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Key point summary
· This report builds upon previous work on employment capacity in the Earls Court & West Kensington  Opportunity Area, designated in the draft replacement London Plan (2009), to develop further the case for increasing significantly the employment allocation in the draft Plan.

· The report has been prepared having regard to the approach to policy making at the regional level set out in PPS4 to assess the need for new office development and the potential for “strategically significant offices” in the ECWKOA as sought in the draft London Plan.

· The relevant market area for this assessment is defined as the western part of the Central Activities Zone (CAZ) and the adjacent boroughs of Kensington and Chelsea and Hammersmith and Fulham

· London’s West End economy is a vital component of its capital and world city role. 

· Office employment growth in the West End has substantially outpaced the slow rate of expansion of the office stock in this market in the past 25 years.

· Office occupiers in the West End face high and rising occupational costs.

· The West End is significantly under-supplied with office space relative to forecast levels of demand growth over the London Plan period.

· Forecasts provided in the London Office Policy Review 2009 (LOPR) show that future supply capacity in Westminster and Camden combined, including major development proposed at Euston and King’s Cross, shows a substantial shortfall compared with projected employment growth in the two boroughs.

· There is a clear need for additional supply capacity in suitable locations to accommodate expansion of the West End economy and associated workplace growth.

· Suitable locations for expansion of the West End are likely to be located to the west of the CAZ given the well-developed, longstanding trend in favour of westward movement in office markets, as noted in the LOPR.

· The boroughs of Kensington and Chelsea and Hammersmith and Fulham present the obvious and logical places to seek opportunities for new significant new office development to accommodate West End expansion.

· Overall, the two boroughs of Hammersmith & Fulham and Kensington & Chelsea do not have adequate existing supply capacity to accommodate expansion from the significantly under-supplied West End market.

· There is a need for additional office supply capacity within the two boroughs in a suitable location in order to meet expansion from the West End.
· The ECWKOA has high public transport accessibility and physical capacity for significant office development as part of a major new mixed use district, creating a modern West End type office environment and distinctive sense of place. The ECWKOA is a suitable location for new office development consistent with the objectives of PPS4.    
· Planning for a minimum of 300,000 sq m of offices in the ECWKOA is consistent with the need for critical mass for a successful, new business hub.
· Office development in the ECWKOA will have a long delivery period, with phased building allowing responsiveness to changing demand and occupier requirements in terms of types, sizes and specification of offices.  
1. INTRODUCTION
1.1 Scope of Study 
1.1.1 This document has been prepared for Capital and Counties Limited on behalf of the Earls Court and Olympia Group as part of the evidence base on the employment capacity in the Earls Court & West Kensington Opportunity Area as identified in the consultation draft of the replacement London Plan (October 2009).
1.1.2 The draft replacement London Plan states that the potential for the Earls Court and West Kensington Opportunity Area (ECWKOA) as a location for “strategically significant offices” should be explored, together with other land uses. The draft London Plan includes an indicative employment capacity for the Opportunity Area of 7,000 jobs of all types.
1.1.3 The purpose of this document is to explain why a substantially higher employment capacity is appropriate for the ECWKOA based upon an assessment of its potential for “strategically significant offices”.  This document builds up on previous work undertaken on employment capacity in the ECWKOA and reported in representations to the consultation on the draft London Plan ( Earls Court & West Kensington Opportunity Area: Employment Capacity Evidence Base,  CB Richard Ellis, January 2010).  The previous report presented evidence to support an increase in the indicative employment allocation for the ECWKOA to include 20,000 office jobs.
1.1.4 This report has been prepared to develop further the case for the indicative employment allocation for the ECWKOA to be increased, having regard to the approach to policy making set out in Planning Policy Statement 4 (PPS4).  In particular, the report has been prepared in accordance with the requirement in Policy EC1.2 (b) in PPS4, when assessing the need for new office development, to “take account of forecast future employment levels and assess the physical capacity of centres to accommodate regionally significant new office development, reflecting the role of such centres in the hierarchy.”  Under Policy EC2.1 PPS4 requires regional planning bodies to ensure their development plan

(a) Sets out a clear economic vision and strategy for their area which positively and proactively encourages sustainable economic growth:
(b) Supports existing business sectors, taking account of whether they are expanding or contracting, and where possible, identifies and plans for new or emerging sectors likely to locate in their area.

1.1.5
This report therefore assesses the strategic need and potential for significant office development in the ECWKOA in the context of      

· The future need represented by office floorspace demand projections in the western part of the Central Activities Zone and the adjacent boroughs in West London – Kensington and Chelsea, Hammersmith and Fulham.
· Currently identified future office supply capacity in this area and the potential shortfall against future demand over the London Plan period.
· The location and accessibility attributes of the ECWKOA which will support office development to meet the need for additional supply capacity.
1.1.6
The assessment draws upon evidence from a number of sources, but in particular makes use of the evidence base supporting the draft replacement London Plan.  This includes the GLA Economics employment projections for sectors and London boroughs, the London Office Policy Review 2009 and the Local Employment Sites Database 2009.  The assessment also makes use of office market data compiled by CB Richard Ellis covering leasing activity, office availability, development starts and completions, changes to office stock and rental levels and trends
2. assessment of office floorspace need
2.1 Regional Market Context
2.1.1 PPS4 states that the evidence base for planning at the regional level should “be based on an understanding of the economic markets operating in and across the area” (policy EC1.2).  This requires the relevant and appropriate economic market area to be defined.  In the case of the office market, the appropriate spatial scale of analysis is that at which office occupiers would be most likely to consider alterative locations.  With regard to the Earls Court & West Kensington Opportunity Area (ECWKOA) it is reasonable to suggest that the relevant market area will include the western part of the Central Activities Zone (CAZ), to which it is adjacent, together with other locations within the two boroughs in which it is located: the Royal Borough of Kensington & Chelsea and the London Borough of Hammersmith & Fulham.
2.1.2 This geographical framework is consistent with the evidence, noted in the London Office Policy Review (2009), of a very strong bias in the spatial pattern of office demand and the development of office markets outside of Central London towards the west, with a pronounced and longstanding historic trend of occupiers drifting westwards from Central London and the expectation that this historic pattern of dispersal will persist in future.
2.1.3 PPS4 states that assessment of the need for new office development at the regional level should “take account of forecast future employment levels and assess the physical capacity of centres to accommodate regionally significant new office development, reflecting the role of such centres in the hierarchy.”  (Policy EC1.2 [b]). Adopting this approach it is therefore appropriate initially to focus attention on projected future growth in office demand and supply capacity in the western part of the CAZ. This is the overwhelmingly dominant concentration of office employment within the relevant market area for assessing the ECWKOA’s potential as a location for new office development. The initial analysis of the western part of the CAZ is followed by consideration of office demand and supply in Kensington and Chelsea and Hammersmith and Fulham.
2.2 The West End: Office Demand and Supply
2.2.1 The western part of the CAZ (London’s West End broadly defined) lies predominantly within the City of Westminster and contains Central London’s largest office market with approximately 40% of its total office floorspace stock.  It houses London’s largest concentration of office employment and many activities, institutions and facilities of national and international importance.  The economic well-being of this area is vital to the maintenance of London’s capital and world city role.
2.2.2 The West End houses a diverse range of private sector businesses with a notable concentration of business services firms and a significant number of corporate headquarters across a range of industry sectors.  Media and creative industry businesses are strongly represented and there is also an important cluster of companies in banking and finance in the core area of Mayfair and St. James’s.

2.2.3 Over the past 25 years the West End market has recorded a very low level of growth in office stock, absolutely and in comparison with other parts of Central London.  Compared with its 40% share of Central London’s office floorspace stock, the West End has accounted only for 25% of total floorspace in new office development completions within Central London since 1984.  While office floorspace in Central London as a whole has increased by 36% over this period, the net increase in stock in the West End market has been only 12%, a growth rate of around 0.5% per annum (source: CB Richard Ellis estimate).  
2.2.4 Office development in the West End is constrained by planning policies aimed at protection of the heritage character of the area and the provision of housing in conjunction with increases in office floorspace.  Conservation areas cover around 76% of Westminster which is home to 11,000 listed buildings. Westminster has few major office redevelopment opportunities.  New office development and net additions to office stock in the West End have been strongly concentrated in locations outside the core areas of Mayfair, St. James’s, Soho and the western part of the area north of Oxford Street. Since 2000 new office development at Paddington has accounted for one third of the net addition to office stock in the whole of the West End market.
West End Office Markets: Prime Rents, 1985-2010
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2.2.5 Employment growth in finance and business services in the West End has far outstripped the increase in office stock over the past 25 years and the resulting supply/demand imbalance has driven rental growth above inflation in this period.  Despite the fall in rental values from their peak in 2007, the CB Richard Ellis Prime West End Office Rent Index shows that rents at the end of 2009 were still over 50% higher in real terms than at the bottom of the previous market downturn in 1993.

2.2.6 Office rents in the West End are among the highest in the world.  The top rents in Mayfair and St James’s are double comparable prime rents in the City of London. Office rents in less expensive parts of the West End, such as Victoria and Paddington, are above those in all other areas of Central London outside the West End. 
Office Occupancy Costs

London and the Most Expensive Global Office Markets

	
	
	Total occupancy cost $per sq ft pa

	1
	London, Mayfair
	182.94

	2
	Hong Kong (Central CBD)
	153.20

	3
	Tokyo, (Inner Central), Japan
	143.99

	4
	London, North Oxford Street
	130.60

	5
	London, Victoria
	126.00

	6
	Mumbai, India
	125.76

	7
	Moscow, Russian Federation
	125.10

	8
	Tokyo (Outer Central), Japan
	118.41

	9
	Paris Ile-de-France, France
	113.23

	10
	London, Paddington
	113.10

	11
	London City
	110.07

	12
	Dubai, United Arab Emirates
	108.92

	13
	São Paulo, Brazil
	100.00

	14
	New Delhi, India
	96.90

	15
	Rio de Janeiro, Brazil
	95.63

	16
	London, Canary Wharf
	92.60

	17
	Luxembourg City, Luxembourg
	81.84

	18
	Hong Kong (Citywide)
	80.27

	19
	Geneva, Switzerland
	80.25

	20
	Zurich, Switzerland
	78.48


Source: CB Richard Ellis Global Office Rents, May 2010 

Note: Occupancy costs include rent, property taxes and service charges for prime Grade A offices
2.2.7 The West End office market is strongly cyclical and currently is in the early stages of recovery following the major downturn experienced in the financial crisis and recession during 2008-09.  Office take-up has improved from the exceptionally low level recorded in early 2009 and the availability of office space on the market has begun to fall.  Availability as a proportion of office stock was 7.3% at the end of Q1 2010 in the West End, compared with 9.0% in the City market and 8.6% in the northern part of the Isle of Dogs.   
2.2.8 Office development activity has been sharply curtailed in the past two years across Central London as a result of the credit crunch and falling rents and capital values. The short to medium term outlook for new office supply in the West End is highly constrained with currently only 90,000 sq m of office space under construction.  Very limited new development is now due for completion during 2011-12.  More new schemes may be initiated as market conditions and property values improve but it is likely to be 2013 or 2014 before the West End records any appreciable increase in new office completions.  Based on the current pipeline of schemes in progress and proposed for completion over the next five years, it is estimated that completions are likely to average in the order of 70-80,000 sq m per annum, compared with the long term average of 110,000 sq m per annum over the past 25 years.  
2.2.9 Within this constrained supply outlook in the West End market, even average levels of office demand will put upward pressure on rents.  The CB Richard Ellis Prime Recent Index shows office rents in the West End stabilising over the second half of 2009 and starting to rise in Q1 2010 (CB Richard Ellis MarketView: Central London Offices, Q1 2010).  With office availability now falling and a dearth of new supply in 2011-12, the market is likely to experience a strong cyclical upturn in rents.  Historic trends suggest that within a five year time horizon West End rents are likely to regain or exceed their 2007 peak levels.  West End office occupiers therefore face significant inflation in occupational costs from current levels.
2.2.10 Structural under-supply of office space and a lack of expansion capacity for businesses in the West End are set to persist in the long term, as demonstrated in the evidence base for the draft replacement London Plan  (October 2009). The Plan’s forecasts of future office employment growth in London and implied office floorspace demand are taken from the London Office Policy Review 2009 which includes borough-level estimates of future office supply capacity drawn from data in the Local Employment Sites Database (LESD).   Comparing the forecast employment growth with supply capacity over the period to 2031,  LOPR  notes that Westminster is a borough “where the forecasts suggest there is strong demand for offices but  the planning system has not yet identified sufficient sites” and consequently “Westminster has a large under-supply” (LOPR, 2009, paragraph 3.5.5). The LOPR identifies office supply capacity in Westminster to 2031 amounting to only 38% of the forecast office demand, representing an absolute shortfall of almost 400,000 sq m of office floorspace.  
2.2.11 The London Borough of Camden covers part of the West End market. It also includes locations in the adjacent Midtown market area and at Kings Cross which will provide alternative location options to the West End for some occupiers.  Supply capacity in Camden is therefore also relevant to assessment of the balance of supply and demand in the western part of the Central Activities Zone.  Within Camden locations near Euston and King’s Cross have significant office development potential which contributes the major part of the borough’s identified supply over the London Plan period.   In total Camden’s supply capacity in the LESD is around 2.5 times that in Westminster, which emphasises the latter’s very restricted potential supply.

2.2.12 The LOPR forecast of office employment growth in Camden to 2031 is proportionately stronger than in Westminster and is absolute terms equals 70% of the growth projected for Westminster in the period 2011-31.  The identified supply capacity in Camden is sufficient to cater for the forecast demand growth and the borough has ‘excess’ capacity for 77,000 sq m of offices in the LOPR projections.  The apparent excess supply capacity in Camden, however, is no more than a minor counterweight to the projected under-supply of offices in Westminster in the LOPR forecasts.   Aggregating the supply and demand forecasts from the LOPR for Westminster and Camden shows that the total supply capacity equates to only 72% of total demand across the two boroughs, resulting in a supply shortfall of 327,000 sq m over the period to 2031
2.2.13 The above estimate of future under-supply is based on forecasts in the LOPR 2009 and therefore reflects the office employment forecasts used, which are consistent with GLA Economics employment projections, and the LOPR assumptions on occupational density - 12 sq m (net), 13.9 sq m (gross) per worker.    In our view, this is likely to under-estimate the potential shortfall in supply for the following reasons: 

· Westminster has London’s largest concentration of jobs in Business Services which the biggest office-using sector and the dominant source of office employment growth.

· The GLA Economics projections for Business Service employment growth, which feed into the LOPR office employment forecast, show a low rate of growth to 2031 compared with long term historic trends.  The methodology used to project Business Service employment treats the sector as a residual from projections of other sectors within a total London employment forecast; it thus arbitrarily constrains job growth in Business Services and is potentially biased towards under-estimation of future job growth potential.

· Despite its favourable office employment structure, in the LOPR forecast Westminster office jobs grow more slowly than in London as a whole.

·  In estimating office floorspace demand resulting from job growth, the LOPR assumes an occupational density of 13.9 sq m per worker (gross).  In our view this is an unrealistically high density. 

2.2.14 Allowance for the effects of these factors on the office demand forecast would suggest that the shortfall in office supply in Westminster is likely to be substantially greater that the 400,000 sq m identified in the LOPR.  To illustrate the effect of alternative assumptions, allowing for 10,000 (+3%) more office jobs in 2031 than in the LOPR forecast, and assuming a gross occupation density of 16 sq m increases the potential shortfall in supply by 219,000 sq m.  Likewise, applying a lower employment density of 16 sq m to the office employment forecast for Camden would eliminate the apparent potential excess supply in the borough and increase the net shortfall across Westminster and Camden combined.          
2.3 Kensington and Chelsea Office Market

2.3.1
Kensington and Chelsea has a total office floorspace stock of 450,000 sq m of which around one third is located in the Knightsbridge area (SW3 postcodes) which within the CAZ.  The remainder of the stock is spread across a number of locations within the borough which lacks a strategically significant focus of office-based activity.
2.3.2
Office market activity in Kensington and Chelsea outside the CAZ has been limited over the past 20 years both in terms of new development and levels of office leasing.  Monitoring of office take-up in units over 930 sq m by CB Richard Ellis since 1990 has identified annual leasing volumes averaging just less than 3,000 sq m.  A high proportion of the take-up of modern office space in the borough outside the CAZ was accounted for by the Kensington Village development, Avonmore Road, W14, built in the late 1990s/early 2000s.  The largest individual leasing transaction, 12,450 sq m, was by Darcy Massius Benton and Bowles in Warwick House at Pembroke House on Avonmore Road.  Take-up of modern office space in units over 930 sq m has been strongly biased towards companies in advertising, marketing, PR, film and TV, telecommunications ad IT.

2.3.3 
Based on data from the LESD, the LOPR 2009 identifies supply capacity of 56,900 sq m of office floorspace in Kensington and Chelsea.  It is not indicated what proportion of this total lies within the area of the borough within the CAZ.  The LOPR records only one scheme in the borough with planning consent for over 5,000 sq m in the borough – a 6,300 sq m scheme in Bard Street, W10.  
2.3.4 The LOPR identifies office policy options for town centres in non-CAZ locations within Inner London.  There are five in Kensington and Chelsea – Chelsea, Kensington, Notting Hill, North Kensington, and South Kensington.  The recommended policy option in the LOPR for each of these is “promote residential/non-office-led mixed use”.  No centre is identified as presenting a strategic necessity to promote offices.
2.3.5  The LOPR forecast for office employment in Kensington and Chelsea over the period 2011-2031 shows growth of 9.4%, which compares with 17.9% in London as a whole and is one of the lowest rates of increase of all London boroughs.  The latest GLA Economics (2009) projection for total employment in Kensington and Chelsea shows a marked reduction in forecast employment in 2026 compared the GLA 2007 forecast.  Previous forecasts by the GLA found that future employment growth in Kensington and Chelsea would be constrained by a relative shortage of business sites.  GLA Economics has confirmed that the latest employment projection to 2031 falls short of the level that the ’trend’ and the borough’s accessibility might suggest. 
2.3.6 The LOPR estimates that future office supply and demand in Kensington and Chelsea are roughly in balance.  However, the LOPR demand forecast is constrained to accord with the GLA Economics projection for borough employment which is subject to capacity constraints, as noted above. The conclusion is that Kensington and Chelsea will have no capacity to accommodate excess demand from expansion in the western part of the CAZ which faces a large under-supply over the period to 2031.

2.4 Hammersmith and Fulham Office Market
2.4.1 Compared with Kensington and Chelsea, Hammersmith and Fulham has a much larger and more active office market.  With around 270,000 sq m of office floorspace completed in the past 20 years, the borough’s office stock has expanded to accommodate increased office employment.  Annual take-up of new office space in the borough in units over 930 sq m has averaged 9,000 sq m since 1990, although with large year to year variations related to individual large schemes securing occupiers.   The borough also has an active market in secondhand office space with annual take-up in units over 930 sq m averaging 7,000 sq m (source: CB Richard Ellis office market statistics).

2.4.2 The principal focus of the office market in the borough is in and around Hammersmith town centre.  Fulham and Shepherd’s Bush have much smaller levels of office-based activity.  Outside these town centres the Empress Building on Lillie Street, Earls Court, represents the single largest development in the borough in the past 20 years, with 34,000 sq m of offices let in 2004 to the Metropolitan Police.  

2.4.3 The principal sources of office demand in Hammersmith outside the public sector are Business Services and Other Services.  Companies in telecommunications, IT, TV, film and media industries have been the largest takers of office space in Hammersmith since 1990.  There is also significant representation from companies in food, drink and engineering sectors.  Hammersmith thus shares some similarities with the West End market in the composition of occupational demand.

2.4.4 Office employment projections by borough in the LOPR indicate an increase of almost 50%, 29,000 office jobs, in Hammersmith and Fulham over the period from 2007 to 2031. Projected office growth 2011-31 is 34.9%, the second fastest increase after Tower Hamlets among all London boroughs.

2.4.5 Based on this employment forecast the LOPR anticipates growth in office floorspace demand in Hammersmith and Fulham of 401,000 sq m over 2007-30.  On the basis of LESD data, however, the borough has “a significant under-supply” of office space relative to this demand. Identified supply capacity of 274,000 sq m (gross) equates to only 68% of forecast floorspace demand.  The LESD estimate does not include any allowance for supply capacity in the Earls Court and West Kensington Opportunity Area.
2.4.6 The borough’s future supply capacity includes several major proposed schemes in or near Hammersmith centre.  Two with planning consent are the redevelopment of Hammersmith Palais on 5hepherd’s Bush Road (5,850 sq m) and the TfL site on Beadon Road (39,000 sq m).  There is also outline consent for Hammersmith Embankment Phase 2 (37,600 sq m).
2.4.7 Office supply capacity in Hammersmith Centre comprises a series of schemes in separate ownership and promoted by different developers.  There will be separate and discrete decisions taken on timing and implementation of individual schemes in light of individual viability assessments and prevailing market conditions.  Current evidence indicates that certain major schemes are likely to proceed only on the basis of substantial pre-construction leasing commitments.  Hence, individual schemes will be taken forward subject to the attraction of specific large occupational requirements.

2.4.8 There is also major potential capacity in the White City Opportunity Area, now being promoted under the name Creative London and involving a development consortium and the BBC.
2.4.9 The development of the site is complicated by the fact that it is owned by a number of different parties.  The timescale is 15-20 years.  Helical Bar is project managing approximately 14 hectares to the east of Wood Lane adjacent to the Westfield shopping centre, including industrial land it owns along with Aviva, land owned by Marks & Spencer and land owned by the BBC with Land Securities. The BBC is in charge of the land on the west of Wood Lane which includes Television Centre which will be vacated when the BBC moves a substantial part of its operations to Manchester.
2.4.10 Latest indications are that the site will be divided into three distinct clusters each with their own distinct character:

· The Northern cluster would be where the BBC World Service is currently located. This would have a strong media identity, surrounded by residential development.
· The City Centre would contain a full mixture of uses including residential, offices, community facilities, cafes, restaurants, and retail. 

· The South cluster would have a community centre and leisure centre. 
Proposals for the White City Opportunity Area are still evolving.  The key theme of the proposals for commercial development at this stage is a specialisation in creative and media-related industries building upon the BBC presence. This would translate into a distinctive office market position for White City and competition with other locations would be conditioned by a potential emphasis on attraction of media-related and creative businesses, including fashion and design.

2.4.11 The LESD 2009 identifies capacity for 11,600 jobs in total in the White City Opportunity Area.  The draft London Plan includes an indicative employment total of 10,000 for the White City Opportunity Area.  No breakdown between office jobs and other types of employment is given.  As a guide, the LESD consultants assume that the composition of employment in mixed use schemes includes 63% office employment.  On this basis the LESD capacity estimate for White City would imply 7,300 office jobs.
2.4.12 The development aspirations for the White City Opportunity Area seek an indicative office employment capacity greater than this figure.  The developer consortium has proposed that the Opportunity Area could accommodate as many as 25,000 jobs in total and has sought an increase in the London Plan indicative employment allocation for the Area on this basis. Assuming that 63% of the total employment proposed for White City is in offices, this would imply around 15,750 office jobs are being sought for the Opportunity Area if the developers’ aspirations were fully realised.  This is 8,450 more than the office jobs figure implied by the LESD for White City.  
2.4.13 On the basis of the LESD site capacity estimates, the LOPR projects an under-supply of office space in Hammersmith and Fulham by 2031 equivalent to accommodation for 9,200 office jobs.  If more office employment capacity as now sought for the White City Opportunity Area was developed and occupied by 2031, this would reduce the projected under-supply of office space in Hammersmith and Fulham in the LOPR forecasts.  However, development proposals for the White City Opportunity Area are still evolving and it is uncertain what the phasing of the various components of the scheme will be and how much floorspace might be developed over the London Plan period. No doubt this will require scrutiny.
2.4.14 It is however clear that, even with an addition to employment capacity by 2031 at White City in excess of the LESD estimate (even to the high levels now being sought by the White City developer consortium), this would not be sufficient to close the gap between office supply and demand identified in the LOPR forecast for Hammersmith and Fulham. Furthermore, this assessment of prospective office supply in Hammersmith and Fulham also shows that the borough has no currently identified capacity to accommodate expansion from the West End office market which the LOPR forecast indicates will face significant under-supply of offices over the London Plan period. This indicates that the borough would benefit from a significant number of office jobs being created at the Earls Court Opportunity Area.
2.5 Office Supply/Demand Balance in the Four Boroughs

2.5.1 The chart below summarises the LOPR forecasts of office floorspace demand and supply for the four boroughs of Westminster, Camden, Kensington and Chelsea and Hammersmith and Fulham over the period 2007-2031.  These boroughs together comprise the relevant economic market area used to assess office floorspace need with respect to the ECWKOA.
Office Floorspace Supply & Demand: 2007-2031
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2.5.2 The data in the chart show that across the four boroughs the LOPR forecasts identify an aggregate under-supply of 445,000 sq m of office floorspace, principally accounted by the large shortfall in future supply in Westminster. As noted earlier, in our view the basis of the LOPR forecasts means that this is likely to be an under-estimate of future under-supply. 
2.5.3 As discussed above, the LOPR supply forecast for Hammersmith and Fulham, based on LESD data, includes an estimate for capacity in the White City Opportunity Area which is less than that implied by development aspirations for the Area. The full realisation of these aspirations could potentially add in the order of 117,000 sq m of office floorspace to supply capacity in Hammersmith and Fulham against the LOPR estimate of a shortfall of 127,000 sq.
2.5.4 Even if development in the White City Opportunity Area produced the full amount of office space by 2031 implied by the developer’s aspirations, the four boroughs together face projected under-supply of some 330,000 sq m of offices over the London Plan period.  The boroughs therefore have insufficient currently identified floorspace capacity to accommodate the growth in employment that is forecast to occur over the Plan period.    
2.6 Conclusions on Market Context and Office Need 
2.6.1 
The evidence on the regional market context for strategically significant offices in the ECWKOA makes clear that:

· The West End office-based economy faces a significant under-supply of office space and there is a need for expansion capacity in suitable alternative locations.

· Suitable locations for expansion of the West End are likely to be located to the west of the CAZ given the well-established, longstanding trend in favour of westward movement in office markets as noted in the LOPR.

· Locations in the boroughs of Kensington & Chelsea and Hammersmith & Fulham are the logical places to seek opportunities for significant new office development to accommodate West End expansion.

· Currently identified supply capacity in Hammersmith and Fulham and Kensington and Chelsea is insufficient to meet projected demand and to provide expansion capacity for the West End, even allowing for a larger amount of office employment at White City than indicated in the draft London Plan.

· There is a need for additional capacity in a suitable location to help meet the strategic need for West End expansion capacity.
3. Earls Court and West kensington Opportunity Area: Office location potential
3.1 Introduction 
3.1.1 This section of the report examines the locational attributes of the ECWKOA and the character of its proposed development to assess its suitability for strategically significant offices.  The assessment also considers the likely profile of demand of offices in this location and the types of occupiers it would be likely to attract.   

3.2 Suitability Criteria for a Strategic Office Location;   
3.2.1 The ECWKOA offers a distinctive opportunity to create a new business district that will provide a natural extension to the West End and create a “modern West End type office environment” to accommodate future workplace growth.
3.2.2 To provide an attractive alternative to the West End, where there is excess demand for available space, it will be important for a new location to offer similar qualities to those which underpin the West End’s appeal to occupiers.  Of key importance in this respect are:

· Public transport accessibility

· Proximity to shops and other services

· A vibrant mix of land uses

· Proximity to a high quality residential environment

· Sufficient development capacity to create critical mass as an office location

· Development on a scale that can provide a varied mix of office buildings for different types and sizes of office occupiers 

· A positive image and sense of place.
3.2.3 The ECWKOA offers an exceptional opportunity for fulfilling these criteria, by virtue of its location and the scale and character of the mixed use development proposed for the area.  It has the distinctive twin benefits of high transport accessibility and the physical capacity to house significant office development within a major new mixed use district. 
3.3 Location and Accessibility
3.3.1 The ECWKOA is extremely well-located within the western sector for businesses seeking a near-centre office location option with excellent access to both the West End and Heathrow.  Its position makes it well-placed to benefit from the longstanding westward movement of office occupiers. Suitable high quality premises in this location could help retain businesses undertaking westward moves within Inner London.

3.3.2 The ECWKOA scores very highly on public transport accessibility, being served by three Underground stations and the overground rail line linking Clapham Junction to north-west London. According to Transport for London’s PTAL rating, which measures a location’s public transport accessibility, a large proportion of the ECWKOA has a PTAL rating of 6a or 6b which are the two highest ratings.  While some parts of the area currently attract a lower rating, improvements to accessibility and transport are expected to raise the PTAL to 6 or over for the majority of the location, placing it among the highest rated and most accessible areas in London.
3.3.3 A location that enjoys good public transport accessibility appeals to occupiers as it enables them to draw employees from a large labour pool. Good public transport also affords major sustainability benefits for a location.  The ECWKOA’s excellent transport accessibility means that future employees and residents alike will have a higher propensity to use the public transport system than in other less accessible locations.
3.3.4 In order to assess public transport accessibility for employees to the ECWKOA, an Accession analysis calculation was undertaken by WSP transport consultants for the weekday peak, 7 am to 9 am.  Comparative Accession runs were also completed for Hammersmith Centre and White City.

3.3.5 Accession is a software package designed on behalf of the Department for Transport for public transport accessibility analysis.  Accession uses public transport timetable information to calculate the fastest possible journey time between an origin point and the site (destination point).  Journey times vary depending on what time of day the calculation is run for.

3.3.6 The maps in the Appendix below show the location of Earls Court and the other centres assessed.  The points highlighted were taken as the destination points for the Accession analysis.  The journey times in the accession plots therefore relate for the time taken to reach the respective point. A 250 metre origin grid was used to represent people’s journey start points.  Accession calculates the walking time, wait time and possible interchanges along the route.  The fastest time possible is then assigned to the origin point.  The area in between each origin point is interpolated depending on the values of the closest points to it.

3.3.7 The Accession results were overlaid on 2001 Census data to ascertain the economically active population catchment of each site.  Where a census output area was not wholly contained within one time band, the statistics were distributed based on the proportional area.
3.3.8 The results show that Earls Court has a catchment containing approximately 1.5 million economically active people within a public transport journey time of 45 minutes to the site.  This is similar to that for Hammersmith Centre and higher than White City where only 1.3 million economically active people live within the same journey time.  
3.3.9 The potential for strategic offices in the ECWKOA is therefore very strongly supported by its public transport accessibility which gives in an extensive labour catchment area and high sustainability attributes.  Significant office employment in a highly accessible location will help meet policy objectives for sustainable development. The ECWKOA offers the distinctive and valuable opportunity to locate significant new office development in a highly accessible place, optimising the economic potential and capacity of the Opportunity Area.
3.4
Scale, Mix of Uses and Place-Making
3.4.1 The ability of the ECWKOA to offer a suitable and attractive office location will be a function of the scale and mix of uses proposed for the area.  The physical extent of the Opportunity Area (31 hectares) provides the opportunity for strategic offices to be developed as part of a large, multi-faceted, vibrant and complex mix of uses across the site that will create a new London district of distinctive character with its own sense of place. Offices will be located in proximity to substantial new residential development, retail and leisure uses   and a range of ancillary services uses, all set within an attractive, varied and well-designed public realm.
3.4.2 The scale of the development will also be important to creation of critical mass and economies of agglomeration for office occupiers, giving weight to the realisation of the potential as a strategic office location.  Scale will also enable the development of offices to cater for a wide spectrum of office demand by size of unit and from different types of business.  There will a mix of large floorplate buildings for larger occupiers with office space in suitable unit sizes and specifications for small to medium sized businesses.  Smaller office occupiers form a large proportion of the demand in the western part of the CAZ and show a strong preference to locate in proximity to other bushiness and services. 
3.4.3 Creation of critical mass requires a sufficient scale of development to secure market recognition as a new business hub.  A number of other major development schemes aimed a the creation of new business districts  around the edges  of Central London each have existing and planned capacity for between 250,000 and 450,000 sq m of office space, including  Paddington, King’s Cross and  London Bridge City/More London. It would be consistent with the aim of establishing a strategically significant office location in the ECWKOA to help create a vibrant new community to plan for a minimum of 300,000 sq m of offices, as part of a major mixed use scheme.  Office development on this scale would go a considerable way to meeting the need identified earlier for increased capacity to address the shortfall in supply to accommodate West End expansion.
3.5
Occupier Profile and Market Positioning
3.5.1 Offices in the ECWKOA can be expected to appeal to a diverse range of occupiers; its key attractions will include public transport access, connectivity to the West End and Heathrow, building specification including sustainability qualities and the comparative level of occupational costs, offering a substantial discount to core West End rents. 

3.5.2 The broad range of sectors and business types that could be drawn to the ECWKOA is evidenced by the profile of occupiers in the West End and in Hammersmith. Unlike the City, the West End office market is not overly dependent on the banking and finance. The sector accounted for 22% of take-up over the last 10 years; this was exceeded by business services with 28% of demand. A diverse range of other sectors comprised the remaining 50% of West End office demand.
3.5.3 On the basis of the existing pattern of office demand in the West End and Hammersmith  and the advantages of Earls Court as a business location, the following sectors would be potential targets:
· Advertising / marketing /public relations.
· TV & media.
· Telecommunications and computer services.
· Retailing and consumer services. 
· Energy industry.
· Some professional services. 
· Miscellaneous business services.
· International and UK corporates.
3.6.3
Offices in the ECWKOA will have a long delivery timescale which will allow scope to develop office buildings in response to shifts in occupier requirements with regard to size, configuration and specification.  Development will also be able to respond to changing market conditions with a balance of pre-let and speculative office supply.  With a concentration of land ownerships in the ECWKOA, a controlled, phased release of office space will be possible, mitigating risks of over-supply.

3.6.4
It will take time for ECWKOA to establish its market position as an office location and to gain critical mass.  Competition with other locations will therefore be an evolutionary process rather one having sudden and transformative effects. 
3.6 Conclusion

3.6.1 The ECWKOA is a highly accessible and suitable location for significant office development and realisation of its potential would help meet the strategic need for West End expansion capacity.  Together with Hammersmith Town Centre and the White City Opportunity Area, it will increase the office location options for occupiers. A wide of range of occupiers, reflecting the diverse West End business mix, will be included in the target market for ECWKOA.
3.6.2 Phased development of offices in the ECWKOA will take place as part of a major mixed use scheme where it help create a sense of place in a new sustainable community. 

4. sequential Approach and impact

4.1
Introduction
4.1.
PPS4 requires planning authorities to identify an appropriate range of sites for main town centres uses including offices.  Authorities should base their approach on the identified need for development, identify the appropriate scale of development, apply the sequential approach to site selection and assess the impact of sites on existing centres. In so doing, they must consider the degree to which other considerations, such as physical regeneration, benefits of developing on previously developed sites, employment opportunities, increased investment in an area or social inclusion, may be material to the choice of appropriate locations for development (policy EC5.1). 
4.1.2
The evidence presented in this report strongly supports the case for the ECWKOA as a highly suitable site for strategically significant offices consistent with the objectives of the PPS4 approach, as summarised in the paragraphs below.  

4.2
Development Need, Site Suitability and Impact
4.2.
The evidence presented in the foregoing sections clearly demonstrates that there is a need for significant additional supply capacity to cater for expansion of the West End office-based economy and that the adjacent western boroughs are the logical places to seek suitable locations for the necessary development. 
4.2.2
The evidence in Section 3 above confirms that the ECWKOA is extremely well qualified to accommodate development of a scale commensurate with the identified need.  It is very well-suited to serve the defined need as a strategic site with the ability to create critical mass as an office location within a sustainable new mixed use community in an Opportunity Area. 
4.2.3 
The ECWKOA has sufficient development capacity to provide a varied mix of office buildings for different types and sizes of office occupiers, with phased delivery over a long timescale allowing scope for office building to respond to shifts in occupier requirement and to changing market conditions. 
4.2.4 The guidance relating to the sequential approach in PPS4 should be seen in this context. The objective of the sequential approach is to ensure that the identified need is met in the proper location. Town centres are identified as such locations on the basis of the opportunities they provide for access by a choice of means of transport as well as linked trips. However the ECWKOA has been recognised as a significant strategic opportunity which offers the potential to achieve significant levels of office development consistent with this objective. The ECWKOA’s suitability by reference to these considerations is fully supported by its excellent connections to the West End and very high transport accessibility to a large labour catchment area. The provision of offices as part of a wider mixed use development of the ECWKOA would provide the opportunity for linked trips between residential, office, retail and leisure uses consistent with town centre activity.  It would also offer substantial physical regeneration of a brownfield site within an area that would benefit from significant new investment, factors which PPS4 recognises as relevant to the selection of sites for new development.
4.2.5
Offices in the ECWKOA will be an extension to the West End, providing needed expansion capacity for a seriously under-supplied market.  The occupiers likely to be attracted to the ECWKOA will typically have strong business linkages with the West End and the CAZ more generally.  The ECWKOA will therefore pay a strongly complementary role as an office location in relation to the CAZ, contributing to the fuller realisation of the West End economic potential with net benefits to London’s economy. It is an appropriate location to meet the need that is identified above. 
4.2.6
PPS4 recognises that the scope of any assessment should be proportionate to the circumstances. The analysis of need presented above is appropriate to the strategic policy-making process and is closely related to any consideration of impact. The extent of the identified potential under-supply of office space in the relevant economic market area – comprising Westminster, Camden, Kensington and Chelsea and Hammersmith and Fulham – means that the proposed scale of development in the ECWKOA will be required over the long term to meet the shortfall, alongside the supply capacity in Hammersmith Centre and in the White City Opportunity Area.   The extent of the need for additional supply capacity for West End expansion means strategic office development in the ECWKOA will have no adverse implications for existing or proposed office centres, including the realisation of development opportunities in Hammersmith Centre and the White City Opportunity. Office development in the ECWKOA would meet a strategic need that is not currently being catered for and would not adversely affect the function of other office locations where that need is not being satisfied. 
4.2.7
Strategically significant office development in the ECWKOA will therefore contribute to the economic development objectives underlying the London Plan to ensure there is sufficient long term capacity for workplace growth, to lesson the burden of high office costs and to ensure emerging sectors can grow in places meeting their needs.  

4.2.8
Office development in the ECWKOA will also have important positive impacts in contributing to the physical regeneration of the area, redevelopment of brownfield land and creation of local job opportunities. 
APPENDIX: Public Transport accessibility catchments
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White City Catchment
White City
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Map of Destination Locations for Accession Accessibility Analysis
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�The bottom axis needs sq.m adding to it. Also, can the colour key beigger and clearly different colours be used, plus the "Supply-Demand" be added to with "balance" at the end so it reads "Supply-Demand balance" and "4 Boroughs" read "4 Boroughs Total" and then an (a) before Westminster, (b) before Camden, (c) before H&F and (d) before RBKC so it is clearer on first blush that the first bar is the total net result of the 4 beneath? 


�Is the formatting of these diagrams quite right?
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