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EXECUTIVE SUMMARY 

 
Introduction 

 

1. DTZ were commissioned by Westminster City Council to carry out a study investigating the 

small office market in Westminster. In particular, Westminster City Council wished to gain a 

more detailed understanding in terms of the amount, location, demand and type of occupier of 

small offices. The study was commissioned by the City Council in order to inform and provide 

evidence for its approach to the preparation of its Core Strategy and City Management 

Development Plan Documents for the Local Development Framework. The study covers the 

whole City of Westminster but has a particular focus on the Mayfair and St James‟s small 

office markets. 

 

Context and Purpose 

 

2. The City Council wishes to maintain Westminster‟s stock of accommodation for small and 

growing businesses. UDP Policy COM 4 aims to maintain the vitality and diversity of 

economic activity in Westminster through the continued provision of „small offices‟, which the 

City Council regards as those with less than 250 sq m of floorspace. This policy applies in the 

Central Activities Zone (CAZ) and the North West Westminster Special Policy Area.  

 

3. The supply of small offices within Westminster is deemed particularly valuable in 

accommodating Central London activities and supporting activities, which make an important 

contribution to the character and function of parts of the CAZ.  

 

4. Since November 2003, when the Inspector, in his report into the UDP Inquiry commented that 

the small office policy was important, and should be retained, several subsequent strategies 

and reports have followed suit. Westminster‟s Creative Industries Final Report in October 

2007 recommended that „…Westminster continues to protect existing small office/business 

units and continues to require an appropriate amount of small office/business units in 

new/redeveloped commercial premises through the planning process.‟
1
  

 

5. The adopted Economic Development Strategy sets out a framework for the City Council and 

its partners to deliver a range of initiatives to support unemployed residents and businesses. 

This includes developing a strategy for Creative Industries based on the research contained 

within the Westminster Creative Industries report and to encourage the provision of more 

affordable business space for micro enterprises in Westminster. The Mayor supports this 

approach in terms of policies for developing London‟s economy.
2
 Furthermore, Draft PPS 4: 

Planning for Sustainable Economic Development contains the Government‟s desired objective 

for Local Authorities to provide a good range of land and buildings offering a range of 

opportunities for new and small businesses and start-up firms. 

 

6. Policy COM 4 also refers to the provision of serviced suites of small offices which share 

centralised support functions, such as secretarial and administrative services and meeting 

rooms within a larger office building („Serviced Offices‟). It states that these also provide a 

                                                      
1 See UDP policy COM 4 – Appendix 7 
2 In particular Policy 3B.1 of the Mayor’s Further Alterations to the London Plan. It states ‘…seek a range of workspaces of 
different types, sizes and costs to meet the needs of different sectors of the economy and firms of different types and to 
remove supply side blockages for key sectors, including the finance and business sectors…’  



 

 

 6 

valuable supply of smaller office accommodation to meet the needs of smaller businesses in 

Westminster. 

 

7. With over 40,000 businesses located in Westminster, the City has a strong and extremely 

varied economy and offices dominate the commercial activity. Many large multi-national 

businesses from a variety of sectors have their headquarters in Westminster but there are 

many more small businesses that are important to the economic health of the City. Many of 

the fast-growing sectors of the economy are office-based, including the evolving internet-

related activities and this, combined with employment growth and the impact of changing 

information technology requirements will continue to generate increased demand for better 

and higher quality office space in Westminster. 

 

Main Study Findings  

 

8. An analysis of the compiled master database in Westminster shows there to be 6,976 office 

occupiers under 250 sq m (2,690 sq ft) in Westminster, with a total combined floorspace of 

982,000 sq m (10.6 million sq ft). These small offices are located in 2,033 separate buildings. 

Thus of all the office stock in Westminster, estimated at approximately 5.2 million sq m in net 

terms, small office stock is equal to 18.9% of the total. The average size is 141 sq m (1,520 sq 

ft) per small office.  

 

9. Of all the identified small offices, 1594 (23% of the total number of small offices) have been 

found to be being housed within a listed building. These small offices are housed within 495 

listed buildings. 

 

10. The media industry is the business sector occupying most small offices, followed closely by 

the financial, property and professional services sectors. By number of offices, these three 

sectors combined occupy almost four times as many as the rest, and an almost comparable 

amount of floorspace. 

 

11. Between 1997 and 2007, Westminster City Council recorded a net loss of 306 small office 

units comprising 46,236 sq m of small office floorspace. This is comprised by the loss of 617 

small office units (totalling 70,988 sq m) and the gain of 311 small office units (totalling 24,752 

sq m). The figures for change of use in Westminster between 2000 and 2007 indicate that it is 

residential redevelopment of small office units which is responsible for most of this net loss 

 

12. DTZ Research has considered a number of questions appertaining to the adequacy of the 

current supply of small offices and the operation of the existing COM 4 policy.  The specific 

questions are as follows: 

 

 Whether there is any indication of oversupply of small office accommodation in any part of 

Westminster? 

 What impact has the provision of serviced office accommodation had on the supply of 

small office accommodation? 

 How do small offices provide accommodation for both established and start-up businesses 

in Westminster? 

 What is the likely future demand for small offices in North West Westminster? 

 

13. The comments which agents and property owners have provided to us with regard to the 

small office policy suggest that it is not viewed in a favourable light. In general respondents 
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consider it adds further hindrance to an already difficult development process. Specifically, a 

number of objections have been raised: 

 

 That there is no shortage of small office accommodation and therefore there is no need to 

restrict redevelopment of buildings thought suitable for, or occupied by, small office 

occupiers. 

 

 That the growth in the serviced office market has supplemented what is already an 

adequate supply of small offices, and that this further underlines the adequacy of current 

supply, which undermines the need for the current policy. 

 

 That office demand in Central Westminster (CAZ), a reflection of the success of London‟s 

„world city‟ economy, requires office redevelopment to improve the stock to meet this 

need.  And that in this context this policy impedes this objective. 

 

 The attempt to prevent market change (in this case rising rentals and property values as 

they impact small office accommodation) which displaces certain activities as others 

replace them is ultimately pointless. 

 

14. The study has made a distinction between small office occupiers, companies which occupy 

discrete premises on specific leases, and small office buildings, which can vary in size, only a 

few of which are congruent with either a single or a number of small office occupiers, 

according to the definition fixed by the COM 4 policy.  We interpret Westminster‟s policy here 

to refer to occupiers, and not buildings, and that what the policy is attempting to do is to 

protect small office capacity, not specific buildings, unless the two happen to be identical. 

 

15. We would assert that this is the case only where buildings are able to meet this demand and 

nothing else.  That is to say the 387 buildings identified in this study as being below 250 sq m 

(2,690 sq ft) in size, which contain 9% of the number of small offices, 107 of which are 

occupied by a sole office occupier.  Buildings larger than this may be occupied by small office 

occupiers, but their population of occupiers will be shifting between small offices and larger 

ones depending on the exigencies of the leasing structure at any point in time.   

 

16. These buildings need protection; however, this protection is not from office redevelopment, 

but from conversion to residential premises. Residential conversion is currently the main 

threat to the (mainly) modestly sized small office buildings. 

 

17. Looking at the issue of over or under-capacity of small offices in Westminster, we have found 

that there is mixed evidence:  

 

 In comparison with the evidence of the 1990 Land Use Survey, there are now relatively 

more small office occupiers in terms of floorspace compared to total stock. 

 Rents for small offices do not appear to have risen in excess of the general rise in rents in 

recent years, and we would take this to be at least an indication that demand for this 

category of space is not higher than for other categories of floorspace.  

 Availability levels, given the limitations on how they are calculated, do not give 

unambiguous results and show a small decline in the proportion of small office availability 

since 1995.  However, take-up of small office units has also declined, although to some 

extent this falling demand must have been compensated for by the expansion in serviced 

office capacity. 
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 Small business employment growth has been positive, although not as strong as growth in 

overall office-based employment. 

 

These indications do not suggest clearly that either over or under supply is a problem.    

 

14 Conditions for small office occupiers do not seem to have worsened in recent years, in two 

important respects: 

 

 The average lease length for small offices has been falling, in tune with the wider trend in 

commercial property, in this case from an average of 5.3 years to 4.1 years over 4 years 

(2003-2007). This is quite a sharp decline in a short period, and one where availability was 

declining and competition for space was increasing, at least toward the end of the period. 

 

 It appears however that small office rents have not kept up with the rise in prime rents 

over the 2003-2008 period.  This may be taken as an indication of lower demand, as 

noted above, but in a period of declining proportional availability in the less than 250 sq m 

size band, this seems unlikely. 

 

Thus both lease terms and rents have been becoming less onerous for small office 

occupiers in recent years.  

 

15 As well as a wide range of office services, serviced offices offer leasing flexibility, which 

appeals to a wide range of tenants. Workstation occupation is overwhelmingly occupied by 

clients taking workstation numbers equivalent to small office occupiers. Cumulatively, three of 

the largest serviced office providers in Westminster, MWB, Avanta and MLS, report between 

62% and 95% of work stations are in groups of 1-10.  

 

16 Given the higher quality of building and fit-out it is likely that serviced offices do not serve the 

mass of small office occupiers whose preference is to inhabit modestly priced stock. I.e. if 

price is an issue serviced offices will not provide an answer.  Thus the extent to which 

serviced offices meet the needs of small office occupiers in Westminster is limited, although 

the capacity contribution is likely to be significant, all the more so since the sector has 

expanded significantly in a relatively short period of time.     

 

17 Current small office capacity seems adequate. The points made above support the notion that 

there is adequate supply of conventional small office space, with the caveat that price 

pressures seem to be the main reason why companies find it difficult to find suitable space, 

especially the centre, in the CAZ.  

 

18 The increasing number of domestic and international businesses in London is increasing 

competition for space. Compared to the other major Central London office markets such as 

the City, the West End has higher values (rents and yields) and lower levels of availability. 

The development process is constrained, which results in a stock which both grows more 

slowly than in the City, and produces a smaller proportion of new office space. This means 

that the space produced is of a lower quality, given the constraints refurbishment places on 

specification verses new build (including new behind facade developments).  

 

19 However, these features produce a stock which generates higher rents. This results in higher 

capital values, both as a result of higher rental levels, and the lower yield pattern that pertains 

in the West End. These high and growing values (on the upturn side of the property cycle) 

attract investment, and planning constraints apart, would be expected to produce 
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redevelopment to upgrade the quality of premises and expand the stock. This is not 

happening, so in the face of high demand rents are significantly higher than they are in the 

City.    

 

20 The importance of these features for the small office market is two-fold: 

 

 The relatively low level of regeneration of stock means that small office occupiers who are 

sensitive to price (the majority) have a greater choice of stock, since it is being renewed at 

a slower rate than in the City; 

 But this is outweighed by the higher rents which have to be paid, and which in an 

expanding market are growing at a faster rate than on the West End fringes, or in other 

major markets in Central London. 

 

21 It is therefore cost, not capacity, which is at issue in the West End. This is as a result of the 

success of the office market and this study suggests that a policy which protects capacity on 

its own will not address this issue. 

 

22 There is no solid evidence to suggest that start-up companies cannot find suitable premises in 

Westminster. However, the high and growing level of deregistration combined with the 

disquiet expressed by the Creative Industries report
3
 may suggest that the Council should 

consider encouraging alternative forms of accommodation in order to retain start-up capacity 

for specific industries. There are currently no effective examples within the city, with the 

exception of a few premises in North West Westminster. 

 

23 Migration of firms from the CAZ due to insufficient capacity seems inevitable. The apparent 

constrained small office capacity and general increase in competition for space has resulted in 

higher rents.  This appears to be a long term trend. As a result, firms which cannot afford to 

be in the centre have migrated toward less expensive areas. With the exception of East 

Marylebone, small office capacity outside the CAZ is limited and in most other areas 

residential development dominates. 

 

24 North West Westminster, as one of the more deprived areas of London, has relatively low 

commercial values, and offers the opportunity to provide low cost space which migrating 

companies would appreciate.  It would allow the city to compete with locations such as 

Clerkenwell and Camden, which are competitors for media and IT-oriented occupiers which 

now find Central London too expensive.  Much will depend on the success of recent 

developments in attracting increased levels of small office demand and subsequently 

improving the amenities in the locale. If certain development projects prove successful in 

providing small office accommodation and the local economy picks up speed, then heads will 

turn and demand steadily grow.  

 

25 The presence and success of managed workspaces in the North West is a sign of the 

potential demand from the industries which occupy them. Media and creative industries are 

attracted by the „edgy feel‟ of the area and it is these industries which dominate occupation of 

managed office space in the North West. This provides a basis for future development, if 

capacity is provided. At the moment it is limited.  But if current development projects succeed 

in attracting other industries to the area, then the demand base will increase and the area‟s 

credentials improve. 

                                                      
3
 Westminster’s Creative Industries Report – October 2007. GVA Grimley LLP and Burns and Owens Partnership Ltd produced 

the report in commission of Westminster City Council. 
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26 The findings of this study reveal that there is no intrinsic shortage of small office capacity in 

Westminster. Furthermore, the building life cycle continually produces such stock; just as 

obsolete stock is recycled out of small office use into redeveloped premises, which are not, for 

the most part, occupied by small office occupiers.   

 

27 In policy terms, in COM 4 it is stated that in Westminster‟s Central Area “small offices are 

particularly valuable in accommodating....Central London activities and supporting activities 

such as agents, publishers, and other media-based activities”
4
. Para 2.48 goes on to say that 

“losses of small offices may result in the loss of appropriate Central London Activities and 

supporting activities which could affect the character and functioning of Central London”.    

 

28 The particularly high levels of rent in the West End/CAZ are the result of overall limited supply, 

not just for space appropriate for small offices.  This stems from the limited growth in office 

stock in the West End in particular. The degree to which policy COM 4 adds further 

restrictions to this process will be an exacerbating factor. 

 

29 With regard to buildings below 250 sq m in size (2,690 sq m), which currently account for 9% 

of small offices, the policy seems irrelevant, since unless the building is substantially enlarged 

it is likely to be let into the same market.  Loss to residential, which seems to be the current 

threat, can be averted by prohibiting a change of use, but this is unaffected by COM 4, which 

refers solely to redevelopment as offices.     

 

The Study 

 

30 The Study, as outlined in the Project Brief, consists of the following elements: 

 

The provision of a more detailed understanding of the existing amount (numbers and size of 

accommodation), location and type of small office in Westminster. The type of office includes 

outline details of the buildings housing the small office as well as the quality of the stock. The 

analysis includes the following: 

 

 The total number of small offices (occupiers of less than 250 sq m) in Westminster; 

 The number of small office occupiers operating from serviced accommodation; 

 The range and size of small offices and occupier or main purpose of business; 

 An assessment of how small offices provide accommodation for both „established‟ and 

„start-up business‟ in Westminster; 

 The kinds of space small office occupiers occupy (e.g. listed buildings, older style purpose 

built commercial accommodation or new premises); 

 The location of small office occupiers, in particular identifying the main clusters in 

Westminster (especially inside the CAZ). This assessment includes details of the type of 

small office occupier in this location, an indication of how long they have been established 

and the reasons behind the persistence of these clusters; 

 A supply and demand analysis of the small office market; 

 The impact the provision of new serviced accommodation has had on the supply of small 

office accommodation businesses in Westminster; 

 An assessment of the demand outlook for small business accommodation in North West 

Westminster. 

 

 

                                                      
4
 Westminster UDP, adopted 24 January 2007, Chapter 2, para 2.48 
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Approach 

 

31 The approach adopted has involved the following key tasks: 

 

 A review of existing information and literature on the Westminster small office market, 

including information on the kind of space occupied, the identification and interpretation of 

demand factors and the provision of serviced office accommodation. 

 A review of the Westminster office market as a whole including an assessment of current 

rental growth and availability figures together with appropriate forecasts. 

 The assimilation and compilation of a master database containing details of all known 

small offices in Westminster, including their location, age, size (both of the small office 

itself and the building housing the small office), history and where known, details of 

occupier. 

 An analysis of the master database in order to draw out themes on geographical 

clustering, the nature of the occupiers of small offices, assessing how small offices 

provide accommodation for different types of businesses and the role serviced offices play 

in the market.  

 Face-to-face and telephone consultations with key business network leaders, 

stakeholders, internal and external agents and developers. 

 A review of the rates of firm formation and other small office demand indices. 

 A review of small office developments approved and lost in Westminster since 2000. 

 

 

Limitations and Caveats  

 

32 Westminster‟s UDP policy uses an upper threshold of 250 sq m (2,690 sq m) to indicate the 

size of offices which the policy covers. This is used in the study as a definition of small „office 

occupation‟.  Here we need to mark a key distinction. There are small office occupiers who 

demand and occupy spaces which constitute small offices. These offices may be in self-

contained buildings, and as such are „small office buildings‟. But rather more common, in a 

densely built up area like Westminster, with many if not most buildings in excess of the small 

office threshold, is a small office which shares a building with other occupiers. In fact our work 

shows that nearly 70%, either by number of units, or by floorspace occupied, of small offices 

are in such multi-let buildings.     

 

33 The small office market changes more quickly than the office market as a whole. Small 

businesses are born, exist and die in larger numbers and in shorter durations than medium 

and large businesses. Furthermore, from a property point of view they occupy premises for 

shorter periods – i.e. turnover is greater. This greater fluidity, and the lack of definitive sources 

of information, has caused the assessment of the total number of small offices in Westminster 

to be principally undertaken through cross matching data from property sources such as EGi 

and Focus and supplementing this with information from the Valuation Office Agency. The 

occupier and availability information is accurate as at March 2008. It is hoped that such cross 

matching has improved the accuracy of the results and included into the analysis those offices 

which are either unoccupied (or not listed as being available) or are of such a small size that 

the main data sources do not monitor them. The master database also included details of 

those buildings where although the combined building floorspace is more than 250 sq m, the 

entire building is categorised as being multi-tenanted and therefore is likely to contain small 

offices. Although not a perfect solution to the problem, given the number of multi-tenanted 

buildings between 250-1000 sq m and the potential number of small offices housed within 

these buildings, it is important that this category of small office be included.   
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34 The entries for small office buildings which, in themselves, are entire buildings are hard to 

monitor as the sources utilised in this study do not track the occupiers of these small 

buildings. In order to assess as accurately as possible the number of small offices, these 

„entire building‟ entries have been included as one office, whereas in reality the building could 

be subdivided into separate smaller offices. 

 

35 Geographically, although the study‟s remit includes the whole of Westminster, it has been 

necessary to use different property sources for different geographical areas within 

Westminster when compiling the database. For example, it is mainly Valuation Office Data 

which has been utilised for the north and north-west of Westminster and mainly EGi data for 

the CAZ and the rest. This is largely because of coverage limitations by the sources used. 

Although this is the most comprehensive method of collating the data, the different sources 

provide different levels of information on each office. In line with the project brief, and within 

the master database, more information is held on those small offices falling within the CAZ, 

particularly Mayfair and St James‟s.   

 

36 The findings of the study are set out under the following section headings and a summary of 

the key findings in each of these sections is provided below: 

 

 A Central London Office Market Overview – to provide a context for the Westminster 

market; 

 The Main Westminster Office Sub-Markets – to explain how these have different 

characteristics as office markets; 

 The Size and Characteristics of the Small Office Market in Westminster; 

 The Character of Small Office Occupiers and Main Business Clusters; 

 The Supply of Small Offices in Westminster; 

 The Role of Serviced Offices; 

 Demand Outlook for Small Office Accommodation in North West Westminster. 

 

Supplementary analyses and a more in-depth review of the topics covered under the majority 

of these section headings are included in the Appendices. 

 

 

Central London Office Market Overview 

 

37 The Central London office market has entered a downturn. This is representative of the 

familiar pattern of cyclical behaviour of the main property variables, including, most 

fundamentally, rental levels and capital values over the last 40 or so years. Driven primarily by 

the business cycle (i.e. occupier demand) this has meant that investment in stock (i.e. 

development) has also had a pronounced cyclical variation as well.    

 

38 Compared to the other major Central London office market, the City, the West End has higher 

values (rents and yields) and lower levels of availability.  The development process is 

constrained, which results in a stock which both grows more slowly than in the City, and 

produces a smaller proportion of new office space.  This means that the space produced is of 

a lower quality, given the constraints refurbishment places on specification verses new build 

(including new behind facade developments). But this takes place against a background of 

strong demand, prompted by the growth of an internationally traded services business (both 

business and financial services). 
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39 However, these features produce a stock which generates higher rents.  This results in higher 

capital values, both as a result of higher rental levels, but also the lower yield pattern that 

pertains in the West End.  These high and growing values (on the upturn side of the property 

cycle) attracts investment, and planning constraints apart, would be expected to produce 

redevelopment to upgrade the quality of premises and expand the stock.  This is not 

happening, so in the face of high demand rents are significantly higher than they are in the 

City.           

 

40 The importance of these features for the small office market is two-fold: 

 

 The relatively low level of regeneration of stock means that small office occupiers who are 

sensitive to price (the majority) have a greater choice of stock, since it is being renewed at 

a slower rate than in the City. 

 However, this is outweighed by the higher rents which have to be paid, and which are 

growing at a faster rate than on the West End fringes, or in other major markets in Central 

London.   

 

 

The Size and Characteristics of the Small Office Market in Westminster 

 

41 Analysis of the master database for Westminster results in a total of 6,976 offices under 250 

sq m in Westminster, with a total combined floorspace of 982,027 sq m. Of Westminster‟s 

entire office stock, estimated at approximately 9 million sq m, offices occupied by small 

occupiers comprise approximately 11% of the total by floorspace. 

 

42 An analysis of the buildings housing the small offices has shown that the overwhelming 

majority of the identified small offices are sub-divided units of larger buildings. Of the 6,976 

offices identified, 6,544 (94%) were identified as being part of a larger building.  

 

43 Although 6,976 small offices were identified, the actual number of buildings housing these 

offices totals just 2,036. The majority of this stock is deemed to be poor second hand stock 

built before the war. 

 

44 The majority of these offices are situated in the CAZ and are housed in small period office 

buildings. This study has used Westminster Council‟s own definition of the CAZ, which inter 

alia, includes markets such as Mayfair, St James‟s, Soho and WC2.  

 

45 Of the 6,976 small offices identified, only 432 were identified as being entire small office 

buildings with an average size of 211 sq m. The average size of a small office in Westminster 

is 141 sq m. With this in mind, and considering the fact that many of the agents canvassed 

during this study considered 250 sq m to be a large for a „small offices‟ threshold, this may 

have implications for the size threshold in future policy. It may be the case that a smaller 

threshold may be more representative of the small office market in Westminster. 

 

46 For the purposes of this study, the stock definitions are as follows: 

 

 „New‟ Space - space newly built or refurbished and not previously occupied. 

 

 „Good Quality‟ Secondhand Space - space built or refurbished within the last ten years, 

previously occupied and/or air-conditioned. 
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 „Poor quality‟ Secondhand Space- space built 10 or more years ago, previously occupied 

and/or with central heating or in poor decorative order. 

 

47 In terms of the quality of the stock housing small offices, an assessment has been made using 

the age of the building and the overwhelming majority is deemed „poor second hand‟ stock. 

This comprises stock which is more than 10 years old and lacking modern office specification, 

such as air conditioning, raised floors, etc. This appeals to common sense; that on the whole 

small space is cheaper space, and thus likely to be in poorer condition than average. 

Furthermore, for those offices where information is available, at the time of leasing, the over 

whelming majority of the stock was also deemed poor second hand stock. Only 5.7% of small 

office stock is leased as new, 24% is good second hand stock and the majority 70% is poor 

second hand. 

 

48 The analysis highlights that small office stock is generally not of good „quality‟. It is important 

to note that although a building is classified as being of „poor‟ or „good‟ quality, these are only 

differentiating terms used to describe the stock. It does not relate to the attractiveness of the 

buildings to occupiers, in fact, it is often the case that buildings deemed to be of „poor quality‟ 

through these definitions are in fact very attractive to occupiers and go some way to form part 

of the historic character of an area. Very few offices are classified as being either new or 

refurbished stock, whether this is looked at by the inherent quality of the stock or the quality of 

the stock at the time of letting. Out of all identified small offices, 851 are classified as being 

new or refurbished, a total of 12% of total small office stock. 

 

49 The majority of small offices are sub-divided space in larger buildings. Very few small offices 

are separate buildings in their own right. Larger buildings housing small offices are therefore 

considered more important to the protection of the future supply of small offices than smaller 

buildings. This is tempered by discussions of character and function discussed later in this 

study however the findings of this study overwhelmingly indicate that small offices are housed 

in larger buildings. 

 

 

Main Westminster Office Sub-Markets  

 

50 The office market in Westminster can be divided into a number of sub-markets.  According to 

DTZ definitions, there is the West End market, comprising Mayfair, St James‟s, Soho, Victoria, 

Knightsbridge and the North of Oxford Street.  These, together with Covent Garden, are more 

or less coterminous with the Central Activities Zone (CAZ).   

 

51 With rents increasing by 110% over the last ten years and prime West End rents currently 

standing at £1,180 per sq m (£110 per sq ft), Mayfair is the most expensive office location in 

the world. This, however, has not deterred office occupiers, with continued competition for the 

best space pushing some deals up to £1,507 per sq m (£140 per sq ft). Although the attraction 

of locating in these markets continues, rents in these prime areas have priced many 

businesses out of the market and many public companies have been unable to justify 

maintaining offices there.  

 

52 The leading business sectors represented in Mayfair are financial services and property 

consultants. Mayfair and St James‟ have traditionally been home to the corporate sector, 

attracting the headquarters of multi-national corporations. Recently it has also proved popular 

with specialist financials such as hedge fund and private equity firms. Indeed, start-up hedge 

funds have single-handedly driven up rents for units of less than 1,115 sq m (12,000 sq ft) in 



 

 

 15 

Mayfair and St James‟s over the last two years. Having said this, the recent shift in new 

requirements for office space from hedge funds away from start-ups and towards second-

generation firms suggests a maturing of the market, which will result in more lettings by hedge 

funds of units above 185 sq m (2,000 sq ft).  The sources of demand for offices in Mayfair 

have changed over the years, most strikingly of which is the fact that over 50% of demand is 

now from the finance industry. 

 

53 Overall availability and take-up figures for the St James‟s office market is broadly in line with 

Mayfair, with low availability and fairly high take-up for last year. However, the quality of 

available stock in these two markets does differ somewhat. In St James, there is more newly-

built or refurbished available office space, notably as a consequence of the refurbishment of 

major government offices. As at the end of Q4 2007, Mayfair‟s quality availability ratios leaned 

heavily towards good second hand stock, whereas St James had much more newly-built or 

refurbished available stock. 

 

54 The Victoria office market is defined by St James‟s Park and Buckingham Palace to the north, 

Ebury Street and Chelsea Bridge Road to the west and the River Thames to the east and 

south. The cornerstone of the Victoria office market has always been Central Government, 

although it has developed as an alternative to higher priced sub-markets for a wide range of 

occupiers. The availability of large floorplates finished to a high specification has attracted 

other occupier types such as fashion houses and technology firms. The area has attracted an 

influx of financial and property companies unable to find space in Mayfair and St James‟s and 

as such the sources of demand have changed significantly over the course of the last 20 

years. 

 

55 Although long associated with the media industry, the Soho office market has shifted in the 

last few years from being predominantly media-driven, to a combination of media, legal and 

„other professional‟ demand for office space. The stock in Soho is largely of poor second hand 

quality. The availability of newly built or refurbished stock in Soho is very low when compared 

to, say, St James‟s, and the majority of available office stock is deemed poor second hand. 

 

56 By comparison with other area the North of Oxford Street market has a more mixed occupier 

base, and contains significant area of non-office buildings.  The North of Oxford Street market 

comprises a mix of sub-areas; Fiztrovia, Noho/East Marylebone, the Harley Street medical 

area, the rag trade area, etc., and dominated by a number of major estates, the Howard de 

Walden Estate, the Langham Estate, the Portman Estate. Its mix of tenants is likewise broad, 

but the most important component is media, choosing this area as a cheaper alternative to 

Soho. The majority of stock is concentrated in older pre-war small second hand buildings, with 

less than one-fifth newly built or subject to a major refurbishment since 1990. 

 

57 Covent Garden has developed as an office market only since the 1970s. As a result the 

quality of available stock in Covent Garden is largely newly-built or refurbished or good 

second hand stock. As it has developed it has taken on the occupational characteristics of a 

West End type of sub market, and is increasingly an extension of Soho, with a very broad 

tenant base drawn from all sectors. The amount of available poor second hand stock, stock 

which is attractive to small office occupiers, is low, although figures at year end 2007 indicated 

that this was increasing.  

 

58 Results of the small office analysis has shown there to be 1,353 small offices in Mayfair and 

251 small offices in St James‟s. Both markets‟ stock is overwhelmingly of „poor quality‟, with 

only 10% being good or new stock. When the geographical spread of small offices in 
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Westminster is analysed, one witnesses the heavy concentration of offices in the Mayfair and 

North of Oxford Street markets. 

 

59 An important character of buildings in Mayfair and St James‟s is the number of listed 

buildings, and these are especially important for small office capacity as they are constrained 

from redevelopment, for the most part.  Looking at the number of listed buildings housing 

small offices by the main sub-markets, as expected with a city like Westminster, a number of 

the buildings are categorised as being listed. The Mayfair market has the most listed buildings 

with 160, and the North of Oxford Street market (with 130 listed buildings) is a close second. 

 

60 Take-up in Mayfair and St James has steadily dropped off since 2005 to a ten-year low in 

2007. This is largely attributed to the constrained availability in these markets as demand for 

space remains strong. Indeed, take-up figures have dipped at a slightly more pronounced rate 

than availability since 1995, which perhaps reflects the general restrictiveness of the two 

markets. The proportion of available good or new space has also steadily diminished, with the 

overwhelming majority being poor space. 

 

61 The small office stock in Mayfair and St James‟s is generally smaller than Westminster as a 

whole. The majority of small offices are between 51-150 sq m (550-1,615 sq ft) in size. 

Conversely, the buildings housing small offices in Mayfair and St James are larger. An 

assessment of the size of buildings which house small offices in Mayfair and St James‟s 

shows there to be a number of buildings above the 1000 sq m (10,760 sq ft) threshold. This is 

compared to the greatest number of small offices being housed in buildings up to 250 sq m 

(2,690 sq ft) for Westminster as a whole. This suggests that there are more small offices 

(between 51-150 sq m/550-1,130 sq ft) housed in larger buildings in Mayfair and St James‟s 

than Westminster as a whole. 

 

62 As described above, demand for small office space in Mayfair and St James is largely from 

the financial sphere. Companies from this industry segment are, in general, less concerned 

with the price of space and more concerned with the prestige which comes from occupying 

space in this area and the proximity to clients and services. 

 

 

The Character of Small Office Occupiers and Main Business Clusters 

 

63 Westminster is home to the most compact grouping of established occupier clusters in 

London. Such well recognised and dense groupings of different sectors significantly adds to 

the economic prosperity and vibrancy of the city and should be maintained and encouraged. 

The reasons for these clusters vary and range from historical connections to a given location, 

proximity to sector-specific facilities or simply prestige. In general, propinquity to customers, a 

skilled labour force and professional bodies are the recognised pervasive benefits to 

occupying space in Westminster for small office occupiers.   

 

64 The media industry is the business sector occupying most small offices, followed closely by 

the financial, property and professional services sectors. By number of offices, these three 

sectors combined occupy almost four times as many as the rest, and an almost comparable 

amount of floorspace. The media business sector includes business types such as publishing, 

advertising, marketing and broadcasting. When the same analysis is undertaken assessing 

the small office occupiers by floorspace instead of number of offices, the results are broadly 

similar. Proportionately, the property sector and the professional sector occupy less small 

offices by floorspace than by number, indicating that these industries occupy small offices at 
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the smaller end of the size spectrum, but, by and large, the analysis of both number of small 

offices and floorspace occupied produces comparable results 

 

65 The Creative Industries report highlighted that the West End, Soho, St James‟s and Mayfair 

have the highest concentration of creative businesses in the UK. Westminster is a global 

centre of excellence for a number of creative industries, including film, post-production, 

fashion, television and new media. Areas such as Soho are historically linked to the 

development of these industries in the UK. The sharp rise in property prices and rents in 

Westminster, largely due to demand from higher value sectors and uses, has meant that a 

number of media companies are struggling to compete in the Westminster property market. 

 

66 In general office terms the West End is home to clusters in the banking, real estate, law, 

management consultancy, architecture/engineering, accountancy, advertising, recruitment 

and business support fields. Within this zone there are distinct geographical separations of 

services (for example, banks near Mayfair, advertising near Soho and real estate in the west 

towards Hyde Park).  

 

67 Financial companies provide the largest overall source of conventional office demand in the 

Central London market and are the second largest occupying sector of small offices in 

Westminster. While financial companies can be found across Central London, there is a 

strong bias towards the West End, and particularly the Mayfair and St James‟s sub-markets. 

This is in part for historic reasons. Until recently, the main source of finance for both private 

equity and hedge funds was from private banks, and those are largely located in Mayfair and 

St James‟s. The largest hedge funds (over 2,790 sq m) as well as the private equity arms of 

investment banks are mostly found in the City.  

 

68 In several ways, Westminster is unique in the density and number of the different industry 

clusters and any small office policy should embrace this. Small office occupation is important 

to the character and function of the whole city and offers new and small businesses and start-

up firms valuable opportunities in a very competitive market.  

 

 

The Supply of Small Offices in Westminster 

 

69 Market failure has been defined terms of supply falling short of effective demand, or where 

demand falls short of need. In the former case the issue is one of insufficient capacity – not 

enough small offices available for potential occupiers.  In the latter it is the existence of 

specific reasons why firms should have access to more, different or better space than they are 

willing and able to pay for.  The former is an issue of market dynamics, and an intervention 

into the market to correct the problem.  The latter, if substantiated, recognises that the market 

needs to be supplemented by public intervention if the desired outcome is to be achieved. 

 

70 Small office capacity is in any case rooted in the building „life cycle‟, which ensures that the 

building stock serving small office occupiers is continually being „produced‟ by the impact of 

the passage of time on the wider buildings stock, and landlord responses to changes in 

market dynamics.  This is also part of a wider process whereby the stock is progressively 

renewed.   At a certain point, varying with a number of factors, including age of buildings, 

degree of depreciation, ability to secure vacant possession, the state of the property market, 

etc., the development process will recur.  To the extent that the building has contained 

occupiers below the „small office‟ threshold, this will be lost to such occupation. To this extent 

then, a policy such as the Council‟s which attempts to “maintain Westminster‟s stock of 
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accommodation for small and growing businesses” by controlling the character of 

redevelopment of the existing supply could be construed as being misconceived, since this 

supply is continually being both created (by sub-division of ageing buildings and lease 

structures), and destroyed by redevelopment. 

 

71 It is difficult to see what such a blanket policy is intended to achieve: inability to secure a 

planning permission for redevelopment seems likely to condemn a building to remaining in a 

poor condition, internal refurbishments notwithstanding.  As we also show, the small office 

market is predominantly characterised by low rents: if this situation cannot change, as the 

policy, if taken literally, requires, this will depress the value of the building.  Not only in 

proportion that its rent is low and to the extent the other characteristics small office occupiers 

also share (aversion to long leases, a higher propensity to bankruptcy) are present, which 

weaken covenant strength, but also in the „hope value‟ which redevelopment adds to a 

building.  This latter is potential profit or elevation in value that a building or site can yield to 

the extent that redevelopment captures higher rents and better covenant tenants in the future, 

and which is embodied in its site value, or residual value.   

 

72 Between 1997 and 2007, Westminster City Council recorded a net loss of 306 small office 

units comprising 46,236 sq m of small office floorspace. This is comprised by the loss of 617 

small office units (totalling 70,988 sq m) and the gain of 311 small office units (totalling 24,752 

sq m). The figures for change of use in Westminster between 2000 and 2007 indicate that it is 

residential redevelopment of small office units which is responsible for most of this net loss. 

This suggests that stricter control of development away from office use should be considered 

if the objective of protecting small office buildings is to be achieved.  

 

73 Is there any evidence that start-up companies in particular cannot find suitable premises in 

Westminster? If we look at evidence of business start-up rates for Westminster and adjoining 

boroughs to see if performance within the city, and its performance compared with 

surrounding boroughs (to indicate any evidence of displacement of activity) has been 

deteriorating, we conclude that there is no solid evidence to suggest this.  However, the high 

and growing level of deregistration in Westminster combined with the disquiet expressed by 

the Creative Industries report may suggest that the council should consider encouraging 

alternative forms of accommodation in order to retain start-up capacity for specific industries 

in Westminster. 

 

74 Growth in small office employment, as measured by ABI statistics since 1993, has been 

slower than growth in office related employment overall; only 2% versus 8%. This may be an 

indication of either underperformance in new firm formation or pricing out of small companies 

from Westminster. Obviously either could be related to the degree of difficulty which small 

companies find in obtaining suitable office space in the city.   

 

75 Within small office-related employment there are still some major changes, despite the 

slowness in overall growth. The financial sector grew by 27%, a very strong performance 

which reflects the growth in the sub-sectors mentioned above. It is difficult to underestimate 

the impact of these new financial companies, especially on the core Mayfair/St James‟s 

markets, in terms of driving up rents to unheard of heights through competition for scarce 

prime location, top specification office floorspace. The other strongly growing sector was 

Professional, which grew slightly more strongly than overall employment. But given its far 

higher weighting in share of small office employment (38%) the growth was substantial (11%, 

or over 3,500 people). 
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76 The results of the analysis into the displacement or otherwise of certain employment sectors 

to other neighbourhoods imply that certain professional and media sectors such as 

accounting, auditing and advertising have moved into surrounding boroughs, while other 

sectors such as real estate agencies and judicial agencies have moved into Westminster. This 

may be due to certain industries being able to afford increasing rents, and others not.  

 

 

The Role of Serviced Offices 

 

77 The serviced office market in Westminster is well supplied: of the 72,000 workstations 

estimated to be present in Central London, Westminster contains around 21,000, or just over 

30%. There are 121 serviced offices, with a floor area of 167,000 sq m, in the city. This is 

expanding fast: there has been a 38% increase in floorspace since June mid-2005.  When the 

size of all serviced office space in Westminster is taken as a percentage of total small office 

floorspace, serviced offices represent 17% of total stock.  

 

78 Of these 121 units 99, totalling 1.5 million sq ft, are in the CAZ, constituting 3% of total 

floorspace, and 31, totalling 464,000 sq ft, are in the core Mayfair/St James‟s office market. 

The quality of space is higher as one moves from Westminster as a whole to the CAZ portion 

of the city, and thence to Mayfair/St James‟s. Overall, floorspace is split nearly evenly 

between Good (new or refurbished premises up to 10 years old, or of modern specification) 

and Poor (the remaining older and underspecified stock).   

 

79 In Westminster the dominance of the major groups is much more pronounced: together the 

three largest national groups (Regus, MWB, MLS) plus two local companies (Executive 

Offices, the largest Central London company, and Avanta) control 60% of the floorspace, 

compared to a 2006 national share of 34% for all  five.  

 

80 Workstation occupation is overwhelmingly occupied by clients taking workstation numbers 

equivalent to small office occupiers.  Cumulatively, three of the largest serviced office 

providers, MWB, Avanta and MLS report between 62% and 95% of work stations are in 

groups of 1-10.   

 

81 However, serviced offices offer leasing flexibility, which appeals to a wide range of tenants. 

Thus the serviced office capacity in Central London services is a larger market segment than 

just small office occupiers. As the survey evidence above suggests, large companies find the 

lease flexibility offered an attraction as well as small companies do. In other words, serviced 

offices are not an exact substitute for small offices, as it services a larger audience. 

 

82 The serviced office stock is of generally better condition than much of the poorer stock 

occupied by small business premises, and consequently is probably not suitable for occupiers 

more sensitive to costs.  While serviced offices are most cost effective for small groups for 

short periods of time, extended residence at serviced offices can be more expensive than 

conventional offices.  This is a more important factor for small offices as they are, on the 

whole, more price sensitive than larger occupiers.   

 

83 In conclusion, serviced offices are evidently meeting a growing need for lease flexibility and 

bundled services in Central London.  Some of this demand comes from small offices, but in 

the absence of occupancy data at this stage we can only assert that a significant but unknown 

amount of the 167,000 sq m (1.8 million sq ft) capacity will be a substitute for existing small 

office demand.   
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Demand Outlook for Small Office Accommodation in North West Westminster 

 

84 The successfulness or otherwise of North West Westminster attracting increased levels of 

small office demand hinges on a number of associated factors. As one of the most deprived 

areas of London, it has a long way to go to reach the dizzying heights of other areas. Much 

depends on the success of recent developments in attracting increased levels of small office 

demand and subsequently improving the amenities in the locale. If certain development 

projects prove successful in providing small office accommodation and the local economy 

picks up speed, then heads will turn and demand steadily grow.  

 

85 The transport infrastructure in the North West is sound and, in comparison with other areas in 

Westminster, much less congested. Crucially, rental levels are much lower in the North West 

than other areas and this can act both as a inducement to displaced CAZ small office 

occupiers as well as start-up firms. Much also depends on the rental levels and provision of 

small office accommodation in other parts of Westminster too. If rents continue to rise and 

supply remains constrained, then occupiers will be forced to look elsewhere.  

 

86 The presence and success of managed workspaces in the North West is largely as a result of 

the industries which occupy them. Media and creative industries are attracted by the „edgy 

feel‟ of the area and it is these industries which dominate occupation of managed office space 

in the area. This provides a basis for future development, if capacity is provided.  At the 

moment it is limited.  But if current development projects succeed in attracting other industries 

to the area, then the demand base will increase and the area‟s credentials improve. 

 

87 If current and future schemes prove successful, it is possible that those companies on the 

fringe of the West End could be diverted north – which would substantially increase demand. 

This process would be hastened if the major schemes in the Paddington Basin become fully 

developed out, which would make the area to its north east more attractive. However, the 

opinion from agents is that it is Kings Cross, rather than Paddington, which will become more 

established and its surrounding areas will succeed in attracting SMEs before the North West. 

The areas surrounding Kings Cross have a large capacity for cheaper premises, larger than 

the capacity of the North West, and it is thought that this will be an area where SMEs displace 

to first before North West Westminster.   
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1. INTRODUCTION 

 

1.01 DTZ were commissioned by Westminster City Council to carry out a study to investigate the 

small office market, paying particular attention to the existing situation in terms of the amount, 

location, demand and type of occupier.  

 

1.02 The study was commissioned by the City Council in order to inform and provide evidence for 

its approach to the preparation of its Core Strategy and City Management Development Plan 

Documents for the Local Development Framework. The study covers the whole City of 

Westminster but has a particular focus on the Mayfair and St James‟s small office markets 

within the Central Activities Zone (CAZ). 

 

Context and Purpose 

 

1.03 Westminster is a diverse London borough stretching from Pimlico and Victoria in the south 

through the West End, Marylebone and Bayswater to Paddington and Queen‟s Park in the 

north-west. It includes the capital‟s principal areas of government, shopping, entertainment 

and tourism and the headquarters of many commercial and professional organisations. The 

resident population stands at approximately 232,000 which is swelled each day by over 1.1 

million people working and visiting the city on a daily basis.  

 

1.04 The City Council wishes to maintain Westminster‟s stock of accommodation for small and 

growing businesses. UDP Policy COM 4 aims to maintain the vitality and diversity of 

economic activity in Westminster through the continued provision of „small offices‟, which the 

City Council regards as those with less than 250 sq m (2,690 sq ft) of floorspace. This policy 

applies in the Central Activities Zone (CAZ), the main centre for business activities in the city, 

and the North West Westminster Special Policy Area.  

 

1.05 The supply of small offices within Westminster is deemed particularly valuable in 

accommodating Central London activities and supporting activities, which make an important 

contribution to the character and function of parts of the CAZ. The City Council wishes to 

maintain the stock of accommodation for small and growing businesses as they meet a wide 

range of demand for small units and add to the overall range of office accommodation in 

Westminster. Small offices in the North West Westminster area make a particular contribution 

to the provision of local employment and are deemed important to its regeneration. 

 

1.06 Since November 2003, when the Inspector, in his report into the UDP Inquiry commented that 

the small office policy was important, and should be retained, several subsequent strategies 

and reports have followed suit. Westminster‟s Creative Industries Final Report in October 

2007 recommended that „…Westminster continues to protect existing small office/business 

units and continues to require an appropriate amount of small office/business units in 

new/redeveloped commercial premises through the planning process.‟
5
  

 

1.07 The Economic Development Strategy (Draft for Consultation-September 2007) sets out a 

framework for the City Council and its partners to deliver a range of initiatives to support 

unemployed residents and businesses. This includes developing a strategy for Creative 

Industries based on the research contained within the Westminster Creative Industries report 

and to encourage the provision of more affordable business space for micro enterprises in 

Westminster. The Mayor supports this approach in terms of policies for developing London‟s 

                                                      
5 See UDP policy COM 4, Appendix 7. 
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economy.
6
 Furthermore, Draft PPS 4: Planning for Sustainable Economic Development 

contains the Government‟s desired objective for Local Authorities to provide a good range of 

land and buildings offering a range of opportunities for new and small businesses and start-up 

firms. 

 

1.08 Policy COM 4 also refers to the provision of serviced suites of small offices which share 

centralised support functions, such as secretarial and administrative services and meeting 

rooms within a larger office building („Serviced Offices‟). It states that these also provide a 

valuable supply of smaller office accommodation to meet the needs of smaller businesses in 

Westminster. 

 

1.09 With over 40,000 businesses located in Westminster, the city has a strong and extremely 

varied economy and offices dominate the commercial activity. The stock of office floorspace is 

over 9 million sq m (96.9 million sq ft), which accounts for just under a quarter of all floorspace 

in the City
7
. Many large multi-national businesses from a variety of sectors have their 

headquarters in Westminster but there are many more small businesses that are important to 

the economic health of the City. Many of the fast-growing sectors of the economy are office-

based, including the evolving internet-related activities and hedge funds, and this, combined 

with employment growth and the impact of changing information technology requirements will 

continue to generate increased demand for better and higher quality office space in 

Westminster. 

 

The Study 

 

1.10 The study, as described in the Project Brief, consists of the following elements: 

 

The provision of a more detailed understanding of the existing amount (numbers and size of 

accommodation), location and type of small office in Westminster. The type of office includes 

outline details of the building housing the small office as well as the quality of the stock. The 

analysis includes the following: 

 

 The total number of small offices in Westminster; 

 The number of small offices operating from serviced accommodation; 

 The range and size of small offices and occupier or main purpose of business; 

 An assessment of how small offices provide accommodation for both „established‟ and 

„start-up business‟ in Westminster; 

 The kinds of space small offices occupy (e.g. listed buildings, premises originally built as 

houses or workshops, older style purpose built commercial accommodation or new 

premises); 

 The location of small office occupiers, in particular identifying the main clusters in 

Westminster (especially inside the CAZ). This combines two tasks: 

 Firstly, mapping the location of small offices; 

                                                      
6 In particular Policy 3B.1 of the Mayor’s Further Alterations to the London Plan. It states ‘…seek a range of workspaces of 
different types, sizes and costs to meet the needs of different sectors of the economy and firms of different types and to 
remove supply side blockages for key sectors, including the finance and business sectors…’  
7 The difference between this total and that used as a reference point in the report as the total office floorspace in 
Westminster, 5.2 million sq m (56 million sq ft) is that the former figure refers to the gross external floorspace of office 
buildings, including some non-commercial buildings, whereas the latter, drawn from Valuation Office data, is defined by the 
‘Net Internal’ (which includes “most space useful to the business of an occupant, and excludes common areas, stairwells, and 
foyers. The walls, lift shafts and columns of a property are also excluded” – National Statistics).   
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 Secondly, identifying the location of occupiers by business sector and identifying 

clusters; 

 A supply and demand analysis of the small office market; 

 The impact the provision of new serviced accommodation has had on the supply of small 

office accommodation businesses in Westminster; 

 An assessment of the demand outlook for small business accommodation. 

 

Approach 

 

1.11 The approach adopted has involved the following key tasks: 

 

 A review of existing information and literature on the Westminster small office market, 

including information on the kind of space occupied, the identification and interpretation of 

demand factors and the provision of serviced office accommodation. 

 A review of the Westminster office market as a whole including an assessment of current 

rental growth and availability figures together with appropriate forecasts. 

 The assimilation and compilation of a master database containing details of all known 

small offices in Westminster, including their location, age, size (both of the small office 

itself and the building housing the small office), history and where known, details of 

occupier. 

 An analysis of the master database in order to draw out themes on geographical 

clustering, the nature of the occupiers of small offices, assessing how small offices 

provide accommodation for different types of businesses and the role serviced offices play 

in the market. This analysis involves assessment of data other than the compiled master 

database and involves data obtained from sources such as The Valuation Office. 

 Face-to-face and telephone consultations with key business network leaders, 

stakeholders, internal and external agents and developers. 

 A review of the rates of firm formation and other small office demand indices. 

 A review of small office developments approved and lost in Westminster since 2000. 

 

Report Structure 

 

1.12 The remainder of this study is structured as follows: 

 

 Section 2: Central London Office Market Overview 

 Section 3: The Size and Characteristics of the Small Office Market in Westminster 

 Section 4: The Main Westminster Office Sub-Markets 

 Section 5: The Character of Small Office Occupiers and Main Business Clusters 

 Section 6: The Supply of Small Offices in Westminster 

 Section 7: The Role of Serviced Offices 

 Section 8: Demand Outlook for Small Office Accommodation 

 Section 9: Conclusions 

 Section 10: Recommendations 
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    2. CENTRAL LONDON OFFICE MARKET OVERVIEW 

 

Introduction 

 

2.01 This introductory section of the study provides a brief overview and outlook of the Central 

London office market. It is intended to provide a backdrop and wider context for the study. 

When analysing the Westminster small office market, including the type of space, the relevant 

demand indices and the availability rates, it is important to place this in the context of the 

overall Central London and West End office markets.  

 

2.02 Information for this section has been gathered using standard data sources such as Focus
8
 

and EGi
9
, as well as drawing on existing research reports and studies, together with 

discussions with local commercial agents and developers/business space providers. In this 

section of the study, we have considered the Central London office market and provided a 

general market overview and outlook. 

 

 Central London Office Market   

 

2.05 One of the major strengths of the Central London office market is the variety and quality of 

office stock on offer to occupiers. Central London contains the greatest concentration of 

commercial office space in the UK with around 20.4 million (220 million sq ft) sq m of office 

stock. Its main components are the West End, City, Mid Town and Docklands sub-markets, 

with stock of 5.4 million sq m (58 million sq ft), 8.2 million sq m (88 million sq ft), 2.3 million sq 

m (25 million sq ft) and 1.7 million sq m (18 million sq ft) respectively.  

 

2.06 While the long term trend in Central London is for employment to grow, and consequently for 

office stock to grow, it is also important to bear in mind the existence and nature of the 

„property cycle‟ in the Central London office market. It is a fact that commercial property 

values do not remain steady for long. Over time a distinct pattern of rises and falls take place 

across the range of inter-related variables which are used to measure market performance. 

These include availability rates and ratios, amounts of newly built floorspace, take-up levels, 

the amount of office floorspace leased, rental levels and capitalisation rates or yields. 

 

2.07 Such cycles have been ubiquitous in real estate for a considerable period of time, sufficient for 

them to be regarded as the norm rather than the exception. It may be defined in terms of any 

of the variables above, but in terms of occupational markets, rents are most significant, and 

for asset markets the corresponding value is total return. The most important long term trend 

in the Central London market is the growth in the office stock, reflecting the equally long term 

growth in demand from office-based employment sectors in the capital. The West End market, 

for example, despite being constrained by heritage considerations and planning restrictions 

                                                      
8
 Focus Information Limited was established in 1984 and is owned by the CoStar Group (the largest commercial real estate 

provider in the US). Focus is an online service providing subscribers access to comprehensive databases of office and industrial 
availability. Costar describes itself as the UK and US leader in commercial property information. Whilst not forming the bulk of 
the information included in the study’s database, there was often extra information on buildings and occupiers (especially 
regarding the main purpose of business of the occupiers) in the information obtained from this source and this information was 
included. 
9
 The Estates Gazette Group has been in the business of providing news and information to the property industry since 1858. As 

well as data retrieval and dissemination on the property industry, it also produces a number of international magazines such as 
the Estates Gazette. Egi describes itself as the ‘UK’s leading online news, research and information service for the commercial 
property market’. The information obtained from EGi on occupiers of small offices in Westminster formed the basis for this 
study. 
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has grown from 3.6 million sq m (39 million sq ft) in 1974 to 5.4 million sq m (58 million sq ft) 

as of now, while other sub-markets, such as the City, Mid Town and Docklands, have grown 

at an even  faster rate. 

 

2.08 Therefore, all Central London office market analyses have to be viewed against the backdrop 

of these cycles, in particular, the current cycle, which appears to be entering its „down‟ phase. 

Availability in the City has risen nearly 50% since June 2007, and has increased by 23% in 

the West End. Take-up is less clearly affected, but in both markets transaction volumes in Q1 

of 2008 were around 15% below the average prevailing since 2004. Prime rents have fallen in 

both markets since their peak in the second half of 2007. See Figure 1 below for a visual 

description of the existence of the property cycle through an analysis of City and West End 

historic total returns.  

 

        Figure 1: City and West End Total Return 1981-2007 

 
 

 

2.09 Thus the market is pronouncedly cyclical, and since 2005 the trend has been upwards, in 

terms of rising take of floorspace and rising rents, and conversely falling availability.  

Stimulated by rising capital values development has risen as well.  However, the last quarter 

of 2007 and the start of the first quarter of this year have witnessed a severe downturn in the 

commercial property sector. This downturn had been gathering momentum since summer 

2007 and although the property market was vulnerable to a correction, values having risen so 

high, the banking crisis and the resulting „credit crunch‟ compounded the „natural‟ turn in the 

cycle.  

 

2.10 In 2006 London out-performed the rest of the UK with a growth rate of 3.4%. This slowed to 

around 2.5% in 2007 as the global credit crunch hit earnings in the financial sector. Up until 

recently, occupier demand has remained solid but continuing losses in the financial sector and 

growing fears that credit market problems will be transmitted to the wider economy seem 

increasingly likely to undermine demand for Central London offices. In this context, DTZ 

Research has forecast a further slowing in London output growth to just 1.7% in 2008.  

 

2.11 Availability continued to decline across all three Central London markets during 2007 (City, 

West End and Mid-Town), with the availability ratio across Central London falling to just 5% 

(down from an average 7.4% a year earlier). Due to a limited development pipeline and 

resilient demand, supply in the West End will remain restricted for the foreseeable future. 
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However, a substantially larger development pipeline means that the level of completions in 

the City is set to rise markedly over the next two years. And despite a significant amount of 

pre-letting and letting during construction, the level of available space is certain to rise 

amongst both new and second hand stock. A rise in the latter will stem from surplus space 

being placed on the market by the financial sector reducing employment. 

 

 

Figure 2: Central London Office Take-Up, Million Sq M 
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Figure 3: Central London Office Availability 
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2.12 Reflecting this cooler economic climate, DTZ Research has forecast that there will be a 

marked slowdown in rental growth in 2008, particularly in the City, which has a stronger 

development pipeline. As a result of constricted supply, the West End will prove more 

resilient, although this market relies heavily on the continued presence of hedge funds and 

private equity. As was the case in 2006, the West End outperformed the City in 2007, 

achieving rental growth of over 25%. 
10

 See Figure 4 below. 

                                                      
10 All rents are headline rents and are end-year nominal for new prime space. City rents refer to grade A (top quartile) rents, 
which will be representative of a select group of core City buildings. It does not take account of prestige floors or tower 
buildings, which can achieve premium rents and have historically been 10% to 15% higher than the top quartile grouping. Mid 
Town rents refer to High Holborn (not Covent Garden, the rents of which are now generally higher, reflecting the location’s 
West End orientation and occupier base). West End rents refer to grade A (top quartile) rents, which will be representative of a 
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Figure 4: Central London Rental Growth Forecast, 2006-2012 

 

 

 

 

 

 

 

 

 

 

 

 The West End 

 

2.13 The West End market is located entirely within the London Borough of Westminster and is 

defined by six distinct sub-markets located within the postal areas SW1 and W1. While the 

size and diversity of the West End has made it important both in the UK and Europe, it is also 

strongly linked to the national economy.  Although there is a broad variety in the tenant base 

within the West End, there is a high degree of polarisation of particular uses in particular 

locations. This has resulted in the area being comprised of a number of quite distinct sub-

markets, namely Mayfair & St James‟s, Soho, Victoria, Knightsbridge and North of Oxford 

Street An additional market, Covent Garden, broadly congruent with the WC2 postal district 

adjacent to the West End, also shares many of the property and occupational characteristics 

of the latter, while also being largely within Westminster.  

 

2.14 The West End continues to benefit from a high level of demand from specialist financial 

groups such as hedge funds and private equity. It is important to note, however, that rental 

levels in excess of £1,076 per sq m (£100 per sq ft) rely almost entirely on the continued 

strength of these occupiers, DTZ Research anticipates far more subdued rental growth in 

2008 as financial and business services experience a period of consolidation in the wake of 

the credit crunch.  

 

2.15 It is pertinent to note here that ever since the late 1980s, West End prime rental growth has 

outstripped that of the City. As can be seen from Figure 1, City rents were once dominant, but 

since the late 1980s, the gap between the respective levels of rental growth has widened. A 

sustained increase in demand combined with relatively constricted supply has forced up rents 

in the West End and it is these reasons, together with the inherent difficulty to develop in the 

area, which has underpinned the forecasted continuation of the widening of the gap in 

anticipated rental growth.   

 

2.16 This difference in rental levels is significant for another reason; while rents in the City have a 

slight falling trend in real terms (i.e. after adjusting for inflation), in the West End they are 

rising, albeit at about 0.5% per annum.  There is no evidence of an occupier adjustment to this 

disparity: firms tend to move to the periphery of their original core location, not from the West 

End (current top rent £1,184 per sq m/£110 per sq ft) to the City (current top rent £667 per sq 

m/£62 per sq ft), if forced to move by rental costs.  

 

                                                                                                                                                        
select group of core West End properties with floor plates of a minimum 454 sq m (5,000 sq.ft). air-conditioned, with raised 
floor either newly built or refurbished within the last 5 years.  

 

£/sq.ft. £/sq.m. Growth £/sq.ft. £/sq.m. Growth £/sq.ft. £/sq.m. Growth

2006 55.00 592.01 14.6% 45.00 484.38 12.5% 90.00 968.75 33.3%

2007 65.00 699.65 18.2% 55.00 592.01 22.2% 112.50 1210.94 25.0%

2008 65.00 699.65 0.0% 57.50 618.92 4.5% 115.00 1237.85 2.2%

2009 63.00 678.13 -3.1% 57.50 618.92 0.0% 120.00 1291.67 4.3%

2010 65.00 699.65 3.2% 60.00 645.83 4.3% 129.50 1393.93 7.9%

2011 66.50 715.80 2.3% 61.50 661.98 2.5% 131.50 1415.45 1.5%

2012 68.50 737.33 3.0% 63.00 678.13 2.4% 132.50 1426.22 0.8%

City Rent Mid Town Rent West End Rent
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Figure 5: Central London Prime Offices Rental Growth, 1985-2012 

 

 

 

 

 

 

 

 

 

 

 

 

 

Note: All rents are headline rents and end-year for new prime space. 

 

2.17 The rising rents are a consequence of take-up absorbing the existing supply, and as can be 

seen from Figures 6 below, the West End recorded its fourth consecutive year of falling 

availability in 2007. The amount of space on the market at year-end was approximately 2.5 

million sq ft, representing less than 3.5% of total West End stock. DTZ Research forecasts 

that despite lower take-up this year, levels of available new space will continue to fall due to 

the shortage of new supply. Conversely, we expect the availability of second hand space to 

increase as some traditional occupiers leave the area in search of more affordable rents. 

Availability is forecast to fall again in 2010, reflecting a combination of recovering demand and 

the severe shortage of speculative schemes due for completion in that year. 

 

Figure 6: West End Availability 1993-2012 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Note: Availability represents office space ready to occupy immediately or within the following six months. West End is 

defined as the postcode districts W1 and SW1. 

 

2.18 The shortage of supply in the West End (and by extension in Westminster) can be illustrated 

by comparing the development pipeline of the City and the West End.  In net floorspace 

terms, the City redeveloped 2.2 million sq m (23.2 million sq ft) between 1997 and 2007, 39% 

(850,000 sq m/9.2 million sq ft) of this additional stock.  By contrast the West End added 1.1 

million sq m (12 million sq ft), an addition to stock of just 12% (0.13 million sq m/1.4 million sq 

ft). While the West End is a significantly smaller market (about two-thirds in size), the level of 
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development is still comparatively small, reflecting the ability of the City market to add 

floorspace not only relatively but absolutely.  Looking forward, this is not likely to change: the 

development pipeline (under constructions, permissions and applications) for the City total 

18.3 million sq ft, and provide a 110% increase in stock, while in the West End the equivalent 

figures are 2.3 million sq ft, and 26% respectively.   

 

2.19 This is a confirmation of what is well known: that the planning constraints on development in 

the West End/Westminster, stemming from heritage and townscape considerations place 

limits on the extent to which the city‟s office stock can be renewed.  An example is the relative 

frequency of new or new-behind-facade schemes in the City (67% by floorspace, 49% by 

number) verses the West End (43% by floorspace, 35% by number). This illustrates the 

constraint which the West End office market, and by extension Westminster‟s, suffers from, in 

renewing its office stock.  The result is that the office stock in the City is more modern and is 

of higher specification than that in the West End.   

 

2.20 At the same time the availability indicator is sending a strong market signal that demand, 

relative to supply, is as strong, if not a little stronger than in the City.  The range of availability 

in the City has varied between 2.3% and 18.6% over the last 20 years, and averaged 6.5%.  

The equivalent figures for the West End are 2% and 14.1%, with an average of 5.2%.  

Availability in the West End is expected to remain low (averaging 2.5 million sq ft, or around 

4.3%) for the foreseeable future.       

 

Figure 7: West End Office Availability and Take-Up, Million Sq M 

 

                   
 

2.21 The West End has a considerably smaller development pipeline, much of which has been pre-

let during construction. Even in the West End development activity has responded to the 

continuing effects of the credit crunch, and the amount of speculative space scheduled to 

complete in 2010 has now fallen to just over 55,700 sq m (600,000 sq ft).  However, the West 

End‟s leasing activity levels continue, and although there are fewer large deals from the 

private equity sector being completed, smaller companies are proving livelier and are 

maintaining the levels. It is thought that as the crisis seen in the banking sector has not as yet 

spread to the wider economy, the diverse occupier and economic markets in the West End 

could provide some resilience to any serious affects of the credit crunch. 
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Conclusions 

 

2.22 The Central London office market is entering a downturn. This is representative of the familiar 

pattern of cyclical behaviour of the main property variables, including, most fundamentally, 

rental levels and capital values over the last 40 or so years.  Driven primarily by the business 

cycle (i.e. occupier demand) this has meant that investment in stock (i.e. development) has 

also had a pronounced cyclical variation as well.   Compared to the other major Central 

London office market, the City, the West End has higher values (rents and yields) and lower 

levels of availability.  The development process is constrained, which results in a stock which 

both grows more slowly than in the City, and produces a smaller proportion of new office 

space.  This means that the space produced is of a lower quality, given the constraints 

refurbishment places on specification verses new build (including new behind facade 

developments). But this takes place against a background of strong demand, prompted by the 

growth of an internationally traded services business (both business and financial services). 

 

2.23 However, these features produce a stock which generates higher rents.  This results in higher 

capital values, both as a result of higher rental levels, but also the lower yield pattern that 

pertains in the West End.  These high and growing values (on the upturn side of the property 

cycle) attracts investment, and planning constraints apart, would be expected to produce 

redevelopment to upgrade the quality of premises and expand the stock.  This is not 

happening, so in the face of high demand rents are significantly higher than they are in the 

City.           

 

The importance of these features for the small office market is two-fold: 

 

 The relatively low level of regeneration of stock means that small office occupiers who are 

sensitive to price (the majority) have a greater choice of stock, since it is being renewed at 

a slower rate than in the City. 

 

 However, this is outweighed by the higher rents which have to be paid, and which are 

growing at a faster rate than on the West End fringes, or in other major markets in Central 

London.   
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3       THE SIZE AND CHARACTERISITICS OF THE SMALL OFFICE MARKET IN 

WESTMINSTER 

 

Introduction 

 

3.01 Sections 3-8 below provide the results of the study into the small office market in 

Westminster. The Appendices expand on the results of these stages of analysis with more in 

depth analyses, through, inter alia, the inclusion of detailed maps by occupier industry 

breakdown together with the inclusion of Westminster Council‟s own historical small office 

loss/gain maps. Information has been drawn from a range of sources including a literature 

review (see the Bibliography in the Appendices), consultations with certain interested 

stakeholders and the compilation of a master database of small offices.  

 

Methodology, Limitations and Caveats   

 

3.02 A „small office‟ is in truth a „small office occupier‟.  This is because small offices are generally 

(see below) the results of sub-division of larger office buildings, resulting in a number of 

occupiers of a multiple of floors, or a single floor, or even a sub-divided floor. Thus there are 

„small offices‟ (i.e. below a certain threshold of size, in this case 250 sq m/2,690 sq ft), there 

are „small office buildings‟ (buildings containing one office with a similar size threshold), and 

large office buildings containing one or more „small offices‟.  One of the primary tasks of the 

project has been to collect data on all three sets of data and distinguish between them.      

 

3.03 In order to accurately assess and provide as much data as possible on the total number of 

small offices in Westminster, a desk-based review of all available sources of property data 

was undertaken and a „small office‟ master database created. This database is provided in 

electronic form with this study and includes all the small office permutations mentioned above. 

When compiling the small offices database, the data has been collated in such a way that the 

identified small offices, whether occupied or available, or entire buildings which are either in 

themselves small offices, or multi-tenanted buildings which contain tenants above or below 

the threshold. 

 

3.04 The only buildings which determinately contain „small offices‟ in the occupier sense are those 

below 250 sq m (2,690 sq ft), or in buildings which are only suitable for a form of multi-

occupation which ensures that tenants remain restricted to occupying less than the threshold, 

In other buildings tenant size will vary over time with their occupants.  And occupiers of a 

relatively small size tend to be on short leases and likely to move more often on average.  

Thus the list of buildings which contain small offices that we have captured in this particular 

instance is not stable.  Its constituent buildings will change over time. 

 

3.05 Given the changing nature of the small office market and the lack of definitive sources of 

information, the assessment of the total number of small offices in Westminster has been 

principally undertaken through cross matching data from property sources such as Estates 

Gazette and Focus, and supplementing the results with statistical information from the 

Valuation Office Agency and the Planning and City Development department of Westminster 

Council. Such cross matching has improved the accuracy of the results and included into the 

analysis those offices which are either not occupied (or not listed as being available) or are of 

such a small size that the main data sources do not monitor them. The master database also 

included details of those buildings where although the combined floorspace is more than 250 

sq m (2,650 sq ft), the entire building is categorised as being multi-tenanted, and therefore is 

likely to contain small offices. Given the number of multi-tenanted buildings between 250-1000 
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sq m (2,690-10,760 sq ft) and the potential number of small offices housed within these 

buildings, it is important that this category of small office be included. Larger companies are 

the predominant occupiers of buildings over 1000 sq m (10,760 sq ft) in size either as a single 

occupier, or as an occupier of offices larger than 250 sq m (2,690 sq ft).   

 

3.06 Information regarding both small office buildings which in themselves are entire buildings and 

offices under 93 sq m (1,000 sq ft) in size is not as readily available as other types of small 

offices. The sources utilised in this study do not track the occupiers of these small buildings 

and do not provide details of the occupiers of small office buildings. In order to assess as 

accurately as possible the number of small offices, these „entire building‟ entries have been 

included as one office, whereas in reality the building could be subdivided into small offices. 

 

3.07 Each source utilised in the compilation of the master database has its geographical and 

informational limitations. EGi, for example, while providing detailed information on the small 

offices, the buildings housing the small offices and the respective occupiers, geographically, it 

does not cover north west Westminster in the same amount of detail as it does the CAZ. 

Conversely, data obtained from the VOA geographically covers all of Westminster, but does 

not provide as much detail on the offices, buildings or occupiers, and, although deemed up to 

date as of 31 January 2008, actually relies heavily on 2005 valuation data. In keeping with the 

Project Brief to especially focus and provide as much detail as possible on markets within the 

CAZ, records have been comprehensively cross matched when compiling the master 

database in order to provide as much information as possible on small offices within the CAZ. 

 

3.08 The layout of this study is such that that the extended analyses, which include the results of 

the more technical observations, are incorporated into the appendices and the central findings 

are incorporated in the study‟s main body. 

 

Results of Small Office Analysis   

 

3.09 An analysis of the compiled master database in Westminster shows there to be 6,976 office 

occupiers under 250 sq m (2,690 sq ft) in Westminster, with a total combined floorspace of 

982,000 sq m (10.6 million sq ft). Thus of all the office stock in Westminster, estimated at 

approximately 5.2 million sq m in net terms, small office stock is equal to 18.9% of the total. 

The average size is 141 sq m (1,520 sq ft) per small office.  

 

3.10 One of the smallest offices identified was a 5 sq m (54 sq ft) office in the basement of 19-21 

Great Portland Street and the smallest office for which occupier information is available is a 

29 sq m (312 sq ft) office on the first floor of 8 Wimpole Street, occupied by property adviser 

Braham Gold. At the other end of the spectrum, 32 offices were identified as being 250 sq m 

(2,690 sq ft) in size, with 16 of the entries between 240-250 sq m (2,680-2,690 sq ft) in size 

being identified as being entire buildings.   

 

3.11 The overwhelming majority of the identified small office occupiers occupy sub-divided units of 

larger buildings, rather than discrete small offices. Of the 6,976 offices identified, 6,544 (94%) 

comprise part of a larger building, occupying a total of 891,000 sq m (9.6 million sq ft). The 

balance, 432, are offices which occupy entire buildings, with a total floorspace size of 91,000 

sq m (980,000 sq ft) – 9.3% of all small office floorspace in Westminster. This multi-

occupation means that even though 6,976 small offices have been identified, the number of 

actual buildings identified as housing these small offices totals 2,036.  
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3.12 Dealing first with the size of office occupied by small office occupiers, if this is examined in 

terms of the size of office they occupy (see below) we find that the most common size of office 

is in the 151-200 sq m (1,625-2,150 sq ft) range, followed by 101-150 sq m (1,087-1,615 sq 

ft), although over 1600 small offices between 51-100 sq m (550-1,080 sq ft) were also 

identified. Offices between 0-50 sq m (550-1,080 sq ft)  in size are identified as being the least 

numerous size for small offices, but here the data, as observed above, is limited and certainly 

underestimates the number of the smallest office occupiers.  

 

Figure 8: Size of Small Offices 

 
 

3.13 In terms of the type of building housing small offices, there is no one type of building more 

suited to it than others. As described later in the study, there is a large concentration of small 

offices in Mayfair, St James‟s, Soho and Fitzrovia. By and large, these are markets defined by 

small period office buildings and it is these types of buildings which predominantly house the 

small offices. The age and size of the buildings are looked at in more depth in Appendix 1. 

 

3.14 The assessment of the buildings which house small offices has highlighted this stock to be 

largely pre-war in age and predominantly of „poor quality‟. Although classified as being of 

„poor quality‟, it is often the case that these buildings are attractive to occupiers and positively 

add to the character of the area. Quite often, these „poor quality‟ buildings are well maintained 

but just lack modern office specifications. The number of new or redeveloped buildings 

housing small offices is minimal, with only 800 of the identified small offices, or just over 

119,000 sq m (1.3 million sq ft) in small office floorspace either recently constructed or 

refurbished. This comprised an 11.5% share of the total small office stock. 

 

3.15 The majority of the small office occupiers are located in buildings above 1000 sq m (10,764 sq 

ft) in size. As can be seen below, the majority of, and nearly a plurality of, small offices are 

found in buildings of this size.  
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Figure 9: Size of Buildings Housing Small Offices 

 
 

3.16 When this is looked at in more depth and the spread of small office size and building size is 

analysed, the correlation between building size and small office size becomes more 

pronounced. In general, the larger the building, the larger the small office, and vice versa. It 

appeals to common sense that the smaller the building, the smaller the small office 

categories, however, it is interesting to note that the size of small offices in buildings in the 

size category 501-1000 sq m do not really change. Across the spectrum of small office size 

categories, the percentage of number of buildings in the size bracket 501-1000 does not go 

far above or below 25%. 

 

  Figure 10: Breakdown of Size of Buildings Housing Small Offices. 

 
 

 

3.17 When the size of buildings housing small offices are broken down by geographical area, as 

below, what is most striking is that there are few small office buildings (between 0-250) in 

Covent Garden and Mayfair. Given the fact that Mayfair and St James‟s has an abundance of 

period small office buildings, the amount buildings in the smaller size categories is low when 

compared to Victoria and Soho. This is even more pronounced in Covent Garden, where 

there are very few buildings housing small offices between 0-500 sq m in size. 
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  Figure 11: Geographical Spread of Small Office Building Size 

 
 

 

3.18 Of all the identified small offices, 1594 (23% of the total number of small offices) have been 

found to be being housed within a listed building). 59 of which are categorised as Grade I, 

1,415 are categorised as Grade II and 112 are categorised as Grade II*. In terms of the 

number of buildings housing small offices, 495, or 25% of the total number of buildings 

housing small offices, were identified as being listed. By floorspace, these listed buildings 

house small offices to a total 217,600 sq m (2.34 million sq ft) - 22% of total small office 

floorspace.  

 

3.19 It has been estimated that 90% of the West End is situated within a conservation area. This is 

the highest concentration of conservation areas anywhere in the UK. Indeed, there are very 

few areas in Westminster not designated as conservation areas. It is areas within the North 

West of Westminster and certain parts of the South West which contain the least number of 

conservation areas. 

 

3.20 Of the 6976 small offices identified, 2,838 of them are located within a conservation area. This 

means (excluding from the analysis those small office entries (largely from the VOA) which did 

not contain information on the situation of the small office in a conservation area), that 53% of 

the small office stock is located in a conservation area.  

 

Conclusions 

 

3.21  In March 2008 there were 6,976 office occupiers under 250 sq m (2,690 sq ft) in Westminster, 

with a total combined floorspace of 982,000 sq m (10.6 million sq ft). Thus of all the office 

stock in Westminster, estimated at approximately 5.2 million sq m in net terms, the current 

occupied small office stock is equal to 18.9% of the total. The average size is 141 sq m (1,520 

sq ft) per small office. 

 

3.22 This is a significant amount of office floorspace and highlights the significance of this category 

of office demand, all the more so since office-based employment is the most important 

element of economic life in Westminster, both in terms of floorspace and employment, and 

therefore 19% of total office space represents a significant contribution to the overall 

Westminster economy. The majority of offices (67% or 663,000 sq m/7.1 million sq ft) are 
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concentrated in the CAZ. The size and importance of this market highlights the need for 

separate monitoring of this segment of the office market. 

 

3.23 The City Council believes that office growth will be most appropriately accommodated within 

the CAZ. It believes that it is within this area that office development will both benefit from and 

best contribute to the range of commercial and supporting activities which sustain the 

prosperity of Central London. The findings of this stage of the study do not materially affect 

these beliefs; the CAZ does and will continue to accommodate the most (small) office space. 

However, there are certain areas outside the CAZ which have the potential to add to the 

future supply of small offices in Westminster. The North West for example, whilst not 

particularly abundant in small offices, could become a viable incubator in the future. This is 

expanded further in section 8 below.   

 

3.24 In terms of the quality of the stock housing small offices, an assessment has been made using 

the age and specification of the building and the overwhelming majority have been identified 

as „poor second hand stock‟
11

. This comprises stock which is more than 10 years old and 

lacking modern office specification, such as air conditioning, raised floors, etc. This appeals to 

common sense; that on the whole small space is cheaper space, and thus likely to be in 

poorer condition than average. Furthermore, for those offices where information is available, 

at the time of leasing, the over whelming majority of the stock was also deemed poor second 

hand stock. Only 5.7% of small office stock is leased as new, 24% is good second hand stock 

and the majority 70% is poor second hand. 

 

3.25 Very few small offices are either new or refurbished stock, whether this is looked at by the 

inherent quality of the stock or the quality of the stock at the time of letting. Out of all identified 

small offices, 851 (12% by floorspace) are classified as being located within new or 

refurbished buildings under 10 years old. By comparison, of all office floorspace in 

Westminster, 22% is classified as good or newly built/refurbished. 

 

3.26 As described above, the majority of small offices are sub-divided spaces in larger buildings. 

Very few small offices are separate buildings in their own right (432 small offices are classified 

as being „entire buildings‟,  totalling 91,000 sq m/ 980,000 sq ft– 6% and 9% of the respective 

overall totals). Larger buildings housing small offices are therefore considered more important 

to the protection of the future supply of small offices than smaller buildings. This is tempered 

by discussions of character and function discussed later in this study however the findings of 

this study overwhelmingly indicate that the existing stock of  small offices are housed in larger 

buildings. 

 

 

 

 

 

                                                      
11 For the purposes of this study, the stock definitions are as follows: 

‘New’ Space - space newly built or refurbished and not previously occupied. 

‘Good Quality’ Secondhand Space - space built or refurbished within the last ten years, previously occupied and/or air 

conditioned. 

‘Poor Quality’ Secondhand Space - space built 10 or more years ago, previously occupied and/or with central heating or in poor 

decorative order. 
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4 THE MAIN WESTMINSTER OFFICE SUB-MARKETS  

 

Background 

 

4.1. 01 The City of Westminster has over 11,000 listed buildings and structures, 55 conservation 

areas, a World Heritage site, 5 Royal Parks, 21 historic squares and gardens and an iconic 

section of the River Thames frontage. Over half a million people and nearly 50,000 

businesses in the City make a vital contribution (£16 billion) to national GDP. Westminster is 

an important national and international business centre and contains the UK‟s largest 

employment centre. It is situated at the heart of the capital and its diverse character, 

environmental quality and historical and cultural background contribute towards making it a 

prestigious office location. 

 

4.1.02 The geographical remit of Westminster utilised in this study is the City Council‟s own 

boundary definition and is highlighted below. This includes the DTZ-defined office markets of 

Covent Garden, Knightsbridge, Mayfair, North of Oxford Street, Soho, St James‟s and 

Victoria. The fit is not exact (see Figure 10), as it excludes some areas of Westminster with 

little office presence (NW1 and North West Westminster) and the part of WC2 which lies east 

of Kingsway (i.e. Lincoln‟s Inn Fields).  

 

Figure 10: DTZ Main Central London Sub-Market Boundaries 

 
 

 

4.1.03 The Council is also particularly interested in its „Central Activities Zone‟ (CAZ), which contains 

a great variety of buildings and mix of uses, which contribute to the diversity of character and 

function within Central Westminster. It is also home to long-established residential 
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communities. The City Council‟s Annual Monitoring Report 2006-7 estimates that 96% of all 

office development for the period was in the CAZ and its frontages and the Paddington 

Special Policy Area. In terms of DTZ office markets the CAZ is covered by Covent Garden, 

Knightsbridge, St James‟s, Mayfair, north of Oxford Street, Marylebone, Soho and Victoria.    

 

Figure 11: City of Westminster Boundary 

 

Figure 12: Map of UDP Central Activities 

Zone (CAZ) Boundary 

  
 

4.1.04 In order to provide some background information on the main office markets in Westminster, 

as well as the results of the small office analysis, the general characteristics of each of the 

main sub-markets are also looked at. The inclusion of these general office market 

characterisations put the results of the small office analysis into a wider context and provide a 

benchmark which to compare against.  

 

4.1.05 In the following sub-sections we look at small offices in the core area of the City. For 

Westminster the main area for business, and therefore commercial property, is the Central 

London Central Activities Zone, or CAZ. The study brief asks us to look more closely at the 

pattern of small offices in this area. The CAZ in Westminster broadly covers the postcodes of 

SW1, WC2, and the southern part of W1. Within this the core office market, where activity and 

values are most important, are the localities of Mayfair and St James‟s. This will be the focus 

of the section, although other important sub-markets within the CAZ will also be analysed.  

 

Mayfair and St James’s Office Markets 

 

4.2.01 A recent occupier survey of the office trends in Mayfair and St James undertaken by Drivers 

Jonas
12

 highlighted the extent of occupiers‟ appetites for offices in the area. Despite concerns 

over congestion and the strained public transport system, Mayfair and St James provides 

good access to clients and an extremely prestigious address. Issues such as the industry 

perceptions of office locations as well as lifestyle issues for key employees will continue to 

support enthusiasm for these markets. As can be seen from Figures 13 and 14 below Mayfair 

Q4 2007 results have shown continued low availability rates and slightly improved take-up 

figures. 

 

 

                                                      
12 Drivers Jonas. Office Trends. Mayfair & St James’s Occupier Survey 2007. August 2007. 
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Figure 13: Mayfair Total Availability 
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Figure 14: Mayfair Total Take-Up 
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4.2.02 With rents increasing 110% over the last ten years and prime West End rents currently 

standing at £1,180 per sq m, Mayfair is the most expensive location in the world. This, 

however, has not deterred office occupiers, with continued competition for the best space 

pushing some deals up to £1,507 per sq m. Although the love affair with these markets 

continues, rents in these prime areas have priced some out of the market and many public 

companies have been unable to justify maintaining large offices there.  

 

4.2.03 The main business sectors represented in Mayfair are generally financial services and 

property consultants. Mayfair and St James‟ have traditionally been home to the corporate 

sector, attracting the headquarters of multi-national corporations. Recently it has also proved 

popular with specialist financials such as hedge fund and private equity firms. Indeed, start-up 

hedge funds have single-handedly driven up rents for units of less than 185 sq m (2,000 sq ft) 

in Mayfair and St James‟s over the last two years. Having said this, the recent shift in new 

requirements for office space from hedge funds away from start-ups and towards second-

generation firms suggests a maturing of the market, which will result in more lettings by hedge 

funds of units above 185 sq m (2,000 sq ft). Figure 15 below demonstrates how the sources of 

demand for offices in Mayfair have changed over the years, most strikingly of which is the fact 

that over 50% of demand is from the finance industry. 
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Figure 15: Mayfair Sources of Office Demand 1985-Q1 2008 

Mayfair Sources of Demand 1985 – 2004     

          

Mayfair Sources of Demand 2005 – Q1 

2008    
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4.2.04 It is obvious from the above that increasing demand from small specialised financial 

companies is a major driver of the local and the wider market, and that the availability of good 

quality small offices is essential for this trend to continue. 

 

4.2.05 Overall availability and take-up figures for the St James‟s office market is broadly in line with 

Mayfair, with low availability and fairly high take-up for last year. However, the quality of 

available stock in these two markets does differ somewhat. In St James, there is 

proportionately more newly built or refurbished available office space. As at the end of Q4 

2007, Mayfair‟s quality availability ratios heavily leaned toward good second hand stock, 

whereas St James had a greater proportion of newly built or refurbished available stock. 

 

Figure 16: St James’s All Office Quality Availability 
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4.2.06 The sources of overall office demand for St James‟s also differs from Mayfair in that fewer 

companies within the financial sector occupy offices and more companies are categorised as 

operating within „other‟ sectors. Figure 17 below highlights the changes in the sources of 

demand in St James since 1985.   
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Figure 17: St James’s Sources of Office Demand 1985- Q1 2008 

St James Sources of Demand 1985 – 2004 St James Sources of Demand 2005- Q1 

2008 
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4.2.07 Results of the small office analysis has shown there to be 2,331 small offices in Mayfair and 

391 small offices in St James‟s. Both markets‟ stock is overwhelmingly of „poor quality‟ by our 

definition, with only 10% being good or new stock. When the geographical spread of small 

offices in Westminster is analysed, one witnesses the heavy concentration of offices in the 

Mayfair and North of Oxford Street markets. 

 

4.2.08 An important character of buildings in Mayfair and St James‟s is the number of listed 

buildings, and these are especially important for small office capacity as they are constrained 

from redevelopment for the most part.  Looking at the number of listed buildings housing small 

offices by the main sub-markets, as expected with a city like Westminster, a number of the 

buildings are categorised as being listed. The Mayfair market has the most listed buildings 

with 160 of the 495 buildings, and with 130, the North of Oxford Street market has the second 

most. In all, the main markets listed below contain 451 of the 495 listed buildings, with the 

remaining number situated in other areas of Westminster such as the North West. 

 

Figure 18: Number of Listed Buildings Housing Small Offices in Central London Main Markets 
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4.2.09 An analysis of the geographic spread of small offices in the main Central London markets 

highlights the Mayfair market as housing the most small offices, both by number and by 

floorspace.  The North of Oxford Street market shows the second largest number of small 

offices with 946 offices and 122,300 sq m of small office floorspace. See Figure 19 below for a 

complete picture of small office locations. 

 

       Figure 19: Main Central London Sub-Markets - Small Office Locations 

 
 

4.2.10 The above assessment has shown that there are differences, albeit subtle ones, between the 

Mayfair/St James and broader Westminster small office market. When compared to 

Westminster as a whole, the sizes of small offices identified in Mayfair and St James‟s are 

smaller, whilst the buildings housing these offices are bigger. There is a large contingent of 

small offices between the 51-150 sq m (550-1,615 sq ft) category in Mayfair and St James. 

This could in part be down to the inherent small office stock in these markets being more 

suitable to smaller space and could also be down to the type of industries demanding small 

office space.  

 

4.2.11 On the face of it, take-up and availability rates are comparable between all markets, although 

the levels in Mayfair and St James are slightly higher than Westminster as a whole, 

registering 17% available small office floorspace when taken as a percentage of all office 

availability as opposed to 11% in Westminster.  This is in part due to the nature of the stock in 

Mayfair and St James; it being largely period office buildings, but it could also be in part due to 

the prohibitively high rents. 

 

4.2.12 In policy terms, the decline in availability and take-up levels across the board do indicate a 

weakening supply and demand of small office space and perhaps a market failure in the 

supply of small offices. This in turn suggests a requirement of a tighter policy framework. 

However, there are so many factors which impact on the supply of small offices, for example, 

the increased provision of serviced office space, the attrition rates of businesses, the 

migration of business sectors and the increasing prosperity and attractiveness of alternative 

markets that such obvious signposts of a weakening supply ought to be viewed with caution.  
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Victoria Office Market 

 

4.3.01 The Victoria office market is defined by St James‟s Park and Buckingham Palace to the north, 

Ebury Street and Chelsea Bridge Road to the west and the River Thames to the east and 

south. It makes up part of the West End market which, as a whole, broadly consists of a 

series of quite distinct sub-markets – namely Mayfair, St James‟s, Soho, Victoria, 

Knightsbridge and the north of Oxford Street.  

 

4.3.02 The cornerstone of the Victoria office market has always been Central Government, although 

it has developed as an alternative to higher priced sub-markets for a wide range of occupiers. 

The availability of large floorplates finished to a high specification has attracted other occupier 

types such as fashion houses and technology firms. The area has attracted an influx of 

financial and property companies unable to find space in Mayfair and St James‟ and as such 

the sources of demand have changed significantly over the course of the last 20 years. 

 

Figure 20: Victoria Sources of Office Demand 1985-2008 

Victoria Sources of Office Demand 1985-2004 Victoria Sources of Office  Demand 2005– 

Q1 2008 
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4.3.03 Availability figures fell sharply in Victoria when compared to the preceding two years, as did 

the amount of newly built or refurbished stock. As the following figure denotes, available newly 

built or refurbished stock fell off sharply in 2007, with the majority of the stock available at the 

end of 2007 deemed poor second hand.  
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Figure 21: Victoria All Office Quality Availability 
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4.3.04 The results of the small office analysis has shown there to be 539 small offices (90,549 sq 

m/975,000 sq ft of floorspace) in Victoria housed within 228 buildings. The small office 

building stock is overwhelmingly of „poor quality‟, with only 8% being good or new stock. An 

assessment of the listing of stock in Victoria shows there to be 217 small offices housed within 

40 listed buildings – with the result that 24% of Victoria small office building stock is 

categorised as being listed. 

 

 

Soho Office Market 

 

4.3.05 Although long associated with the media industry, as can be seen from the figures below, the 

Soho office market has shifted in the last few years from being largely media-driven, to a 

combination of media, legal and „other professional‟ demand for office space. 

 

Figure 22: Soho Sources of Office Demand 1985-Q1 2008 

Soho Sources of Demand 1985 – 2004  Soho Sources of Demand 2005 – Q1 2008 
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4.3.06 The quality of the stock in Soho, as depicted in the Figure 23 below is largely of poor second 

hand quality. The availability of newly built or refurbished stock in Soho is very low when 

compared to, say, St James‟s, and the majority of available office stock is deemed poor 
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second hand. Reference should be made here to the Creative Industries Final Report of 

October 2007, which concluded that this kind of space, i.e poor second hand space, is what 

creative industries demand. This kind of stock adds to the character of the area and as the 

Report highlighted, the quirky character of the buildings is often something that staff of 

creative industries‟ businesses like. 

 

Figure 23: Soho all Office Quality of Availability 
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4.3.07 The results of the small office analysis show there to be 790 small offices (95,600 sq 

m/1,030,000 sq ft of floorspace) in Soho housed within 342 buildings. The small office building 

stock is overwhelmingly of „poor quality‟, with only 7% being good or new stock. An 

assessment of the listing of stock in Victoria shows there to be 185 small offices housed within 

40 listed buildings – with the result that 27% of Soho small office building stock is categorised 

as being listed. 

 

North of Oxford Street Office Market 

 

4.4.01 When compared to the start of 2007, the North of Oxford Street market witnessed increased 

availability levels in the second half of 2007. Take-up figures for 2007 almost matched those 

of 2006. As to the quality of available stock in the north of Oxford Street market, as at the end 

of 2007 the dip in available poor and good second hand stock in mid-2007 was reversed and 

poor second hand stock dominated availability. The amount of available newly built or 

refurbished stock steadily declined throughout 2007, which has as much to do with the nature 

of the stock in this market as it does the prevailing market conditions. 
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Figure 24: North of Oxford Street Quality Availability 
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4.4.02 The overall sources of office demand have shifted since 2004 from a largely media and 

corporate demand base to a largely „other professional‟ demand base. The number of 

occupiers in the financial sector has increased exponentially and the number of media sector 

occupiers demanding space in this market has almost halved. 

 

Figure 25: North of Oxford Street Sources of Office Demand 1985-Q1 2008 

Sources of Demand 1985 – 2004  Sources of Demand 2005 – Q1 2008 
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4.4.03 The results of the small office analysis has shown there to be 946 small offices (122,300 sq 

m/1.3 million sq ft of floorspace) in the north of Oxford Street market housed within 400 

buildings. The small office building stock is overwhelmingly of „poor quality‟, with only 4% 

being good or new stock. An assessment of the listing of stock in the north of Oxford Street 

market shows there to be 318 small offices housed within 130 listed buildings – with the result 

that 32% of the north of Oxford Street market small office building stock is categorised as 

being listed. 

 

Covent Garden Office Market 

 

4.4.04 Following a dip in availability figures in the middle of 2007, figures steadily rose throughout 

the year to levels just below the start. Take-up figures for 2007 as a whole totalled just under 

65,000 sq m, a minor increase on 2006. The quality of available stock in Covent Garden is 

largely newly built or refurbished or good second hand stock. The amount of available poor 

second hand stock, stock which theoretically would lend itself to small office accommodation 

is low, although figures at year end 2007 indicated that this was increasing. 

 

Figure 26: Covent Garden Quality Availability 
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4.4.05 The eclectic mix of sectors for which office demand is derived in Covent Garden has not 

changed drastically since 1985. There is still a fairly even spread of demand from sectors 

such as the legal, government, media and IT, although the proportions have changed. The 

area now sees an increased demand from corporate and finance occupiers and less demand 

from the media industry. 
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Figure 27: Covent Garden Sources of Office Demand 1985-Q1 2008 

Sources of Demand 1985 – 2004                        Sources of Demand 2005 – Q1 2008 
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4.4.06 The results of the small office analysis has shown there to be 470 small offices (60,700 sq 

m/653,000 sq ft of floorspace) in the Covent Garden market housed within 185 buildings. The 

small office building stock is overwhelmingly of „poor quality‟, with only 7% being good or new 

stock. An assessment of the listing of stock in the Covent Garden market shows there to be 

93 small offices housed within 33 listed buildings – with the result that 18% of the Covent 

Garden market small office building stock is categorised as being listed. 

 

Conclusions 

 

4.5.01 As the Westminster sub-market sources of demand show, demand from small specialised 

financial companies is a major driver of the market and availability of good quality small 

offices is essential for this trend to continue. This is especially so in the Mayfair and St 

James‟s markets where financial companies dominate demand for office space. 

 

4.5.02 Overall availability and take-up figures for the St James‟s office market is broadly in line with 

Mayfair, with low availability and fairly high take-up for last year. However, the quality of 

available stock in these two markets does differ somewhat. In St James, there is more newly 

built or refurbished available office space. As at the end of Q4 2007, Mayfair‟s quality 

availability ratios heavily leaned toward good second hand stock, whereas St James had 

much more newly built or refurbished available stock. 

 

4.5.03 The North of Oxford Street and Soho markets are home to the largest number of listed 

buildings housing small offices. The Mayfair market has the most listed buildings with 160 of 

the 785 buildings, with the North of Oxford Street market (130 of the 400 buildings) a close 

second. This will have an effect on the susceptibility to redevelopment of buildings housing 

small offices in these two markets.  

 

4.5.04 An analysis of the geographic spread of small offices in the main Central London markets 

highlights Mayfair as housing the most small offices both by number and by floorspace.  The 

North of Oxford Street market shows the second largest number of small offices with 946 

offices and 122,300 sq m/1.3 million sq ft of small office floorspace.  
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4.5.05 There are differences, albeit subtle ones, between the Mayfair/St James and the broader 

Westminster small office market. When compared to Westminster as a whole, the sizes of 

small offices identified in Mayfair and St James‟s are smaller, whilst the buildings housing 

these offices are bigger. There is a large contingent of small offices between the 51-150 sq m 

(550–1600 sq ft) category in Mayfair and St James. This could in part be down to the inherent 

small office stock in these markets being more suitable to smaller space and could also be 

down to the type of industries demanding small office space.  

 

4.5.06 An assessment of the size of buildings which house small offices in Mayfair and St James‟s 

shows there to be a number of buildings above the 1000 sq m (10,700 sq ft) threshold. This is 

compared to the majority of small offices being housed in buildings between 0-250 sq m (0-

2700 sq ft) for Westminster as a whole. This suggests that there are a lot more small offices 

(between 51-150 sq m/550–1600 sq ft in size) housed in larger buildings in Mayfair and St 

James‟s than Westminster as a whole. 

 

4.5.07 On the face of it, take-up and availability rates are comparable between all markets, although 

the levels in Mayfair and St James are slightly higher than Westminster as a whole, 

registering 17% available small office floorspace when taken as a percentage of all office 

availability as opposed to 11% in Westminster.  This is in part due to the nature of the stock in 

Mayfair and St James; it being largely period office buildings, but it could also be in part due 

to the prohibitively high rents. 

 

4.5.08 The decline in availability and take-up levels across the board highlights the weakening 

supply and demand of small office space and perhaps some degree of market failure in the 

supply of small offices. This in turn suggests a requirement of a tighter policy framework. 

However, there are many factors which impact on the supply of small offices, for example, the 

increased provision of serviced office space, the attrition rates of businesses, the migration of 

business sectors and the increasing prosperity and attractiveness of alternative markets. So 

numerous are the factors that such obvious signposts of a weakening supply ought to be 

viewed with caution. The supply of small offices is discussed in more detail in section 6. 
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5 THE CHARACTER OF SMALL OFFICE OCCUPIERS AND MAIN BUSINESS CLUSTERS 

 

Main Occupier Sectors 

 

5.01 Having assessed the size and characteristics of the small office market, this stage of the study 

looks at  the nature of the occupiers themselves. It identifies geographical clusters of occupiers 

by sector and draws conclusions from occupation characteristics by given business sectors. It 

also draws out themes on how these sectors individually affect the character and function of 

Westminster, the reasons behind any clustering and identifies pervasive characteristics of the 

occupiers. A more in-depth analysis is included in Appendix 2. 

 

5.02 First we look at the breakdown of small office occupiers in Westminster by industry sector, 

using the 45% of entries (covering 442,000 sq m) in the database for which occupier details 

are available (with the rest listed as available, multi-tenanted or unknown). The information on 

occupiers includes the name of the occupier itself, the specific nature of the occupiers‟ 

business and the broader sector in which the occupiers operate. The groupings of the industry 

sectors in which the known small office occupiers operate in have been included in Figure 28 

below.   

 

Figure 28: Small Office Sector Breakdown 

 
 

5.03 As can be seen, the media industry is the business sector occupying most small offices, 

followed closely by the financial, property and professional services sectors. By number of 

offices, these three sectors combined occupy almost four times as many as the rest, and an 

almost comparable amount of floorspace. The media business sector includes business types 

such as publishing, advertising, marketing and broadcasting. The reasons for companies in the 

media industry wanting to occupy small office space in Westminster are analysed along with 

other business sectors later in this stage of the analysis and Appendix 2 identifies the 

geographical clustering of these industries within Westminster. 

 

5.04 When the same analysis is undertaken assessing the small office occupiers by floorspace 

instead of number of offices, the results are broadly similar. Proportionately, the property 

sector and the professional sector occupy less small offices by floorspace than by number, 

indicating that these industries occupy small offices at the smaller end of the size spectrum,  
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 but, by and large, the analysis of both number of small offices and floorspace occupied 

produces comparable results. 

 

Figure 29: Small Office Occupiers – Sector Breakdown by Floorspace Small Office Sector Breakdown
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All Office Occupier Characteristics and Clusters 

 

5.05 Here we look at some of the reasons behind occupational geographical clustering and try and 

draw out some implications in terms of character, function and future trends. Full details of the 

locations of industry occupiers are provided in Appendix 2, however, below is an overview of 

the main findings.  

 

5.06 There is no recognised definition of a „cluster‟. Clusters generally have different characteristics, 

functions, geographical scales and life spans. They are regarded as geographical 

concentrations of interconnected companies, specialist suppliers, service providers, firms in 

related industries and associated institutions. Generally, industry sectors cluster around a 

given location (and the small office clusters in Westminster are no different) due to such issues 

as proximity to clients, local linkages with both customers and clients and their ability to 

transfer specialist knowledge at lower costs over very concentrated geographical scales. 

Although a consideration, it is generally the case that it is these reasons which take 

precedence in location decisions, rather than the quality or characteristics of the buildings 

themselves. 

 

5.07 In general office terms the West End is home to clusters in the banking, real estate, law, 

management consultancy, architecture/engineering, accountancy, advertising, recruitment and 

business support fields. Within this zone there are distinct geographical separations of services 

(for example, banks near Mayfair, advertising near Soho and real estate in the west towards 

Hyde Park).  

 

5.08 In general, proximity to customers, skilled labour and professional bodies figure highly among 

the benefits of a London location. Being close to customers is important for law firms. 

Insurance companies and real estate firms place greater significance on being near to market 

leading customers and, in the case of insurance, the physical exchange. All sectors note the 

importance of being able to recruit skilled individuals from the local labour pool, but this is 

particularly important for those companies in the banking sector. 
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5.09 Access to knowledge is gained from being located close to competitors and support services. 

Banks place significantly higher importance on knowledge transfer and the „financial 

atmosphere‟ in their locational preferences, whether located in the West End or City of London 

clusters. Of significance are the locational advantages of being able to gather knowledge from 

the inter-dependencies with other financial and support services. For banks, a tightly-bound 

geographical location is essential to sustain localised formal and informal networks and social 

interaction, which still remains an important vector for knowledge accumulation and transfer in 

the West End and City of London clusters. Perhaps unsurprisingly, in general it is the cost of 

premises is the most highly ranked disadvantage of a London location. 

 

Characteristics of Main Small Office Occupying Industries  

 

5.10 A recent report commissioned by Westminster
13

 highlighted that the West End, Soho, St 

James‟s and Mayfair have the highest concentration of creative businesses in the UK. 

Westminster is a global centre of excellence for a number of creative industries, including film, 

post-production, fashion, television and new media. Areas such as Soho are historically linked 

to the development of these industries in the UK. The sharp rise in property prices and rents in 

Westminster, largely due to demand from higher value sectors and uses, has meant that a 

number of media companies are struggling to compete in the Westminster property market. 

 

5.11 Financial companies provide the largest overall source of conventional office demand in the 

Central London market and are the second largest occupying sector of small offices in 

Westminster. As can be seen in Appendix 2, while financial companies can be found across 

Central London, there is a strong bias towards the West End, and particularly the Mayfair and 

St James‟s sub-markets. This is in part for historic reasons. Until recently, the main source of 

finance for both private equity and hedge funds was from private banks, and those are largely 

located in Mayfair and St James‟s. The largest hedge funds (over 2,790 sq m) as well as the 

private equity arms of investment banks are mostly found in the City.  

 

5.12 Start-up financial companies such as hedge funds tend to require less than 200 sq m (2,150 sq 

ft) of space, usually in a high quality building. As arriviste companies, having a Mayfair or St 

James‟s address can add stature to their letterhead, and often a visually impressive office is 

sought. Period façade buildings are preferred, and a good entrance lobby is typically cited as a 

requirement. Many start-ups have a perception that they will have very high power 

requirements – probably due to their managers having come from an investment bank – but 

quickly accept that they are not likely to get this in a smaller West End office.  

 

5.13 Lettings to financial companies, in particular private equity firms and hedge funds have 

resulted in a shortage of Grade A space in Mayfair and St James‟s. Long standing constraints 

on development is not going to help the situation. There is also little space available in 

serviced office centres in both districts. Presently the ratio of newly built available space to 

total stock is just over 1% in Mayfair and St James‟s. One consequence of this shortage of 

supply is that some financial companies are now looking for offices in Knightsbridge, which 

over the course of the last year has led to rapid headline rent inflation.  

 

 

                                                      
13 Westminster’s Creative Industries Report – October 2007. GVA Grimley LLP and Burns and Owens Partnership Ltd produced the report in 
commission of Westminster City Council. 
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5.14 Despite the fact that these are areas which command some of the highest rental values in the 

world, many financial companies view this as money well spent; viewing the advantages to be 

had to vastly outweigh the cost. This is especially so when, due to the nature of their business, 

the cost of property is a significantly smaller proportion of outgoings than it is for other 

business sectors.  

 

5.15 There is a heavy concentration of small office occupiers from the property industry based 

around Mayfair and St James‟s. As with financial companies, having a prestigious address on 

the letterhead is important for maintaining and winning future business and can be a 

reputational requirement for many a company. The industry has historical ties with certain 

areas of Central London, specifically Mayfair and St James because principally it is here that 

the landed estates (both urban and rural) were either resident or readily accessible. 

 

5.16 In recent years the sector has become less fragmented, and a polarisation of larger 

international firms and the small and medium sized companies is taking place. The large 

organisations have become more sensitive to their property costs and are de-clustering away 

from the Mayfair/St James‟s core. Their client base is less local than the smaller companies, 

who are also more dependent on the local labour pool, and keen to remain in close proximity 

to their peer group for broking and intelligence reasons. It is these factors which keep the 

smaller surveyors‟ tied into a West End location. 

 

5.17 Occupying 316 small offices in Westminster totalling 49,250 sq m (530,000 sq ft), the 

professional sector is an important small employer, occupying around 4.5% of the total small 

office market by number of offices and 5% of the market by floorspace. Business and 

management consultants are the largest occupier by both number of offices and floorspace, 

followed closely by law firms. Combined with the presence of the many non-commercial 

lawyers who are based in the West End, we find that legal occupiers (including barristers) 

occupy 100 small offices totalling just less than 15,000 sq m. This means that the legal 

profession is a significant small office occupier, with 2.9% of the market by number of offices 

and 2.8% by occupied floorspace. 

 

5.18 In the professional sector, business and management consultants are the most active small 

office occupier sub-sector in Westminster. While the large staffs of the corporate world have 

shrunk (much reducing headquarters premises, reflected in the reduction in the presence of 

corporates in the West End, and Mayfair/St James‟s in particular), the business of these 

corporate advisors has grown enormously, with concomitant increase in the number and size 

of the companies involved. Like other professional sectors, they find being located in the 

centre of London essential for meeting and serving clients and accessing their labour market of 

skilled and qualified professionals. 

 

5.19 Law firms are often located in clusters or nodes that fringe the City core. Chancery Lane, Fleet 

Street and Holborn are famous concentration points. This is principally due to the location of 

the Royal Courts of Justice at the junction of Fleet Street and Aldwych. For this reason, some 

litigation departments will insist that being within easy reach of the Courts is a location 

requirement when seeking new offices. Also the Inns of Court and several barristers‟ chambers 

are clustered around the Royal Courts of Justice; reinforcing the sense of legal community. 

Other major nodes include Aldersgate, Moorgate and North of Liverpool Street station. Many 

avoid the City core due to higher rents, although those who serve the insurance and shipping  
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 industries tend to locate in EC3 due to proximity to clients. That the main legal nodes fringe the 

City core reflects a general reluctance on the part of UK law firms to pay the highest rents. 

 

Conclusions 

 

5.20 Westminster is home to the most compact grouping of established occupier clusters in London. 

More so than any other borough in London - with the exception of the City. Such well 

recognised and dense groupings of different sectors significantly adds to the economic 

prosperity and vibrancy of the city and should be maintained and encouraged. The reasons for 

these clusters vary and range from historical connections to a given location, proximity to 

sector-specific facilities or simply prestige. In general, propinquity to customers, skilled labour 

and professional bodies are pervasive benefits to a Westminster small office occupier.   

 

5.21 With this said, there are a number of existing and emerging sector-specific clusters in London 

outside Westminster and across the country and these are attracting existing businesses, 

offering potentially better rates for start-up businesses. Such competition should act as a 

deterrent to complacency. Rents have risen, and for some at least, they have reached a 

prohibitively high level. If you combine this with the congestion and overcrowded public 

transport system in certain areas of Westminster, it highlights that there are unattractive 

features of Westminster for occupiers. 

 

5.22 In order to protect the clusters, it would seem sensible to suggest that the main occupying 

sectors are recognised and encouraged. In several ways, Westminster is unique in the density 

and number of the different industry clusters and any policy should reflect this. Small office 

occupation is important to the character and function of the whole city and offers new and 

small businesses and start-up firms valuable opportunities in a very competitive market.  

 

5.23 The proportion of start-up firms occupying small office space is analysed in more depth in the 

Appendices, but small offices provide valuable space to these companies and recognition of 

the clusters and the provision of encouragement to start-up companies in them would help to 

regenerate the economy and increase local employment levels. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 54 

 

 

 

 

6 THE SUPPLY OF SMALL OFFICES IN WESTMINSTER 

 

6.01  In this section we examine a number of supply and demand-side factors which we think will 

affect the future of small office space in Westminster. By looking at these factors, it is possible 

to assess whether there has been any signs of market failure in Westminster in the supply of 

small offices; the results of which will help shape policy implications. The factors looked at on 

the supply side include: 

 

 The nature of the development process and its intrinsic nature as part of the life cycle of 

buildings 

 The impact of the development process on the available stock (the extent of loss of small 

office capacity); 

 The extent to which new buildings have been let to office occupiers above 250 sq m (i.e. 

the extent to which the development process results in capacity for small occupiers being 

supplanted);   

 Trends in availability and take-up of small offices;  

 Adequacy of provision for start-up companies; and 

 The alternatives to conventional office stock. 

 

6.02 In July 2006 the LDA published a study undertaken by Roger Tym and Partners and King 

Sturge
14

. This study investigated the demand for business premises from SMEs (small and 

medium sized businesses) across London through a large-scale business survey and market 

review and identified instances where the needs of these businesses are not met by the 

market e.g. market failure. This is defined as a process where the market, unless prevented by 

public intervention, would produce undesirable outcomes. In the context of commercial 

premises, this undesirable outcome would be misallocation, where resources are not allocated 

to their most productive uses and therefore total income (output, wealth creation, economic 

well-being) is lower than it could be. Misallocation is caused by market imperfections, or 

market failures, which include public goods, externalities and failures of information and 

coordination. 

 

6.03 Using this above framework, the LDA study sets out the case for market failure, specifically in 

relation to premises for SMEs. It notes that aspiration (e.g. what the user would like) is 

irrelevant and that failure to meet aspiration is not a rationale for public intervention. Instead, a 

case for intervention must consider (effective) demand (what the user would like and can 

afford) and need (what the user would like and ought to have), and judge whether these are 

being met by the market or not. The criteria for judging whether market failure is taking place is 

described as follows: 

 

 Effective demand: “there is market failure where supply falls short of effective demand: a 

firm wishes to secure a given property and is willing to pay the price of providing it, but 

there are blockages that prevent landowners and developers from supplying it”. 

 Need: “there is also market failure where demand falls short of need; in other words, 

there are specific reasons why firms should have access to more, different or better 

space than they are willing and able to pay for. This could be due to positive externalities 

where market values understate true benefits”. 

 

 

                                                      
14 The Demand for Premises of London’s SMEs, LDA July 2006 
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6.04 The case of “need” is particularly relevant to new and younger firms where there is also a case 

to suggest that public policy should support small and new firms in general, because they 

make major contributions to innovation and competition which are understated by the market 

values they generate. The study states that new and young firms will have worse access to 

premises than they would have in a perfect market, for example they will have poor access to 

finance in order to meet rental costs, which does not do justice to their future potential. Thus a 

new firm that cannot access premises may be a victim of market failure, while a mature firm 

that has the same problem may simply be uncompetitive. 

 

6.05 The rates of new firm formation for Westminster are high, and thus there is no direct evidence 

that lack of adequate premise are stifling the creation of new firms. This is not positive 

evidence of the case, however, and so does not preclude the possibility that the rate of new 

firm formation would be even higher if barriers to finding suitable premises were to be found.   

 

6.06 Surveys
15

 of small office users have tended to find that overall most occupiers are satisfied 

with their premise, with office occupiers being more satisfied than other uses. Cost, in the 

sense of value for money was not seen as a positive feature by many, and in some cases has 

been seen as a negative factor. However, as we have seen, the study which most directly 

overlaps with the study area of this report, Westminster‟s Creative Industries did comment 

forcefully on the threat to new companies of the price of premises. And, in this context, as 

shown below, there are no alternatives to conventional office accommodation in Westminster, 

with the exception of the peripheral North West Westminster area.   

 

6.07 This section looks at the process of the creation of the supply of small office premises, rooted 

in the building life cycle, considers the evidence that the redevelopment process reduces the 

supply of such buildings, goes on to review the adequacy of availability for small office 

occupiers and whether the amount of small office occupiers is indicative of market failure or 

shows any sign of decline.  Finally, alternative tenures to conventional offices are considered 

in order to provide policy alternatives to the current policy of endeavouring to ring fence small 

offices in order to protect them.     

 

The Development Process and Building Life Cycle 

 

6.08 There is a typical commercial building „life cycle‟.  A new commercial building is a depreciating 

asset in terms of the income that can be gained from it, as the building condition deteriorates 

over time, requiring spending to retain its usefulness. This may be an occupier responsibility to 

some extent, but in the end the landlord will need to incur capital expenditure to extend the 

buildings‟ life. 

 

6.09 An intersecting factor is the nature of its occupation.  Ideally a commercial building will be 

leased to a single tenant, as this minimises the landlord‟s responsibilities and costs.  In 

addition, as a new or refurbished building it can be expected to attract the kind of tenant who 

will take a lease of a conventional length.  Although these have been falling in average length 

since the early 1990s
16

, 10 to 15 years will be the expected sort of period, especially in a major  

                                                      
15 Surveys reviewed: The Demand for Premises of London’s SMEs (LDA), Business Creation and Closure in Camden (PACEC), and 
Westminster Creative Industries (BOP/GVA Grimley) 
16

 Until 1989 25 years was the standard length of lease.  Some of these obviously are still running, mixed with some older and even long 
leases.  The average length of Central London lease as collated by the Investment Property Databank has fallen from an average of 13.2 
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 market like the West End, that landlords in anything but a falling market will expect in order to 

hit their financial objectives.   Securing a dependable tenant (a secure, going concern) on a 

long lease is known as a „good covenant‟ in the property industry: i.e. it guarantees a steady 

long-term stream of income which makes it a secure purchase.  This maximises the value of 

the building as a property asset. 

 

6.10 But the length of time contracted for will not be ideal for the tenant.  A large number vacate 

before the lease is expired, and shift their responsibilities for the lease to a replacement tenant 

(an assignment) or sub-let the premises on a lease of their own cognizance.  This tends to 

result in leasing by single floors or adjoining floors, and thus smaller occupations.  The landlord 

too, may, at the end of a lease, rather than carry out a major refurbishment or redevelopment, 

renew the lease or remarket the premises, but with passing time, this avenue too will result in 

multi-occupation. 

 

6.11 The ability, on the landlord‟s side, to choose the length of lease of size of premise to be 

occupied in a building is quite variable.  The strength of supply and demand are the major 

determinants of the landlord‟s ability to choose how a building is populated, balancing void 

periods (which averaged 16 months in the West End even in an active market such as that in 

2007) with the degree of interest in a building shown by prospective tenants. Especially in 

weak markets (those characterised by falling or static rents, such as those in evidence in the 

West End between 1989 and  1995, landlords take what is offered, in the sense of length of 

lease offered, or covenant strength.  

 

6.12 Thus in a sense, the building stock serving small office occupiers is continually being 

„produced‟ by the impact of the passage of time on the wider buildings stock and landlord 

responses to its effects.  But this is also part of a wider process whereby the stock is renewed.   

At a certain point, varying with a number of factors, including age of buildings, degree of 

depreciation, ability to secure vacant possession, the state of the property market, etc., the 

development process will recur.  To the extent that the building has contained occupiers below 

the „small office‟ threshold, this will be lost to such occupation.         

 

6.13  A number of building examples are outlined below, in order to illustrate this „building cycle‟ 

process: 

 

 Hammond House, 117 Piccadilly, W1.  This is a listed period building containing (12,500 sq 

ft), given a major refurbishment in 1996 by Pillar Properties, and which had a sole occupier 

until the early 2000s when several floors were sub-let on 5 year leases by the occupier, St 

James Place investments, on floors of between 150-200 sq m (1,600-2,150 sq ft). The original 

lease will have some years to run, and given the recentness of the refurbishment, will no 

doubt offer small office accommodation for some years to come.  

 

 Elliot House, Allington Street, SW1.  This is a 1970s block across 8 floors, leased for 25 

years by a sole occupier, the Commission for Racial Equality, which vacated in 2002.  The 

landlord, Land Securities, had redevelopment plans for the building, but not immediately, and 

re-leased the premises to a range of occupiers, some of them small, occupying floors or parts 

of floors.  Planning permission has since lapsed, and while the landlord has lease breaks in  

                                                                                                                                                                     
years (15.7 years weighed by rent passing) in 1996 to only 7 years (11.4 years weighed by rent passing) in 2006. New buildings will have 
longer leases, broadly 15 years in a good market, and 10 in a poor one. Average lease length is complicated by the spread of ‘lease breaks’, 
which are point at which, sometimes with a penalty attached, a tenant or landlord or both, can exercise an option to void the premises.     
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September 2008 in all leases.  This is in preparation for the Victoria Station forecourt 

redevelopment, of which it is a part.    

 

 4-5 Grosvenor Crescent, SW1.  A 1964 development of 7,000 sq m (75,000 sq ft), owned by 

Derwent Valley on a head lease to 2063 from Grosvenor Estate.  Originally occupied by 

General Accident on the head lease, but now occupied by 21 occupiers on leases from both 

landlord and previous tenants (through assignment and sub letting) extending to at least 

2016.  Derwent Valley is a major central London landlord-developer (i.e. redevelops buildings 

but also holds for income), and while this building is not on its current development 

programme it is likely, unless disposed of, to be redeveloped at some point in the future, quite 

possibly soon, given its age. 

 

 Marcol House, 289-293 Regent Street, W1.  Listed building of 10,200 sq m (110,000 sq ft).  

Let to a number of occupiers of varying sizes, some below 250 sq m (2,690 sq ft), mostly on 

leases expiring in November 2008.  Unilever Pension Fund sold the building to Property 

Merchant Group in 2007, and the latter applied for planning permission for partial demolition 

of Marcol and adjoining 295 Regent Street, both of which are grade II listed buildings, and 33 

Margaret Street, with retention of the grade II listed facades and redevelopment for mixed-use 

retail, office and residential uses.  While increasing the office content of site significantly the 

applicant was required to ensure that the design would be sufficiently flexible to support 

multiple occupations on its new, larger footplates. 

 

 Princes House, Jermyn Street, SW1.   A refurbishment of three period buildings producing 

2,890 sq m (31,100 sq ft) office floorspace.    It configuration meant that clear floorplates were 

not achieved, and as a result it was let from completion, in 1997, in small suites.   

 

6.14 The capacity for small offices is thus produced as part of the life cycle of a building from new 

build /refurbishment to „old age‟.  The leases are likely to grow progressively shorter as time 

goes on either as a result of being assignments or sub-leases from an original head lessee, 

and therefore coterminous with that lease, or the result of landlord response to the pattern of 

demand in the market resulting in the granting of different leases on different floor areas, 

aimed at, though not necessarily achieving, a common lease end for the entire building.    

 

 6.15 To this extent then, a policy such as the council‟s which attempts to “maintain Westminster‟s 

stock of accommodation for small and growing businesses” by controlling the character of 

redevelopment of the existing supply is misconceived, since this supply is continually being 

both created (by sub-division of ageing buildings and lease structures), and destroyed by 

redevelopment. 

 

6.16 The UDP recognises this process, but then goes on to adumbrate a policy which is a potential 

bar on the redevelopment, by refusing permission where “premises have been in long term use 

as small offices for a period of ten years or more”.  As suggested above, this condition may be 

fulfilled solely as a result of the intrinsic workings of the property market, where buildings 

gradually depreciate and move toward obsolescence, before being brought back into improved 

use by redevelopment.  

 

6.17 It is difficult to see what such a blanket policy is intended to achieve: inability to secure a 

planning permission for redevelopment seems likely to condemn a building to remaining in a 

poor condition, internal refurbishments notwithstanding.  As we also show, the small office  
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 market is predominantly characterised by low rents: if this situation cannot change, as the 

policy, if taken literally, requires, this will depress the value of the building.  Not only in 

proportion that its rent is low and to the extent the other characteristics small office occupiers 

also share (aversion to long leases, a higher propensity to bankruptcy) are present, which 

weaken covenant strength, but also in the „hope value‟ which redevelopment adds to a 

building.  This latter is potential profit or elevation in value that a building or site can yield to the 

extent that redevelopment captures higher rents and better covenant tenants in the future, and 

which is embodied in its site value, or residual value.  The reduction ad absurdum of the policy, 

if effectively pursued, would be the creation of a stock of buildings which could not be 

redeveloped in any substantial manner, either through comprehensive refurbishment, or 

demolition, but which would remain in enduring low rent use.    

 

Loss of Small Offices 

 

6.18 In order to reach conclusions on how the development and change of use in Westminster has 

impacted on the supply of small offices, an analysis of Westminster City Council‟s permissions 

and rejections of small office development over the course of the last ten years has been 

undertaken. Between 1997 and 2007, Westminster City Council recorded a net loss of 306 

small office units comprising 46,236 sq m of small office floorspace. This is comprised by the 

loss of 617 small office units (totalling 70,988 sq m) and the gain of 311 small office units 

(totalling 24,752 sq m). The figures for change of use in Westminster between 1997 and 2007 

indicate that it is residential redevelopment of small office units which is responsible for most of 

this net loss (see Figure 30 below).  

 

Figure 30: Net Gain/Loss by Uses Class 1997-2007 in Small Offices 

 

 
 

6.19 Thus according to Westminster Council‟s planning records, approximately 21,500 sq m of 

small office floorspace has been lost in buildings between 0-250 sq m since 1997. This figure 

highlights the future importance larger buildings, which are sub-divided or capable of being 

sub-divided, will have in the housing of small offices as the supply of small office space has 

significantly diminished since 2000. This has either been as a result of the increased levels of 

residential redevelopment of smaller buildings or the general increase in the size of  
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 developments. This trend confirms that larger buildings, especially those over 1000 sq m in 

size will become increasingly important in the future supply of small offices. 

 

6.20 However, as we have seen, it is not only offices of 250 sq m or less which constitute the 

universe of floorspace occupied by small office enterprises. An assessment of the impact of 

development of offices over 250 sq m in size, over the period 2002-2007, was also 

undertaken. 460 redeveloped units were identified totalling 1.345 million sq m. Of these 

redeveloped units, 92 of them were redeveloped with a loss of 243,000 sq m of office 

floorspace, and 167 of them were redeveloped with a gain 397,000 of office floorspace, 

making an overall net increase of offices of 153,000 sq m.   

 

6.21 Most of the buildings where redevelopment took place increased in size. The 167 which did so 

explicitly went from an average size of 3,810sq m to 6,185 sq m. Of those which lost B1 

floorspace, in fact the impact was felt in a more concentrated fashion. 39 buildings fell from an 

average size of 7,870 sq m to 5,690 sq m, while those in which most of the lost office space 

was concentrated fell from 3,810 sq m to 870 sq m. One way of looking at this is that 

redevelopment either increased or did not greatly affect the size of 208 buildings, while 53 

buildings were reduced to a size much more likely to be taken by small office occupiers.  

 

The Pattern of Leasing in Refurbished/Newly Developed Properties 

 

6.22 Another way of looking at the redevelopment impact on small offices asks the question as to 

what extent newly developed offices are let up to small office occupiers.  Looking at take-up in 

redeveloped buildings since 2002, a total of 454,000 sq m (4.9 million sq ft) has been let in 

these premises. But small office lettings in these buildings only accounted for 12,254 sq m 

(132,000 sq ft), a minuscule amount.  This fits in the analysis earlier in this section which 

indicates the part played by the building life cycle in offering accommodation to different types 

of tenants at different points in that cycle.   

 

6.23 The analysis of the proportion of small office stock susceptible to redevelopment has 

highlighted that 63% (1,276 buildings out of the 2,036) of small office stock is, in theory at 

least, open to redevelopment, being located within buildings which could, solely as regards 

age and condition, be regarded as obsolete.  This includes buildings which are not listed and 

which are not new or recently refurbished. For the purposes of this study, buildings over ten 

years old have been classified as being within the age range for redevelopment. This is a large 

percentage, the implications of which will be further analysed later in the study
17

.  

 

6.24   Although it is conceded that there had been some loss of small office capacity, there is no 

evidence of an overall loss of office occupation by office occupiers of less than 250 sq m 

(2,690 sq ft).  In 1990 according to Westminster Land Use Survey records there were 5,488 

small office occupiers in a total of 620,000 sq m (6.7 million sq ft).  In March 2008 there were 

6,976 small office occupiers in Westminster, with a total combined floorspace of 982,000 sq m 

(10.6 million sq ft).  This 58% increase in small office occupation can be compared with a stock 

increase of 12%.  The sources for the data were different, and this may make the comparison 

not absolutely legitimate.  But the substantial increase in occupation is at least a negative 

response to the question of whether the availability of small office floorspace is diminishing.         

 

                                                      
17 Given the prevalence of conservation areas in Westminster, the positioning or otherwise of a building in a conservation area has not 
been included in this analysis. 
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Availability and Take-Up of Small Office Premises  

 

6.25  This section looks at the availability of space in Westminster.  Availability of floorspace is not a 

very precise measurement of the availability of space at any particular size of occupation. This 

is because unless it is offered in discrete floors it will be offered over a number of floors. The 

landlord‟s preference will be to lease as one complete space but this will depend on the degree 

of interest shown. Ultimately most space can be leased by floors, and so in theory any unit of 

space which offers floors of less than the small policy threshold can be considered as potential 

small office space, in the terms defined by the small office policy. 

 

6.26   In practice the amount of space so offered, and even more speculatively, the amount of space 

actually taken-up in units by small office occupiers will be a sub-set of the space offered. 

Nevertheless, in assessing the availability of space all floors of less than 250 sq m (2,690 sq 

m) is a starting point.  In March 2008 this amounted to 752 floors, totalling 85,000 sq m 

(915,000 sq ft), in 349 buildings.  This was over half the total floorspace available.    

 

6.27   In order to provide a comparison and gauge historic availability levels over time, DTZ 

Research‟s Central London office statistics have been analysed and the results depicted 

below. Given the format of the data it has not been possible to use the same neat geographical 

boundaries and size thresholds as in the small office occupation analysis and therefore 

surrogates have been used. The main markets covered by DTZ Research which are within the 

Westminster boundary include the West End, W2 and WC2 and these have been used as a 

proxy for Westminster. For similar reasons it is those offices under 3,000 sq ft (or 279 sq m) 

which have been analysed in this section. 

 

Figure 31: % Available Units and Floorspace under 279 sq m 
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6.28 What is clear from this assessment is that availability levels of small offices have been steadily 

declining both by available floorspace and available units. Despite witnessing various peaks 

and troughs over the years, when the availability of small offices is taken as a percentage of 

total office availability within the same geographic boundaries, small office availability levels 

have shown a steady lineal decrease. This culminated in the lowest availability levels recorded 

in the time series at the end of 2007, with only 40% of available units and only 8% of available 

floorspace attributable to small offices.  
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6.29 Such a perceptible decline in availability can indicate the attractiveness and success of small 

offices as gradually over the years there has been less available small office stock on the 

market. This decline in availability levels, whilst not determinate, can act as a signpost for the 

reinforcement of the small office policy. It is possible to decipher this downward trend in 

availability as a (albeit weak) implication of a decline in the number of small offices and 

therefore a faint indicator of the need for policy protection.  

 

6.30 When a similar assessment of take-up levels is undertaken, comparable levels of decline are 

shown. Indeed, if anything, a linear depiction of take-up levels has shown a sharper rate of 

decline in take-up than availability. It is possible to construe this as being a stronger indication 

of the need to protect small offices as over the time series analysed, demand for small offices 

has declined. As is looked at later in the study, this could be down to the fact that fewer small 

businesses are taking space, or are just taking less space. The reasons for this is looked at 

later, however, as price is often the key determinant in these location decisions, the rise in 

rents, which have shown a steady increase in Westminster over the last ten years has to be a 

prime reason for this decline in demand.  

 

Figure 32: % Units and Floorspace Under 279 sq m Taken-Up 
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6.31 It seems that less small office stock is coming onto the market and less is being leased or 

transacted. This can indicate the general satisfaction levels of small office occupiers, but it can 

also correlate to the exponential growth of the serviced office market. As described later in this 

study, serviced offices are beginning to fill a valuable niche in the Central London office 

market, offering high quality space of all sizes. As availability and take-up levels have fallen, 

serviced office levels have risen. It is with trepidation then that one should call for a 

reinforcement of the small office policy on an assessment of these figures alone. Whilst the 

decline in availability and take-up are in themselves signposts of a decline in demand and 

supply of small offices, this has to be assessed in totality and reference should be made to the 

sections on serviced offices and small business attrition rates to make a complete judgment.  
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Providing Space for Start-Up Companies in Westminster 

 

6.32 Other parts of this study look at the provision of office space for the bulk of small companies 

already established and operating in Westminster. This section assesses how adequate this 

appears to be and how, in particular, it meets the needs of „start-up‟ businesses in the city. In 

the case of the latter public policy generally supports and encourages small business 

generation, as the founding of new firms is regarded to be especially valuable for the local 

economy as a result of potential future performance, employment growth and potential for 

innovation. In Westminster the Creative Industries sector in particular is regarded as a major 

source of these advantages and the encouragement of small firm founding and growth here is 

an aim of public policy. 

 

6.33 In this context the conclusion of the Westminster‟s Creative Industries report in late 2007 

poses a question for this section:  

 

“There is a risk that the Creative Industries sector in Westminster cannot sufficiently renew 

itself due to the prohibitive high rents for new/young companies. This lack of new market 

entries might have a negative effect on the entire sector in Westminster.” 

 

The question at this stage is „are there facilities in Westminster to meet this need, and what 

could meet this need if these are in fact absent?‟ 

 

6.34 Generally speaking, start-up companies tend to require less than 250 sq m (2,690 sq ft) of 

office space and companies wishing to take space in Westminster are no different. If anything, 

the high cost of offices in Westminster is such as to drive the average size of offices down, to 

force companies to economise on space in order to reduce costs. There will, of course, be 

differences in the ability and willingness to pay between sectors (the financial sector, for 

example, will be able and willing to pay top rents to secure the appropriate facilities), but 

generally start-up companies are smaller and will require less space. 

 

6.35 Surveys of the SME sector have tended to find a common pattern in small companies‟ 

concerns with premises. Cost is a major drawback, but it is also accompanied by a concern 

with lack of flexibility over lease length, as start-ups tend to be reluctant to commit to long 

leases, as some companies strategies (especially in the financial sphere) only have a lifetime 

of a few years. The Creative Industries report has this to say: 

 

“As discussed previously it is relatively difficult for young / start-up companies to establish 

themselves in Westminster due to the high rental levels and competition from other uses. 

However, there are (still) relatively affordable rents available in Westminster (even in central 

Westminster) but for start-up businesses providing the necessary securities (several years of 

approved accounts or deposits) is often a problem”. 

 

6.36 However, the size of the rent being offered can persuade the landlord to relax the criteria on 

covenant and lease term. As described later in the study, some start-ups prefer good-quality 

serviced offices, due to lease flexibility and reduced office management requirements. This 

comes at a price, however, and by no means all small companies can afford it.  

 

6.37 Is there any evidence that start-up companies in particular cannot find suitable premises in 

Westminster? Appendix 5 analyses evidence of business start-up rates for Westminster and  



 

 

 63 

 

 

 

 

 adjoining boroughs to see if performance of start-up companies within the city, and its 

performance compared with surrounding boroughs (to indicate any evidence of displacement 

of activity).  It concludes that Westminster has an above average number and rate of VAT 

registrations of office-occupying industries, with almost double the volume of registrations as 

the surrounding areas, with a strong and increasing rate of growth, moving from 1,765 

registrations in 1994 to 2,735 in 2006.  

 

6.38 As regards its rate of net change (stock adjusted by registrations and deregistrations) it is 

second to Lambeth, which shows the fastest rate of increase in stock, albeit from a low base.  

In practical terms this means that, when compared to its neighbouring locations, Lambeth 

excpeted, that Westminster has shown the largest and fastest rates of firm formation, and that 

this position has not changed since 1994.  The high and growing level of deregistrations in 

Westminster could be attributed to a number of factors such as conditions in the broader 

economy, but what it could also demonstrate is the difficulty companies have doing business in 

such a competitive and high cost location as Westminster, including such factors cost and 

suitability of premises.   

 

6.39 As an alternative and supplementary indicator of the number of business starts in Westminster 

and surrounding areas we look at the most recent Barclays Bank „Small Business Survey‟18 

which has since been discontinued. This shows the number of start-ups and closures by local 

authority and confirms the foregoing analysis of VAT registrations: Westminster had double the 

number of start-ups compared with its closest rival Camden, and also has the highest number 

of firms per 10,000 of the working age population, at 368. 

 

6.37 Westminster therefore has a very good performance as regards start up companies, and may 

not in fact have a problem in this area, although in the specific area of media companies a 

local problem may be emerging.  This remainder of this section will examine those alternatives 

in case the caution over the adequacy of business accommodation for start-ups, expressed by 

the Creative Industry report and noted above, is merited. The encouragement of new 

companies by the provision on of appropriate premises is now an established part of business 

development. A number of different types of premises have become established, notably 

„incubators‟, „innovation centres‟ and „managed workspace‟. 

 

Incubators 

 

6.38 Business incubators provide serviced units for fledgling companies, however, they also go 

beyond this in terms of providing more intensive sources of support for their tenant companies 

as well as operating a selective entrance and exit policy. The aim of a business incubator is to 

enhance the survival and growth prospects of new companies.   

 

  Key characteristics of incubators include: 

 

 Selection – incubators vet new ideas or proposals from fledgling businesses and select 

those that will benefit most from support, and also those that will add value and meet the 

objectives of the incubator and its stakeholders; 

 Nurturing – incubators provide a „hands-on‟ tailored business support package for their 

tenants.  Most will provide business planning, management assistance and mentoring; 

 

                                                      
18 Barclays Small Business Survey. Start-ups and Closures H1 2004, Barclays Bank. 



 

 

 64 

 

 

 

 

 Incubation team – the package of business support will usually be provided directly by an 

on-site incubator manager or team or they will contract in services from other providers.  

The team is also responsible for building networks that will benefit their tenant 

companies; 

 Graduation – incubation is about „hands-on‟ support and so businesses are encouraged 

to graduate from the incubator when they have established sufficient market share or 

maturity; 

 Type of business – incubators is more likely to focus on innovative, technology related 

businesses with fast growth potential. 

 

6.39 There are now over 200 incubators in the UK, and according to UK Business Incubation 

(UKBI) 19% of contained incubation projects take place on Science Parks, 13% are located 

close to or on a University or Further Education College campus and 40% are on 

industry/business parks.  In terms of funding, 63% of all incubators have received public sector 

funding, mainly from their local authority, and 32% have received EU funding. 43% of all 

incubators have the involvement, financial or otherwise, of a university or local Further 

Education College. 

 

6.40 Incubator location is very important, because it requires a supportive environment. The 

incubator also needs grow-on space. After two to three years, tenant companies should be 

ready to move out of the incubator and establish themselves as truly independent businesses. 

They need appropriate premises for this or, if insufficient space is available, the carefully and 

expensively nurtured companies will either refuse to leave the incubator (thereby causing it to 

fail as an incubator) or will leave the location.   

 

6.41 When companies are ready to move out of incubator and „grow-on‟ space they are often 

frustrated by the lack of appropriate property to move into. Typically, the UK property market 

prefers long leases with landlords eager to engage with tenants who represent a strong 

covenant. Developers also prefer to build flexible accommodation, which can be adapted to 

suit a wide range of occupiers. Traditional developer attitudes towards the sector have placed 

some constraints on growth and a latent demand for suitable accommodation has emerged. 

 

6.42 London‟s existing incubators, as is the trend across the UK, are predominantly technology 

based. Biological and pharmaceutical research in particular has been a growth area in the 

London region, based on its universities, hospitals and other specialist institutions. LDA 

research in 2004
19

 found that the total stock of business incubators was around 15,400 sq m in 

15 different facilities. The incubators had high occupancy (89%), virtually full allowing for 

turnover (10% per annum by rule of thumb).  Occupiers tended to be concentrated in three 

sectors; arts and media (35%), biotech (22%) and IT (20%).  

 

6.43 However, there are no incubators in Westminster. One of the contributors to this report is sure 

that he identified one in Victoria 4 or 5 years ago, but can find no trace of it now. A 

spokesperson for UK Business Incubation, the sector association, observed that the area was 

too expensive to allow such a facility to be established.    

 

 

 

                                                      
19 Unlocking potential: Business Incubator Facilities in London - Robert Huggins Associates for the LDA, 2004. 
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Innovation Centres 

 

6.44 Innovation centres are similar to incubators in that they provide space for new start-ups, but at 

a later stage of development, providing „move-on‟ space when businesses have got past the 

initial stage of life. Innovation centres usually aim to target innovative firms, with new products 

or services, and which have high potential for growth. The aim of innovation centres is to 

cluster innovative firms so that they can gain further inspiration and ideas from each other.   

 

6.45 A good example of this is Start International, which has premises in Woolwich and Dartford.  

The centre at Woolwich has been open for 3.5 years and is located at the Royal Arsenal site in 

a converted building which Start have fitted out as a serviced office. The gross area is 2,230 sq 

m with a net lettable area of 1,720 sq m, and around 40-50 units ranging in size from 5.5 sq m 

workstations to 1,300 sq m units. 

 

6.46 Rents for unfurnished units are £415 per sq m, and £620-680 per sq m for furnished space. 

Workspaces charged out at £250 per workstation per month for first six months and £350 per 

month for next six months. The centre is currently at 90% occupancy, virtually equivalent to 

full, given vacancy necessary for churn.   

 

6.47 Basepoint operates a similar model to Start International. They typically acquire 0.7 hectares of 

land, and develop 2,400 sq m net lettable office and industrial space, usually broken down in to 

880 sq m workshops and the remainder office space. Workshop units are usually 50-55 sq m 

and office units vary from very small (one to two persons) upwards to 14-16 sq m. This usually 

results in around 80 units. Their leasing policies are very flexible, with two-week license 

agreements. However, they pointed out that some of their more successful occupiers take on 

longer-term leases sometimes up to three years. Rents vary with location, and currently the 

inclusive rate is 3285-335 per sq m. But at present they do not operate in London. 

 

6.48 The Basepoint model is based on 90% occupancy. In terms of viability, unlike typical 

developers, Basepoint do not consider straightforward residual valuations based on having 

one or two good covenants with tenants. Their models are based on multiple occupiers on 

easy in and easy out terms, which take time to build up. Their financial risk is thus greater as 

they cannot guarantee occupancy levels. In areas like London, where land prices are at a 

premium, the risk is even greater. To date this has been one of the main reasons for not 

investing in areas such as Central London. 

 

6.49 As with incubators, there are no examples of this kind of space in Westminster. 

 

Managed Workspace 

 

6.50 Given the high property values, even for poor space, it is not surprising that the ability to 

secure premises which are both cheap and flexible in Westminster, even including obsolescent 

buildings in poor condition, is extremely difficult. The usual source for this is managed 

workspace, which provides small to medium-sized units, on short term and/or flexible leases, 

with shared central facilities and services (e.g. meeting rooms, receptions services) 

 

6.51 Typically this means smaller premises, flexible or short term leases, and shared facilities and 

services. Much of this type of property is refurbished or converted rather than new 

development, although there are examples of new development of this type such as that 
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 provided by Workspace Group. The market for managed workspace is growing, and one of the 

key providers in London – the Workspace Group – has had rising levels of occupancy and 

numbers of enquiries in recent years. 

 

6.52 Workspace is the largest provider of this kind of space, and it has a firm hold of the London 

market. It controls an estate of 575,000 sq m, comprising 119 estates, with 6,200 tenants. Of 

its portfolio 78 are business centres, offering both office and light industrial space, the 

remainder being industrial floorspace. The average rent here, as of September 2007, was 

£150 per sq m, and in Southwark, where it has a number of large business centres, £185 per 

sq m.  Occupancy in September was 87% overall. 

 

6.53 It is significant that of its 88 London premises, the Workspace Group has only 5 in 

Westminster, and of these only two, Archer Studios, W1, and Quality Court, WC2, are in the 

CAZ (the other three are in North West Westminster and are considered in more detail in 

section below). The two central Workspace outlets provide offices on the following terms: 

 

 Archer Street. Offices of between 33 and 111 sq m, at £431-538 per sq m per annum. 

 Quality Court. Offices of between 17 and 119 sq m at £657-1,001 per sq m per annum. 

 

6.54 These prices are far higher than Workspace rents outside Central London (compare with the 

average rents cited above), and are in fact equivalent to the less expensive end of serviced 

office prices for the area (see below), thus indicating that there is no cheap alternative to 

conventional offices, in the West End at least.  In short, there is no alternative to conventional 

accommodation for small office-based businesses in Westminster.  

 

 

How Strong is Small Business Employment Growth and are Small Businesses Being 

Displaced into Neighbouring Boroughs? 

 

6.55 In order to expand on the demand analysis, here we look at recent growth patterns in 

employment at the city level, comparing small office occupiers with overall office-based 

employment to see if the former is keeping in step with pattern on the wider economy. We also 

compare the pattern of employment change between Westminster and neighbouring boroughs 

to see if there is any evidence (albeit indirect) of migration from Westminster, a trend which 

could be ascribed to pricing or availability.   

 

6.56 Growth in small office employment, as measured by ABI statistics since 1993, using a 

definition of less than 25 employees (see note 26 below for justification) has been slower than 

growth in office related employment overall; only 2% versus 8%. This may be an indication of 

either underperformance in new firm formation or pricing out of small companies from 

Westminster. Obviously either could be related to the degree of difficulty which small 

companies find in obtaining suitable office space in the city.   

 

6.57 Within small office-related employment there are still some major changes, despite the 

slowness in overall growth. The financial sector grew by 27%, a very strong performance 

which reflects the growth in the sub-sectors mentioned above. It is difficult to underestimate 

the impact of these new financial companies, especially on the core Mayfair/St James‟s 

markets, in terms of driving up rents to unheard of heights through competition for scarce 

prime location, top specification office floorspace. The other strongly growing sector was  
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 Professional, which grew slightly more strongly than overall employment. But given its far 

higher weighting in share of small office employment (38%) the growth was substantial (11%, 

or over 3,500 people). 

 

Figure 33: 1-24 Employee Firms Office-Related Growth by Business Sector in Westminster 

 
 

 

6.58 A further assessment has been undertaken comparing Westminster with similar change in 

surrounding boroughs.  From these results, it is possible to identify and predict Westminster 

office demand by sector. It is also possible from this analysis to imply which sectors are 

moving into Westminster and which are moving into surrounding areas. The results of this 

analysis show that „Business and Management Consultancy‟, „Security Broking and Fund 

Management‟ and „Software Consultancy and Supply‟ have shown strong absolute growth 

since 2003 both in Westminster and the surrounding areas. The sectors where the numbers of 

data units have shrunk both in Westminster and the surrounding areas include sectors such as 

„Public Security, Law and Order Activities‟, „Management Activities of Holding Companies‟ and 

„Activities Auxiliary to Insurance and Pension Funding‟. 

 

6.59 Perhaps the most interesting results of this analysis are the identification of those small 

business sectors which appear to be shrinking or expanding in Westminster. The sectors 

highlighted as moving out into surrounding areas from Westminster include „Accounting, Book-

keeping and Auditing Activities‟, „Advertising‟ and „Labour Recruitment‟. Those sectors which 

may have moved into Westminster from surrounding areas include sectors such as „Real 

Estate Agencies‟, „Data Base Activities‟ and „Justice and Judicial Activities‟. 

 

Conclusions 

 

6.60 The LDA SME study defines market failure in terms of supply falling short of effective demand, 

or where demand falls short of need. In the former case the issue is one of insufficient capacity 

– not enough small offices available for potential occupiers.  In the latter it is the existence of 

specific reasons why firms should have access to more, different or better space than they are 

willing and able to pay for.  The former is an issue of market dynamics, and an intervention into  
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 the market to correct the problem.  The latter, if substantiated, recognises that the market 

needs to be supplemented by public intervention if the desired outcome is to be achieved. 

 

6.61 Looking at the former issue, we have found that there is mixed evidence that there is 

insufficient capacity:  

 

 In comparison with the evidence of the 1990 Land Use Survey there are relatively more 

small office occupiers in relation to the total stock of floorspace; 

 That rents for small offices do not appear to have risen in excess of the general rise in 

rents in recent years, and we would take this to be at least an indication that demand for 

this category of space is not higher than for other categories of floorspace;   

 Availability levels, given the limitation on how they are calculated, also do not give 

unambiguous result, but while the proportion of small office availability has declined 

somewhat since 1995, take up of small office units has also declined. But to some extent 

the latter must be compensated by the expansion in serviced office capacity; 

 Small business employment growth has been positive, although not as strong as growth 

in overall office-based employment. 

 

   6.62 Small office capacity is in any case rooted in the building „life cycle‟, which ensures that the 

building stock serving small office occupiers is continually being „produced‟ by the impact of 

the passage of time on the wider buildings stock, and landlord responses to changes in market 

dynamics.  This is also part of a wider process whereby the stock is progressively renewed.   

At a certain point, varying with a number of factors, including age of buildings, degree of 

depreciation, ability to secure vacant possession, the state of the property market, etc., the 

development process will recur.  To the extent that the building has contained occupiers below 

the „small office‟ threshold, this will be lost to such occupation.         

 

6.63 Redevelopment does result in the loss of small office occupiers.  Very little new floorspace is 

let to small occupiers.  In addition, there has been a loss of small office buildings, according to 

land use monitoring, with much of the loss attributed to residential development rather than 

commercial redevelopment.  These facts do not of themselves prove market failure in the 

supply of small offices and the need for tighter regulation; the building life cycle is an integral 

however this is tempered by the rise of serviced offices and considerations regarding the 

actual results of the office development process.  

 

6.64 Between 1997 and 2007, Westminster City Council recorded a net loss of 306 small office 

units comprising 46,236 sq m of small office floorspace. This is comprised by the loss of 617 

small office units (totalling 70,988 sq m) and the gain of 311 small office units (totalling 24,752 

sq m). The figures for change of use in Westminster between 2000 and 2007 indicate that it is 

residential redevelopment of small office units which is responsible for most of this net loss 

(see Figure 30 below).  This suggests that stricter control of development away from office use 

should be considered if the objective of protecting small office buildings is to be achieved.  

 

6.65 Is there any evidence that start-up companies in particular cannot find suitable premises in 

Westminster? If we look at evidence of business start up rates for Westminster and adjoining 

boroughs to see if performance within the city, and its performance compared with surrounding 

boroughs (to indicate any evidence of displacement of activity) has been deteriorating, we 

conclude that there is no solid evidence to suggest this.  However, the high and growing level 

of deregistration in Westminster combined with the disquiet expressed by the Creative 
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Industries report may suggest that the council should consider encouraging alternative forms 

of accommodation in order to retain start-up capacity for specific industries in Westminster. 

 

6.66 Growth in small office employment, as measured by ABI statistics since 1993, has been slower 

than growth in office related employment overall; only 2% versus 8%. This may be an 

indication of either underperformance in new firm formation or pricing out of small companies 

from Westminster. Obviously either could be related to the degree of difficulty which small 

companies find in obtaining suitable office space in the city.   

 

6.67 Within small office-related employment there are still some major changes, despite the 

slowness in overall growth. The financial sector grew by 27%, a very strong performance 

which reflects the growth in the sub-sectors mentioned above. It is difficult to underestimate 

the impact of these new financial companies, especially on the core Mayfair/St James‟s 

markets, in terms of driving up rents to unheard of heights through competition for scarce 

prime location, top specification office floorspace. The other strongly growing sector was 

Professional, which grew slightly more strongly than overall employment. But given its far 

higher weighting in share of small office employment (38%) the growth was substantial (11%, 

or over 3,500 people). 

  

6.68 The results of the analysis into the displacement or otherwise of certain employment sectors to 

other neighbourhoods imply that certain professional and media sectors such as accounting, 

auditing and advertising have moved into surrounding boroughs, while other sectors such as 

real estate agencies and judicial agencies have moved into Westminster. This may be due to 

certain industries being able to afford increasing rents, and others not.  
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7 THE ROLE OF SERVICED OFFICES 

 

Background 

 

7.01 The serviced office market has grown rapidly in the UK in recent years. Although there is no 

universally accepted definition of the sector, the key characteristics are the provision of short 

term, flexible office space, supported by the delivery of a growing range of business services. 

The space is actively managed through the presence of an on-site management team. 

Flexibility, active management and service delivery lie at the heart of the sector, not the type of 

building occupied, its location, or indeed, the exact length and nature of tenure. It is the 

occupiers‟ quest for flexibility that is probably the most important market driver, despite the 

industry as a whole tending to emphasise the importance of cost savings. 

 

7.02 In addition to the basic office space, the serviced office operator may also provide a range of 

additional services to its customers including the use of technology, support functions and 

facilities such as boardrooms and meeting rooms. Centres are often graded on a similar basis 

to hotels depending on the quality of the office space and services provided.  

 

7.03 Although the serviced office market in the UK started in the late 1980s it was only from the 

mid-1990s that it expanded with any degree of rapidity. The UK market, measured at the 

industry standard of around 75-80 sq ft per workstation, was about 110,000 workstations in 

1999, but has reached about 240,000 workstations as at the end of 2007. It is estimated that 

there are now 900 business centres and managed workspace locations across the UK, 

comprising around 0.9% of all commercial office property.  

 

7.04 The expansion in the late 1990s was interrupted by the bursting of the dotcom bubble and the 

consequent slowdown in economic activity between 2001 and 2003. Alongside conventional 

office property the serviced office industry went through a significant downturn in occupational 

demand, especially in London and the South East. This has tested the sector‟s durability in the 

face of falling occupancy levels. Brokers Instant Offices reported that occupancy rates in 

London fell to 76% by late 2003, but had recovered to 84% by the end of 2005. This implied 

24% vacancy rate contrasts with a 12-13% vacancy rate for the office market as a whole in late 

2003, and indicates that business centres have suffered disproportionately from general 

downturns in demand for office floorspace.   

 

7.05 The serviced office sector has been particularly successful at attracting a broad range of 

corporate functions including: 

 

 Headquarters for SMEs 

 Core office space for start-ups and small companies 

 Project teams 

 Overflow space for corporations 

 Disaster Recovery Space 

 One –off requirements (e.g as a result of business trips) 

 

7.06 Some of the main reasons for taking serviced office space as opposed to conventional space 

include meeting requirements for overflow space and project teams and the need to reduce 

fixed costs. The occupation of a serviced office is considered by many occupiers to be a good 

solution to a short term occupation requirement. 
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Figure 33: Reasons for Taking Serviced Office Floorspace 

 
 

7.07 The profile of occupiers attracted to the serviced office sector have tended to be from the 

financial, banking and insurance industries, as well as IT, internet, human resources and 

recruitment sectors. However, the serviced office sector has been successful in attracting a 

more diverse tenant base of late and it is this increase in diversity of business sectors and 

company size which is a particularly positive trend and one that should help ameliorate future 

risk for the sector. 

 

7.08 Serviced offices offer leasing flexibility, which appeals to a wide range of tenants. Thus the 

serviced office capacity in Central London services is a larger market segment than just small 

office occupiers. As the survey evidence above suggests, large companies find the lease 

flexibility offered an attraction as well as small companies do. In other words, serviced offices 

are not an exact substitute for small offices, as it services a larger audience. 

 

7.09 Leasing flexibility is especially important for small businesses as they may outgrow their 

accommodation quite quickly, or contra wise, in periods of falling demand, they may need to 

cut costs quickly, and property costs are usually second only to staff costs in importance.  

Existing conventional office leases lack flexibility in the most straight-forward sense: leases 

cannot be broken and must be occupied to their end (unless premises can be sub-let or 

assigned to another tenant). Serviced office provides this, leases being generally on a licence 

and renew basis, a minimum of a month or three months being the initial term („easy in, easy 

out‟).  

 

7.10 In terms of the most prolific industry sectors taking serviced office space in the West End, MLS 

has reported that the largest three occupier industries are the IT/telecoms, financial services 

and recruitment sectors (part of professional services). MWB has reported that it is the banking 

and finance, business services and consultancy industries which take the most workstations in 

the West End.  

 

7.11 The main reasons that operators (when surveyed by DTZ in 2005) consider drives occupiers to 

lease serviced space is either the reduction of fixed costs (i.e. the rent and service charges 

associated with taking a fixed amount of space for a relatively long period) or meeting the 

needs of project teams. Overflow space and flexibility are also important. Use of serviced 

space for business start-ups, meeting the needs for a particular occupier group (small 

companies), is a significant but not overwhelming reason for occupying serviced floorspace. 
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Figure 34: Serviced Office Tenant Base by Business Sector 

 
 

7.12 The serviced office market is still fairly fragmented, although there are signs that the major 

companies are moving toward a larger market share. The top three companies‟ (Regus, MWB 

and MLS) share, in terms of workstations, rose from 23% to 27% between 2004 and 2006 (the 

last time DTZ examined market share).  MLS has been expanding its centres at a very fast 

rate, and continues to do so, but MWB‟s centres are significantly larger and it now has about 

half the number of workstations that the market leader, Regus, now controls. Some smaller 

companies (having at most half the number of workstations that third-placed MLS has) have 

also expanded their networks: examples include BEG, Stonemartin and Abbey Business 

Centres. 

 

The Serviced Office Market in Westminster 

 

7.13 London‟s share of the serviced office market was always large: in the late 1990s it was 

estimated at nearly 40% of workstations. This has fallen as the market has extended out from 

the major cities, but it still comprises a major slice of the installed capacity. 

 

7.14 Between the beginning of 2000 and October 2007, the total number of workstations in the 

London market trebled, from around 26,000 to 80,000. During the same period, the level of 

demand – the number of occupied workstations - increased from 25,000 to 72,000, which 

represents a growth of nearly 200% over the same period. This comprised strong growth in 

2000, followed by a period of weakness in the downturn of 2001-2003, after which, in 2004 

growth in demand resumed and even caught up somewhat with supply growth, moving to 84% 

of workstations provided in the capital in June 2005. 

 

7.15 According to the latest news from the largest office broker Instant Offices, the London serviced 

office market reached a peak in activity in late 2007, with a record number of openings. But 

occupancy levels have continued to rise, and last October 2007 were at over 90% in central 

London. The occupancy rate is a key indicator of business health in serviced offices, 

comparable to the inverse availability rate in conventional markets.  

 

7.16 To a great extent this pace of change and level of demand has slowed down. In late 2007 

demand was outstripping supply by a wide margin and most new centres were opening having 

pre-sold 50% or more of their available space. This level of activity has ameliorated in the early 

 



 

 

 73 

 

 

 

 

part of 2008, reflecting the general level of economic activity. Plans to open further centres 

have been put on hold while uncertainty about the extent of the slow down continues.  

 

7.17 Following on from the observations about the London market as a whole, it is not surprising to 

find that the serviced office market in Westminster is well supplied: of the 72,000 workstations 

estimated to be present in Central London, Westminster contains around 21,000, or just over 

30%. There are 121 serviced offices, with a floor area of 167,000 sq m (1.8 million sq ft), in the 

city. This figure is a total serviced office floorspace figure; the nature of the serviced office 

market is such that offices taken will be of all sizes. When the size of all serviced office space 

in Westminster is taken as a percentage of total small office floorspace, serviced offices 

represent 17% of total stock. This is a big proportion of small office space and is proving a 

valuable and growing source of space to small office occupiers.  

 

7.18 Of these, 99 totalling 1.5 million sq ft, are in the CAZ, and 31, totalling 464,000 sq ft, are in the 

core Mayfair/St James‟s office market. As the following diagram shows, the quality of space is 

higher as one moves from Westminster as a whole to the CAZ portion of the city, and thence 

to Mayfair/St James‟s. As a proportion of office space serviced offices comprises around 3% of 

total space in Westminster (around 560,000 sq m), and a similar amount in the CAZ, but only 

2% in the Mayfair/St James‟s core. Overall, floorspace is split nearly evenly between Good 

(new or refurbished premises up to 10 years old, or of modern specification) and Poor (the 

remaining older and underspecified stock).   

 

Figure 35: Quality of Serviced Office Floorspace by Area 

 
 

7.19 The measure of building quality used is related to building age and broad specification. It does 

not preclude older buildings lacking modern specifications (especially air conditioning) from 

being refurbished to a high standard internally. This is precisely what Executive Offices do with 

their period buildings in London: the interiors are outfitted to a high standard, especially the 

entrance and reception. Elements which can be changed without affecting the integrity of the 

building, such as wireless broadband, are installed. Thus the quality of serviced office buildings 

is generally higher than their overall classification would suggest.    

 

7.20 As can be seen in Figure 36 below, the geographical location of the identified serviced offices 

is largely within the CAZ, reflecting the existing distribution of offices in the city. The clustering 

of serviced offices in these areas is to be expected; this is where the operators (correctly) 

perceive their market to be; where there will be the highest level of demand, and where the  
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 highest rents could be expected to be achieved. The absence, noted above, of such premises 

outside of the core areas, only underlines that this is aimed at a premium market: one that 

expects to be centrally located. 

 

Figure 36: Location of Serviced Offices in Westminster 

 
 

7.21 In Westminster the dominance of the major groups is much more pronounced: together the 

three largest national groups control 60% of the floorspace, compared to a 2006 national share 

of 30%. But the company with the largest share in Westminster is Executive Offices, while 

Avanta is another significant company which has been expanding recently, and lies in 5
th
 

place.   
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Figure 37: Major Serviced Office Operators in Westminster 

                                                                     

 
 

7.22 Executive Offices is the holding company for a number of up-market brands (Argyll, Corpnex 

and Palladia) ultimately owned by the Morgan Stanley Real Estate Fund. The company has 

concentrated on buying good quality, often listed buildings, in prestige locations in Central 

London. Initially offering conventional serviced office floorspace in an estate wholly freehold, it 

has recently been acquiring leaseholds and also branching out into management contracts and 

joint ventures. In Westminster it has 15 centres totalling 281,000 sq ft and is thus the largest 

serviced office operator in the city.  

 

7.23 So the serviced office industry has grown fast in Westminster and occupies a significant 

amount of floorspace. But to what extent does this substitute for conventional floorspace in 

terms of occupation by small offices? The results from information provided to us from the 

major serviced office operators show is that workstation occupation is overwhelmingly 

occupied by clients taking workstation numbers equivalent to small office occupiers
20

. 

Cumulatively, three of the largest serviced office providers, MWB, Avanta and MLS report 

between 62% and 95% of work stations are in groups of 1-10. See Figure 38 below.   

 

 

 

 

 

 

 

 

 

 

                                                      
20

 In this report companies with between 1 and 25 personnel are regarded as broadly equivalent to small office occupiers.  The logic is 

that on average office occupiers in Central London occupy about 16 sq m (172 sq ft) per person.  This would place the upper limit for small 
occupiers at 16 persons.  However small office occupiers may occupy space moderately, for reasons of economy, and so setting the upper 
limit at 20, or perhaps as much as 25 persons. 
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Figure 38: MWB, Avanta and MLS Client Bases in the West End by Number of Workstations  

 
 

7.24 Of course not all serviced occupier clients of a „small occupier‟ size are self-contained 

companies.  The DTZ survey figures in Figure 33 above indicate that 38% of space is for 

overflow or project teams, implying that these clients are part of larger companies.  What these 

figures highlight is that there is a lot of demand for flexible, small office space, which is being 

met by serviced offices, which in the absence of serviced offices, might well have been met by 

conventional small offices.  Some significant part of this must be by small office occupiers who 

in the past would have taken conventional space. 

 

7.25 In terms of the most prolific industry sectors taking serviced office space, MLS has reported 

that the largest three occupier industries are the IT/telecoms, financial services and 

recruitment sectors. MWB has reported that it is the banking and finance, business services 

and consultancy industries which take the most workstations in the West End.  

 

Conclusions 

 

7.26 The serviced office market in Westminster is well supplied: of the 72,000 workstations 

estimated to be present in Central London, Westminster contains around 21,000, or just over 

30%. There are 121 serviced offices, with a floor area of 167,000 sq m, in the city. This is 

expanding fast: there has been a 38% increase in floorspace since June mid-2005.  When the 

size of all serviced office space in Westminster is taken as a percentage of total small office 

floorspace, serviced offices represent 17% of total stock.  

 

7.27 Of these 121 units 99, totalling 1.5 million sq ft, are in the CAZ, constituting 3% of total 

floorspace, and 31, totalling 464,000 sq ft, are in the core Mayfair/St James‟s office market. 

The quality of space is higher as one moves from Westminster as a whole to the CAZ portion 

of the city, and thence to Mayfair/St James‟s. Overall, floorspace is split nearly evenly between 

Good (new or refurbished premises up to 10 years old, or of modern specification) and Poor 

(the remaining older and underspecified stock).   

 

7.28 In Westminster the dominance of the major groups is much more pronounced: together the 

three largest national groups (Regus, MWB, MLS) plus two local companies (Executive 

Offices, the largest Central London company, and Avanta) control 60% of the floorspace, 

compared to a 2006 national share of 34% for all  five.  
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7.29 Workstation occupation is overwhelmingly occupied by clients taking workstation numbers 

equivalent to small office occupiers.  Cumulatively, three of the largest serviced office 

providers, MWB, Avanta and MLS report between 62% and 95% of work stations are in groups 

of 1-10.   

 

7.30 However, serviced offices offer leasing flexibility, which appeals to a wide range of tenants. 

Thus the serviced office capacity in Central London services is a larger market segment than 

just small office occupiers. As the survey evidence above suggests, large companies find the 

lease flexibility offered an attraction as well as small companies do. In other words, serviced 

offices are not an exact substitute for small offices, as it services a larger audience. 

 

7.24 The serviced office stock is of generally better condition than much of the poorer stock 

occupied by small business premises, and consequently is probably not suitable for occupiers 

more sensitive to costs.  While serviced offices are most cost effective for small groups for 

short periods of time, extended residence at serviced offices can be more expensive than 

conventional offices.  This is a more important factor for small offices as they are, on the 

whole, more price sensitive than larger occupiers.   

 

7.25 In conclusion, serviced offices are evidently meeting a growing need for lease flexibility and 

bundled services in Central London.  Some of this demand comes from small offices, but in the 

absence of occupancy data at this stage we can only assert that a significant but unknown 

amount of the 167,000 sq m (1.8 million sq ft) capacity will be a substitute for existing small 

office demand.   
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8. DEMAND OUTLOOK FOR SMALL BUSINESS ACCOMODATION IN NORTH WEST 

WESTMINSTER 

 

8.01 The Council is particularly concerned with the local area of North West Westminster: it wishes 

to encourage the development of small business premises there in order to help regenerate 

the local economy and provide more opportunities for local employment. Thus this section of 

the study makes observations about the likely future demand for small business 

accommodation (both conventional B1 office and B1c light industrial accommodation) in the 

area.  

 

8.02 The stage of the study looks at the existing B1 stock in area, and the several managed 

workplaces which also exist, and makes assessments in terms of size and quality. As well as 

providing details of certain projects outside North West Westminster which will have a bearing 

on the area, it provides some specific examples of managed workspaces currently 

experiencing high demand. Recent trends in commercial property activity (availability, take-up, 

development) and values (including rents and capital values where available) are examined in 

order to take a property view on the area. From this and from conversations with local agents 

and other interested parties, the anticipated future patterns and levels of demand for small 

premises are projected. 

 

8.03 Given the geographical limitations of the main data sources utilised in this study (EGi does not 

cover areas in North West Westminster in as much detail as it does other areas), it is primarily 

Valuation Office data, information from Focus and Westminster Council‟s own historical 

development data which have been used as this section‟s main information sources. As 

mentioned above, as well as discussions with our internal agents, a handful of local external 

agents have also been canvassed for their views on the current and likely future demand in the 

area. As in previous sections of the study, the data has been collated and cross matched in 

order to aid accuracy. 

 

8.04 When compared with the whole of Westminster, North West Westminster is a comparatively 

small area, defined in part by the presence of the arterial route and commercial Harrow Road 

and the Grand Union Canal. Despite its proximity to major markets (the south of the North 

West is only just above a mile from the West End), this area is categorised as one of the most 

deprived wards in London. Given the wide differences in size and profile of Westminster and 

North West Westminster, it is difficult to make meaningful comparisons in terms of availability 

and activity levels, although this has been attempted where possible.  

 

8.05 Generally, residents outnumber businesses in North West Westminster, but in recent years 

there has been some substantial commercial development in this part of the City, most notably 

in the Paddington Special Policy area, adjacent. In contrast to other much more affluent areas 

of Westminster, the North West is home to both prosperous and disadvantaged 

neighbourhoods in equal measure. Reducing commercial vacancy rates and increasing the 

economic vitality of Church Street and Harrow Road district shopping centres is viewed as a 

key priority of Westminster Council. 
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Stock  

 

8.06 An assessment of the current small office stock in North West Westminster undertaken 

through evaluating the VOA and Focus databases has revealed there to be 848 B1-classified 

occupations in the area, with 72 light industrial small units and 776 small office units. The size 

categories of these offices has been analysed and the results charted below. 

 

Figure 39: Size Categories of Offices in North West Westminster 

 
 

8.07 When the results of the sizes of offices (by number) are plotted, as in Figure 35 above, offices 

within the 151-200 sq m are significantly more numerous than both smaller and larger 

categories. It should be borne in mind that the North West is a vastly different area to say, St 

James‟s or Mayfair and is not defined by small period office buildings. Indeed, the area is not 

defined by any particular type of building and offers an eclectic mix ranging from large newly-

built office buildings through to small offices housed in period buildings located on cobbled 

streets.  

 

8.08 When a similar assessment is undertaken by floorspace, as opposed to the number of offices, 

a similar story emerges, with occupation of offices of the 151-200 size category proving most 

numerous. The results are more pronounced under this assessment and small small office 

stock (0-150 sq m) is in short supply. Given the results of the demand assessment for small 

offices below and the anticipated increase in demand as businesses continue to be priced out 

of the CAZ, this lack of small space is potentially an issue.  

 

8.09 Start-up companies generally require less space than established companies and would 

require space in the smaller size categories. Indeed, agents who primarily represent start-up or 

entrepreneurial SMEs consider a 150 sq m office to be at the larger end of the spectrum for a 

lot of the companies they represent. This lack of small space is catered for to some extent by 

the Workspace Group office complexes referred to below, which offer offices of all different 

sizes, but if demand from these types of companies (and this includes companies that may 

require more space than their current offices in the CAZ allow or which the company itself can 

afford) continues to increase, the relatively small stock of offices within the smaller size 

categories will restrict the amount of space for these companies in the future. 
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Figure 40: Size Categories of Offices in North West Westminster by Floorspace 

 
 

8.10 Light industrial units, which for the purposes of this study include workrooms, workshops and 

garages, comprise 72 entries, or 8.5% of total B1 small stock. Sizes range from 28 sq m to 184 

sq m, with an average size of 98 sq m. As can be seen from Figure 37 below, occupied light 

industrial units within the North West are largely of the size categories 51-100 and 151-200 sq 

m. This is unusual when compared to both the small office results in the North West and the 

results of the whole of Westminster, but it should be borne in mind that light industrial space, 

and the requirements for it, is different to that of small office space.  

 

Figure 41: Size Categories of Light Industrial Space by Floorspace 

 
 

8.11 Comparing these results with the wider all Westminster results the North West occupancy 

sizes are much more defined. Although the assessment of the whole of Westminster also 

shows offices between 151-200 sq m to be most prolific, the other office size categories are 

much more evenly spread. Why this is, is largely to do with the character of the stock of offices 

in the North West area and the profile of the buildings. 
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Availability 

 

8.12 Given the relatively small size of the North West Westminster area and the high proportion of 

residential stock, small office availability levels in the North West are expectedly low. Research 

has only highlighted 11 available small office entries with a total available floorspace of 2,271 

sq m; minimal availability even considering the size of the area. This figure includes small 

office availability within larger buildings but also includes available space in managed 

workspaces. Indeed, given the size of these workspaces and the rolling turnover of occupiers, 

it is these complexes which generally offer the most available stock at any given time. These 

managed workspaces offer occupiers a range of sizes of small offices, and are in many ways 

similar to serviced space.  Some of the largest and most active workspace centres are 

discussed in more detail below. 

 

8.13 The average rent of these available offices is, not surprisingly, substantially below the 

Westminster available office average of £562 per sq m (£52 per sq ft), standing at £306 per sq 

m (28.40 per sq ft).  

 

8.14 Given that the supply of conventional small office space in the area is low, much currently rests 

on space such as Canalot Studios (which is situated just outside the North West Westminster 

boundary) to cater for small to medium sized businesses looking to occupy in the area. 

Canalot Studios is owned and run by Workspace Group and has become somewhat of a hub 

for creative businesses– offering offices of varying sizes to small to medium sized companies. 

 

8.15 The geographical remit of North West Westminster utilised in this study is shown below in 

Figure 38 and includes postcodes (or parts of postcodes) W2 1, W9 3, W2 5, W2 6, W11 3, 

W11 2 and W11 1. These postcodes include areas such as West Kilburn, Maida Hill and 

Westbourne Green. It should be noted that there is a slight difference between Westminster 

Council‟s online definition of North West Westminster and the North West Westminster 

„Enterprise Zone‟ as depicted in Westminster Council‟s Economic Development Strategy 2007-

2010. The latter includes areas such as Paddington Special Policy Area, Paddington BID Area 

and Church Street. This stage of the study does not include these areas and uses Westminster 

Council‟s online definition as depicted below: 
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Figure 42: Geographical Boundary of North West Westminster 

 
 

8.16 An assessment of the character of the current available small office stock has shown it to be 

largely „poor quality‟ second hand stock, although managed workspace or studios such as 

Canalot referred to above generally offer better quality space and are often offer occupiers 

new or refurbished space. There are currently two available new or refurbished offices in 

Beethoven Street and Kilburn Lane, although given the small size of the area this percentage 

of new or refurbished small offices may not be representative of entire stock.  

 

Take-Up 

 

8.17 When compared to the whole of Westminster, the North West has fairly low levels of small 

office activity, with only 99 recorded small office „deals‟ (whether this involves the sale of 

freehold, leasehold or just a letting) with a combined floorspace of 10,370 sq m occurring over 

the past 10 years. Given the length of the time period analysed and the relatively low 

combined amount of floorspace, the North West is not currently an area of either high demand 

or high levels of take-up activity. 

 

8.18 The low levels of take-up can be viewed as being symptomatic of the historical 

unattractiveness of the location for SMEs as well as the overall lack of investment into the 

area. Such small amounts of activity, the cumulative total of which amounts to just over 8% of 

all current small office stock, highlights the area‟s need for economic encouragement. 

 

8.19 It is hoped that an assessment of recent small office development in the North West and a 

comparison with the amount of historic deal activity would indicate whether the past trend of 

inactivity is going to change. If more development is either in the pipeline or currently 

underway, it is expected that the completion of this development would raise activity levels. 
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Workspace Group 

 

8.20 The Workspace Group is active in or around the North West enterprise zone, with several 

studio complexes in existence providing varying sizes of office space to SMEs. Some of the 

largest and most well known studios in the area are profiled below, and by and large cater to 

the creative industries sector. As described above, Workspace is the largest provider of 

serviced space, and it has a firm hold of the London market. It controls an estate of 575,000 sq 

m, comprising 119 estates, with 6,200 tenants. Of its portfolio 78 are business centres, offering 

both office and light industrial space, the remainder being industrial floorspace.  

 

8.21 The Workspace Group has over a hundred business centres to let in Greater London and 

cumulatively houses almost 4000 SMEs. As an important provider of small office space, the 

Workspace Group is considered key to the supply of small offices in the area. As can be seen 

from the weak small office availability levels and deal history above, availability and activity is 

low. The supply of studios by companies such as Workspace Group are important to the 

current stock levels and future supply and although some of the studios profiled below are 

outside of the North West area, they are nevertheless deemed competition to the area and 

have been included so as to give an idea of the offices which are in competition and which 

have a direct bearing on the North West area. 
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Figure 43: Managed Office Studios in or Around North West Westminster 

Canalot Studios – 222 Kensal Road  

 

Indicative Price Range 

£172-322 per sq m 

 

Indicative Unit Size Range 

7-221 sq m 

 

Type of Space 

Offices and Studios 

Grand Union Centre – West Row  

 

Indicative Price Range 

£118 – 215 per sq m 

 

Indicative Unit Size Range 

41-204 sq m 

 

Type of Space 

Light Industrial, Offices and Studios 

 
 

 

Westbourne Studios – 242 Acklam Road 

 

Indicative Unit Size Range 

23-311 sq m 

 

Indicative Price Range 

£355 – 398 sq m 

 

Type of Space 

Offices, Studios, Meeting and Event Space 

 

Great Western Studios – Great Western 

Road  

 

Indicative Unit Size Range 

20-98 sq m 

 

Indicative Price Range 

£108-129 sq m 

 

Type of Space 

Offices and Studios 
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           Could Demand for Small Offices Increase in North West Westminster? 

 

8.22 One possible, and potentially large, segment of future demand for small office space in the 

North West is from those SMEs either priced out of, or, forced out of the more popular and 

expensive areas of the CAZ due to restrictive lease conditions or onerous rent deposit 

requests. Whether the North West will attract these SMEs compared to other fringe areas such 

as Camden Town and Clerkenwell depends on a number of factors. It has been found earlier 

in this study that certain industry sectors are being displaced out of Westminster into 

neighbouring areas, and indeed, within Westminster itself industry sectors are shifting location. 

The media industry for example, once a staple in Soho, has been shown to be generally 

moving north, and it is price which is cited as the main reason. 

 

8.23 Another factor which will indirectly affect future demand for small offices in the North West is 

the success or otherwise of certain developments in or around the North West „Enterprise 

Zone‟. If new developments, such as Portobello Dock, a Derwent London project which will 

open soon, prove to be successful in attracting SMEs and obtain high levels of occupancy then 

this could not only kick-start future projects and demand, but could also draw more amenities 

into the area which would lay foundations for a better future environment.  

 

8.24 The Portobello Dock development offers just over 1000 sq m of offices on the Grand Union 

Canal and is being promoted as a new gateway in W10 to Notting Hill and is less than two 

miles from Paddington. If successful, and if other schemes follow suit and are proved 

successful, then it is possible that over time, those companies on the fringe of the West End 

could be dragged north – which would substantially increase demand. This process would be 

hastened if the major strategic developments such as Kings Cross become fully occupied and 

headline schemes in the Paddington Basin prove successful, which would make space south 

of the North West area at a premium. The opinion from agents is that of the developments 

further out from the CAZ and the potential rival locations to the North West, it is Kings Cross, 

rather than Paddington, which will become more established and its surrounding areas will 

succeed in attracting SMEs before the North West. The areas surrounding Kings Cross have a 

large capacity for cheaper premises, larger than the capacity of the North West and it is 

thought that this will be an area where SMEs displace to first before North West Westminster.   

 

Figure 44: Portobello Dock Buildings North of the Grand Union Canal 
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8.25 Local agents believe that the increase in demand from this segment, attracted by increased 

levels of amenities, better value and an increase in the quality of space not only depends on 

the success the current schemes have in attracting SMEs, but also hinges on maintaining the 

rent differentials between the two markets. As long as the North West continues to offer 

potential SME occupiers significantly cheaper rents and continues to increase the levels of and 

quality of accommodation, then it is thought that it will, in the long run, be considered as a 

viable location . 

 

8.26 The view of the local agents is that even if all these factors come together, it will be several 

years until the area is seen as a real option for those SMEs displaced from the CAZ or looking 

for an alternative. Yes, the area has good transport links and is close to hubs such as 

Paddington, but the unfavourable history the area has and the ingrained nature of the deprived 

areas must be overcome. In order for this area to attract increased demand from SMEs, much 

depends on rental levels in the CAZ, the success or otherwise current local development 

projects have in attracting SMEs and the availability and attractiveness of other viable 

alternatives.  

 

Conclusions 

 

8.27 The successfulness or otherwise of North West Westminster attracting increased levels of 

small office demand hinges on a number of associated factors. As one of the most deprived 

areas of London, it has a long way to go to reach the dizzying heights of other areas. Much 

depends on the success of recent developments in attracting increased levels of small office 

demand and subsequently improving the amenities in the locale. If certain development 

projects prove successful in providing small office accommodation and the local economy 

picks up speed, then heads will turn and demand steadily grow.  

 

8.28 The transport infrastructure in the North West is sound and, in comparison with other areas in 

Westminster, much less congested. Crucially, rental levels are much lower in the North West 

than other areas and this can act both as a inducement to displaced CAZ small office 

occupiers as well as start-up firms. Much also depends on the rental levels and provision of 

small office accommodation in other parts of Westminster too. If rents continue to rise and 

supply remains constrained, then occupiers will be forced to look elsewhere.  

 

8.29 The presence and success of managed workspaces in the North West is largely as a result of 

the industries which occupy them. Media and creative industries are attracted by the „edgy feel‟ 

of the area and it is these industries which dominate occupation of managed office space in 

the area. This provides a basis for future development, if capacity is provided.  At the moment 

it is limited.  But if current development projects succeed in attracting other industries to the 

area, then the demand base will increase and the area‟s credentials improve. 

 

8.30 If current and future schemes prove successful, it is possible that those companies on the 

fringe of the West End could be diverted north – which would substantially increase demand. 

This process would be hastened if the major schemes in the Paddington Basin become fully 

developed out, which would make the area to its north east more attractive. However, the 

opinion from agents is that it is Kings Cross, rather than Paddington, which will become more 

established and its surrounding areas will succeed in attracting SMEs before the North West. 

The areas surrounding Kings Cross have a large capacity for cheaper premises, larger than  
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the capacity of the North West, and it is thought that this will be an area where SMEs displace 

to first before North West Westminster.   
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9 CONCLUSIONS 

 

9.01 This concluding section of the report will not reiterate the informational element in the report, 

but address the specific policy-oriented questions which we have been asked or which have 

arisen, in relation to the Small Office Policy, as the work has progressed.   

 

9.02 Westminster has asked DTZ Research to provide it with a more detailed understanding of the 

existing amount, location and type of small office in Westminster, and to consider a number of 

related questions appertaining to the adequacy of the current supply of small offices and the 

operation of the existing COM 4 policy which attempts to retain Westminster‟s capacity to meet 

the needs of small office occupiers.   

 

9.03 The specific questions are as follows: 

 

 Whether there is any indication of oversupply of small office accommodation in any part of 

Westminster; 

 What impact has the provision of serviced office accommodation had on the supply of 

small office accommodation; 

 How small offices provide accommodation for both established and start-up businesses in 

Westminster; 

 The likely future demand for small offices in North West Westminster. 

 

9.04 The COM 4 policy is justified on two grounds: 

 

1.  By the need to support retention of small offices, especially in Westminster‟s Central Area 

where “small offices are particularly valuable in accommodating....Central London 

activities and supporting activities” such as agents, publishers, and other media-based 

activities”
21

. Para 2.48 goes on to say: “Losses of small offices may result in the loss of 

appropriate Central London Activities and supporting activities which could affect the 

character and functioning of Central London”. 

 

2. The policy also provides an additional, but slightly different rationale for the policy, in para 

2.59 of COM 4: “There is a need to provide suitable accommodation for new enterprises 

and innovation within the heart of the City to retain and add to its vitality and character”.   

 

9.05 The comments which agents and property owners have provided to us with regard to the small 

office policy suggest that it is not viewed in a favourable light by the property industry.  In 

general respondents consider it adds further hindrance to an already difficult development 

process. Specifically, a number of objections have been raised: 

 

 That there is no shortage of small office accommodation and therefore there is no need to 

restrict redevelopment of buildings thought suitable for, or occupied by, small office occupiers. 

 That the growth in the serviced office market has supplemented what is already an adequate 

supply of small offices, and that this further underlines the adequacy of current supply, which 

undermines the need for the current policy. 

 

 

                                                      
21 Westminster UDP, adopted 24 January 2007, Chapter 2, para 2.48 
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 That office demand in Central Westminster (CAZ), a reflection of the success of London‟s 

„world city‟ economy, and requires office redevelopment to improve the stock to meet this 

need.  And that in this context this policy impedes this objective. 

 The attempt to prevent market change (in this case rising rentals and property values as they 

impact small office accommodation) which displaces certain activities as others replace them 

is ultimately pointless, since it does not affect the main factor at work, Westminster‟s own 

success in attracting demand. 

 

 Small offices in Westminster:  Over- or Under- Supplied? 

 

9.06 The study has made a distinction between small office occupiers, companies which occupy 

discrete premises on specific leases, and small office buildings, which can vary in size, only a 

few of which are congruent with either a single or a number of small office occupiers, 

according to the definition fixed by the COM 4 policy.  We interpret Westminster‟s policy here 

to refer to occupiers, and not buildings, and that what policy is attempting to do here is to 

protect small office capacity, not specific buildings, unless the two happen to be identical. 

 

9.07 We would assert that this is the case only where buildings are able to meet this demand and 

nothing else.  That is to say the 1,095 buildings identified in this study as being below 250 sq 

m (2,690 sq ft) in size, which contain 32% of the number of small offices, 432 of which being 

occupied by a sole office occupier.  Buildings larger than this may be occupied by small office 

occupiers, but their population of occupiers will be shifting between small offices and larger 

ones depending on the exigencies of the leasing structure at any point in time.   

 

9.08 This bloc of small office buildings need protection, but as we will have seen, it is not from office 

redevelopment.  The latter, unless it involves a substantial large increase in size, will not 

remove the premises from small office occupation.  But conversion to residential, which is what 

has been the main cause of this loss in recent history, will: and it is their modest size as office 

buildings, but convenient size for conversion to residential promises, which is the main threat 

here.   

 

9.09 Looking at the issue of over or under-capacity, we have found that there is mixed evidence:  

 

 In comparison with the evidence of the 1990 Land Use Survey there are now relatively 

more small office occupiers in terms of floorspace compared to the current total stock; 

 Rents for small offices do not appear to have risen in excess of the general rise in rents in 

recent years, and we would take this to be at least an indication that demand for this 

category of space is not higher than for other categories of floorspace;   

 Both availability and take up levels, given the limitations on how they are calculated, do not 

give unambiguous results and show a small decline in the proportion of small office 

availability since 1995.  However, take-up of small office units has also declined, although 

to some extent this falling demand must have been compensated for, to some degree, by 

the expansion in serviced office capacity; 

 Small business employment growth has been positive, although not as strong as growth in 

overall office-based employment. 

 These indications do not suggest clearly that either over or under-supply are a problem.    

 

9.10 Conditions for small office occupiers do not seem to have worsened over time, in two important 

respects, in recent years: 
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 Average lease length for small offices has been falling, in tune with the wider trend in 

commercial property, in this case from an average of 5.3 years to 4.1 years over the last 4 

years (2003-2007), a quite sharp decline in a short period, and one where availability was 

declining and competition for space was increasing, at least toward the end of the period. 

 

 It appears however that small office rents have not kept up with the rise in prime rents over 

the 2003-2008 period.  This may be taken as an indication of lower demand, as noted above, 

but in a period of declining proportional availability in the less than 250 sq m (2,690 sq ft) size 

band, this seems unlikely.  Alternatively it seems more likely that prime rents have risen faster 

than the rest of the market. 

 

Thus both lease terms and rents have been becoming relatively less onerous for small office 

occupiers in recent years.  

 

The Impact of Serviced Offices 

 

9.11 The 121 serviced offices, totalling 167,000 sq m (1.8 million sq ft) is equivalent to 17% of small 

office occupation in the city. This is expanding fast: there has been a 38% increase in 

floorspace since June 2005.  Does this make a significant contribution to small office capacity, 

bearing in mind the extent to which it evidently serves a demand which is overwhelmingly for 

small groups, whether or not these are self-contained small enterprises? 

 

9.12  The quality of space is higher, especially when one factors in the impact of refurbishment, the 

quality of which is a marketing factor for this sector.  But this comes at a price, and is 

dependent on the length of stay; the longer the occupation of serviced office space, the more 

expensive it becomes. Thus as a long-term solution to small office demands, remembering that 

the average lease length (including break clauses) for a small occupier is new only 4.1 years, it 

is expensive. 

 

9.13 As well as a wide range of office services, serviced offices offer leasing flexibility, which 

appeals to a wide range of tenants. Thus the serviced office capacity in Central London is a 

larger market segment than just small office occupiers. As the survey evidence above 

suggests, large companies find the lease flexibility offered an attraction just as much as small 

companies do. In other words, the serviced office sector is not an exact substitute for small 

offices, as it services a larger audience. 

 

9.14 We have not been able to ascertain with confidence the proportion of small companies which 

occupy serviced office premises.  We do know, however, that workstation occupation is 

overwhelmingly occupied by clients taking workstation numbers equivalent to small office 

occupiers.  Cumulatively, three of the largest serviced office providers in Westminster, MWB, 

Avanta and MLS, report between 62% and 95% of work stations are in groups of 1-10.   

 

9.15 Given the higher quality of building and fit-out it is likely that serviced offices do not serve the 

mass of small office occupiers whose preference is to inhabit modestly priced stock. I.e. if price 

is an issue serviced offices will not provide an answer.  Thus the extent to which serviced 

offices meet the needs of small office occupiers in Westminster is limited; although the 

capacity contribution is likely to be significant, all the more so since the sector has expanded 

significantly in a relatively short period of time, and as observed, coincides with a period of 

declining small office take up of conventional stock.     
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The Provision of Space for Established and Start-Up Businesses 

 

9.16 Current small office capacity seems adequate.  The points made above support the contention 

that there is adequate supply of conventional small office space, with the caveat that price 

pressures seem to be the main reason why companies find it difficult to find suitable space in 

Westminster, especially the centre, in the CAZ. 

 

9.17 The cost issue is the result of the success of London‟s „world city‟ role, attracting not only 

domestic but an increasing and critical amount of international businesses, but also of 

competition for space by that demand.   Compared to the other major Central London office 

markets such as the City, the West End has higher values (rents and yields) and lower levels 

of availability.  The development process is constrained, which results in a stock which both 

grows more slowly than in the City, and produces a smaller proportion of new office space.  

This means that the space produced is of a lower quality, given the constraints refurbishment 

places on specification verses new build (including new behind facade developments).  

 

9.18 However, these features produce a stock which generates higher rents.  This results in higher 

capital values, both as a result of higher rental levels, but also due to the West End‟s lower 

yields (capitalisation rate), which reflects the investor market assessment of overall covenant 

strength and expectations of rental growth in this market.  These high and growing values (on 

the upturn side of the property cycle) attract investment, and planning constraints apart, would 

be expected to produce redevelopment to upgrade the quality of premises and expand the 

stock.  This is not happening to a degree sufficient to meet demand, so the resulting market 

competition for space in the face of high demand rents are significantly higher than they are in 

the City.  

          

9.19 The importance of these features for the small office market is two-fold: 

 

 The relatively low level of regeneration of stock means that small office occupiers who are 

sensitive to price (the majority) have a greater choice of stock, since it is being renewed at a 

slower rate than in the City; 

 But this is outweighed by the higher rents which have to be paid, and which in an expanding 

market are growing at a faster rate than on the West End fringes, or in other major markets in 

Central London. 

 

The conclusion is that it is cost, not capacity, which is at issue in the West End, that this is the 

result of the success of the office market, and that a policy of protecting capacity on its own 

will not address this issue. 

 

9.20 Is there any evidence that start-up companies in particular cannot find suitable premises in 

Westminster? Section 6 above looked at evidence of business start-up rates for Westminster 

and adjoining boroughs to see if performance within the city, and its performance compared 

with surrounding boroughs (to indicate any evidence of displacement of activity) was 

deteriorating.  It concluded that there was no solid evidence to suggest this, and that as a 

result in general terms Westminster does not have a problem in this regard.   

 

9.21  However, the high and growing level of deregistration in Westminster, combined with the 

disquiet expressed by the Creative Industries report may suggest that the Council should 

consider encouraging alternative forms of accommodation in order to retain start-up capacity  
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 for specific industries in Westminster.  The review of these forms in section 6 notes that there 

are no effective examples within the city, with the exception of premises in North West 

Westminster.   

 

9.22  Would retention of small office capacity, the objective of the policy under review, change this 

situation? We have argued above that there is not a significant capacity issue as regards small 

offices per se. But to the extent that that demand is outstripping supply, and the latter‟s 

expansion/improvement is subject to the constraints of planning policy and competing uses, 

the result is a rise in price.   

 

9.23 The LDA report on SMEs regarded this process of „pricing out‟ not as market failure, but the 

result of competition for limited space, natural in the central area, and an indication of the 

degree of success in Westminster‟s local economy.  But another sort of market failure was 

constituted by the existence of specific reasons why firms should have access to more, 

different or better space than they are willing and able to pay for.  The study has looked at 

evidence of business start-up rates for Westminster and adjoining boroughs to see if 

performance within the city, and its performance compared with surrounding boroughs (to 

indicate any evidence of displacement of activity) has been deteriorating.  We conclude that 

there is no solid evidence to suggest this.   

 

9.24 Nevertheless, in order to retain “the capacity to provide suitable accommodation for new 

enterprises and innovation within the heart of the City” (COM 4), in particular for the „Creative 

Industries‟, provision could be made for incubators or managed workspace.  But this would 

need to be explicitly for such „start-up‟ companies, and would need to be funded on a non-

market basis.  Only in this way would policy be able to be distinguished between supporting 

growth industries, and subsidising mature sectors which would be better located in more 

affordable locations.   

 

           Demand Potential in North West Westminster 

 

9.25 Migration of firms from the CAZ due to insufficient capacity seems inevitable.  The thrust of this 

study is that while capacity for small office occupiers in the CAZ area is apparently 

constrained, there is increased competition for space generally, and that this has resulted in 

higher rents.  Furthermore this appears to be a long term trend.  As a result, firms which 

cannot afford to be in the centre have migrated toward less expensive areas.  In Westminster 

the supply of small offices outside the CAZ is limited, with the exception of East Marylebone.  

And in most other areas residential development dominates. 

 

9.26 North West Westminster, as one of the more deprived areas of London, has relatively low 

commercial values, and offers the opportunity to provide low cost space which migrating 

companies would appreciate.  It would allow the city to compete with locations such as 

Clerkenwell and Camden, which are competitors for media and IT-oriented occupiers which 

now find Central London too expensive.  Much will depend on the success of recent 

developments in attracting increased levels of small office demand and subsequently 

improving the amenities in the locale. If certain development projects prove successful in 

providing small office accommodation and the local economy picks up speed, then heads will 

turn and demand steadily grow.  
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9.27 The presence and success of managed workspaces in the North West is a sign of the potential 

demand from the industries which occupy them. Media and creative industries are attracted by 

the „edgy feel‟ of the area and it is these industries which dominate occupation of managed 

office space in the North West. This provides a basis for future development, if capacity is 

provided.  At the moment it is limited.  But if current development projects succeed in attracting 

other industries to the area, then the demand base will increase and the area‟s credentials 

improve. 

 

          Policy COM 4 and the Development of Office Stock in Westminster 

 

9.28 This report concludes that there is no intrinsic shortage of small office capacity in Westminster, 

and that further the building life cycle continually produces such stock, just as obsolete stock is 

recycled out of small office use into redeveloped premises, which are not, for the most part, 

occupied by small office occupiers.  What implication has this for policy COM 4?   

 

9.29 In COM 4 it is stated that in Westminster‟s Central Area “small offices are particularly valuable 

in accommodating....Central London activities and supporting activities” such as agents, 

publishers, and other media-based activities”
22

. Para 2.48 goes on to say that “losses of small 

offices may result in the loss of appropriate Central London Activities and supporting activities 

which could affect the character and functioning of Central London”.    

 

9.30 While the CAZ is in policy terms the main area for business in Westminster, if demand is too 

great it can move to other adjacent areas under less pressure.  This will probably be outside 

the city boundaries, but this in no way detract from ability to contribute to the Central London 

economy in the wider sense.   After all, if small office capacity, whether in terms of size, lease 

terms or quality, is more easily secured outside the city, this will be a by-product of 

Westminster‟s own success in attracting office demand.    

 

9.31 Price is the major factor removing companies from the CAZ.  This is a result of the competition 

over insufficient capacity for the demand levels which now pertain in Central London for office 

space.  The particularly high levels of rent in the West End/CAZ are thus the result of overall 

limited supply, not just for space appropriate for small offices.  This stems from the limited 

growth in office stock in the West End in particular.  The degree to which COM 4 adds further 

restrictions to this process will be an exacerbating factor here, supporting the upward trend in 

rents, and thus adding to pressures on occupiers sensitive to cost. 

 

9.32 It is with regard to buildings below 250 sq m (2,690 sq ft) in size, which currently account for 

32% of small offices, the policy seems most relevant.  Prevention of site amalgamation, or 

substantial enlargement, such as would mean that it could be leased to larger occupiers, will 

retain it within the small office occupier arena. Prevention of conversion to other uses is surely 

the subject of different planning policies, but would be essential for achieving the aim of 

protecting these buildings from being lost to office use. 

 

 

 

 

 

                                                      
22
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10. RECOMMENDATIONS 
 
 Introduction 
 
10.1 Whilst the main findings of this report have shown no structural shortage of small offices in 

Westminster, it has highlighted certain issues which may have a material impact on the 
market in the future. It is not the intention of this section of the report to provide Westminster 
City Council with actual policy, but to provide recommendations on how future policy could be 
shaped. It may, in fact, be the case that some recommendations are very difficult to practically 
implement. From a policy perspective, there are geographic areas and specific business 
clusters which may warrant different or more clearly defined policy protection than the current 
Policy COM 4 affords.   

 
 Policy COM 4 
 
 Issue 
 
10.2 The quantitative research has shown there to be an adequate supply of small offices in 

Westminster. However, looking to the future, rental values in the borough (particularly within 
the CAZ) have reached prohibitively high levels for some and conversion to residential use 
has proved to be a large threat to future supply. Property market commentators, most 
specifically property developers, have expressed concern over the current effectiveness of 
the Policy and have deemed it antiquated and unnecessary.  

 
 The provision of small offices are part of the natural life cycle of a building and Policy COM 4 

may be an exacerbating pressure in supporting the upward trend of high rents, in particular 
putting pressure on price-sensitive occupiers in the CAZ. It has therefore not been shown to 
be an effective way of achieving the objective of maintaining small office capacity. 

 
 Recommendation 1 
 
10.3 The City Council should consider removing the protection of small offices as set out in 

Policy COM 4 (A) (CAZ/West End) and COM (B) (North West Westminster). 
 
 Issue 
 
10.4 If Policy COM 4 is removed, does the small office market need any form of future policy 

protection? Is a different form of protection – perhaps a more well-defined policy, potentially 
more effective in the future protection of small offices? It is accepted that small offices do add 
to the character and vitality of an area and provide valuable space to start-up companies, 
and, whilst the current supply of them is not a problem, this is not to say that the future supply 
might be.  

 
 Recommendation 2 
 
10.5 If the City Council decides to continue with a policy of protecting small offices, any 

policy approach should have clearly defined boundaries and applicability.  Examples of 
ways in which future policy could be tailored include the following: 

 

 As offices under 1,000 sq m provide 56% of the current small occupier floorspace they 
could thus warrant special protection from amalgamation where policy intervention is 
possible. It is feasible that special protection could be afforded to those areas with the 
highest density of start-up companies or where the small offices particularly add to the 
character and function of the area – Soho, St James‟s etc.  
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 The implementation of a policy which would prevent conversion to other uses, in 
particular to residential accommodation, is essential for achieving the protection of 
small office buildings (i.e. less than 250 sq m) from being lost. 

 A reduction in the definition of ‘a small office’ from the current 250 sq m to 150 sq m / 
200 sq m. This would be more in line with property commentators‟ views of what constitutes a 
„small office‟ and would restrict the policy coverage. It would also help differentiate between 
those legitimate start-up companies (which generally take space in smaller units) and the 
small mature companies.   

 
 Start-ups/Creative Industries 
 
 Issue 
 
10.6 When compared to neighbouring boroughs, Westminster has a healthy rate of start-up 

companies. Small offices provide valuable space to new and emerging companies and the 
recognition of industry clusters together with the provision of encouragement to the start-up 
companies in them would help to regenerate the economy and increase local employment 
levels. What the current Policy COM 4 does not address is the issue of rising cost and the 
pricing out of certain types of companies which cannot afford to be there – often companies 
which Westminster City Council would like to protect. Companies in the creative industries 
sector have been shown to be an important occupying sector of small offices and materially 
add to the character and function of the areas they occupy. A number of price-sensitive 
companies in this sector have been shown to be migrating to locations outside of 
Westminster.  

  
 Recommendation 3  
 
10.7 The Council should consider encouraging alternative forms of accommodation for 

specific industries in Westminster. Depending on which business sectors the City 
Council wishes to protect, industries such as the creative industries sector could be 
encouraged by the provision of incubators or managed workspaces for start-up 
companies. Given its low commercial values and growing stature, North West 
Westminster could provide the ideal location for these alternative forms of 
accommodation.   

 
 Issue 
 
10.8 The research has shown that there are clearly defined small office occupying business 

clusters in Westminster. These clusters arise through historic affiliations, and for reasons 
such as proximity to industry bodies and access to skilled workforces. The protection of these 
clusters is deemed important to the preservation of the current character and function of the 
individual areas and the retention of start-up capacity for the industries in question. 

 
 Recommendation 4 
 
10.9 In order to protect the main business clusters, it is recommended that the main 

occupying sectors are recognised and encouraged. The provision of, for example, 
start-up media company incubators or managed workspaces in Soho, would help 
prevent firms being forced out by price pressures to other boroughs and help maintain 
business clusters. The securing, perhaps through S.106 agreements, of small office 
space for media companies/start-up media companies (or whatever industry is thought 
best to protect) in the CAZ could be an effective way of protecting these clusters. 
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 North West Westminster 
 
 Issue 
 
10.10 Whilst not currently housing many small offices and despite being one of the most deprived 

areas in London, the North West has the potential to provide valuable small office space. The 
CAZ is home to the overwhelming majority of small offices and the North West home to very 
few. It therefore has the potential to add to the future supply and could, in time and with the 
right encouragement, become a viable small office breeding ground.  

 
 Recommendation 5 
 
10.11 Given the shortage of small office stock in North West Westminster there is a case for 

pursuing a more encouraging policy in this location to try to attract smaller business 
units. This could be through a more lenient policy approach to planning applications or 
through the encouragement and creation of managed workspaces. It could also be 
through more indirect methods such as providing investment for small and new 
business infrastructure and for encouraging economic regeneration. 

 
 
 Serviced Offices 
 
 Issue 
 
10.12 The growth in the serviced office market has provided a supplementary stream of small office 

supply in Westminster. Serviced offices offer leasing flexibility and this study has found that 
workstation occupation is overwhelmingly occupied by clients taking workstation numbers 
equivalent to small office occupiers. Serviced offices are not however an exact substitute for 
small offices as they service a much larger audience and are probably not suitable for 
occupiers more sensitive to cost.  

 
 Recommendation 6 
 
10.13 The continued provision of serviced offices is an important component of the future 

accommodation of small office occupiers. As such, it is recommended that the current 
serviced office stock, together with the development of future serviced offices should 
be encouraged and protected. Serviced offices provide valuable space for start-up 
companies and where possible, the planning process should protect and encourage 
the provision of serviced office space.  



 

 

 


