1.63 £1.63 £0.67 

3 Small flatted  15 £7.49 £6.36 £3.41 £5.26 £2.31 £2.31 £0.92 

4 Small flatted  20 £8.24 £6.95 £3.52 £5.68 £2.27 £2.27 £0.66 

5 Small housing  5 £4.67 £4.06 £2.51 £3.47 £1.90 £1.89 £1.16 

6 Small housing 10 £9.65 £8.40 £5.18 £7.17 £3.93 £3.92 £2.39 

7 Small housing 13 £12.51 £10.89 £6.71 £9.30 £5.10 £5.08 £3.10 

 

Table A2.2 Appraisal results – 35% affordable housing (per square metre)  

No  Site  No 
of 
units  

Residual land value (per square metre of floorspace) 

Zone A 
(Belgravia) 

Zone B (Chelsea) Zone B 
(Notting Hill)  

Zone C 
(Kensington) 

Zone D (West 
Brompton 
including 
Earls Court) 

Zone E (West 
Kensington) 

Zone F 
(including 
Kensal) 

1 Small flatted 5 £6,490 £5,516 £2,974 £4,565 £2,021 £2,019 £821 

2 Small flatted 10 £6,505 £5,532 £2,989 £4,581 £2,036 £2,034 £836 

3 Small flatted  15 £6,254 £5,312 £2,844 £4,392 £1,926 £1,926 £765 
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4 Small flatted  20 £5,513 £4,646 £2,352 £3,799 £1,516 £1,520 £445 

5 Small housing  5 £8,978 £7,811 £4,820 £6,671 £3,656 £3,643 £2,223 

6 Small housing 10 £8,979 £7,812 £4,821 £6,672 £3,657 £3,644 £2,225 

7 Small housing 13 £8,630 £7,510 £4,627 £6,416 £3,514 £3,504 £2,138 

 

Table A2.3 Appraisal results - 20% affordable housing  

No  Site  No 
of 
units  

Residual land value (£ millions) 

Zone A 
(Belgravia) 

Zone B (Chelsea) Zone B 
(Notting Hill)  

Zone C 
(Kensington) 

Zone D (West 
Brompton 
including 
Earls Court) 

Zone E (West 
Kensington) 

Zone F 
(including 
Kensal) 

1 Small flatted 5 £3.08 £2.64 £1.51 £2.22 £1.09 £1.08 £0.55 

2 Small flatted 10 £6.81 £5.85 £3.35 £4.91 £2.41 £2.41 £1.23 

3 Small flatted  15 £9.81 £8.42 £4.79 £7.07 £3.43 £3.43 £1.72 

4 Small flatted  20 £10.92 £9.33 £5.11 £7.77 £3.57 £3.57 £1.60 

5 Small housing  5 £5.91 £5.16 £3.25 £4.43 £2.50 £2.49 £1.59 

6 Small housing 10 £12.22 £10.67 £6.71 £9.16 £5.17 £5.16 £3.28 

7 Small housing 13 £15.84 £13.84 £8.69 £11.89 £6.71 £6.69 £4.25 

 

Table A2.4 Appraisal results – 20% affordable housing (per square metre)  

No  Site  No 
of 
units  

Residual land value (per square metre of floorspace) 

Zone A 
(Belgravia) 

Zone B (Chelsea) Zone B 
(Notting Hill)  

Zone C 
(Kensington) 

Zone D (West 
Brompton 
including 
Earls Court) 

Zone E (West 
Kensington) 

Zone F 
(including 
Kensal) 

1 Small flatted 5 £8,495 £7,296 £4,167 £6,126 £2,994 £2,992 £1,517 



 

           
      97 

 

2 Small flatted 10 £8,510 £7,311 £4,182 £6,141 £3,009 £3,007 £1,533 

3 Small flatted  15 £8,192 £7,033 £3,996 £5,901 £2,865 £2,865 £1,436 

4 Small flatted  20 £7,304 £6,238 £3,415 £5,196 £2,385 £2,390 £1,067 

5 Small housing  5 £11,362 £9,926 £6,245 £8,523 £4,813 £4,797 £3,049 

6 Small housing 10 £11,363 £9,927 £6,246 £8,524 £4,814 £4,798 £3,050 

7 Small housing 13 £10,923 £9,544 £5,996 £8,197 £4,627 £4,614 £2,932 
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A3. APPENDIX C: LABOUR DEMAND SECTOR – USE CLASS SPLIT 

 B1a / E(g) B1b / E(g) B1c / E(g) B2 B8 NON-B 

Agriculture etc 0% 0% 0% 0% 0% 100% 

Mining & quarrying 0% 0% 0% 0% 0% 100% 

Manufacturing 0% 1% 2% 97% 0% 0% 

Electricity, gas & water 0% 0% 0% 7% 0% 93% 

Construction 0% 0% 0% 5% 5% 90% 

Wholesale & retail 0% 0% 0% 10% 36% 53% 

Transport & storage 4% 0% 0% 0% 40% 56% 

Accommodation & food services 0% 0% 0% 0% 0% 100% 

Information & communications 96% 2% 2% 0% 0% 0% 

Financial & business services 61% 0% 0% 6% 0% 33% 

Government services 7% 0% 0% 0% 0% 93% 

Other services 5% 0% 0% 0% 0% 95% 
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