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INTRODUCTION AND SUMMARY

Context
The Central London Prospectus was published in October 2010 by Central London Forward (CLF). It presented a matrix of twelve topics grouped into three sections – economy, environment and population, as follows:  

	ECONOMY
	ENVIRONMENT
	POPULATION

	1   BUSINESS
	5   PLACE
	9   PEOPLE

	2   SECTORS 
	6   MOVEMENT
	10 WORK

	3   GEOGRAPHIES
	7   DEVELOPMENT
	11 EDUCATION

	4   OUTLOOK
	8   SUSTAINABILITY
	12 PROSPECTS


This paper is one of twelve prepared to inform the prospectus. A draft was circulated in May 2010. This revised version takes account of comments received over the summer from CLF member authorities, the GLA and others, and incorporates key announcements and data released between May and August 2010.
The twelve papers and the prospectus together make up the Central London Economic Assessment (CLEA). They describe the situation in May 2010, against the background of the UK economy returning to uncertain growth after eighteen months of falling GDP and the prospect of severe cuts in public spending. The May general election resulted in a coalition government taking over from Labour, and local elections in a change of political control in several boroughs. 
Underpinning the papers are statistical tables, showing data at local authority level and for the Central London sub-region, the Rest of London and All London. 

The Central London Prospectus (amended final version), topic papers and data sets are all available on the Central London Forward website: www.centrallondonforward.gov.uk.
Sources

Key sources, abbreviated in footnotes, are listed as an appendix to this paper. Other references are given in full. A schedule of frequently-used publications in the preparation of the Central London Economic Assessment can be found in the prospectus.
Definitions
In the text, Central London with a capital ‘C’ refers to the sub-region of London. This area includes seven of London’s thirty three local authorities: Camden, City of London, Islington, Kensington and Chelsea, Lambeth, Southwark and City of Westminster. References to these boroughs/local authorities are highlighted in the text. Central London Forward, the partnership which provides a voice for Central London, is led by the seven local authorities.

The City is used both as a brand name for international wholesale financial services in the UK and to refer to the physical concentration of markets and businesses within the Square Mile of the City of London. The extent of the various geographical areas referred to in the CLEA are shown in Maps 1 to 5 in the prospectus, and described in paper 3, Geographies (Figure 3.1). 

Summary
The next page provides a one-page summary of this paper and concludes with three challenges. The summaries of all 12 topic papers are included in the Central London Prospectus.
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	DEVELOPMENT – Central London’s Environment, May 2010      

	Infrastructure  Between 2006 and 2009, UK spending increased by 28% on three main types of project: schools and hospitals, utility networks and transport. Commitments mean that spending will grow by a further 30% by 2013. Over the next five years, the most active sectors are expected to be rail, waste and water, including Crossrail and the start of the £2.2bn Thames Tideway Tunnel (drainage). An upgrade of the City of London’s electricity supply network is required over the next five years. Apart from the tarnished Public Private Partnership model, potential funding mechanisms include Business Rate supplements, tax increment financing, the Community Infrastructure Levy and the proposed green infrastructure bank.

Planning framework  In the draft replacement London Plan, the GLA estimates that a total of 148,500 jobs and 32,000 homes could be provided in 12 locations within the CAZ. Sites with most employment potential (25,000+ jobs each) are Bishopsgate/South Shoreditch, London Bridge/Bankside and King’s Cross. Within Inner London but outside the CAZ another 15 areas have a combined capacity of 214,100 jobs and 105,000 homes, including Earls Court & West Kensington (7,000 jobs). The site with most residential capacity is Vauxhall/Nine Elms/Battersea (10,000 homes). Central London authorities are now preparing local development frameworks (LDFs) for their areas, which have to conform to The London Plan. All seven expect to have their ‘core strategies’ adopted by 2011.  

Commercial  In 2009 the volume of office starts in the centre of London fell by 45% to 200,000 sq m (net lettable) across 35 developments, comparable to the record low of 1992. Over a third of floorspace will be located in the City of London in 17 schemes, a quarter in the West End in 13 schemes, and another 25% in the Shard tower in Southwark. No new offices started in the City between October 2009 and March 2010, the first six-month hiatus since 1996. In January 2010, office rents in both the City and the West End showed a monthly increase for the first time since April 2008. By March, demand for City office space was at a ten-year high, as larger occupiers realised that there was limited ‘grade A’ space available and nothing in the City’s pipeline beyond 2012. In April, agents were reporting a return of the pre-let market. Despite the lack of bank finance for speculative development, work had restarted on 30 schemes of over £50m across London, collectively worth £4.2bn. London remains the most popular location in Europe for property investment. Sales revived in the second half of 2009, with overseas investors attracted by improving yields and sterling’s depreciation. London is also Europe’s most active city, after Berlin, for hotel development.
Residential and community  Private housing starts in London were down by 18% to 10,760 in the year to March 2010, and the Mayor’s target of providing 50,000 affordable new homes by March 2011 has been put back a year. Over the three years to March 2009, Central London supplied 18,388 new homes. Islington (6,028) and Southwark (4,292) made the largest contributions, enabling the sub-region to exceed its three-year target by 30%. In 2008/9, 2,020 new homes in Central London (28% of total) were ‘affordable’, of which 60% were ‘social’ (for rent) and 40% ‘intermediate’ (typically, shared ownership). So far, most new, mixed-tenure developments have occurred in areas with large amounts of existing social housing. One way to reduce resident resistance to affordable housing would be to improve the quality of its design and appearance, as promoted by CABE and the Mayor. Up to 30% of London’s planned private sale schemes are expected to start on site in 2010, with many dependent on the involvement of housing associations. Most major regeneration projects have significant housing components, or are housing led, including King’s Cross, Elephant & Castle and Chelsea Barracks. Several investor groups are showing interest in the Treasury’s private renting finance initiative. 


	7
	Development – Challenges for Central London

	7.1
	Providing the infrastructures, environments, utilities and communications-support systems required and expected by the footloose international business community

	7.2
	Ensuring that the office and retail environments of the City, West End and South Bank remain first class by international standards

	7.3
	Maintaining the supply of new housing, where necessary by using public sector and RSL investments and assets to share development risks with developers and institutional investors 


1. INFRASTRUCTURE
i) Investment

Between 2002 and 2004 annual spending on UK infrastructure fell in real terms by 34 per cent. 
Since 2006, however, spending has increased by 28 per cent and, according to Construction Products Association forecasts, will grow by a further 30 per cent in the period to 2013, at which point it could account for 18 per cent of new-build work. Over the next five years, the most active sectors are expected to be rail, waste and water, with a major reduction in roads spending likely after 2011.
 
	Box 7-A  


Investment in London’s infrastructure (October 2009)

‘London is currently witnessing perhaps the greatest scale of investment since the Victorian age. The largest programmes will total well over £40 billion over the next decade. They include Crossrail and other major transport schemes, housing and regeneration, the 2012 Olympic and Paralympic Games, the £2.5 billion redevelopment of the King’s Cross area, public realm improvements, the building of the £2.5 billion Thames Tideway sewer, the renewal of the West End, and improvements being made to the capital’s information and communications technology and energy and waste infrastructure. There are also large numbers of small investments across London that cumulatively will make a vast difference to the city’s economic efficiency and to Londoners’ quality of life.’

Source:  Rising to the Challenge: Mayor’s draft economic development strategy. Para 5.4. GLA, October 2009.



Infrastructure fund investment rose from 0.1 per cent of private equity funds raised in 2000 to around 7 per cent in 2007. There were three main types of project: 
· building and management of schools and hospitals – typically backed by government, they provide fixed income over a long period 

· projects that cover the development and management of utility networks such as electricity grid systems or waterworks – provide slightly less secure income but are still secure as utilities are regulated 

· airports or toll roads – provide variable income streams which are often linked to GDP and so are much higher risk.
 

There is a pressing requirement to update London’s infrastructure to meet ambitious carbon emissions targets.
Utilities

It is predicted that the country’s energy network will struggle to meet demand from 2016 onward. In London, concern focuses on the ability of the infrastructure of the utilities in the central business district to cope with existing requirements for services, including water, power and telecommunications. Demands will increase with the forecast residential and commercial development over the next ten years and the needs of businesses and others must be established and anticipated.

Information and Communications Technology (ICT)

The Big Bang of the mid 1980s showed the importance of new technology in sustaining   London’s competitive position as a global city,
 and continuous technological developments remain essential if London is to stay ahead. The power of the digital economy and the convergence of telecoms, IT and media technologies must be harnessed to create better ways and wider opportunities for businesses to expand their activities.

In mid 2009 the GLA held a round-table discussion with customers and EDF (as the major supplier in London) to discuss the issues to ensure that the infrastructure necessary to support the city’s financial services sector can be delivered, in particular that its electricity supply is sufficient for energy-intensive uses and that land use planning takes account of the need to provide space for data centres to support the long-term growth of the sector. 
In late 2008 the City of London Corporation appointed consultants to carry out interviews and research to assess ICT infrastructure and future requirements in the Square Mile. 
Most respondents believed that the ICT infrastructure in the City was ‘as good as anywhere in the world’ and above the necessary threshold to maintain the attractiveness of the City to the financial services sector. The City was found to have sufficient depth of network connectivity and enough data centre providers to offer network resilience and security to businesses in the City and to accommodate future demand.
 

Some respondents raised concerns over the availability of power supplies in relation to the building of new data centres. The City has undertaken to engage with EDF Energy, the main player, and the regulator (Ofgem) to ensure sufficient investment is made to upgrade the City’s electricity supply network in the period 2010 to 2015. The City has also undertaken to encourage Ofgem to take a clearer view on harmonisation of fixed-line standards across Europe. An important finding was that SMEs, who often use standard retail ICT services, would benefit from enhanced services and infrastructure secured through service-level agreements. 

Water and sewers

Major programmes are under way to renew Central London’s services, including replacement of Victorian water mains, gas mains and sewers. These are essential and welcome but disruptive, adding in the short term to traffic and pedestrian congestion on the city’s streets. 

The regulator, Ofwat, has determined an interim award to water companies in England and Wales of a £21 billion programme of capital works for the period 2010 to 2015. While the programme is large, most of the works will be small scale and focused on leak reduction and metering. 
The largest project is the Thames Tideway Tunnel, worth around £2.2 billion at 2009 prices. The initial £400 million phase will reduce storm water-related sewage overflows in the Lea Valley and should be completed in 2014. A seven-kilometre tunnel will run between Abbey Mills pumping station and the Beckton sewage treatment works in East London. It is one of two channels to be built by Thames Water to reduce the amount of untreated waste overflowing from London’s Victorian sewers into the Thames and Lee. The work is required to bring the UK up to the standard required by the European Urban Waste Treatment directive. 
Work on site was expected to start in spring 2010.
 The bulk of the expenditure, which is related to a 32 kilometre tunnel under the Thames from West London to Becton, will take place between 2015 and 2020.
 
In August 2009 the GLA published The Mayor's draft water strategy: draft for public consultation, and accompanying reports, containing measures to secure London's future water supplies and provide sufficient waste-water treatment facilities, in the face of population growth, climate change, and ageing infrastructure. The draft strategy was developed with the Environment Agency and Thames Water and includes proposals for reducing waste, improving Thames water quality, producing energy from sewage, improving efficiency in homes, installing water meters in every home and raising public awareness. 

ii) Future funding 
In the UK, infrastructure lending is considered a safe debt proposition and carefully thought-through, well-structured projects will continue to attract finance.
 Even though some banks have opted out of infrastructure in the short term, they are likely to re-enter the market. The European Investment Bank increasingly plays a role in transactions. The government wants institutional investors, who currently account for a tiny percentage of the market, to become more active, including pension and insurance money.
 
In his pre-Budget statement in December 2009, Chancellor Alistair Darling announced the creation of Infrastructure UK through the merging of different bodies within the Treasury’s Public Finance Initiative (PFI) team. The new organisation has been charged with plotting a 40-year course for the country’s infrastructure. In his spring 2010 budget, the Chancellor announced the setting-up of a government-backed ‘green infrastructure bank’. (See paper 8, Sustainability.)
Community Infrastructure Levy

Arrangements for the Community Infrastructure Levy (CIL) came into force on 6 April 2010, allowing Councils to raise funds from developers to help build infrastructure such as schools, hospitals and roads. From 2014 monies from section 106 agreements between councils and developers may be used only to fund obligations such as affordable housing or highways work around the site, where it is shown to be necessary, directly related to the scheme in question, and to be ‘fair and reasonable’. Councils will be able to raise money for planning obligations such as education or health provision only through the CIL.
  
Following lobbying from the development industry, the final regulations clarified that developers would not be double charged, once through CIL and again through a section 106 agreement; councils will be able to borrow against future CIL receipts, with the permission of the Secretary of State. CIL will be charged on net additional floor space, rather than the gross floor space of a new development; the payment period for developers to pay has been extended form 28 to 60 days; most types of affordable housing will now be exempt from CIL charges.
  

The Conservatives promised that, if elected, they would both scale back section 106 contributions and replace the community infrastructure levy.
 Many local authorities were waiting until after the election before deciding whether or not to introduce the levy. 
In its response to the draft replacement London Plan, London Councils said that the Mayor should plan for lower-than-expected growth and a clear statement of the funding strategy to underpin delivery and a programme for the replacement of strategic infrastructure. London First, representing businesses, has called for clearer priorities in relation to planning obligations.
 The Mayor has undertaken to set out CIL arrangements to apply in London.
2. PLANNING FRAMEWORK

i) National 

The Planning Act 2008 introduced a new planning system for applications to build nationally significant infrastructure facilities in England and Wales. The new system covers applications for major energy generation, railways, ports, major roads, airports and water and waste infrastructure. 
Under the new system, national policy on infrastructure will be set out in a series of National Policy Statements (NPS). A new independent body, the Infrastructure Planning Commission (IPC), will examine and decide applications for new infrastructure development, using the criteria on national need, benefits and impacts set out in the NPS, and considering evidence supplied on potential local effects.
The first five NPSs related to energy matters, the sixth to ports. Public consultation on these closed in February 2010. The NPS for roads and rail will be agreed with the DfT during 2010. An NPS for aviation will follow in 2011. 

The IPC, introduced by the government in 2009, was expected to have a fundamental role in pushing forward difficult planning issues associated with transport investment, avoiding extended planning processes such as those for High Speed 1, which took over five years. 
The Conservative Party published a green paper on Planning in February 2010. A Conservative government would support NPSs but replace the IPC by a body more directly accountable through an elected membership.
 
ii) The London Plan 

The London Plan is the Mayor’s spatial plan for London and was first published in February 2004. A revised version was republished in February 2008, consolidated with the alterations made to it since 2004. This is the version that is currently in force. A full review of the plan is under way. A draft replacement London Plan was published for consultation in October 2009. (Figure 7.1) An examination in public will take place in June 2010, with publication of the revised plan scheduled for late 2011. 

Under the provisions of the Greater London Act 2007 the Mayor of London was given new planning and housing powers. Since April 2008, he has been able to determine planning applications of strategic importance for London, while in February 2010 the Mayor’s housing strategy was published, setting out investment and other priorities.
 The Act also placed on the Mayor new duties to address climate change (see paper 8, Sustainability) and reduce health inequalities (see paper 12, Prospects).
Figure 7.1  
Draft replacement London Plan: Key Diagram (October 2009)
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Source:  draft replacement London Plan, Map 2B.2. GLA, October 2009.
The spatial framework for Central London is multi-layered and complex, with many agencies having a statutory interest, including the Mayor, the GLA, the boroughs and the Housing and Communities Agency (HCA).
In the draft replacement London Plan the Mayor has proposed changes to the sub-regional boundaries of London to restore the configuration of a central and four outer sub-regions, instead of five wedge-shaped areas with the central areas of London dispersed across them. (See Figure 7.1.) This paper, and the other eleven which make up the Central London Economic Assessment, covers the seven local authority areas which will comprise the new sub-region. (See Figure 3.2 in paper 3, Geographies.)
Opportunity Areas
The London Plan identifies locations for development, in particular Opportunity Areas and Areas for Intensification. It is in these areas that much of the anticipated increase in London’s population and employment will be accommodated. 
The GLA co-ordinates with the relevant council the preparation of a Planning Framework to guide development within each Opportunity Area.
Central Activities Zone (CAZ)

There are nine Opportunity Areas in the CAZ, and two Areas for Intensification. Figure 7.2 shows in which local authority area(s) they are located.   
The GLA estimates that a total of 143,500 jobs and 31,000 homes could be provided in eleven locations within the Central Activities Zone. 
From a jobs perspective, the most important are Bishopsgate/South Shoreditch, London Bridge/Bankside and King’s Cross (potentially 25,000 or more jobs each), followed by Vauxhall/ Nine Elms/Battersea and Waterloo (15,000 jobs each). Elephant & Castle, Holborn, Tottenham Court Road, Farringdon/Smithfield and Euston each have potential for 5,000 or fewer jobs. The sites with potential for most new homes are Vauxhall/Nine Elms/Battersea (10,000) and Bishopsgate/South Shoreditch (7,000).
Figure 7.2  
Opportunity/Intensification Areas within the Central Activities Zone 

	LP

No.
	
	Location within CAZ
(local authority area) 
	Area (ha)
	Indicative employment capacity 
	Minimum new

homes 

	
	
	
	
	
	

	
	Opportunity Areas
	
	
	
	

	3
	City Fringe (Bishopsgate/ South Shoreditch) 
	City of London/ Hackney/Tower Hamlets
	518
	40,000
	7,000

	9
	Elephant & Castle
	Southwark
	88
	5,000
	4,000

	10
	Euston
	Camden
	16
	5,000
	1,000

	16
	King’s Cross
	Camden/Islington
	53
	25,000
	1,900

	18
	London Bridge & Bankside
	Southwark
	187
	25,000
	1,900

	21
	Paddington
	Westminster
	38
	5,000
	1,000

	26
	Tottenham Court Road
	Camden/Westminster
	19
	5,000
	600

	28
	Vauxhall, Nine Elms, Battersea
	Lambeth/Wandsworth
	228 
	15,000
	10,000

	29
	Victoria
	Westminster
	54
	4,000
	1,500

	30
	Waterloo
	Lambeth
	106
	15,000
	1,900

	
	
	
	
	
	

	
	Areas for Intensification
	
	
	
	

	36
	Farringdon / Smithfield
	City of London/Islington
	25
	2,500
	1,000

	39
	Holborn
	Camden
	13
	2,000
	200

	
	
	
	
	
	

	
	TOTAL
	
	1,345
	148,500
	32,000


Source:  Draft replacement London Plan. GLA, October 2009.
Progress in individual areas to April 2010 was as follows:

City Fringe (Bishopsgate/South Shoreditch)   Public consultation on a Planning Framework was undertaken in February 2008. The City of London, Hackney, Tower Hamlets and the GLA are redrafting the framework in the light of the City’s and boroughs’ progress with their Local Development Frameworks (see section 2 (iii) below).

Elephant   The Planning Framework has been adopted as Supplementary Planning Guidance (SPG) by Southwark. There are four major redevelopment schemes in the area with planning consent, some with outstanding transport issues.
 TfL is undertaking traffic modelling. 
Developer Lend Lease and Southwark council have set a June 2010 deadline for completion of the long-awaited regeneration agreement for Elephant & Castle, after concluding 95 per cent of the legal drafting. Discussions continue about phasing of the project.
 
Euston   Camden has produced a draft planning brief. Interested parties include Network Rail and Transport for London. The mainline station is a potential location for the London terminus of High Speed 2,
 which could unlock the plans for redevelopment.
King’s Cross   Planning permission has been granted for a £2 billion development of redundant railway and canal lands to the north of King’s Cross, which fall within both Camden and Islington.
 Plans allow for 4.3 million sq ft of offices and 2,000 homes, of which 44 per cent will be affordable, plus accommodation for 650 students. The Great Northern Hotel will be restored with 93 bedrooms. The King’s Cross Central Limited Partnership (KCCLP) will build up to 284 affordable homes over the next five years, funded by a £42 million package from the HCA. The homes will be built alongside private-sale housing and will be sold to One Housing Group.
 KCCLP have agreed a further £500 million investment to be spent principally on the completion of the public areas on the site known as The Boulevard, Transit Shed and Granary Square – a new public space the size of Trafalgar Square. The Partnership will also build a bespoke 120,000 sq ft headquarters for Camden Council, subject to formal agreement.
 Central St Martin’s (art college) will occupy the former Granary Building and the eastern transit shed.  
London Bridge and Bankside   Joint working continues between Southwark and the GLA on the London Bridge Supplementary Planning Document (SPD), including modelling of tall buildings and a transport capacity study. The draft SPD is expected to be completed in mid 2010.
 The rising services core of London Bridge Tower (the Shard) is already a new landmark in SE1. Also underway is NEO Bankside, a residential scheme immediately adjacent to Tate Modern, comprising 229 apartments in five buildings ranging in height from five to 24 storeys. The first of four towers will be finished in November 2010.
Paddington   This canal-side business quarter, adjacent to the mainline terminus, is now mostly developed. Development Securities intend to start development on the final phase of the Paddington Central office scheme this year (2010)
, with 32,500 sq metres of offices designed by architects Allies and Morrison.
 The upgrade of the Hammersmith & City Line is dependent on further development. The planning application for a Crossrail station is to be determined by the City of Westminster.
 
Tottenham Court Road   The GLA is no longer pursuing a joint Planning Framework with Westminster and Camden.
 The existing Planning Framework, adopted in 2004, includes planning briefs for the St Giles Court site, 21-31 New Oxford Street, and Denmark Place. An urban design framework has been commissioned to focus particularly on aspects of the public realm related to the Crossrail interchange.
Vauxhall/Nine Elms/Battersea   The Planning Framework, developed jointly by the GLA, Lambeth and Wandsworth, was completed in April 2009. It included a proposal for remediation of nearly 200 hectares of contaminated land over the next 20 years, a cluster of tall buildings at Vauxhall, a pedestrian and cycle bridge linking Vauxhall and Pimlico and a linear park stretching from Vauxhall to Battersea power station. In November 2009 the Mayor approved plans to exempt the Battersea regeneration from the Crossrail levy, with money directed to an extension of the Underground instead. 
Consultation on a transport capacity study concluded in March 2010. It recommends that the landowners in the 482-acre (195 hectare) site, including Treasury Holdings, the Covent Garden Market Authority and the US government, contribute to a £500 million extension of the Northern Line. Preparation of an infrastructure study began in February 2010 and will be finished in July 2010.

There are three major landholdings in Vauxhall/Nine Elms/Battersea:
· Battersea Power Station   The power station closed in 1983, three years after it was listed Grade II, and has lain empty since. A succession of developers and schemes have come and gone. The owners since November 2006 have been Irish company Real Estate Opportunities. After six reviews of the project, CABE in February 2010 offered support to developer Treasury Holdings’ £5.5 billion redevelopment plans, calling Rafael Vinoly’s designs ‘intelligent and well-resolved’. English Heritage is also broadly in favour. Proposals for the 40-acre site include 3,700 homes, 1.6 million sq ft of offices, 500,000 sq ft of shops and restaurants, and a hotel. However, the Mayor has advised Real Estate Opportunities that amendments are needed to comply with The London Plan. While the principle of the scheme was acceptable, a lack of affordable housing and an ‘excessive’ level of car parking failed policy requirements.
 Wandsworth expect to consider revised proposals in July 2010.
 
· American Embassy   In February 2010, the US government unveiled plans for a new embassy (relocating from Grosvenor Square) on the Thames at Nine Elms. It is a 12-storey cube, clad in a blast-proof, glass-and-plastic façade, on its own island, designed by the Philadelphia-based firm of Kieran Timberlake. The US government wants the embassy to open in 2017. Subject to planning consent, construction will begin in 2013.
 
· New Covent Garden   Covent Garden Market Authority (CGMA) has officially begun its search for a private developer for a £1 billion redevelopment of its 57-acre site. Plans included a residential-led, high-density, mixed-use scheme and a new fresh-produce market. Foster & Partners are developing plans for the Authority. The priority is for a new market but could include up to 1,800 homes along with shops and two squares connected by a ‘green route’ running through the site. There are three towers, the highest of which would be 46 storeys in the latest proposals (February 2010). CGMA will submit plans for the whole site to Wandsworth borough later in 2010.
 
Victoria   Westminster City Council has agreed to support compulsory purchase to ensure that the £1 billion regeneration of the Victoria area goes ahead. The scheme, which was granted planning permission in February 2009, will provide 82,000 sq m of office space and 205 flats and will create an estimated 8,500 jobs in the area. Developer Land Securities has agreed to cover the local authority costs in acquiring key properties that could delay the work.
 The Victoria station upgrade was approved by the government in summer 2009 but TfL altered the phasing of the job owing to cash-flow problems. The North Ticket Hall of the station, one of the most overcrowded in London, is due to be operational in 2016, with the remainder of the works, including new escalators and lifts from an enlarged South Ticket Hall, to be completed in 2018.
 
Waterloo   The Planning Framework was published in September 2007 and endorsed by Lambeth, who are now drafting an Action Area Plan.
 Consultation was undertaken in autumn 2009 on how to redevelop Waterloo station to cope with the expected rise in passengers and provide an efficient transport interchange. ISG was appointed to carry out a full refurbishment of the 345,000 sq ft Shell Centre tower in 2005, next to the London Eye, as part of a larger redevelopment of the Shell Centre. Work on the 26-storey tower was halted in September 2009, the remaining part of ISG’s £62 million contract was terminated and Structure Tone won the £10 million contract to carry out the final stage of the troubled refurbishment. Early in 2010, Shell announced plans to move to Canary Wharf (40 Bank Street) for 10 years while a wider and as yet unspecified redevelopment of the site was undertaken. Shell said this could take up to 2018 or longer to finish.
 It is likely to include the replacement of 300,000 sq ft of offices on a six-acre site behind the tower. 
Farringdon/Smithfield   The LDA and Design for London have produced an Urban Design Framework, working in collaboration with Islington, City of London and Camden.

Holborn   The GLA is no longer pursuing a joint Planning Framework with Camden, and there are no plans to prepare design framework. 
 
Central London outside the CAZ  

Within Inner London but outside the CAZ there are another 16 areas which have a combined capacity of 214,100 jobs and 105,000 homes (Figure 7.3). 
Five of these are in, or partly in, Central London, ranging in size from Earls Court & West Kensington (7,000 jobs) down to West Hampstead (100 jobs) and including Paddington (final stage), Canada Water/Surrey Quays and Kensal Canalside. Progress to April 2010 on the larger schemes within or bordering Central London is as follows:

Earls Court   Property company Capital & Counties owns around 27 acres of the 67 acre site. TfL is freeholder of a 23 acre transport depot and Hammersmith and Fulham owns the Gibbs Green and West Kensington housing estates. Redevelopment plans will be residential led with a commercial element but not a major shopping centre. The developers aim to redevelop and expand Olympia to house the entire Earls Court and Olympia business. A planning application is likely early in 2011.
 Demolition of the main structure could begin in summer 2012, once the venue has played host to the Olympic volley-ball competition.
 
White City   A Planning Framework, prepared jointly by Hammersmith and Fulham, the developer and the GLA, has been endorsed by the Mayor. A revised framework, funded by property owners, will include a transport capacity study. This began in June 2009 and will finish in June 2010.
 TfL have commissioned MVA Consultancy to carry out a multi-modal study in the White City area to help inform the replacement London Plan and the revised framework.
 The Council wish to extend the scope to the include White City Estate. The BBC have plans for a creative quarter to the south of the area. 
Canada Water/Surrey Quays   Southwark has a masterplan in place with a series of development proposals coming through on that basis.

Figure 7.3  
Opportunity/Intensification Areas in Inner London but outside the Central Activities Zone

	LP

No.
	
	Location within 

Inner London
(local authority area) 
	Area (ha)
	Indicative employment capacity 
	Minimum new homes 

	
	
	
	
	
	

	
	Opportunity Areas
	
	
	
	

	2
	Charlton Riverside
	Greenwich
	243
	1,000
	3,500

	7
	Deptford Creek / Greenwich Riverside
	Greenwich
	189
	4,000
	5,000

	11
	Greenwich Peninsula
	Greenwich
	350
	7,000
	13,500

	14
	Isle of Dogs  
	Tower Hamlets
	518
	110,000
	10,000

	15
	Kensal Canalside 
	Kensington & Chelsea
	20
	1,000
	2,000

	17
	Lewisham, Catford & New Cross
	Lewisham
	824
	6,000
	8,000

	20
	Lower Lea Valley, including Stratford
	Hackney, Newham, Tower Hamlets
	1,392
	50,000
	32,000

	23
	Royal Docks & Beckton Waterfront
	Newham
	1,380
	6,000
	11,000

	25
	Thamesmead & Abbey Wood
	Greenwich
	972
	4,000
	3,000

	31
	Earls Court & West Kensington  
	Kensington & Chelsea

Hammersmith & Fulham
	31
	7,000
	2,000

	32
	White City 
	Hammersmith & Fulham
	110 
	10,000
	5,000

	33
	Woolwich
	Greenwich
	99
	5,000
	5,000

	
	
	
	
	
	

	
	Areas for Intensification
	
	
	
	

	34
	Canada Water/ Surrey Quays
	Southwark
	46
	2,000
	2,500

	35
	Dalston
	Hackney
	20
	1,000
	1,700

	43
	West Hampstead
	Camden
	18
	100
	800

	
	TOTAL
	
	6,212
	214,100
	105,000


Source:
draft replacement London Plan. GLA, October 2009. 
Note:
Central London areas in bold.

The London Plan puts a lot of weight on development areas – the Opportunity Areas and Areas for Intensification, but they have attracted some criticism:

1. The areas vary in size from small sites to whole quarters of London – in Central London from under 20 to over 500 hectares; some are in single ownership, others are divided between many owners. 

2. The London Plan says that the Mayor will work to improve the public transport system to support development and regeneration priority areas, but it is less a focus of the draft Transport Strategy and it is unclear how this will happen.
   

The capacity of the Opportunity/Intensification areas is used by the GLA as a basis for estimating growth of homes and employment in London by particular dates. However, capacity figures attached to aspirational designations of land use are a poor guide to the sequence, timing and even outcome of the development process.

iii) Local Development Frameworks
Complementing The London Plan are local development frameworks (LDFs) required from local planning authorities under the Planning and Compulsory Purchase Act 2004. The LDF is a portfolio of documents, including development plan documents (DPDs) and supplementary planning documents (SPDs).
Boroughs are at different stages in the preparation of their core strategy DPDs. Four outer London boroughs have had their core strategy adopted.  All the Central London authorities expect to have their core strategy adopted between late 2010 and mid 2011. (Figure 7.4)
Figure 7.4  
Local Development Frameworks: programmes for adoption of Core Strategies (April 2010)

	Local Authority
	Final Plan
	Public Examination
	Adoption

	Camden
	January 2010
	May 2010
	 November 2011

	City of London
	June 2010
	December 2010
	May 2011

	Islington
	 June 2010
	 November 2010
	 March 2011

	Kensington & Chelsea
	March 2010
	July 2010
	December 2010

	Lambeth
	March 2010
	? 2010
	? End 2010

	Southwark
	January 2010
	 ? 2010
	January 2011

	Westminster
	 Spring 2010
	Summer 2010
	 ? End 2010


Source:  Borough websites. April 2010.
Some boroughs have produced Area Action plans and/or supplementary planning documents (SPDs). A survey by the Town & Country Planning Association and Cushfield & Wakeman found that 96 per cent of more than 100 bodies questioned considered that the local development framework system, introduced in 2004, had failed to speed up the plan-making process.

Stronger drivers of development are the consolidation of ownership, sometimes within but often outside, the designated development areas; and the will and confidence of property investors and their agents.
3. COMMERCIAL

London’s business base is supported by a dynamic property and development industry which is constantly renewing and upgrading the built fabric. Nearly six million sq ft of offices was completed in the city centre (City of London and West End) in 2007, double that of 2006.
 Supply of office developments peaked in 2008. New development is indicative of a reviving or booming market, while conversions and refurbishment of existing buildings are more common in times of recession or a sluggish market.

In Central London, commercial space needs range widely. At the extremes:
· Globally–oriented financial and business services have a set of minimum expectations of what a world city business district must provide, including the physical environment. 
For London to remain competitive as one of a select group of cities offering a global business district, policy towards office provision needs to ensure that both the basic and culturally-specific expectations of foreign-owned companies can be met. One of London’s strengths is the diversity of its central business district, from the towers of Canary Wharf and Paddington to mansions in Mayfair, and from the traditions of the Square Mile to the buzz of Bankside. At the same time, developers and investors new to the city are often confused by the layers and number of agencies involved in the spatial planning system. 

· The smallest enterprises require fit-for-purpose and affordable workspace in which to set up and subsequently expand in order to keep near to clients and suppliers. 
Central London has the strongest concentration of ‘business incubators’ in London, often in converted premises and attracting creative/media enterprises but also purpose-built units, including for the life sciences sector and attached to the sponsoring institution. There is intense competition for land use in central London, especially between housing and employment. Local authorities and enterprise agencies have stressed the need to protect and promote such spaces.  
i) Performance 2009
2009 office starts 

The volume of office starts in inner London
 has reduced sharply since the mini construction boom of 2005 to 2007. Only 200,000 square metres of floorspace was started in 2009, 45 per cent down on the 2008 figure and comparable to the previous record low of 1992. The peak year in the last economic cycle was 2001, with over 1.0 million sq m of floorspace started, five times as much as in 2009. 
The problems facing developers in London in 2009 were a lack of finance, ‘unviable’ rents, and building costs inflated by demand from the 2012 Olympics site.

On completion of the 35 schemes started in 2009, over a third of floorspace will be located in the City of London in 17 schemes, a quarter in the West End in 13 schemes, and another 25 per cent in the Shard tower in Southwark. 

· City – will gain 71,000 sq m. The largest developments are the redevelopment of Cannon Street station, New Court and 40 Gracechurch Street. (City of London). The first quarter of 2010 saw the last clutch of significant completions in the City for at least two years. (Figure 7.5)
· West End – will gain 51,000 sq metres, including latest phases of the redevelopment of Regent Street (Westminster), and the redevelopment of Elizabeth Garret Anderson hospital in Bloomsbury (Camden), and 1 The Piazza, Covent Garden. (Westminster) 

· Bankside – will gain 53,385 sq metres, entirely at the Shard, London Bridge. The 306 metre-high tower will contain a hotel and residential in addition to office space. (Southwark)
Planning pipeline

To ensure there is sufficient capacity in the office market, The London Plan has a target that supply (measured as net lettable space) in schemes with planning permission should be at least three times the amount of space in schemes started over the preceding three years. 
As the number of starts has fallen year on year since 2007, so the ratio of permissions to starts has doubled in three years, to 10 per cent in 2009. The planning pipeline in and around the CBD in 2009 comprised 4.2 million sq m in 418 schemes. Five schemes, each over 100,000 sq m (net lettable), accounted for 29 per cent of all developments with planning permission: at King’s Cross (Camden, Islington), The Pinnacle (City of London) and three at Canary Wharf (Tower Hamlets): Wood Wharf, North Quay and Heron Quays. 
By area, planning consents are concentrated in Tower Hamlets and the City of London, each with just over 1.2 million sq m and accounting together for 57 per cent of potential supply. There were much lower levels of potential supply in the West End, with 500,000 sq m in Camden (mainly in King’s Cross) and 470,000 sq m in the City of Westminster. These four local authority areas accounted for over four-fifths (82 per cent) of permitted office development.

Rents
The year 2009 saw the first global fall in prime office rents since 2003.
 Cities of the Asia Pacific suffered most. Kiev and Dublin were the biggest fallers in Europe, with more than 50 per cent and 38 per cent respectively wiped off the value of prime office rents by end 2009. Office rental values in London’s CBD were down 21.5 per cent on the year before. Despite recording a 25 per cent decline, rental values in London’s West End were second only to behind Tokyo, with Hong Kong in third place. 
The trough in the CBD market occurred in mid 2009: in June for total returns and capital growth, and between April and September for rental growth. The market ended 2009 strongly, with total returns of 3.9 per cent for December.
 CBD London offices saw capital growth of 3.7 per cent in December, leaving the annual figure for 2009 only marginally down at minus 2.1 per cent. All property rental values fell 0.3 per cent in December and, on an annual basis, were 8.9 per cent lower than at the end of 2008. 

A response to low demand in the recession were deals to attract would-be occupiers. Average rent-free periods in City offices topped more than 48 months in the fourth quarter (Q4) of 2009 – more than double the 18-month average for Q4 2008.
  
Take-up of office space in the City in the first quarter of 2010 was at its highest since 2000,
 as larger occupiers realised that there was limited ‘grade A’ space available and nothing in the City’s pipeline beyond 2012. The lack of stock is likely to benefit those developers with recently finished or soon-to-be completed schemes in the City, such as The Walbrook (Minerva), Cannon Place (Hines), Heron Tower on Bishopsgate and Gerald Ronson’s Heron International.

In January 2010, office rents in both the City (0.2%) and the West End (0.3%) showed a monthly increase for the first time since April 2008. Rents in the CAZ seem likely to rise over the next 12 to 18 months due to the acute shortage of space. In February 2010, King Sturge reported market prospects across the CBD as follows.

· City – rents are set to rise sharply by, perhaps, 10.5 per cent in 2010 after a fall of 40 per cent in the recession. This is thanks to improving confidence among financial institutions and supply shortages. Threats of quitting the City of London have not being carried out  

· West End – a rent rise of 7.6 per cent is predicted in 2010 because of a shortage in supply and a return to the area of ‘boutique’ financial organizations, including hedge funds
· Canary Wharf – vacancy rates will be the lowest of any of the sub-areas of the CBD as it benefits from a shortage of new development in the CAZ, and especially in the City.
 
ii) Prospects

Starts in 2010

In the first quarter of 2010 the total number of office schemes under construction in the CBD was 33, compared with 106 in the same period in 2008. But no new offices had started in the City of London between October 2009 and March 2010, the first six-month hiatus since 1996.

The City has not seen any major pre-lets since Lockton agreed to take 84,000 sq ft at Minerva’s yet-to-be started St Botolph’s scheme in EC2 in October 2007. But City agents are predicting a wave of pre-letting activity in the Square Mile as the 25-year leases that the big banks and legal firms took out in the late 1980s come to an end. Large occupiers on the hunt for HQ buildings find themselves with fewer options. With completions tailing off and no new buildings being started, they will have to take pre-lets.
  
In the West End development on its fringes make up the majority of the development pipeline, with very little being built in its core ‘villages’. 
Industry surveys found that construction activity had expanded in March 2010 for the first time in two years.
 Despite the lack of bank finance for speculative development, work had restarted on 30 schemes of over £50 million across London, collectively worth £4.2 billion, though another £4.3 billion of £50 million-plus projects was still on hold.
 In April, agents were reporting a return of the pre-let market, that is deals between developers and occupiers on buildings yet to be completed (or even started). 

Will we see a flood of development activity? Probably not. Although the recession officially ended in the fourth quarter of 2009, there is little conventional debt funding available from the banking system for office development. Commentators suggest that what few starts are expected in 2010 are likely to be led by equity developers, the biggest Real Estate Investment Trusts and funding institutions in joint ventures with property companies.
 A developer starting construction in 2010 will be looking at a completion date in 2012 or 2013, depending on the size of the scheme. 

Figure 7.5 
Office development pipeline in the Central Activities Zone (March 



2010)
	West End: Schemes under construction, March 2010 (over 100,000 sq ft)

	Address
	Name
	Size 

‘000 sq ft
	Completion data

	2 Kingdom St, W2
	-
	247
	2010 Q1

	1-13 St Giles High St, WC2
	Central St Giles
	393
	2010 Q1

	1 Merchant Sq, W2
	Carmine
	103
	2010 Q3 

	1 Kingsway, WC2
	-
	104
	2011 Q2

	Regent Street, W1
	The Quadrant
	180
	2012 Q4

	West End: Schemes likely to start in 2010 (over 100,000 sq ft)

	Address
	Name
	Size 

 ‘000 sq ft
	Start date

	54-560 Victoria St, SW1
	Selborne House
	250 
	2010

	289-283 Regent St, W1
	Marcol House
	110 
	2010

	475-497 Oxford St, W1
	Park House
	170  
	2010


Source: Estates Gazette, 06.03.10, with building information from Drivers Jonas and EGi London Offices.

	City of London: Schemes under construction in March 2010 (over 100,000 sq ft)

	Address
	Name
	Size 

 ‘000 sq ft
	Completion date

	200 Aldersgate St, EC1
	-
	370
	2010 Q1

	The Walbrook, EC4 
	-
	403
	2010 Q1

	40 Gracechurch St, EC3
	-
	110
	2010 Q2

	The Angel, EC4 
	-
	118
	2010 Q3

	St Botolph’s, EC2
	-
	296
	2010 Q3

	110 Bishopsgate, EC2
	Heron Tower
	440
	2011 Q1

	One New Change, EC4
	-
	221
	2011 Q1

	New Court
	-
	140
	2011 Q3

	Cannon Place, EC4
	-
	386
	2011 Q4

	Southwark: Schemes under construction in March 2010 (over 100,000 sq ft)

	London Bridge Tower, SE1
	Shard of Glass
	333
	2012 Q4

	City of London: Possible start date of major schemes (over 300,000 sq ft)

	Address
	Name
	Size 

‘000 sq ft
	Start date (unconfirmed)

	22-24 Bishopsgate, EC2 
	Pinnacle /Helter Skelter
	822
	2010

	20 Fenchurch St, EC3
	Walkie Talkie
	590
	2011

	122 Leadenhall St
	Cheesegrater
	600 
	2011

	Aldgate Place, E1
	-
	1,000
	2011

	1 Walbrook Square, EC4
	One Walbrook
	900
	2011

	2 Fore St, EC2
	St Alphage House
	500
	2011 

	1 Mitre Sq, EC3
	-
	350
	2011

	60-70 St Mary’s Axe, EC3 
	Can of Ham
	300
	2012


Source:  Estates Gazette, 06.03.10, with building information from Cushman & Wakefield.
Property investment

Sales of offices in the CBD hit £6 billion in the second half of 2009, more than double the figure for the previous six months.
 Office rents in the City (0.2 per cent) and West End (0.3 per cent) showed a monthly increase for the first time in January since April 2008, with overseas investors attracted by improving yields and sterling depreciation.

London remains the most popular location in Europe for property investment. Prices slumped 50 per cent in the two years to July 2009, before a modest pick-up. Sales of offices in the CBD revived in the second half of 2009, hitting £6 billion, more than double the figure for the previous six months. Overseas investors were attracted by improving yields and sterling’s depreciation.
 
The introduction of real estate investment trusts (REITs) in January 2007 has encouraged a significantly higher level of investment from overseas. This is despite UK REITs being bottom of the global league table of 15 for three-year total returns, largely owing to the depth of the economic downturn in the UK. (Box 7-B)
	Box 7-B  


Real estate investment trusts (REITs)

· ‘For me a REIT should offer a balance between earnings and net asset growth value. What investors are looking for is consistent long-term returns from a prime investment portfolio with a development pipeline and a management team that will consistently outperform benchmarks.’ David Atkins, CE Hammerson. 

· ‘It was about creating a way of investing in property via a vehicle that offered  a much higher level of liquidity than direct property, but the same effective tax treatment. It was also about attracting new sources of capital into the sector especially from overseas and private investors.’ Francis Salway, CE Land Securities.
· ‘In 2010 the smart money is still on central London offices and I predict it will come from Germany, the Middle East and China.’ Andrew Cruickshank, International Investment.

Source:  Estates Gazette, 13.03.10.



Chinese investment began with the announcement in July 2009 that the Chinese Sovereign wealth fund, CIC, was to invest in Canary Wharf. This was followed in November by the Bank of China buying One Lothbury, in the City. At present, the Chinese are not speculative investors. They want to secure property for their own use to establish strong businesses in Europe, using London as a gateway. CIC hasn’t made any direct property investment anywhere in the world yet. Chinese insurance companies may eventually, but not immediately, be big players in the global property market scene.
 
Some City and West End office investors are attempting to cash in on the recent rapid uplift in values in London’s prime values by putting properties up for sale. 
Songbird Estates, which controls more than half the buildings in Canary Wharf, plans to buy developments in the City of London to take advantage of the recent rebound in the property market.
 Despite the collapse of Lehman Brothers, a major tenant in Canary Wharf, Songbird said that its 750,000 sq m portfolio was still 96.2 per cent let at the end of December 2009, compared with 99.7 per cent let at the close of 2008.
 

Some commentators see, in the dusting down of high-rise plans and the return of pre-letting, disturbing signs that few lessons have been learnt from the events of 2007–09. Tightening of supply will lead to a new wave of speculative developments in the City that will moderate future rental growth but fuel the next boom – and bust. More immediately, doubts persist whether the spring 2010 recovery of London’s office market is sustainable. (Box 7-C) While there has been significant rental growth since November 2009 in some parts of London, and for top quality properties, rents were still falling in April 2010 for poorer quality buildings in London.

The retail sector continues to see significant demand from private investor funds. Central London and particularly the West End, has proved resilient to date, assisted by foreign shoppers taking advantage of the weak pound.  
London is also popular with private and foreign investors in the hotel industry, mainly from Asia, Russia and the US, making London Europe’s most active city, after Berlin, for hotel development.
	Box 7-C  


Property industry’s priorities from a new government (March 2010)

· Reduce property debt and restore financial stability by encouraging new equity investment into property, and helping banks to work out distressed assets

· Tackle climate change by improving the energy, water and waste efficiency of buildings to meet ambitious CO2 emission targets

· Promote a bigger and better-quality private rented sector to help meet housing demand

· Increase investment in the built environment to unlock the economic and social value tied up in stalled regeneration schemes

· Work to support retailers, office occupiers and business, helping property continue to be an attractive investment for pension funds and insurance companies.

Source:  British Property Federation, Estates Gazette, 13.03.10.



4. RESIDENTIAL 

Few anticipated at the start of the long boom in the mid 1990s that almost any site or building in Central London would be perceived, by private developers and/or social registered landlords, as viable for development for housing. In October 2007, Knight Frank Rutley included for the first time an area south of the river, the South Bank around Tate Modern (Southwark), in its house price index for the most sought-after parts of the capital.
In the late 1990s Central London saw significant amounts of office space converted into residential or other uses. Much of this occurred in fringe City areas but it was also evident in prime office locations. (Box 7-D) 
In part, the trend was a response to the prolonged oversupply of office space experienced after the early 1990s recession. Many premises were 1950s/60s developments that had become outdated and shunned by occupiers and investors. An additional incentive was that in some locations, particularly in Westminster, housing developments attracted rents and values per square foot comparable with offices. In the last decade, new housing on redeveloped sites became more common.

For the well-off seeking more space, lateral conversions of terrace properties and basement extensions became popular and remain so, especially in the conservation areas of Westminster, Kensington and Chelsea and Camden, with specialist companies satisfying the demand. 
	Box 7-D


Mayfair 

The Grosvenor Estate, owned by the Duke of Westminster, comprises 300 acres in Belgravia and Mayfair. It has about 3,800 properties (10.7 million sq ft). About 2,500 of these are residential long-leasehold homes. The number of rental units – currently 300 – has increased by a third since 2005. The Estate recently introduced a 20-year residential short lease that it has used successfully in Eaton Square, Belgravia, since the 1960s. Leases of this duration fall outside enfranchisement laws, meaning that leaseholders cannot extend their lease or buy the freehold, allowing Grosvenor to keep control of its property assets.

In the 1990s, Westminster City Council refused to extend the 40 year old ‘temporary’ office planning permissions granted in the 1950s. This coincided with hedge fund managers and others targeting Mayfair as a place to live as well as work. The Grosvenor Estate began a programme whereby about 250 buildings on have reverted to residential use and the process is continuing. Several mansions have been reinstated as homes and Grosvenor has collaborated with niche developers to create lateral flats or transform modest mews houses into spectacular homes.   
Grosvenor’s aim is to keep major commercial buildings to the busy traffic routes at the edges of the estate, while protecting the more sheltered environment within.   

Source:  Evening Standard, 07.10.09; Westminster City Council, 2010.



At the height of the boom in June 2007 CBI/KPMG reported that 69 per cent of businesses considered the costs, availability and quality of housing to be a barrier to recruitment and retention. A broader concern was that too much new housing, both for sale and for renting, had only one or two bedrooms, aimed at young professionals and overseas investors, and that insufficient family-sized accommodation was being provided. 
i) Performance 2009

Completions 
London was the only English region that registered more housing completions in 2009/10 than in the previous 12 months. Its 19,480 completed homes represented a three per cent rise over the 2008/09 figure, compared to a fall of 20 per cent nationally.
 
Borough breakdowns are published up to 2008/09. (Figure 7.6) These show that over the three years to March 2009, Tower Hamlets (2,600 dwellings) and Islington (2,000) made the largest individual contributions to London’s housing stock, followed by Hackney (1,590), Southwark (1,430) and Wandsworth (1,350). Together, these five inner London boroughs accounted for around a third of new provision.
2008/09 was the second year of monitoring against The London Plan target of 30,500 new homes to be provided in London each year.
 The number of additional dwellings provided was 30,312,
 representing 99.6 per cent of the target. This compared to 28,199 dwellings provided in 2007/08, or 92.4 per cent of the target figure.

Central London provided 18,388 homes. The seven authorities in the sub-region exceeded by 30 per cent their combined three-year target in the 2008 revised London Plan. Only the City of London and Kensington and Chelsea fell short of their individual targets. (Figure 7.6)
Figure 7.6  
Housing supply: net conventional completions in Central London, 2006/07 to 2008/09
	
	2008/09
	2006/07 – 2008/09

	
	Annual completions
	Annual target
London Plan
	3-year total

completions
	3-year target London Plan
	% of target achieved

	Camden
	892
	437
	1,886
	1,624
	116

	City of London
	95
	85
	227
	275
	83

	Islington
	2,270
	992
	6,028
	2,664
	226

	Ken & Chelsea
	102
	237
	397
	994
	40

	Lambeth
	1,095
	1,039
	3,454
	3,147
	110

	Southwark
	1,047
	1,103
	4,292
	3,371
	127

	Westminster
	721
	560
	2,104
	2,090
	101

	Total Central 
	6,222
	4,453
	18,388
	14,165
	130

	Total London
	28,302
	27,596
	83,833
	74,361
	113


Source:  London Plan Monitoring Report 6, GLA, February 2010.
Note:
‘Completions’ for London Plan monitoring purposes have three components: conventional supply   (new building, conversion and change of use); non self contained (halls of residence and hostels); and long-term vacant properties returning to use.  Figures in this table relate to conventional supply.  
The components of conventional supply in 2008/9 in London are shown in Figure 7.7.
Figure 7.7  
Housing: components of conventional supply in London, 2008/09
	
	Gross completions
	Pre-existing units
	Net completions

	Total 

 – of which:
	32,445
	4,143
	28,302

	New building
	76%
	38%
	80%

	Conversions
	14%
	57%
	8%

	Change of use
	10%
	6%
	11%


Source:  London Plan Monitoring Report 6, GLA, February 2010.
Note:
‘Completions’ for London Plan monitoring purposes have three components: conventional supply   (new building, conversion and change of use); non self contained (halls of residence and hostels); and long-term vacant properties returning to use. Figures in this table relate to conventional supply.
Affordable homes
Despite average household incomes above the London mean, many Central Londoners cannot afford to own their own homes. High housing prices make it ever more important to increase the supply in Central London of ‘affordable’ housing. 
Current definitions of affordability distinguish social housing from intermediate housing:

· Social housing is affordable in that rents are no greater than target rents as set by government for local authority housing and housing association and co-operative tenants. It should be available on the basis of housing need on a long-term basis. This means that some private rented housing could be considered as social housing but normally only when operating under an accreditation or licensing scheme with a local authority. 

· Intermediate housing is ‘sub-market’ housing where costs, including service charges, are above target rents for social housing but are affordable by households on incomes of less than £57,600 (as of February 2010).  Intermediate housing can include shared ownership, sub-market rent provision and market provision, including key-worker housing, where affordability criteria are met.

In 2008/9 just over a third (35 per cent) of new gross provision in London was affordable housing (11,300 units). The breakdown of new affordable units provided in 2008/9 shows slightly more social rented (53 per cent) than intermediate (47 per cent). However, when net supply is considered there are slightly more intermediate than social rented, reflecting large numbers of social rented lost to home ownership or demolition. The target of providing 50,000 affordable new homes during the first three years of the Johnson mayoralty could not be met and early in 2010 was put back a year to 2012. 
Of the 2,020 new homes in Central London which were affordable, 60 per cent were social (for rent) and 40 per cent intermediate (typically, shared ownership) – the same ratio as proposed in the draft replacement London Plan. (Figure 7.8)
Figure 7.8
Affordable homes: gross conventional completions by tenure in Central London, 2008/09
	Local authority
	2008/09 total completions
	Intermediate

% of total
	Social rented

% of total
	All affordable

% of total

	Camden
	1,024
	25
	16
	40

	City of London
	117
	0
	0
	0

	Lslington
	2,517
	2
	15
	18

	Ken & Chelsea
	210
	7
	8
	14

	Lambeth
	1,275
	17
	27
	44

	Southwark
	1,117
	13
	17
	30

	Westminster
	956
	10
	15
	24

	
	
	
	
	

	Total Central
	7,216
	  11   
	 17 
	28

	Total London
	32,445
	16
	18
	35


Source:
London Plan Monitoring Report 6. GLA, February 2010.
Notes: 
1. ‘Intermediate’ includes shared ownership housing.
2. Rounding means ‘all affordable’ total may not equal sum of ‘intermediate’ and ‘social rented’. 
Size of accommodation

There is an appreciable difference in the size of accommodation between the two types of affordable housing in London: just six per cent of homes in intermediate housing have more than two bedrooms but 25 per cent of social-rented homes. 

Across London, four out of every 10 homes which were completed in 2008/9 had two bedrooms. The greatest need for larger units is in the social rented sector, and 29 per cent of completed homes in this sector had three bedrooms or more. By contrast, an overwhelming number of intermediate dwellings (96 per cent) and market units (88 per cent) had either one or two bedrooms. 

The Mayor’s Housing Strategy includes targets to increase the proportion of family-sized homes, so that by 2011 42 per cent of new social rented and 16 per cent of new intermediate homes provide for families needing three bedrooms or more.

Improving existing homes

The two main funding streams for this are programmes spread over three financial years (2008/09 to 2010/11): 
· Decent Homes funding (£440 million, London-wide) to bring their stock to a common standard; 
· Targeted funding (£318 million, London-wide) which supports projects that enable London’s boroughs and social landlords to address local housing needs by making better use of existing buildings.
Central London authorities, together, are receiving £128 million over three years to October 2011 to meet the Decent Homes standard. (Figure 7.9)  

Figure 7.9  
Decent Homes funding in Central London, 2008/09 to 2010/11

	Local authority
	2008/09
£000
	2009/10
£000
	2010/11
£000
	08/09 to 10/11

£000

	Camden
	10,643
	10,643
	10,643
	31,129

	City of London
	40
	41
	42
	123

	Islington
	9,112
	9,153
	9,194
	27,459

	Ken & Chelsea
	5,100
	0
	0
	5,100

	Lambeth
	8,757
	8,689
	8,689
	26,135

	Southwark
	12,526
	12,526
	12,526
	37,578

	Westminster
	0
	0
	0
	0

	
	
	
	
	

	Total Central
	46,178
	41,052
	41,094
	127,524

	Total London
	149,985
	144,817
	145,015
	439,817


Source: 
Government Office for London, 2008.
Note: 
A zero allocation indicates that the authority’s stock is considered to be fully compliant. 

ii) Prospects

Starts and planning supply
House building is at its lowest level in 80 years. The housing shortfall in England could reach one million by the end of 2010. 
Housing starts in London were down by 18 per cent to 10,760 in the year to March 2010,
 
reflecting in part the significant reduction in planning approvals in 2008/9 – 45,900, compared with 80,100 in 2007/8.
Nine of the top ten largest regeneration projects in the UK are in London and most have significant housing components, or are housing led. In Central London these include: King’s Cross (Camden, Islington), the Aylesbury Estate (Southwark), Elephant & Castle (Southwark) and Chelsea Barracks (Westminster).
Developers are unable to fund their investment through borrowing and are faced with large-scale reductions in asset value. Together with the sudden fall-off in pre-completion sales to buy-to-let purchasers, this has led to a steep reduction in prices, sales and investment.
 Expectations in spring 2010 were that up to 30 per cent of London’s planned schemes of homes for sale would begin construction in 2010 despite the absence of bank finance for speculative developments, but most were subject to and partnership arrangements with housing associations. 
The London Housing Strategy was published by the GLA in February 2010. The Mayor’s targets include to: bring back 3,000 empty homes back into use; supply 50,000 affordable homes by 2012; halve the severe overcrowding by 2016; provide funding to kick-start stalled regeneration projects; give boroughs more say over delivering affordable homes in their areas.

Affordable housing
London Deputy Mayor Sir Simon Milton, confirmed in December 2009 that, at current rates, the target of providing 50,000 affordable new homes during the first three years of the Johnson mayoralty could not be met and that the target deadline would be put back a year to 2012. Since May 2008, 6,500 affordable housing units had been started and 9,080 completed.

In the replacement London Plan, the Mayor will replace the proportional target of 50 per cent of homes to be affordable with a numerical target of 13,200 affordable homes each year. The Mayor has negotiated affordable housing targets with each of the London boroughs. From 2011 on, local affordable housing targets will primarily be set through London boroughs’ planning policies as set out in their Local Development Frameworks. Figure 7.10 shows these, alongside how boroughs’ current targets relate to the 50 per cent London-wide target in the 2008 plan. 

Figure 7.10  
Affordable homes: targets in Central London (February 2010)

	Local authority
	Borough policy 
December 2009
	Outturn

2006/07 to 2008/09
	Target number

2008–2011

	Camden
	50% 
	40%
	1,000

	City of London
	50%
	0%
	50

	Islington
	50%
	35%
	1,902

	Kensington and Chelsea
	33%
	27%
	270

	Lambeth
	40% but with grant 50%
	33%
	1,803

	Southwark
	50% but within CAZ 35% or 40%
	38%
	2,453

	Westminster
	50% but within CAZ 30%
	30%
	925

	
	
	
	

	Total Central 
	-
	-
	8,403

	Total London
	-
	-
	40,917


Sources:
The London Plan. Annual Monitoring Report. GLA, February 2010 / The London Housing    Strategy. GLA, February 2010.
In his housing strategy the Mayor has set out his intention to raise the intermediate housing income threshold to £74,000 for households with dependents, in order to reflect the higher cost of both developing and buying family-sized homes in London. The purchase price must be no greater than 3.5 times the household income limit, that is, £201,500. Where the property is to be rented, the annual housing costs, including rent and service charge, should be no greater than 40 per cent of net household income.

There is some concern that the concepts of need and aspiration are becoming confused with the term ‘affordability’ stretched to accommodate very different financial circumstances and prospects. London Councils, in its response to the Mayor’s draft replacement London Plan, raised concerns over ambiguity over the amount of affordable housing to be built and the need for clarification on the process of setting targets.
 
Supply initiatives
There is a recognised need for new investment and delivery mechanisms to speed the supply of new homes. The LDA is developing proposals for a London Housing Company (LHC) which would create a London-wide vehicle for public sector landholders to share investment risks and procurement costs. New delivery arrangements are also required, including through local housing companies, community land trusts, and other asset-backed public/private partnerships. 

London has unique governance arrangements for housing investment. The work of the Homes and Communities Agency (HCA) in the capital is overseen by its own board, attended by three representatives from London boroughs and chaired by the Mayor. The HCA is statutorily required to have regard to the Mayor’s housing strategy in its investment decisions in London. 
Most Central London boroughs are working up local investment plans with the HCA. The HCA’s London Regional Investment Plan includes funding to London boroughs of £41.5 million to build new council homes, including in Central London 63 units in three schemes in Camden (£3.6 million). These have an approved allocation but are not yet contracted. 
Twenty five projects were shortlisted under the national Kickstart programme for stalled projects.
 Kickstart 1 included two projects in Central London: 85 units in Clapham (Lambeth) and 119 units at Highbury Gardens (Islington). The Kickstart 2 programme includes a second scheme in Clapham (Lambeth), subject to contract. 
The pre-election policy of the Conservative party is to give the £3 billion annual funding for social housing direct to councils and elected mayors, with implications for the future of the HCA. There will be no government housing targets. Instead, incentives will be introduced to keep up house building: any conforming planning application will be approved if the developer pays a tariff set by the local community (effectively the local authority) for local benefits. Communities will be empowered to create their own local housing trusts, developing tailor-made solutions for their areas, including non-market housing that would remain permanently in local ownership.
 

Private rented housing

Several Investor groups are showing interest in the Treasury’s Private Rented Sector Initiative (PRSI), in collaboration with the HCA. It is intended to create an opportunity for investors such as pension funds to enter the sector on a large scale for the first time. After publishing a consultation into PRSI in 2009 the Treasury decided against guaranteeing a minimum return. Instead applicants are likely to receive preferential access to publicly held land to start their schemes. Legal & General, seen as one of the front runners to take advantage of the government’s PRSI is thought to have decided not to invest as a consequence of these changes.
 Four other groups are readying plans to set up funds worth up to £5 billion.
The HCA has invited institutional investors to bid to provide homes in London, with recommendations to be referred for approval to the HCA London Board which the Mayor chairs. The proposed London Housing Company would expect to deliver a large proportion of homes for private renting.

Creating mixed communities

Despite the expansion of the private rented sector, areas of London remain dominated by a single tenure. The concentration of social housing in a small number of neighbourhoods is more than outweighed by the number of areas, particularly in Outer London, where it is almost non-existent.  

The challenge is to bring about across Central London a matrix of genuinely mixed communities, rather than a sequence of neighbourhoods which have little to do with each other, adjacent but distinct by virtue of wealth, tenure and environment.
 Despite more mixed tenure schemes being built in recent years, most development takes place in areas with sizeable amounts of existing social housing. It has proved easier to introduce new tenures into predominantly social housing areas rather than social housing into exclusively market housing wards. Between 2004/05 and 2006/07 a quarter of the supply of new affordable housing in London was located in the ten per cent of wards with the most social housing.
  
The HCA has undertaken to give priority to new affordable housing schemes that diversify the tenure mix. One of the ways to reduce resident resistance to affordable housing is to improve the quality of its design and appearance, as promoted by the Commission for Architecture and the Built Environment (CABE) and the Mayor in The London Housing Strategy, which states that all homes in mixed-tenure developments should be built to the same standard.

Design 
The need to improve design quality is as pressing in the market sector as it is for affordable housing. New homes in the UK are among the smallest and most cramped in Europe, while building at ever higher densities in central London brings its own challenges. 

CABE has consistently raised questions about the standard of housing design in the UK and the capacity of a build-for-sale business model to generate good design. Some businesses see design as a value generator but for others it is simply a discretionary cost. Fewer one in five housing developments in London completed between 2004 and 2007 were assessed as ‘good’ or ‘very good’ against CABE’s Building for Life standard.
 HCA also reported in December 2009 that more than half the homes in the Kickstart programmes achieved poor marks.
Ruth Reed, president of the RIBA, suggests there are systemic problems that adversely affect the quality of new developments: too little competition in the industry; an overburdened planning system and a house-building model that encourages short-term profit maximisation on land values.
 House builders seldom have a stake in the long-term success of a development or the place, only in the initial sale price.

Up to two-thirds of affordable housing over recent years has been delivered with some section 106 contribution. Too often, where developers work with housing associations to deliver the affordable housing, the association’s expertise in design and management is not built into the design process at an early enough stage. 

CABE launched in July 2009 The draft London Housing Design Guide, which proposes guidance covering six key areas of design for all new publicly funded homes to be built in the capital from April 2011, including minimum internal space standards on room size and layout that are broadly 10 per cent higher than those recommended by Parker Morris in 1961. 

In April 2010, HCA proposed that to receive government funds or build on public land, builders would have to meet a number of criteria, including Lifetime Homes, Building for Life, Secure by Design and level four of the Code for Sustainable Homes, as well as generous space standards.
 Regulations could be introduced from April 2011. However, the HCA has admitted this will add almost £10,000 to the average cost of a home and mean almost 1,500 fewer homes could be afforded for every £1 billion of government money spent.
  
Special needs
The draft replacement London Plan proposes a requirement that all new affordable and market homes should to be built to be accessible and adaptable to meet changing circumstances over a lifetime, on developments that are attractive to, and safe for, older and disabled Londoners – so-called ‘lifetime homes in lifetime neighbourhoods’.
  Another proposal is that at least ten per cent to be accessible by wheelchair or easily adaptable for residents who use wheel chairs.

There is a need for affordable housing for those with specific requirements, including disabled, older or very vulnerable people, and where accommodation-base support is appropriate or necessary. A team hosted by Kensington and Chelsea is responsible for rolling out through social landlords the London Accessible Housing Register. Standard categories of accessibility will be applied to all affordable homes to extend the range of choice of lettings to people with a disability.
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Appendix:  Sources

References in the footnotes refer to publications, as follows:
	Reference


	Details of publication
	Date of publication

	CLP 2008 
	A World Class Economy: Sustaining and Sharing Success.
Central London Partnership
	March 2008

	GLA 2008
	London’s Central Business District. Its global importance. 

GLA Economics
	January 2008

	GLA 2009(1)
	Rising to the Challenge: The Mayor’s Economic Development Strategy for Greater London (Public Consultation Draft). 
Greater London Authority 
	October 2009  
[Final version May 2010]

	GLA 2009(2)
	Economic Evidence Base. 
Greater London Authority 
	October 2009

[Updated June 2010]

	GLA 2009(3)
	Third Economic Recovery Action Plan Update. Greater London Authority  
	November 2009  

	GLA 2009(4)
	Investing For Recovery – A New Deal For London. Greater London Authority / London Councils 
	December 2009  

	GLA 2009(5)
	London’s Economic Outlook: Autumn 2009 (GLA’s medium-term planning projections). 
Greater London Authority  
	October 2009

	GLA 2009(6)
	The London Plan: Spatial Development Strategy for Greater London (Consultation draft replacement plan). 
Greater London Authority 
	October 2009

	GLA 2009(7)
	Mayor’s Transport Strategy (Public Draft). 
Greater London Authority 
	October 2009
[Final version May 2010]

	LSE 2009
	London’s Place in the UK Economy, 2009-10. 
LSE for City of London Corporation
	October 2009 

	LSEB 2009(1)
	London Story (2009 update).
London Skills and Employment Board 
	December 2009 

	LSEB 2009(2)
	Strategy to 2014. 
London Skills and Employment Board 
	December 2009


All other publications are referenced in full in footnotes. 
A schedule of frequently-used publications in the preparation of the Central London Economic Assessment is included in the Central London Prospectus, p.26.
� Infrastructure – Market Report. Building, 30.10.09. Transport investment is discussed in paper 6, Movement.


� Estates Gazette, 13.03.10.


� ‘Big Bang’ refers to the day, 27th October 1986, when the rules of the London Stock Exchange changed, ushering in the deregulation of financial markets and the switchover to electronic trading.


� An Assessment of the City’s ICT Infrastructure. SAMI Consulting for City of London Corporation, June 2009.


� Building, 18.12.09. 


� Infrastructure – Market Report. Building, 30.10.09.


� Infrastructure – Market Report. Building, 30.10.09. Quoting Jeremy Baker, director of KPMG’s infrastructure advisory group.


� Building, 12.03.10.


� Regeneration & Renewal, 22.02.10.


� Estates Gazette, 13.02.10.  


� Building, 26.02.10.


� Planning, 05.02.10 


� Transport  – Building Market Report. Building, 26.03.10. 


� The London Housing Strategy. GLA, February 2010. See below, section 4(ii).


� The London Plan. Annual Monitoring Report. GLA, February 2010.


� The London Plan. Annual Monitoring Report. GLA, February 2010.


� Estates Gazette, 27.03.10.  


� The London Plan. Annual Monitoring Report. GLA, February 2010.


� The London Plan. Annual Monitoring Report. GLA, February 2010.


� Building, 09.10.09.


� Estates Gazette, 12.12.09.


� The London Plan. Annual Monitoring Report. GLA, February 2010.


� Estates Gazette, 27.03.10.


� Planning, 30.10.09.


� The London Plan. Annual Monitoring Report. GLA, February 2010.


� The London Plan. Annual Monitoring Report. GLA, February 2010.


� The London Plan. Annual Monitoring Report. GLA, February 2010.


� Estates Gazette, 06.02.10.


� Planning, 26.02.10.


� Building 05.03.10.


� Planning, 26.02.10.


� Planning, 23.10.09.


� Building, 05.02.10.


� The London Plan. Annual Monitoring Report. GLA, February 2010


� Building, 19.03.10.


� The London Plan. Annual Monitoring Report. GLA, February 2010.


� The London Plan. Annual Monitoring Report. GLA, February 2010.


� Estates Gazette, 06.02.10.


� Building, 26.02.10.


� The London Plan. Annual Monitoring Report. GLA, February 2010.


� Planning, 15.01.10.


� The London Plan. Annual Monitoring Report. GLA, February 2010.


� Peter Hall, writing in Regeneration & Renewal, 18.01.10. This is more of an issue outside the CAZ. Hall claims that out of 43 Opportunity area, only three figure on the map of strategic interchanges: Stratford, Willesden Junction and West Hampstead. 


� Planning, 28.08.09.


� ‘West End’ refers to the commercial and entertainment districts to the west of the City, including Soho, Mayfair and areas between Oxford Street and Euston Road. In this context, includes Holborn, Covent Garden and Bloomsbury (also known as Midtown). Is mostly in Westminster but partly in Camden. 


� Inner London is defined here as the Central London sub-region plus Hackney, Hammersmith & Fulham, Tower Hamlets and Wandsworth.


� Office Space across the world Cushman & Wakefield, February 2010.


� CBRE monthly index, January  Reported in Evening Standard, 16.01.10.


� Estates Gazette, 20.03.10. IPD rental information services.


� Drivers Jonas Deloitte Crane Survey, March 2010. 


� King Sturge, Guardian, 06.02.10.


� ‘Canary Wharf operates as the safety valve of the City of London.’  See Central London Central Business District. Its global importance. GLA Economics, January 2008. 


� Drivers Jonas Deloitte Crane Survey, March 2010.   


� Evening Standard, 27.03.10.


� Chartered Institute of Purchasing and Supply (CIP) monthly survey of contractors and construction purchasers; Construction Products Association (CPA), first quarter of 2008. Reported in Building, 09.04.10. 


� Construction data provider Barbour ABI, quoted in Building, 16.04.10.


� ‘A lot of activity in the £50 million-plus bracket will be the result of the rights issues that the larger developers carried out this year. A lot of projects under £50 million will be funded by bank debt and third-party financing and may not come back online so quickly.’ Nicholas Thompson, CE, Aukett Fitzroy Robinson (commercial architects). Quoted in Building, 16.04.10.


� Estates Gazette, 01.02.10.


� Investment Property Databank. February 2010.


� Survey by PwC and the Urban Land Institute. Reported in Estates Gazette, 01.02.10.


� Estates Gazette, 06.03.10.


� Estates Gazette, 03.04.10.


� Guardian, 27.03.10.  


� House building tables  – Table 1h. Housing starts and completions: London. www.communities.gov.uk.


� Information on housing permissions, starts and completions is taken form the London Development Database system, as collated in London Plan Monitoring Report 6. GLA, February 2010 


� Net figure, that is the number of completions less demolitions and dwellings falling out of use. The gross number of completions in London in 2008/9 was 32,445. See Figure 7.7


� House building tables – Table 1h. Housing starts and completions: London. www.communities.gov.uk. 


� London’s Place in the UK Economy. City of London/LSE, 2009.


� The London Housing Strategy. GLA, February 2010. The Mayor had already launched in November 2009 the Delegated Delivery Programme Pilot, under which London boroughs could obtain more influence over affordable housing investment in return for commitments on delivery. The participating boroughs are Croydon, Hackney and Westminster.


� Evening Standard, 03.12.09.


� The London Housing Strategy, GLA, February 2010.


� London Councils, January 2010.


� In May 2009 the government decided to give £1.6 billion in emergency grant to housing developments stalled because of the credit crunch.


� Planning Green Paper. The Conservative Party, February 2010.


� Building, 12.03.10. 


� Third Economic Recovery Action Plan Update. GLA, November 2009.


� In Camden, creating mixed communities is an aspect of the Council’s ‘place-shaping’ agenda.


� Housing in London 2008. GLA, 2008.


� Building for Life (2002) is a widely accepted rating system for housing design, jointly supported by CABE and the House Builders’ Federation. It rates plans against 20 criteria, such as tenure mix, access to public transport, layout of community facilities, awarding one point, half a point or zero for each.


� Quoted in Building, 05.02.10.


� Housing Design and Sustainability. HCA, April 2010. More than 8 out of 10 private homes built in the South-East fail to meet the HCA draft space standards. Building, 09.04.10.


� See also: Draft London Housing Design Guide, Cost and Delivery Impact Assessment. HCA, LDA, GLA, March 2010.


�Lifetime homes, Lifetime Neighbourhoods. A National Strategy for an Ageing Society. CLG, DOH & DWP, 2008. 
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