The future of the office in central London
Report to Central London Forward

Central London Forward

The future of the office in
central London
November 2022

Two Pancras Square
Source: Dylan Nolte via Unsplash

The future of the office in central London
Report to Central London Forward

Executive summary

2

The future of the office in central London
Report to Central London Forward

Executive summary
Introduction

80%

Ove Arup and Partners, working with the London School of
Economics and Gerald Eve were appointed by Central
London Forward (CLF) to study the change in use of
offices in central London, prospective demand for the next
5-20 years, how this might impact on local economies, and
the resulting policy implications. The work was carried out
between May and September 2022.

60%

Office attendance is just under half of 2019 levels, and is
now more focussed in the middle of the week.
By summer 2022, London employee office attendance
levels appeared to be just under half those of 2019. An
uptick, and indeed the new normal, may emerge over
autumn and winter 2022, as employer policies are enforced,
new care arrangements are made, and the balance of the
costs of commuting and heating changes, given the recent
energy price increases. Based on metro ridership, London’s
office attendance recovery appears to be ahead of New York
City, and behind Paris. Office attendance rates also differ
across sectors; global data from AWA suggests that those
office jobs in traditional sectors, those that require
dedicated equipment, or those that rely on personal contact
are likely to have higher attendance rates.
Office attendance is now even more focused on the middle
of the week. Friday is now by far the quietest day, with only
50% of Thursday, the busiest day’s, attendance.
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Office occupancy and London Underground use as % of pre-pandemic levels
Source: Remit Consulting (2022), Arup London office data, Advanced Workplace Associates (2022), Transport for London (2022)
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Office and tube attendance and ridership distribution by days of the week, February 2020 and Q2 2022 (5 days sum = 100%)
Source: Arup (May 2022), Remit Consulting (May 2022) and Advanced Workplace Associates (June/July 2022), Transport for London (February 2020,
May 2022)
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Employee

Employer

Society

Home and office lives have experienced a great reorientation. Although patterns differ across industries,
employers, and individuals, stakeholders consulted as part
of this work reported that hybrid working is the assumption
for central London’s office workers going forward.

Commute cost savings

Office accommodation
savings, although these
may already be sunk

Positive impact on closeto-home economy

Commute time savings

Certain solo tasks more
productive, employees may Health and wellbeing
work longer hours, take
benefits
less sick leave

Although employers now offer this, the benefits are yet to
be fully realised, and there is a mis-match of expectations of
office attendance between employers and employees, with
the average worker falling around one day short of the
number of minimum number of days in the office specified
by their employer. Tools that allow for better
compartmentalisation of tasks, and team days, may help
realise the full benefits.

Benefits of office working

If executed well, a hybrid solution offers opportunities to
secure the benefits of working in-person including social
contact, collaboration and agglomeration benefits, with the
potential to increase the diversity and geographical spread
of central London’s office labour force, and employee
satisfaction.

Benefits of remote / hybrid working

Hybrid working presents huge opportunities for
employers and employees.

Wider labour market: in
(Potentially)
Better work-life balance terms of both diversity and environmental benefits
geography
from reduced travel
More compatible with
caring responsibilities

Recruitment and retention

Social contact with
colleagues and others

Certain group or
collaborative tasks more
productive

Collaboration and
inspiration

Build organisational and
team culture

Required days in office per
week

Actual office
attendance rate per
week

No policy

0.9

Varied by team

2.05

2 days per week

1.15

2/3 days per week

1.6

3 days per week

2.1

Difference in employer hybrid working policies and
adherence
Source: Advanced Workplace Associates (2022)

Positive impact on closeto-office central London
economy
Knowledge spill-overs,
innovation with other
organisations

Better defined work-life Cascade of knowledge and
boundaries
skills within organisations
(Traditionally)
progression, training and
development

Summary of the benefits of office working, remote / hybrid working
Source: Arup
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Factors including the flight to quality, and pent-up
demand from the Covid period, are helping sustain the
current market.
Central London quarterly office take up has now returned to
the pre-pandemic average, sustained by a number of factors
including constrained supply, significant pre-letting of new
developments, a flight to quality, shorter-term leases, and
pent up demand from the Covid period. But availability
rates are also high - close to historical maxima in some
central areas - and recent rises in interest rates, and the
economic climate more generally, may threaten investment
in offices going forward.
Occupiers now want flexible, sustainable, high quality
spaces that accommodate a wide range of working tasks.
Central, better quality offices are likely to be in much higher
demand going forward than peripheral, lower quality
spaces. Central London’s attractiveness both as a global
centre and as a place to visit and to live, and the offer
outside the office door is fundamental to keeping offices
attractive.

Occupiers are increasingly looking for offices which
have the following characteristics:
Flexible spaces that can adapt to accommodate a wide
variety of activities
High-quality sustainability credentials
Quiet spaces for phone calls or working
An abundance of meeting spaces and places for
collaboration
Good access to public transportation
Food and beverage amenities such as an on-site café
A design which communicates the company’s brand
and values
Post-pandemic priorities for office occupiers
Source: Gerald Eve (2022).

Stratford
Source: Regan-Asante via Unsplash
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The longer term demand for offices will be driven by employee
attendance rates, and the wider economy.
Traditional office based jobs are projected to grow to 31% by 2042
(Greater London Authority 2022a). Nevertheless, with the downturn in
employee attendance rates, employers are currently facing strong
incentives to take action to encourage staff to return more often, to
delay expansion, or to right-size their office estate.
The inertia of the office market, with many tenants and landlords
committed to long leases, means that there will be a time lag before
this translates into reduced demand for floorspace. Over that period,
the number of office jobs will likely increase, employee attendance
rates may somewhat recover and the flight to quality may continue to
drive demand. When combined, this is likely to lead to a soft landing
for office providers. It also gives occupiers, landlords, developers and
policy makers an opportunity to respond to changes.
More peripheral locations, and those with lower volumes of high
quality office stock, are more exposed.
The potential impact of the flight to quality will therefore be felt
unevenly across central London.

Central London office sub-market by quality of office stock – all CLF area
Source: Gerald Eve and Arup analysis of CoStar data (2022)
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We modelled three scenarios for future growth.
Back to the Office – employee attendance rates
return to 80% of 2019 levels (among other
assumptions).

The third scenario, Uniform Utilisation, had inhabited
floorspace returning more slowly, and as a result, was
back to 2019 levels by 2041. This scenario also relied on
new employers locating in central London, that may have
otherwise be priced out.

Midweek Metro – employee attendance levels
return to 65% of 2019 levels, concentrated in the
middle of the week (among other assumptions).

In all .scenarios, the inhabited floorspace was driven by
growth in the number of central London office jobs, the
flight to quality, and rates of office supply.
The first two of scenarios, Back to the Office and
Midweek Metro, had overall inhabited central London
floorspace above 2019 levels by the beginning of the
2030s (right), although these were dependent upon
substantial increases in employee attendance compared
with today, and a continued flight to quality.

110
108
106

Index (Year 2019 = 100)

Uniform Utilisation – employee attendance levels
reach 50% of 2019 levels, spread more evenly
across the week (among other assumptions).

In this way, office worker, employer behaviour and the
wider economy will all have an impact on long term office
demand, and a recession in 2023 may cause a drop in
office based employment in the short term.

104

Back to the Office

102

Mid-Week Metro

100

Uniform Utilisation

98

2019 levels

96

Historic levels

94
92
90

2009 2011 2013 2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035 2037 2039 2041

Inhabited office floorspace volume projections by scenarios, compared to pre-pandemic (2019) levels for central London
Source: Arup analysis
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The impact of office workers on local economies
The absence of workers can have a significant impact on
local economies through an absence of spend on lunch,
leisure and culture. As such, there are indications that
face-to-face industries in residential locations are
recovering more quickly from the pandemic.
The City’s local economy was found to be especially
vulnerable to a drop-off in footfall, with 43% of local

spend coming from office workers (Arup analysis,
below). Outside of the City, contributions from other
visitors and local residents have a greater impact.

see to determine if this behaviour will continue if office
attendance ramps up.

In addition, the impact of worker absence on local
economies appears to be being mitigated by workers
spending more on each visit to the office, with some
evidence of more extravagant lunch, leisure and retail
outlay per visit, since the pandemic. We must wait and

In each of our three scenarios, workers’ contribution to
economies close to their offices will be lower than in
2019 until the early 2030s. At the same time, more
residential areas have benefitted from office worker
spend from home working, and are likely to continue to
do so.

16,000

8%

14,000

£m 2022

12,000
10,000
8,000

8%

6,000

3%
43%

5%

1%

10%

City of London

Hackney

Haringey

Islington

7%

3%

10%

1%

2%

4,000
2,000
-

Camden

Population spend

International visitors spend

Kensington and
Lambeth
Lewisham
Chelsea
Domestic overnight visitors spend
Day visitors spend

Southwark

Tower Hamlets Wandsworth

Non-office workers spend

Westminster

Total local expenditure by
type of visitor by central
London borough in 2019,
uplifted to 2022 prices
Source: Arup analysis of GLA
London Tourism Forecasts, GB
Day Visits survey (2019); Office
for National Statistics (2021b);
Greater London Authority
(2022a)

Office workers spend
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Conclusions
•

Office markets and local economies in the City are most exposed to the new
working patterns of office workers. Local economies in more residential
locations stand to benefit. We should see the new normal attendance rates for
office workers emerge over the remainder of 2022 and early 2023.

•

There is a huge opportunity to embrace the best of home working and inperson working, but it requires changes from the status quo. The benefits to
the economy that come from employees locating together need to be protected.
At the same time, the option of home working has huge benefits for the
individual and may help widen and diversify central London’s labour pool.
Employees have yet to compartmentalise their tasks so that they are suited to
home or in-office working. They are also disincentivised to come to office
because of the time and costs of the commute.

•

Office worker, employer behaviour and the wider economy will have an
impact on long-term office demand. In the short-term, the prime office market
may be sustained by the flight to quality and inertia caused by long leases, but
interest rates and wider economic volatility threaten this. In the longer term,
action is needed to encourage new employers to move to central London and
existing ones to grow.

•

Central London’s wider offer is fundamental to keeping offices attractive.
Increasingly it is London’s leisure and culture facilities, and vibrancy and
diversity outside of the office door that matters. For many employers, variety
and stimulation outside of the office is beginning to matter more than proximity

to other businesses, allowing their people to be stimulated, and to innovate. The
City and the West End will remain desirable places to locate at the right price.
•

Lower grade offices, especially those in more peripheral locations, will be
harder to fill, and will experience the greatest softening of demand. Whilst
some locations may benefit from protection, in other locations, high quality
conversion to alternative uses may be appropriate, including controlled
conversion to residential in areas with significant pressures on the housing
market.

•

Office workers represent a small, albeit important proportion of local spend
in areas outside of the City. Increased spend per visit is currently mitigating the
full impacts of office worker absence, and many residential areas have seen
upturns from local spend resulting from hybrid working patterns.

A new Pret a Manger
shop, opened in mid2022, in the
residential location of
Stoke Newington,
Hackney Source:
GoogleMaps (2022)
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Recommendations

•

Many cities around the world are now taking action to respond to the new patterns of
office use. In order to drive inclusive and sustainable growth in central London so
that the economy continues to thrive, and central London residents are able to access
the opportunities this creates, we recommend that CLF and its partners take the
following actions:

Support a more efficient use of office stock, including exploring the potential
to open up lesser-used office spaces to a range of local users who could make
use of the space during quiet periods.

•

Help ensure central London’s office stock meets market needs. This would
include lobbying for the abolition of VAT for low carbon refurbishments and
continuing to provide skills and space for sectors with bespoke needs including
lab-enabled offices.

•

Protect and enhance the wider eco-system in central London, including
support for London’s thriving culture and creative offer, the diverse arts and
entertainment sector and the unique public realm.

•

Promote a ‘best of both worlds’ approach to hybrid working, developing a
strong narrative around the benefits of hybrid working and continuing to
champion central London as a centre for collaboration and agglomeration.

•

Monitor and respond to emerging market trends, and share data on office
occupancy and office use, to help organisations learn from one-another.

•

Ensure affordable and flexible public transport. This includes making
accessing central London more affordable, especially in the context of the cost
of living crisis.

•

Protect important commercial properties and support a managed transition
of less viable properties to other uses where appropriate, including the
potential conversion of lower quality office stock to high-quality residential,
under certain conditions.
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Important notice

This report has been prepared specifically for and under
the instructions and requirements of Central London
Forward.
This report is prepared for use and reliance by our client
only. No third party is entitled to rely on this report. We
do not in any circumstances accept any duty,
responsibility or liability to any third party whatsoever
(including property investors whether by bond issue or
otherwise) who has relied on this report. Accordingly,
we disclaim all liability of whatever nature (including in
negligence) to any third party other than to our client.
In preparing this report we have relied on information
provided by others and we do not accept responsibility
for the content, including the accuracy and
completeness, of such information. In no circumstances
do we accept liability in relation to information used by
us which has been provided by others. We emphasise
that the forward looking projections, forecasts, or
estimates are illustrative only and scenario based. They
are based upon interpretations or assessments of
available information at the time of writing. Actual
events frequently do not occur as expected, and the
differences may be material. For this reason, we accept

no responsibility for the realisation of any projection,
forecast, opinion or estimate. Findings are time sensitive
and relevant only to current conditions at the time of
writing. We will not be under any obligation to update
the report to address changes in facts or circumstances
that occur after the date of our report that might
materially affect the contents of the report or any of the
conclusions set forth therein. No person other than our
client may copy (in whole or in part), use or rely on the
contents in this report without prior written permission.
Any copying or use of this report (in whole or in part)
by any party whatsoever shall be accompanied by or
incorporate this notice at all times. We accept no
responsibility for, and have not authorised, the contents
of any report, prospectus, supplementary prospectus,
listing particulars, supplementary listing particulars,
presentation or other document or communication in
respect of the sale, acquisition, offering or transfer of
any shares or securities or interest in them, whether on
the primary or secondary market or otherwise, which
uses, includes or incorporates any report, deliverable or
information, or any element thereof, prepared by us
under or in connection with this agreement.

Ove Arup & Partners Limited
London School of Economics
Gerald Eve
November 2022
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Introduction

This study
Background
Ove Arup and Partners, working with the London
School of Economics and Gerald Eve, were appointed
by Central London Forward (CLF) to study the changing
use of and demand for office space in central London
after the Covid-19 pandemic, and the potential
implications of this for central London and for CLF’s
member boroughs. The work was carried out between
May and September 2022.
The key research questions were:
•

How has the use of offices in central London
changed as a result of the pandemic, and how
might this change in the next 5-20 years?

•

What does the current demand for offices look like
in central London, and what might this look like in
the next 5-20 years?

•

How will changes in the use of offices impact on
the local economy in central London, and on
residents?

•

What are the policy implications for central
London boroughs, and for other key stakeholders?

In our work, we focus on employed office workers. We
suggest that the impact of the pandemic and economy on
self-employed office workers may be substantial, and
suggest further study.
Approach
The study had four phases of work: baselining and
review of existing evidence; analysis of the evidence
and data; scenario modelling to understand potential
implications of different office working patterns; and
understanding the implications of these findings on the
office market and local economies. More details on our
modelling approach can be found in the Appendix.
As part of the study, four workshops were held with
attendees from across the CLF membership alongside
participants from public sector, private sector and thirdsector organisations.

Structure of the report
The report has six sections. The first considers central
London’s economy in the pre-pandemic period, setting
the baseline from which the changes we have seen over
the past two and half years have emerged. The second
section is focused on the use of offices and changes as a
result of the pandemic. We then consider the current
demand for offices in central London and consider what
this might look like in the next 5-20 years, followed by
an exploration of the impact on local economies. The
fifth section takes a scenarios based approach to
considering the future of office demand in central
London. The final section sets out conclusions and
recommendations.
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Introduction

Geography
The study focuses on the CLF area (hereafter referred to as central London) which
consists of the London Boroughs of Camden, Hackney, Haringey, Islington,
Kensington and Chelsea, Lambeth, Lewisham, Southwark, Tower Hamlets,
Wandsworth, Westminster and the City of London. The study also draws observations
and comparisons from different geographies such as Greater London and outer
London, which consists of the London Boroughs outside of the CLF area.
Time periods
The study uses certain key time periods to guide its analysis. These include the decade
leading up to the pandemic, also referred to as the pre-pandemic period (2009 to
2019), the pandemic period (2020 to summer 2022) and the future study period (the
next 5 to 20 years, to 2042).
Classifications
We classify office jobs as those corresponding to the Standard Industrial Classification
(SIC) broad industry groups of information and communication, financial and
insurance activities, real estate activities, professional, scientific and technical
activities, public administration and defence. We have used payroll jobs, rather than
full-time equivalents (FTEs) throughout, and we have used the workplace definition of
location.

Study boundaries
Source: Central London Forward (2022), Greater London Authority (2022), Arup
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Defintions
Central London office sub-markets
Office sub-markets located in the central area of London and analysed by commercial
property companies. Composed of: Paddington, Canary Wharf, Farringdon, Victoria,
Shoreditch, Southbank, Fitzrovia, Soho, City, Knightsbridge, Mayfair & St James,
Midtown, Covent Garden, King’s Cross and Marylebone.
Inhabited office floorspace
The volume of floorspace that is tenanted, or owned by employers (i.e. that is not
vacant).
Office attendance
The proportion of employees in the office as a share of the total workforce based there.
Office based jobs
Emerging and traditional office based jobs as defined by the SIC 2 code categories in
the table opposite.
Office occupancy
The proportion of desks occupied, relative to the office’s capacity.
Office floorspace take up
The volume of floorspace leased or sold to occupiers in a given period.

Office based jobs definition
Emerging office based jobs (SIC 2 code)

Traditional office based jobs (SIC 2 code)

58: Publishing activities
59: Motion picture, video and television
programme production, sound recording
and music publishing activities
60: Programming and broadcasting
activities
61: Telecommunications
62: Computer programming, consultancy
and related activities
63: Information service activities
71: Architectural and engineering activities;
technical testing and analysis
72: Scientific research and development
73: Advertising and market research
74: Other professional, scientific and
technical activities

64: Financial service activities, except
insurance and pension funding
65: Insurance, reinsurance and pension
funding, except compulsory social security
66: Activities auxiliary to financial services
and insurance activities
68: Real estate activities
69: Legal and accounting activities
70: Activities of head offices; management
consultancy activities
84: Public administration and defence;
compulsory social security

Source: Office for National Statistics, Arup
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Central London in the pre-pandemic period

Why are central London’s offices so important?
London’s office based sectors account for a large
proportion of the capital’s economy.
Central London’s office-based sectors drive the capital’s
economy. Office-based jobs comprise 58% of London’s
total GVA, and 76% of this is added by office jobs in
central London, totalling nearly £205 billion (Office for
National Statistics 2022c).
The central London agglomeration currently relies
on office workers being there in-person.
Organisations with employees based in central London
benefit from knowledge sharing, labour pooling, and
efficiencies through in-person networks. With current
technology, this cannot yet be fully replicated in a
virtual setting.
Office workers are a key part of central London’s
wider ecosystem.
Office workers contribute to footfall and vibrancy, and
offer patronage to retail and leisure establishments, and

arts and culture. They offer collaboration opportunities
to other businesses, government, healthcare and other
anchor institutions. In turn, the spillover from the
different elements of the knowledge economy and wider
attractiveness is key to the quality and diversity of
professional opportunities. A long-term reduction in the
number of office workers may be a threat to the
recovering central London ecosystem.
UK-wide public sector income depends on offices.
For local authorities, offices provide an important
contribution in terms of business rate income. Central
London’s office jobs also contribute significantly to
national public finances through tax revenues.
Transport planning depends on the commuter peak.
Transport for London and national commuter railways
have for years based their asset base, station and rolling
stock capacity around servicing the commuter peak. A
long-term change in office worker behaviour offers a
transformation in how these assets are used.

The office real estate sector is a large industry and
employer in itself.
Offices and office developments are an important
component of the real estate market, particularly for the
investment of pension funds and Real Estate Investment
Trusts (REITs). Central London’s real estate investment
stands at around £10bn per quarter, and the sector
employs thousands of people across the capital (BNP
Paribas 2022).
Decisions in the office sector affect other elements of
spatial policy, including housing.
Housing, office space, retail, and other uses have all
traditionally competed for space in central London. Any
re-allocations create knock-on impacts for other areas of
public policy.
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Central London in the pre-pandemic period

The capital’s economic growth in the pre-pandemic period was driven by the central London office sector.
The decade to 2019 saw substantial growth in
London’s office-based industries.
The central London office worker is something of a
trope within British culture. And deservedly so: in the
decade before the pandemic, the number of central
London office jobs grew by 38%, faster than the rate in
London as a whole (29%) and outer London (11%)
(Office for National Statistics 2022b). Central London’s
growth rate of total jobs, i.e. both office and non—
office, was twice that of outer London over the same
period. (Office for National Statistics 2022b).
By 2019, there were around 1.5 million office jobs in
central London, representing 47% of the total number of
jobs in the central area (Office for National Statistics
2022b). In turn, Central London was home to 59% of all
jobs in London and 77% of London’s office-based jobs
in 2019 (Office for National Statistics 2022b).
Central London has grown faster than other areas,
and productivity in office-based sectors is high.
Between 2009 and 2019, GVA in London increased by
25% (Office for National Statistics 2022c). Central

London showed slightly stronger performance, with
GVA growing by 29% over the same period (Office for
National Statistics 2022c), largely because of the growth
in office-based jobs. Over the same period, 788,000
jobs, an increase of 33%, were created in central
London (Office for National Statistics 2022c).
In 2019, central London accounted for 68% of London’s
total gross value added (GVA) (Office for National
Statistics 2022c). Office-based jobs tend to be in high
value industries, with higher wages than other sectors in
central London.
Central London is where most of London’s new
residents chose to live.
Central London is an important shop-window for the
capital’s new arrivals. In 2019, 59% of all new London
residents moved into central London, and 35% of all
Londoners called central London their home (Office for
National Statistics 2022a). Central London’s population
increased by 418,000, or 16%, between 2009 and 2019
(Office for National Statistics 2022a).

1.5 million office-based jobs were based
in central London in 2019

77% of all of London’s office-based
jobs were in central London in 2019

788,000 new jobs, an increase of 33%,
created between 2009-2019

418,000 new central London residents,
an increase of 16%, between 2009-2019

GVA increased by 29% in central
London, between 2009 and 2019

Source: Arup analysis of BRES data (2022) ; ONS (2022)
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Central London in the pre-pandemic period

Central London has seen rapid growth in office based jobs and growth in floorspace in the last decade
Central London has seen rapid growth in office based jobs in the last decade.
London, and especially central London, has a high-proportion of office-based jobs,
meaning that it is particularly exposed to the impacts of working at home.
In 2020, London reported the highest proportion of home workers nationally (nearly
50% worked from home at some point in 2020) which in part reflects London’s
sectoral make-up (Office for National Statistics 2021a).

With over 20 million square metres of office floorspace in 2019, central London
was home to 78% of all the office floorspace in Greater London.
The amount of central London office floorspace has grown steadily over the past
decade to partly accommodate the growth in jobs, although it declined slightly in the
year immediately before the pandemic. This was, in part, a result of conversion of
office accommodation to residential use, enabled by permitted development rights and
a relatively permissive policy position. At the same time, employers have been able to
allocate less floorspace per employee, with a growth in remote and flexible working,
smaller work areas, and hotdesking policies.
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Central London in the pre-pandemic period

Office space grew fastest in Hackney and Islington in the ten years to 2019
Central London added 6% to its total office floorspace in the ten years to 2019.
The City is home to London’s largest volume of office floorspace, and has experienced
the highest absolute growth in the ten years to 2019, but Hackney saw the fastest
proportional growth in central London, albeit from a relatively low base.
Some boroughs – Haringey, Lambeth, Lewisham, Kensington and Chelsea and
Wandsworth saw reductions in their supply of office floorspace, likely reflecting
conversion to other uses such as residential. Outside of the CLF area, outer London
boroughs also experienced this reduction in office floorspace.
40%
30%
20%
10%
0%
-10%
-20%

Historic total office floorspace (both occupied and unoccupied) change in Greater London and central
London boroughs (2009-2019)
Source: Arup analysis of Valuation Office Agency data (2022)

Increase in office % increase in
Total floorspace Total floorspace floorspace 2009- office floorspace
2009
2019
2019
(2009-2019)
London
25,834,000
26,305,000
690,000
3%
Camden
2,090,000
2,240,000
168,000
8%
City of London
5,192,000
5,625,000
564,000
11%
Hackney
502,000
666,000
171,000
35%
Haringey
137,000
114,000
-23,000
-17%
Islington
1,198,000
1,364,000
208,000
18%
Kensington and
Chelsea
469,000
457,000
-40,000
-8%
Lambeth
606,000
514,000
-99,000
-16%
Lewisham
116,000
107,000
-10,000
-9%
Southwark
1,227,000
1,310,000
97,000
8%
Tower Hamlets
2,341,000
2,428,000
124,000
5%
Wandsworth
316,000
296,000
-32,000
-10%
Westminster
5,338,000
5,350,000
29,000
1%
Central London
total
19,532,000
20,471,000
1,157,000
6%

Total sqm of office floorspace (both occupied and unoccupied) by central London borough 2009 and 2019
Source: Arup analysis of Valuation Office Agency data (2022)
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But office space is still overwhelmingly located in the CAZ
The traditional locations of the City, Westminster and Canary
Wharf contain the highest concentrations of central London’s
office space.
Office floorspace is concentrated within the CAZ in Central
London, with the largest volumes of floorspace located within the
City of London, Westminster, Tower Hamlets and Camden.

Office floorspace distribution in central London boroughs
Source: Arup analysis of Valuation Office Agency (2022)
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By 2021, 40% of central London’s office based jobs were in the City and Westminster, with high concentrations
in Camden, Islington, Tower Hamlets, and Southwark.
The traditional, central areas of office based employment dominate in terms of
the number and proportion of office jobs.
Together, Westminster and the City were home to 0.75m office jobs in 2021 (over half
of the central London total) and Camden, Islington, Tower Hamlets and Southwark
were all home to over 100,000 office based jobs each . Thereafter, the numbers of
office-based jobs declined broadly with distance. Farthest afield, both Haringey and
Lewisham counted office workers numbering in the low tens of thousands, around
one-thirtieth of the City’s figure.

Local economies in the City and Westminster are therefore most exposed to an
absence of office workers. These boroughs also tend to host many of London’s
international tourists, which during summer 2022, were still below average. More
residential boroughs stand to benefit from local spend, but rely on the continued
attractiveness of central London as a place of employment for their residents.
The City also had by far the highest reliance on office jobs, making up nearly threequarters of its total jobs. In Lewisham, Haringey and Wandsworth, the corresponding
figure was less than one-fifth.
All jobs
Camden
City of London
Hackney
Haringey
Islington
Kensington and Chelsea
Lambeth
Lewisham
Southwark
Tower Hamlets
Wandsworth
Westminster
Central London total

Total number and percentage of office jobs as a percentage of all jobs in the Local Authority (2021)
Source: Arup analysis of BRES data (2022)

369,263
552,585
138,405
72,267
230,061
135,471
148,279
65,996
250,097
293,526
121,347
726,876
3,104,172

Office-based jobs
147,331
396,372
56,036
14,239
109,140
40,619
37,119
10,854
109,189
155,956
24,426
353,445
1,454,727

Total number of jobs and office jobs in central London (2021)
Source: Arup analysis of BRES data (2022)

Office jobs % of
borough total
40%
72%
40%
20%
47%
30%
25%
16%
44%
53%
20%
49%
47%

Office jobs % of
central London
total
5%
13%
2%
0%
4%
1%
1%
0%
4%
5%
1%
11%
47%
24

The future of the office in central London
Report to Central London Forward

The use of offices in central London and changes as a result of the pandemic

Across all occupations, hybrid working is gaining in popularity
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Hybrid working
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From January 2022, the advice to work from home in
the England was lifted. The residual persistently higher
levels of home working are therefore driven by
employee choice, employer policies, and a change in
culture.

70

Feb-21

A June 2020 survey of 1,341 employees in Great Britain
who were mostly or entirely office based before the
pandemic found that 68% were working from home 3-5
days per week. Before the pandemic, only 3% of this
group were working from home 3-5 days per week
(IPUT and Arup 2020, 11). In the United States, days
worked from home rose from around 5% of all days
worked to around 60% in May 2020 (Barrero, Bloom
and Davis 2022, 5).

Jan-21

Between 2011 and 2019, the number of UK workers
doing any work at home increased on average by 2.8%
per year (Office for National Statistic 2021a). By the
onset of the pandemic, 11.4 million people did some
work at home, a 32% increase compared to the previous
year. (Office for National Statistics 2021a).

By spring 2022, purely home working across all
occupations had declined across Great Britain, and
hybrid working had grown significantly in popularity as
employees found a balance that suited them. By the
same time, around 50% of British employees said that
they travelled to their normal place of work, a useful
reminder that hybrid / home working applies
fundamentally to office workers, and not to the whole
workforce.

Percentage of working adults

Prior to the pandemic, there was a gradual increase
in the share of workers doing some work from home,
and this increased dramatically in 2020.

Proportion of working adults travelling to work
in the past 7 days (both office and non-office
workers), Great Britain
Source: Office for National Statistics (2022e)
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Workplace visits (both offices and non-offices) in central London are around a third lower than pre-pandemic
levels
The long-term impacts of home working on London
may be more pronounced than the rest of the UK.

Workplace visits are around a third less than
pre-pandemic levels.

London saw the highest rate of working from home of
any region in the UK (Office for National Statistics
2021a). London also saw a greater increase in those
undertaking homeworking between the end of 2019 and
early 2022, as well as a greater decrease in those not
undertaking homeworking (Office for National Statistics
2021a).

According to Google data, all workplace visits (not
just to offices) in the central London boroughs
during September 2022 were between 27% and 40%
lower than pre-pandemic levels. The largest drops
are in Islington, Haringey, Kensington and Chelsea,
Camden, Westminster and Tower Hamlets, with
Southwark closest to pre-pandemic levels (Google
2022).

This was likely driven by London’s sectoral make up,
and higher commuting costs and time, as well as a
reluctance to return to public transport (79% of London
worker respondents cited “avoid commuting” as a
positive) (Greater London Authority 2022a).
However, some sources have suggested that postpandemic office employee attendance rates are higher in
London than elsewhere in the UK, perhaps because of
the lower property size, and hence less luxurious home
working circumstances, among London’s office workers
(Remit Consulting, 2022; Arup 2022).

Percentage change in workplace visitors (both offices and non-offices)
from baseline (Jan 2020) for September 2022
Source: Google Mobility (2022)
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London office attendance has plateaued at around 40-50% of 2019 levels. But it may pick up over the autumn.
Measures of overall workplace attendance suggest
that London employee attendance rates are just
under half of 2019 levels.
We have drawn on four sources of to help understand
attendance patterns: TfL tube journey data, UK-wide
office attendance data from Remit Consulting, a UK
survey by Advanced Workplace Associates and Arup’s
own office attendance data.

The large increase seen through the middle part of 2021
and in early 2022 levelled off over the summer 2022
period. However, we may see a step up in the autumn as
flexible working policies are implemented and adhered
to, new caring arrangements are made (linked to the new
school year), and the relationship between commuting
and heating costs changes. The period from September
onwards may well represent our first taste of the new
normal.

80%
70%
60%
50%
40%
30%
20%
10%
0%

London Underground (weekdays)
Arup
AWA
Remit Consulting

Pre-pandemic occupancy levels were between 60%
and 80%.
A variety of factors, such as annual leave, illness and
travelling for work mean that a company’s full
workforce would never have attended the office all at
the same time. Remit Consulting (2022) estimates that
a full office, also called its peak occupancy, would
have been between 60% and 80% of total capacity in
the pre-pandemic period.
This means that the proportion of desks occupied on a
given day is likely to be even lower in 2022. In
summer 2022, Arup’s own offices have daily
occupancy between 20% and 40% of office capacity.
Wider surveys of UK offices suggest occupancy to be
between 20% and 33%, on average (Remit Consulting
2022; Advanced Workplace Associates 2022, 21). As
data from the autumn and winter of 2022 emerges,
employers may then begin to assess the impact of
policies brought in earlier in the year and their medium
to long term space requirements.

Office occupancy and London Underground use as % of 2019 levels
Source: Remit Consulting (2022); Arup; Advanced Workplace Associates (2022); Transport for London (2022)
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Hybrid working is the assumption for London’s office workers going forward. There are benefits from both home
and office working for employers, employees and society.
Employees appear reluctant to go back to full time
attendance in the office.
Stakeholders consulted as part of this work have reported
that hybrid working is the assumption for central
London’s office workers going forward.
In a global survey, 23% of UK respondents – the highest
of any country – said that they would leave their job or
search for a new one if forced to return full-time (Aksoy
et al. 2022, 10). The respondents also valued the ability to
work from home 2 or 3 days per week as much as a 5%
pay increase (Aksoy et al. 2022, 9).
Socialising, collaboration and work-life boundaries
are reasons for London employees to visit their place
of work.
Reasons for attending the office include seeing colleagues
to socialise, collaborating face-to-face and maintaining
work-life boundaries. The King’s College Survey of
London workers (all sectors, not just office workers)
found that 79% of workers felt connected to people when
they worked from the office and that this number drops to
45% when working from home (King’s College London
2022, 19).

Other commonly identified benefits of working remotely
The time and cost of the commute, and the ability to
balance work with non-work responsibilities were key include having flexibility to address non-work
responsibilities, avoiding distractions in the office, having
reasons for homeworking.
more quiet spaces for focused work, and having a more
At the same time, homeworking offers a different set of relaxing environment at home (King’s College London
advantages. 79% of London workers reported that
2022, 29-30). However this may change in winter 2022,
working from home was good because it allowed them to with a suggestion that it may be more cost-effective for
avoid commuting (King’s College London 2022, 30)
workers to pay for a travel ticket to avoid the increased
which has both time and financial costs. Furthermore,
costs of heating their homes (Fletcher 2022).
national rail commuting costs when paid daily are often
Hybrid working can also offer benefits to employers.
higher on a unit cost basis: an office worker from
Reading will pay almost 25% more when purchasing
three peak return national rail tickets, compared to a old- As well as the potential savings on office costs, and
fashioned weekly season ticket (£156.30 vs £126.20). The recruitment and retention, Arup (2021) pointed out that
new flexi-season tickets do offer small discounts for those with less frequent commuting, and higher salaries,
travelling in two days per week, but are more expensive London’s labour market capture could soon extend to
for many when travelling in for three days or more. The parts of the south west, south Wales, East Anglia and the
TfL system is more flexible, but does not currently offer midlands. The full opening of the Elizabeth Line and (in
future) HS2 may extend this further. Office workers, who
discounts for part time season ticket users.
have tended to be more willing to travel further, and who
receive the largest premiums on their wages for working
In practice this means that many workers motivated by
in London, are best placed to gain from this. At the same
saving money are not purchasing season tickets in
advance. Therefore daily decisions to part with peak fares time, employers stand to benefit from opportunities to
recruit employees who can better fit hybrid working
may ‘hurt’ more than previous systems whereby season
around caring responsibilities, a group in which women
tickets loan payments were extracted from salary at
source. This behavioural aspect may discourage marginal and older people are over-represented.
28
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If implemented correctly, a hybrid approach could deliver the best of both worlds.
There are productivity benefits from working at home
on some types of tasks, and working in the office on
others.

colleagues (or others) outside of working hours.

Many employees report that working remotely is good
for their productivity. In a survey of UK office
employees, around 85% of workers said they get about
the same amount or more work done at home (University
of Southampton 2021, 14). One study of the US
workforce concluded that productivity will rise by 5%,
driven by employees working longer hours (and taking
shorter lunch breaks), thanks to savings in commuting
time (Barrero, Bloom and Davis 2021, 30). Other studies
have found working from home contributes to
productivity increases of anywhere from 4% to 13%
(Barrero, Bloom and Davis 2021, 4-5).

As norms around hybrid working become more
established, employees may start to choose to work from
the location that is most compatible with the tasks that
they need to do on that particular day. Workers report
that this type of task differentiation makes them more
productive and so is likely to be supported by employers
through enabling infrastructure (Advanced Workplace
Associates 2022). This may include support of team days
(chosen days in which everyone is expected to attend inperson), investment in ‘do not disturb’ systems, and
training of employees to time manage and differentiate
their tasks.

Hybrid working may also deliver equality and diversity
benefits. The desire for a more flexible hybrid schedule
is strongest in groups that are typically underrepresented
in the work place (Bloom 2022). At the same time, many
employees and employers recognise the benefits of
coming into the office. This includes performing tasks
that involve collaboration and creativity, those intended
to build a team and organisational culture, meetings, line
management, engagement, fulfilment and social contact,
may all be better carried out in person. Coming into the
office also gives opportunities for socialising with

This will be especially likely if there are sector-wide
patterns of working from the office on the same days of
the week. Current trends suggest Tuesdays, Wednesdays
and Thursdays will emerge as the most common days for
collaboration, interactions and social engagement,
although to be fully effective, these will need to be
established as the norm across organisations and whole
supply chains.

Differentiation of tasks may increase over time.

As such, future workers are expected to be more likely to
come to the office when their work requires close
collaboration, and to work from home when they need

uninterrupted periods for quiet concentration or when
non-work commitments require them to work at less
traditional times. As the types of tasks performed in the
office evolve, these changes will feed into the demand
for offices as prospective tenants search for spaces which
have characteristics compatible with different work
habits. This is further explored in this report’s next
section, on demand for office space.
A hybrid model combines potential productivity
benefits with the benefits from collaboration and
agglomeration.
Occasional visits to the office may increase opportunities
for face-to-face collaboration, social interaction, chance
encounters (‘water cooler conversations’) and other
economic benefits such as innovation, cross-pollination,
specialised labour markets, and agglomeration benefits
gained through businesses and employees grouping in
close proximity and mixing in urban environments
(Storper and Venables 2004, 1-7).
Hybrid working, if implemented correctly, could secure
the individual gains from working from home, whilst
also allowing for these social and economic
agglomeration benefits of collaborating in person. Tools
that allow for better compartmentalisation of tasks, and
team days, may help realise the full benefits.
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Employee preferences are for 1-3 days per week in the office, with employer policies typically requiring 2 or 3
days

Benefits of office working

Benefits of remote / hybrid working

Employee
Commute cost savings

Commute time savings

Employer

Society

Office accommodation
Positive impact on closesavings, although these
to-home economy
may already be sunk
Certain solo tasks more
productive, employees may Health and wellbeing
work longer hours, take
benefits
less sick leave

Wider labour market: in
(Potentially)
Better work-life balance terms of both diversity and environmental benefits
geography
from reduced travel
More compatible with
caring responsibilities

Recruitment and retention

Social contact with
colleagues and others

Certain group or
collaborative tasks more
productive

Collaboration and
inspiration

Build organisational and
team culture

Positive impact on closeto-office central London
economy
Knowledge spill-overs,
innovation with other
organisations

Better defined work-life Cascade of knowledge and
boundaries
skills within organisations
(Traditionally)
progression, training and
development

Summary of the benefits of office working, remote / hybrid working
Source: Arup

The preferred arrangement for workers is 1-3
days per week at home.

rates of less than a day a week on average
(Advanced Workplace Associates 2022). But those
employers that mandated attendance at 2 or 3 days
King’s College London found that the preferred
per week found that employees have undercut them
hybrid working arrangement for 55% of all workers by around a day each week. The rate of undercutting
(not just office workers) would be to work from
increased as the number of required days increased,
home 1-3 days per week, with a further 17%
suggesting diminishing returns – and potentially
suggesting zero days per week (King’s College
damaging relationships with employees - for
London 2022, 38). Reflecting the magnitude of the employers that mandate higher rates of attendance.
change in habits, 62% of them spent no days
working from home during a typical week prior to
Required days in office per
Actual office
the pandemic (King’s College London 2022, 8).
week
attendance rate per
Employees are attending less often than their
employers want them to.
Many central London employers have implemented
policies on office attendance, with the most
common ones mentioned to us in research and
workshops for this study being 2 or 3 days per week.
In the United States, for those that are able to home
work, employers require an average of 2.7 days per
week in the office (Barrero, Bloom and. Davis
2021). According to AWA’s global data, having a
policy does appear to encourage office attendance:
those employers without a policy had attendance

week

No policy

0.9

Varied by team

2.05

2 days per week

1.15

2/3 days per week

1.6

3 days per week

2.1

Difference in employer hybrid working policies and
adherence, global data
Source: Advanced Workplace Associates (2022)
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New office attendence habits have accentuated the long-existing mid-week peak
Relatively speaking, central London office attendance
is now even higher on Tuesdays, Wednesdays and
Thursdays.
The pattern of greater attendance in the middle of the
week was visible prior to the pandemic, but has now
become more pronounced. Comparing London
Underground ridership data from May 2022, trips on
Fridays were 75% of Thursdays (down from 92% in 2019)
and Mondays were 70% of Thursdays (from 89%)
(Transport for London 2022). The London Underground
data is less peaky than sources of office attendance,
because of the mixture of non-office workers and leisure
travellers.
The promise of less-hectic starts to the week and being
able to begin the weekend a little earlier appear to be
driving this. Out of work social events also appear to be
part of the story, and culturally, we are reminded
frequently that ‘Thursday is the new Friday’.
There are also suggestions that workers are more flexible
with start times than they were pre-pandemic, perhaps
undertaking non-work tasks at home and then commuting
into the office. Many employers’ new flexible working
policies incorporate flexibility on start and finish times, as
well as location.

A higher mid-week peak is challenging for employers,
but potentially good news for office providers.
A higher peak office occupancy poses a challenge for
organisations seeking to understand their current and
future office space needs. Designing around the peak
would see office space being less well-used throughout
the week than previously, at a time when organisations are
facing pressure on staff and energy costs. Employers
therefore have large incentives to encourage peak
spreading, and finding alternative uses of their spaces
during quieter times. This peakiness also creates
challenges for Transport for London, rail operators, and
those in food and beverage industries when attempting to
efficiently manage resources.
In researching this project, we heard of some peakspreading policies across central London employers.
These included ‘hard’ measures such as mandating either
Monday or Friday as a day in the office, and ‘soft’
measures such as the offer of free cake on certain days.
We also heard of employers offering space, informally, to
community organisations on quieter days, as part of their
corporate social responsibility aims. These practices may
become more widespread as the longer term pattern of
home working is becomes embedded. At the moment

there are no discounts on public transport for travel on
certain days of the week, indeed, some national rail tickets
are more expensive on a Friday.
Of course, employers taking up more space than they need
is potentially good news for office providers, and this,
together with a lack of surety of future worker behaviour
may help sustain the market for office accommodation.
30%
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Office and tube attendance and ridership distribution by days of the week,
February 2020 and Q2 2022 (5 days sum = 100%)
Source: Arup (May 2022), Remit Consulting (May 2022) and Advanced Workplace
Associates (June/July 2022), Transport for London (May 2022)
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London office workers look to be returning more quickly than in New York, but lagging behind Paris
Ridership increases across all three cities have stalled
during summer 2022.

New York is facing additional challenges to London, not
least on a crime wave that has been coincident with the
return to work, a subway system that urgently requires
upgrade, and a reported out-migration of many talented
office workers to mid-sized, further afield locations such
as Austin, Texas, and Miami, Florida (Jacobs 2021).
Across all three cities, the large step up seen through the
middle part of 2021 and in early 2022 has levelled off.
Metro ridership rates are generally higher than office
attendance because they include commutes by all workers,
as well as leisure travel.
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Metro ridership across the three global cities of London,
New York and Paris suggests that London sits between the
two in terms of the return to work. London has longer
commute distances, and during 2020 and 2021, had fewer
employer-led incentives for people to return (Arup 2021)
than the largest cities in the US and France.

Metro transport usage in London, Paris and New York compared to equivalent days in 2019
Source: Department for Transport (2022); New York State Government (2022); Ile-de-France Mobilites (2022)
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Globally, office workers in the banking, healthcare, energy and professional services sectors are most
likely to be at their desks

Globally, workers in the banking, healthcare and
energy sectors are most likely to come to the office.
Residential, logistics and tech are most likely to work
remotely.

Global data from AWA suggests that those office jobs in
traditional sectors, those that require dedicated equipment,
or those that rely on personal contact and client
relationships are likely to have higher attendance rates
(Advanced Workplace Associates 2022). As such, the
banking, healthcare, energy and professional sectors have
the highest office attendance rates (Advanced Workplace
Associates 2022). Those working in residential, logistics
and, unsurprisingly, tech, have the lowest rates of
attendance rates (Advanced Workplace Associates 2022).
Many roles in these sectors were based remotely before the
Covid-19 pandemic.
In the UK, better paid workers are more likely to be
able to work from home.
Across all jobs, working from home is currently most
common amongst higher income workers, and the
youngest and oldest workers are least likely to hybrid work
(Office for National Statistics 2022d).

90%
80%

% occupancy

Employer policies and specialist equipment mean that not
all office workers can work remotely. Not all office based
sectors are allowed to work from home.
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Source: Advanced Workplace Associates (2022)
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Britain 27 April to 8 May 2022
Source: Office for National Statistics (2022e)
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Quarterly office space take-up has now returned to the pre-pandemic average
In the decade before the pandemic, the central
London office market was characterised by high
demand, strong rental growth and relatively
constrained supply due to limited development.

markets accounted for the largest proportions of the
office take-up, together providing almost 90% of the
total (Gerald Eve 2022).
Take-up in the second quarter of 2022 was over 300,000
sqm, the highest since the onset of the pandemic and
close to levels in the fourth quarter of 2019 (Gerald Eve
2022, 4).

Take up in the four markets of the City, West End,
Southbank and Canary Wharf stayed consistently close
to the 10 year average of just under 300,000 sqm per
quarter (Gerald Eve 2022). The City and West End sub500,000
450,000

Take up (sqm)
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City, West End, Southbank and Canary Wharf office take up by broad market compared to the 10 year quarterly average
Source: Gerald Eve
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The flight to quality has been a key factor in sustaining the current market.
The recent market has been sustained by a number of
short-term factors, including:
•
•

•

•
•

Constrained supply, with a limited number of
development opportunities available.
Significant pre-letting of new developments (a pre-let
is a lease agreement made before the property is upand-built, for example whilst it is still under
construction).
A flight to quality, leading to particular demand for
new or refurbished prime office space. This has been
driven by a desire for low carbon offices and wider
environmental credentials, higher growth in emerging
sectors that place a value on prestigious offices (and
lower growth in those that do not), and growth in
desire for central locations.
An enticement of shorter-term leases, often in
exchange for protecting price.
A delay in decision making from 2020 and early 2021
and so some pent up demand.

The recent rises in interest rates, and the economic climate
more generally, may threaten investment in offices going
forward.
The proposed new ‘landscraper’ Google offices at Kings Cross
Source: Hayes Davidson
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Occupiers now want flexible, sustainable, high quality spaces that accommodate a wide range of working tasks
An emphasis on flexibility, collaboration and
sustainability
A CBRE survey of real estate decision makers at more
than 100 companies found that 92% of occupiers have
changed their real estate strategy as a result of the
pandemic (CBRE 2022, 13). Comparing the survey
responses related to workplace strategy across 2021 and
2022, CBRE found the largest increases in preferences
for providing meeting rooms and collaborative space
(increasing from 36% in 2021 to 63% in 2022), updating
the design standards they have for their offices (from
22% to 50%) and improving workplace services and
amenities (from 9% to 36%) (CBRE 2022, 32).
New London Architecture suggests that flexibility will
be the most important attribute of the future office,
arguing that spaces must easily accommodate and
reconfigure as needed to enable independent working,
collaboration, in-person meetings, virtual meetings and
larger events (New London Architecture 2021, 22).

Hybrid working suggests the office as a place for
collaboration, team-building, socialising and face-toface meetings.
Occupiers are increasingly looking for offices which
have the following characteristics:
Flexible spaces that can adapt to accommodate a
wide variety of activities
High-quality sustainability credentials
Quiet spaces for phone calls or working
An abundance of meeting spaces and places for
collaboration
Good access to public transportation
Food and beverage amenities such as an on-site
café
A design which communicates the company’s
brand and values

Around 70% of UK (mostly south-east) employers said
that they have less need for desks, and about the same
proportion said they have a greater need for break-out
spaces (Lambert Smith Hampton 2022, 6). A smaller,
but still significant portion, reported that they now place
a greater importance on on-site amenities, access to
outdoor spaces and access to public transport (Lambert
Smith Hampton 2022, 6).
The environment beyond the office – essentially the
office’s location – will gain even greater importance
in the post-pandemic hybrid working model.
Decisions on working patterns often interact with an
employee's plans for social activity, and a key advantage
of central London to employees is in what lies beyond
the office door. This can also be an advantage to
employers as it provides workers with inspiration,
variety, and drives innovation. A vibrant neighbourhood
setting will be a key draw for employees and employers,
giving them more opportunities to interact with the local
economy and making the office a more active member
of the community (Arup 2020, 17; New London
Architecture 2021, 18-19).
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Providers see a growing demand for flexible offices, and employers are asking for more flexible leases
There will be a greater volume of flexible office space
offered in future.
In the survey of real estate decision-makers, CBRE
found that 86% of respondents currently have less than
10% of their space as flexible offices (CBRE 2022, 20).
However 59% of them intend to have more flexible
offices in their real estate in the future (CBRE 2022, 20).
Between 2009 and 2021, the number of SMEs in central
London grew significantly from 159,000 to 253,000,

increasing the demand for smaller, more flexible office
space which was growing to represent a greater share of
total take-up before the pandemic . In 2018, take-up of
flexible office space represented 19% of all office takeup in the West End, and in 2019, flexible office space
accounted for 22% of all take-up in the City of London
(Savills 2021, 4). Savills estimate that demand for
flexible offices will account for 20% of the long-term
total (Savills 2021, 24).
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Some employers are looking for spaces that offer
lease arrangements that are shorter term or less
restrictive than a traditional or conventional office.
As the graph below demonstrates, there has been a
steady decline in lease lengths over the past 20 years in
central London office sub-markets, with the gap
between the total lease length and first break period
reducing.
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Central London office sub-markets lease
length - period to first break (tenancies
equally weighted)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Growth in number of SMEs in central London 2009-2021 (base year 2009 = 100)
Source: IDBR 2022, Arup analysis

Central London office sub-markets lease lengths
Source: Gerald Eve analysis

38

The future of the office in central London
Report to Central London Forward

The current demand for offices in central London and consideration of what this might look like in the next 5-20 years

For now, the take up of high quality central London office space remains high

The availability of office space – a combination of
vacant units and other spaces that are available to rent –
rose sharply throughout 2020 and 2021 in response to
the economic shocks of the pandemic (Gerald Eve 2022,
5). The availability rate was 8.5% in the second quarter
of 2022, a decrease from the peak observed in 2021
(Gerald Eve 2022, 5). It is not yet clear if the
availability rate will continue to decline from the peak
observed during the pandemic.
As well as an overall increase in availability, there has
been an increase in the proportion of available space
which is tenant-controlled (an indication of sub-letting).
This suggests that some occupiers are seeking to fill
space which they no longer need before their leases
expire, and this may represent an early indication of
changes to come in the market. In the second quarter of
2022, spaces for sub-let represented over 25% of all
available space, compared to 20% in the last quarter of
2019 (Gerald Eve 2022, 5).
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Many occupiers are locked into multi-year leases and
others who are not sure of the long-term trend have
adopted a ‘wait and see’ approach. This means that the
full impacts of reduced employee attendance may not be
seen for a number of years, by which stage the number
of office workers will have increased, and so any
landing may be soft.

Availability rates are now falling from their
pandemic peak.

Availability (sqm)

The inertia in the office market mean that the full
impacts of the absence of office workers on the
market have yet to be seen.
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Availability of office space by rate and in sqm by type of listing between
2016 and 2022 in central London office sub-markets
Source: Gerald Eve analysis
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The flight to quality is driving the prime office space market; secondary, lower-quality spaces, are fairing less
well
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Whilst the value of both dropped during the pandemic
period, prime office space has recovered, whilst the
value of lower-quality office spaces has continued to
decline, dropping in the second quarter of 2022 to be
8.4% below their value in the last quarter of 2019
(Gerald Eve 2022). The lower take-up rate for lower
quality office space and their continued poor
performance in terms of market prices indicates that
they may struggle to attract demand in the longer-term.
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Office spaces also act as an outward expression of
an occupier’s values and character

There is a growing divergence between the markets
for prime and secondary office space.
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Occupiers want to provide good working spaces
for their employees which can help with
recruitment and retention

Organisations in higher value sectors, and those
that value quality space, such as emerging officebased sectors, are growing faster than traditional
office based sectors, and those that are adminbased
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What is driving the flight to quality?

Many organisations have a wider commitment to
achieving net zero

Mar 2019

Lambert Smith Hampton (2022) calculated that almost
two-thirds of all take-up in 25 of the major office
markets in South East England in 2021 and 2022
involved Grade A office space. This was the highest
proportion of lease transactions involving high-quality
office space in the past 15 years (Lambert Smith
Hampton 2022, 9). Further, in their poll of real estate
decision-makers, CBRE (2022) found that the priority
for almost 20% of respondents is to move to higherquality space. For respondents working at companies in
the financial sector, the proportion was even higher at
29% (CBRE 2022, 16).

The pandemic may have strengthened the case for
the flight to quality. By providing a high-quality
office environment, employers may have an easier
time encouraging their staff to attend the office

Index = 100 Q4 2019

The flight to quality

Secondary

Capital value of office real estate in central London office sub-markets
by prime and secondary markets compared to 2019. Index =100 Q4
2019
Source: Gerald Eve analysis of MSCI data (2022)
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But availability rates remain high, and are still close to historical maxima in some central areas
Areas in the City and surrounds have highest availability.
The graph below shows the current availability rates in the central London office
sub-markets compared with the maximum and minimum levels seen between 2013
and 2022. Canary Wharf, Farringdon and Clerkenwell, the City, Knightsbridge,
Midtown Covent Garden, King’s Cross and Euston and Marylebone had Q2 2022
availability rates close to their historical maximums (Gerald Eve 2022). This may
reflect the type and nature of office stock in these locations, a reflection of pre-let
activity (particularly in higher quality stock) whereby space is available now prior to
lease end but not vacant, and some occupiers in the City and Canary Wharf no longer
needing all of their space.

Availability rate (percent) and historical change by central London office sub-market
(Q1 2013 – Q2 2022) Source: Gerald Eve analysis (2022)
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Availability rate by central London
office sub-market (Q3 2022)
Source: Arup and Gerald Eve analysis
of CoStar data (2022)

Availability rate by central London
office sub-market – all CLF area (Q3
2022)
Source: Arup and Gerald Eve analysis
of CoStar data (2022)
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Lower-quality offices are concentrated in Camden, Islington, Hackney, Haringey, Wandsworth, Lambeth,
Southwark and Lewisham

The central London office sub-markets with a high proportion of lower-quality
stock are likely to be more impacted by the flight to quality.

Across the boroughs of Camden, Islington, Hackney, Haringey, Wandsworth, Lambeth,
Southwark and Lewisham, over half of the office space is lower quality (rated 3 stars or
less by CoStar). The City, Canary Wharf and Paddington have the highest proportion of
high quality office space (Gerald Eve 2022).
If the flight to quality trend continues, it is likely that demand will soften for lower
quality stock resulting in future reductions in market prices and in the medium to long
term, either a long term reduction in lease values, refurbishment (assuming that the
costs can be justified) or conversion to other uses.

Central London office sub-market by
quality of office stock
Source: Gerald Eve and Arup analysis of
CoStar data (2022)

Central London office sub-market by
quality of office stock – all CLF area
Source: Gerald Eve and Arup analysis of
CoStar data (2022)
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Retail and recreational footfall is still significantly below pre-pandemic levels
Worker spend is important, but tourism is even more
so.
Office workers spend locally on their days in the office.
The GLA estimated that in 2019, workers spent £13 a
day, comprising £5.40 on lunch and £7.60 on other
items (Greater London Authority 2020, 5), with this
likely to take the shape of fewer, more lumpy items,
such as leisure, gifts or larger purchases, rather than
everyday spend.
In October 2020, the GLA estimated a loss of £1.9bn in
expenditure from commuters to the CAZ due to
workplaces being closed during the height of the Covid19 restrictions (£1.4bn from commuters from London
and £0.5bn from commuters outside of London)
(Greater London Authority 2020, 1). Whilst significant,
this is a small proportion of the overall loss of income,
with the same study suggesting a £10.9bn loss in
tourism expenditure in the CAZ relative to forecast
expenditure in 2020 without Covid-19 (Greater London
Authority 2020, 1).

The City, Islington, Camden, Westminster,
Wandsworth and Kensington and Chelsea have seen
the largest reductions in retail and recreation
footfall.
In these locations, footfall remains down by 30-42% on
the pre-pandemic baseline, likely driven by the absence
of both office workers and tourists (Google 2022). There
are also likely to be large declines in office worker
footfall in Canary Wharf and the western border with
the City, within Tower Hamlets.
Footfall in central London has seen larger reductions
than outer London and other parts of the UK. London as
a whole has consistently ranked in the bottom 10 city
centres nationally for both footfall and spend since the
pandemic (Centre for Cities 2022).

Percent change in retail and recreation activity from baseline (Jan 2020) for
September 2022 Source: Google Mobility (2022)
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But lunch transactions in the West End have recovered, and in suburban areas are higher than prepandemic levels
The Pret Index suggests that suburban areas have
grown, and many central areas have almost
recovered.

Index 100 = average weekly level Jan 2020

The Pret Index, which is a useful proxy of office worker
spend, provides a similar picture, comparing current
spend with levels of spend in January 2020. This
demonstrates that transaction rates are recovering with
higher numbers of visits in suburban areas, and visits
that have not fallen as much as footfall across all areas.
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Granary Square, Coal Drops Yard, Kings Cross
Source: Regan-Asante vis UnSplash

Transactions at different Pret A Manger locations January to
September 2022 compared to the average weekly level in January 2020
Source: Office for National Statistics (2022)
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Many central areas have seen weekday physical sales increase slightly, despite huge falls in footfall, and
less central areas have seen increases in spend of 80%+

Parts of the City and West End, alongside
Heathrow are among the few areas to have
seen decreases in spend.

Many areas of central London, including those
that have large numbers of office workers, have
seen retail spending increase in the period from
February 2020; much of the West End has seen
improvements of 20%+, despite decreases in
footfall (Mastercard 2022). This suggests that
people are spending more per visit, as office
workers and others ‘splurge’ on purchases for the
days that they are in town. Some areas are
working to attract other spenders, including the
City of London’s Destination City campaign.
Nationally, as of August 2022, retail vacancy rates
have fallen for the third consecutive quarter
(British Retail Consortium 2022).
Many residential areas are benefitting from
hybrid working patterns through increased
local spending.
Areas outside of the City and West End have seen
a greater increase in retail card spending growth,
reaching 80%+ in many of central London’s

residential areas (Mastercard 2022). Office
workers in home locations contribute to
mitigating footfall in residential areas, and they
are more likely to purchase lunch or sample
leisure locally. Providers of services to office
workers are aware of this, and it has led to some
openings of sandwich shops in suburban locations
to meet the increased demand (Chant 2022).
The overall London ‘offer’ remains important
for attracting residents and workers.
Although the impact of these changing
behaviours on local economies varies by location,
the overall London ‘offer’ remains important.
Ensuring that Greater London is a desirable place
both to live and work will be crucial to ensuring
its competitiveness in the coming years. It will be
important for areas with different characteristics
to work collaboratively to retain the strength of
the overall offer.
In the short- to medium-term, the cost of living
crisis and high rates of inflation are likely to have
a more significant impact than variations in office
worker attendance.

Mastercard spend data, adjusted for increased card payments
Source: Mastercard, map data Crown Copyright (2022)
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The City’s local economy is most vulnerable to the drop-off in office worker footfall
Almost half of the City’s local spend is thanks to
office workers. Haringey, Lewisham and
Wandsworth are least exposed.
Office workers’ spend is complemented by local
population spend, international and domestic visitor
spend, and non-office workers’ spend. Although office

workers make up a high proportion of footfall in many
areas, their spend levels per visit are lower than tourists
and local shoppers, meaning that they make up a low
proportion of spend in almost every central London
local authority.
Nevertheless, the overall volume of spend can be

substantial. In Westminster, office workers generated
only 8% of total local spend in 2019, but this
represented £1.2 billion of spending in the local area,
almost as much as in the City of London (£1.3billion)
and 31 times more than the figure for lowest borough,
Lewisham.
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Total local expenditure by type of visitor by central London borough in 2019 uplifted to 2022 prices
Source: Arup analysis of GLA London Tourism Forecasts, VisitBritain GB Day Visits survey (2019); Office for National Statistics (2018); Greater London Authority (2020)
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The future of office demand in central London – a scenario based approach

Central London is likely to remain desirable, and even more people are expected to work flexibly in future
London has demonstrated resilience to economic
shocks in the past, most recently during the 2008
global financial crisis and subsequent recession.
Following this, central London recovered more quickly
than the rest of the UK (Arup 2021). The office sector
continued to drive the economy for the next decade, and
the capital demonstrated its ability to adapt and change
with growth occurring in other sectors such as digital,
technology and science.
The post-Covid situation is different. Changing ways of
working are paired with wider concerns about inflation
and energy costs, global political insecurity, interest rate
rises, alongside UK government policy and rhetoric that
could be seen as prioritising other areas’ needs over
London. This makes comparisons to the past more
challenging. With so much else going on, it also makes
it more difficult to isolate the impact of office worker
and employer behaviour as a driver of change.

Central London will remain a desirable place to
locate, and to work.
Central London’s workforce and employers are highly
skilled, educated and adaptable, and the capital is a
liveable city with a large labour market capture and
weighty global soft power that makes it an attractive
place for employers to locate, and expand in. In prepandemic years, the demand for office space has
outstripped supply, often leading to cost increases. This
suggests that there is a virtual queue of employers that
would locate in, or expand in central London at the right
price, and would have previously been forced elsewhere.
Even more people will be working remotely and
flexibly in future.
The number of hours worked by full time employees fell
from 37.3 to 36.4 between May / June 2019 and the
same period in 2022 (Office for National Statistics
2022b). This is despite home workers working longer
hours, and taking less sick leave, on average. Employer
flexibility in working hours may lead to many office
workers of the future working fewer hours on average,
to fit around care arrangements, and other commitments.
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Central London’s office-based jobs are projected to grow by 27% in the period to 2042
The City and Westminster are expected to see
the greatest growth in jobs in absolute terms.
Hackney, Haringey and the City are expected to
see the largest growth in percentage terms.

Entertainment and Food and Beverages sectors
were expected to grow more slowly (4% and 17%
in the period to 2042) (Greater London Authority
2022a). The highest absolute office based jobs
growth was expected in the City (+122,000) and
Westminster (+93,000) (Greater London Authority
2022a).
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The GLA’s job forecasts for London (2022a) have
been applied to the existing sector make up in
central London boroughs to provide an indication
of the potential nature of future jobs in each area
to 2042. The growth will be driven by traditional
office-based jobs (office based and non-office
based jobs will grow at a similar rate, respectively
27.3% and 26.5% in central London). These
forecasts were made before the recent, more
gloomy economic outlook, although the impact of
a recession in 2023 over the very long term is
likely to be small (Greater London Authority
2022a).
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We have developed three scenarios: Mid-Week Metro, Back to the Office and Uniform Utilisation

Economic growth will increase the number of officebased jobs.

stock, results in an increase in the office floorspace per
employee in the short-term, which contributes to growth
in implied demand. This is a reversal out of the trend of
the last few years, where space per employee has been
decreasing. Between 2022 and 2027 our model assumes
a return to 17 sqm per employee in central London
(around 2011 levels), falling back to historic levels of 15
sqm by 2042 (average over the past decade). We have
assumed that the floorspace per employee will reduce
over time as space is used more efficiently, when worker
behaviours are better established.

In all three scenarios, demand increases over time as
employees attend the office more frequently and
economic growth results in a greater number of officebased jobs. We have used the GLA’s projections for
office based jobs (2022a) across all scenarios.

We also take accounts of prospective rates of supply of
office space. We use Valuation Office Agency data and
employment figures (and therefore takes account of
commercial properties which are vacant) in our
modelling.

To reflect the ‘flight to quality’ we assume a short
term increase in the office floorspace per employee,
before falling back to historic levels.

The employee attendance rate is the main source of
difference in demand in our three scenarios.

The wide variety of possible futures has led us to
develop three scenarios around future office demand:
Mid-Week Metro
Back to the Office
Uniform Utilisation
The following assumptions are universal across our
scenarios.

We have assumed that the ‘flight to quality’, whereby
office occupiers are seeking prime, high-quality office

will be better able to estimate their future requirements.
The main source of difference between the scenarios are
employee attendance rates. The projection for implied
demand in the Back to the Office scenario is highest
because attendance rates are highest (at 80% of 2019
levels), and the projection for demand in the Uniform
Utilisation scenario is lowest because employees’
attendance are lowest, and spread more evenly across
the week, meaning that peak occupancy mid-week is
much lower than the other scenarios.

Employer floorspace requirements will be built around
peak levels of office attendance. Employers who seek to
‘smooth out’ the peaks of attendance across the week
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Each scenario assumes continued growth in employment and the flight to quality
Scenario 1: Mid-Week Metro

Scenario 2: Back to the Office

Scenario 3 : Uniform Utilisation

This scenario assumes that employers respond to
current levels of home working by putting some
additional pressures on employees to attend the
office. For employees, the balance of attendance
across the week observed in 2022 continues onwards
and become the long-term behaviours.

This scenario assumes that over time, employers are
more successful in enticing office workers to return.
Working patterns gradually drift back to better
resemble those pre-pandemic.

This scenario assumes that workers attend the office
only slightly more than today. Employers implement
policies that allow them to realise savings on office
space, so attendance is better balanced across the
week.

•

•

•

•

•

Workers attend the office at 65% of 2019 rates,
following employer initiatives and an upturn in
attendance, starting in autumn 2022.
Attendance concentrated in the middle of the
week (at 2022 levels). Space is not well-used for
much of the week.
Over time, some employers downsize or postpone
expansion, in response to lower employee
attendance. In time, vacant offices are filled by
new employers, potentially enabled by a softening
of price.
Workers save up some of their spending for days
when they come to the office, spending around
80% of 2019 levels despite attending only 65% of
the time.

Workers attend the office at 80% of 2019 levels
following employer initiatives and an upturn in
attendance, starting in autumn 2022 and spreading
over the following year as more meetings and
social gatherings are held in person, and the
presentee culture begins to spread through
organisations and supply chains.

•

Attendance follows pre-pandemic pattern, with
presence better balanced throughout the week.

•

Workers keep the same spending pattern as prepandemic when in office, hence spending 80% of
pre-pandemic levels.

•

Workers attend the office at 50% of 2019 levels as
home working habits stick.

•

Employers take action to ensure that they can
realise space savings from low attendance and try
to spread demand more evenly throughout the
week.

•

Overtime, many employers downsize or postpone
expansion. In time, vacant offices are filled by
new employers, potentially enabled by a more
significant softening of price.

•

Workers save some of their spending for days
spent in the office, spending 75% of 2019 levels
despite attending only 50% of the time.
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The implied demand for office space will likely recover in the medium-term.

Four main factors feed into the projections for implied
demand: the total number of office-based employees
(from the GLA’s employment growth projections), the
amount of office floorspace that is provided for each
employee, the number of days per week an employee
attends the office, and the attendance patterns across the
days of the week.
For the Uniform Utilisation scenario, implied
demand will not reach the projected level of supply
within the modelling period.
Where the implied demand does not meet the supply of
office space available in central London, prices may fall.
As a result, some of this vacant space would be likely to
be taken up by new firms entering the central London
office market, which would otherwise be priced out
(although most of the vacant space is expected to be
lower quality, and in more peripheral locations).

In the next stage, when projecting inhabited floorspace,
the model takes account of this secondary impact, which
buoys the Uniform Utilisation projection in particular.
For the two other scenarios, implied demand returns
to pre-pandemic levels by the mid to late 2020s

This may lead to price increases of the most in-demand
stock (likely to be higher quality, centrally located
offices). Again, in the next stage, the model takes
account of this, by muting demand when supply may not
meet it.

This creates a different challenge, where the supply of
the right type of office floorspace might not keep pace
with demand.
140
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The implied demand is the level of inhabited floorspace
one might expect to see if employers were able to rightsize for levels of employee attendance, and suitable
office supply was able to provide space to meet it. Note
that office stock supply has recently decreased in central
London, and is projected to continue to do so in the
short term.
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Projections of the implied demand for office floorspace by scenarios compared to pre-pandemic (2019) levels for central London if employers were
able to right-size for employee demand Source: Arup analysis
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The future of office demand in central London – a scenario based approach

Each scenario suggests higher levels of inhabited floorspace in central London in the long term, after a
decrease in the next few years.

All three scenarios include a short-term drop in
inhabited office floorspace, followed by recovery.
Importantly, this drop in demand is not felt as
immediately in the market given the inertia of long lease
arrangements. As new working patterns start to bed in
from late 2022 and early 2023, and employers begin to
right-size for their future demand, we start to see a
difference between the three scenarios.
Two of our three scenarios see overall inhabited
floorspace return to 2019 levels by the early 2030s.
In the Back to the Office scenario, the overall inhabited
floorspace is projected to overtake the 2019 baseline in
2030. In the Mid-Week Metro scenario, overall
inhabited floorspace will meet the 2019 baseline in
2034.
In both of these scenarios, the supply of high quality
office stock may struggle to meet demand, if the flight
to quality continues.

The efficient use of office space, combined with high
rates of home working, mean that the Uniform
Utilisation scenario has a slower recovery, exceeding the
2019 baseline in 2041.
In the short-term there may be an oversupply of total
office space, but demand for high-quality space could
remain high.

If the flight to quality continues, demand may soon
outstrip supply in all scenarios for high-quality office
spaces. In this case, we expect prices and employment
density to rise again as employers seek to maximise the
use of their space.
This may also incentivise refurbishment, and conversion
from lower to higher quality stock, where possible.
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The projections of inhabited floorspace bring
together the implied demand projections, and
considerations of supply and lease lengths.
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Inhabited office floorspace volume projections by scenarios compared to pre-pandemic (2019) levels for central London
Source: Arup analysis

54

The future of the office in central London
Report to Central London Forward

The future of office demand in central London – a scenario based approach

A reduction in supply may constrain the ability to meet future demand
Lower levels of demand may reduce average prices.
In years with lower demand, a lower price point for
office space would be expected to entice firms that may
not have otherwise located or expanded in central
London to do so. The lower price point is likely to be
most evident in central London’s lower-quality office
stock.
In the longer-term, if supply remains higher than
demand, some landlords may provide other incentives to
attract an occupier, while others may withdraw their
stock from the market and convert the property to
another use.

The City viewed from Wandsworth
Source: La Pergola (2022)
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The future of office demand in central London – a scenario based approach

In the Mid-Week Metro scenario, by 2030, Hackney, the City, Southwark and Wandsworth will have
returned to 2019 levels of inhabited floorspace.
Lambeth, Lewisham, Kensington & Chelsea, Westminster, Haringey and
Tower Hamlets take longer to recover.
Taking the Mid-Week Metro scenario, our model suggests that those areas where
demand and supply of office space were growing fastest before the pandemic will
be the quickest to recover. By 2030, in Hackney, inhabited office floorspace may be
9% higher than 2019 levels. The slowest to recover in this scenario is Haringey, at 19% of 2019 levels by 2030, largely due to a continuation of the pre-pandemic
trend of declining supply of office floorspace, a higher amount of lower quality
office stock, historically low demand and a less central location.

Inhabited office floorspace projections for Mid-Week Metro scenario in 2030 compared to pre-pandemic (2019 =
100) levels for central London boroughs
Source: Arup analysis
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The future of office demand in central London – a scenario based approach

Longer-term, impacts such as economic climate, government policy, planning policy and landlord actions will
have impacts on demand for office space
Decisions to refurbish, or convert lower grade office
stock, especially in peripheral locations, may become
more appealing.
In the immediate future, surveys of occupiers are
sending mixed signals. CBRE’s survey of real estate
decision-makers showed an almost even split between
those who plan to expand their floorspace and those who
plan to reduce it (CBRE 2022). About 45% think their
floorspace will shrink, but 41% think it will grow, and
13% think it will stay about the same (CBRE 2022, 17).
A Lambert Smith Hampton survey of occupiers found
that 72% were planning to reduce their space holdings if
headcount were to remain the same, and the Bank of
England’s 2021 analysis of a survey of 3,000 UK firms
found an expected decrease in office floorspace of 9% in
the medium-term (Lambert Smith Hampton 2022, 5;
Anayi et al. 2021).
The wide range in these results reflects the uncertain
environment faced by occupiers.

Wider factors

Reassessment of office space needs

Potential occupier response

Economic climate

Government policy

Total space required

Sub-let

Planning policy

Landlord response

Relocate

Changing requirements
(characteristics)

Refit and refurbish

Employee preferences
Drivers of long term demand for the office market
Source: Arup
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The future of office demand in central London – a scenario based approach

The more efficient use of office space allows ‘existing’ employers to expand
their workforce without increasing their real estate footprint, and the periods of
lower demand ‘additional’ employers to enter the central London office market,
that would not otherwise have done so. This increases the number of individual
office workers that are based in central London. This is especially apparent in
the Uniform Utilisation scenario. On the chart opposite we separate out the
individual workers by categorising them as ‘existing’ or ‘additional’.
In time, Uniform Utilisation has the highest levels of spend near office,
driven by the higher number of individuals.
The lower levels of worker attendance result in a slow return to pre-pandemic
levels of spend near offices. This is mitigated in all scenarios by office workers
spending more per visit than they did in 2019.
The eventual higher spend levels in Uniform Utilisation – the scenario with the
highest number of individuals based in central London - suggests factors that
may speed up the recovery of office worker expenditure: make more efficient
use of existing office space and encourage a greater number of individuals into
central London.
This analysis only looks at the impacts of our scenarios in local economies close
to offices. Of course, many areas stand to continue to benefit from increased
worker spend closer to their home locations.
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Existing and additional employment by scenario 2027-2042 compared to 2019 levels for central London
Source: Arup analysis
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The office space freed up in the Uniform Utilisation scenario means that
more workers can be based on central London.

Index (100 = 2019 levels)

In each of the scenarios, worker expenditure in local economies close to offices will be lower than in 2019 until
the late 2030s.
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Office worker expenditure by scenario 2027-2042, compared to 2019 levels for central London
Source: Arup analysis (2022)
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Conclusions and recommendations

59

The future of the office in central London
Report to Central London Forward

Conclusions
Office markets and local economies in the City are most exposed to the new
working patterns of office workers. Local economies in more residential locations
stand to benefit.
Home and office lives have experienced a great re-orientation. Although patterns differ
across industries, employers, and individuals, hybrid working is the assumption for
office workers going forward. Whilst The City has felt the impacts of lower footfall,
and higher vacancy rates in the short term, in the long term it, together with the West
End, will remain a desirable place to locate, at the right price, and it is more peripheral
locations with lower grade office stock that may suffer the greatest softening of
demand in the long term.
Office attendance has increased during 2022, and at the time of writing, is around half
that of 2019 levels, focused particularly on the middle of the week. There are questions
about how sustainable this is and employers are facing strong incentives to take action
to encourage staff to return more often or consider downsizing. Further, many
corporate policies on attendance are being deployed, the new autumn academic term
offers a chance to re-orient work around caring responsibilities, and the incentives
around the balance of heating and commuting costs will change in winter 2022. We
should see the new normal emerge over the remainder of 2022 and early 2023.
There is a huge opportunity to embrace the best of home working and in-person
working, but it requires changes from the status quo.
The benefits to the economy that come from employees locating together and working
on more productive tasks are an important part of the central London and national
economy, and have important benefits to the local economy. These benefits need to be
protected and encouraged. At the same time, the option of home working has huge
benefits for the individual, and is more suited to certain tasks.

There is growing literature about the potential advantages of hybrid models providing the
best of both of these worlds, if executed well. But some employers appear to require
convincing of the benefits and we have yet to see evidence that workers have fully
compartmentalised their tasks so that they can work most productively at home and in the
office. Furthermore, there is a huge opportunity for employers to widen and diversify their
labour market through embracing home working.
Meanwhile, some workers appear to be disincentivised to come in to the office through
the time and cost of commutes. Employers and employees should begin to remove these
barriers and invest in systems and infrastructure to reach the optimum hybrid working
solution. Reducing overcrowding at peak travel times may also contribute to a move
towards a more sustainable transport system. This requires action on behalf of national
and local government, employees and employers.
In the short-term the prime office market is likely to be sustained by the flight to
quality and inertia caused by long leases. In the longer term, action is needed to
encourage new employers to move to central London and existing ones to grow.
Under each of our scenarios, office worker attendance per employee remains lower than
in 2019. But changes in footfall will take time to filter through into inhabited office
floorspace. This means that policy makers have some time to respond. Furthermore,
demand for high quality central London office space remains high. As such, both of our
two scenarios that had inhabited central London floorspace returning to 2019 levels by the
late 2020s, relied on a continued flight to quality, significant increases in jobs, and
changes in employee attendance rates. This may only be achievable with the right
marketing, and the right space for the right organisation. In doing this, London will be in
competition with other global cities. Rising interest rates and the wider macro economic
climate are also threats to investment.
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Conclusions
Central London’s wider offer is fundamental to keeping offices attractive.
Increasingly, it is London’s wider offer as a place to visit and to live, including its
leisure and culture facilities which provide vibrancy and diversity outside of the office
door that matters. Employers are looking for offices in areas that provide opportunities
for stimulation and innovation among their people, often across sectors. Employees
often organise their trips to the office around social or cultural occasions. For many
employers, variety and stimulation outside of the office door is beginning to matter
more than proximity to other businesses.

Office worker and employer behaviour is important, and the wider economy will
have an impact on long term office demand.
There are already signs emerging of the impact of higher interest rates on property
markets and high inflation on spending patterns. And a recession in 2023 may stifle the
growth in employees, meaning that the office market takes longer to recover. As such,
it will be challenging to distinguish between cyclical slowdowns in London’s office
market and the longer term effect of changed working practices following the
pandemic.

Lower grade offices, especially those in more peripheral locations, will be harder
to fill, and considering alternative uses may be the best option in some cases.

The impact of lower office worker footfall on central London’s local economies is
significant, but it is being mitigated by higher spend per visit.

The future looks less bright for lower grade office space in less central locations. This
type of stock is often uneconomic to convert, despite the flight to quality. Whilst some
locations may benefit from protection, in some more peripheral areas of central
London, which are suffering from a housing shortage, alternative solutions may be
more appropriate, including high quality controlled conversion to residential. As we
mention in the following section, this must be done carefully.

Office workers represent a small, albeit important proportion of local spend in areas
outside of the City. For many central areas, other forms of spend are more important,
and many residential areas have seen upturns from local spend resulting from hybrid
working patterns. As such, office worker impacts on local economies are important, in
certain local areas and sectors, such as food and beverages, and local retail. Again, the
impact of inflation, and other wider economic concerns, risks compounding this.
Nevertheless, workers appear to be saving up their spending for their days in the
office. This splurging appears to be spreading from after-work food and drinks into
lunchtime sandwiches, and may mitigate the overall impact, to an extent. We must
wait and see to determine if this behaviour will continue as office attendance ramps
up.
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Recommendations
This section outlines key policies and actions that the central London boroughs, the
GLA, employers and business groups, the property industry and national government,
could take to contribute to Central London Forward’s goal: to drive inclusive and
sustainable growth in central London, so that our economy continues to thrive, and our
residents are able to access the opportunities this creates.
Our study is based on a 5-20 year time period, and many recommendations are for
immediate action to ensure that the right course is set for the long-term. These are
designed to complement those in the CAZ Futures Action Plan, which is being taken
forward separately by GLA and CLF.

Monitor and respond to emerging market trends.
CLF should continue to monitor changes in the office market, providing member
authorities and other stakeholders with information to inform decision-making. CLF
should continue to convene planning leads across central London to coordinate action
and share best practice.
CLF and the boroughs should work with employers to share data on office occupancy
as well as approaches to office use policies in order to help organisations learn from
each other.

Promote a ‘best of both worlds’ approach to hybrid working.
It is likely that hybrid working is here to stay, with more office workers spending some
time in the office and some time working from home.
CLF, central London local authorities and GLA should work with employer
organisations to develop a strong narrative around the benefits of hybrid working for
employees, employers and wider society. This should re-position central London as a
place where people come together for collaboration, innovation and inspiration, with
home-working being an option for focused individual work.
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Recommendations
Ensure affordable and flexible public transport.
With fewer workers travelling to the office five days a week, the marginal cost of
travel into the office will be an important factor in influencing attendance levels.
GLA and TfL should work with the Department for Transport and the rail industry to
ensure public transport in to central London is affordable. If Department for Transport
is not able to continue funding TfL beyond the lifetime of the current funding deal, it
should work with GLA and TfL to agree fiscal devolution, so that London is able to
raise revenue it needs to maintain an affordable and high-quality transport network.
TfL should explore the potential for discounts on travel on less busy days (Monday
and Friday) in order to reduce the ‘peakiness’ of demand on the network through the
week and to encourage greater activity on quieter days.

TfL and national rail travellers to London are not currently well-served by part time season tickets, and
fares are set to rise in January 2022
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Recommendations
Protect important commercial properties and
support a managed transition of less viable
properties to other uses where appropriate.

Rebuild, Renew, Reinvent: A Blueprint for New York City’s Economic
Recovery
In March 2022, Mayor Eric Adams launched New York City’s economic
recovery plan.

A rapid and uncontrolled transfer of commercial
property to other uses risks undermining central
London’s recovery. Central London local
authorities should work with government to
agree Article 4 directions, protecting
commercial stock in important areas from
uncontrolled conversion to residential use under
permitted development.
At the same time, in some areas, conversion
from office use to other uses – including
residential – might be the best option. This is
particularly the case with offices of lower
quality, with poor environmental performance
and in less central areas, which tend to have
lower levels of demand. In these cases, where
change of use is the best option, local authorities
should work with landowners and developers to
ensure that transition is done in a way which is
planned, which helps meet housing need and
which works for the wider local area.

The recovery plan includes a substantial call on employers to request
employees to come back to the office, with the city authorities offering to
do their part through enhanced cleaning, additional safety regimes and
enlivened commercial districts.
It also recognises the value of culture to the wider economy, and its role in
encouraging office workers into town. The plan seeks to safeguard
cultural assets such as theatres, bookshops and galleries.

Conversion to residential of One Wall Street, an older art deco
office building in lower Manhattan, was begun in 2018 and will
complete in 2022. It will convert 1.2m sq ft of office space into
ground floor retail and residential units
Source: Wikimedia commons (2022)

Beyond the plan, New York is looking to convert more commercial space
to residential. In July 2022, the Real Estate Board of New York estimated
that the conversion of 10 percent of 100 million square feet of older ‘Class
B’ office space would lead to 14,000 new apartments. The planning
system in New York is currently more restrictive than the permitted
development rights for conversion that are allowed in London. The City is
currently closely investigating moving to a looser planning regime, and
zoning policies that would allow significant conversion of older office
stock to housing to meet significant local needs.
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Recommendations
Support a more efficient use of office stock.

Help ensure central London’s office stock meets market needs.

Changes in working patterns mean that employers are using their offices in a different
way.

Employers’ demands for office space is changing fast. For central London to remain
competitive, it needs to continue to offer high-quality office space which meets the
needs of businesses.

This has driven a rapid increase in the flexible workspace market. Local authorities
and GLA should work with flexible workspace providers to ensure businesses –
including start-ups and small and medium sized enterprises – are able to access
flexible space that meets their needs.
Many offices are now much less busy on Mondays and Fridays. Local authorities
should work with employers to explore the potential to open up lesser-used office
spaces to a range of local users who could make use of the space during quiet periods,
including local charities, community groups and education and training providers.
CLF, GLA and local authorities in central London should monitor the amount of
properties that are left long-term vacant. If this increases significantly, they should
work with government to identify potential tax incentives to bring the buildings back
into use.

Businesses are increasingly demanding more sustainable and efficient office buildings.
Local authorities and GLA should work with landlords and businesses to ensure
properties meet the EPC B requirement by 2030 and to support the decarbonisation of
existing office buildings, including through City of London’s Skills for a Sustainable
Skyline programme. CLF should lobby for the abolition of VAT on low carbon
refurbishment to incentivise retrofitting.
Some emerging sectors have bespoke needs for workspaces, from lab-enabled offices
to super-fast digital connectivity. CLF, GLA and local authorities in central London
should monitor the emerging demand for office space by sector, ensuring that local
plans and the London Plan support the provision of high-quality office space that
meets employer needs.
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Recommendations
Protect and enhance the wider eco-system in central London.
Key to central London’s attractiveness both as a global business centre – and as a place
to visit and live- is the wider eco-system, including its thriving culture and creative
offer, the diverse arts and entertainment sector and the unique public realm.
Central London boroughs and GLA should work with Business Improvement Districts,
with the culture and creative sector and the arts and hospitality sector to safeguard and
promote this offer, so that central London remains a vibrant and exciting place to work,
an attractive place for businesses to locate, and a place where people want to visit and
live.

30 St Mary Axe
Source: Kunle Atekoha via Unsplash
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Appendix – model development

We have developed a scenario based model to illustrate three possible futures.

The diagram to the right illustrates the linkages between
the individual push and pull factors for office
attendance, the three groups responding to these factors
(workers, businesses and the property market) and the
subsequent relationship to local spend and the total
office space that may be required.

Employer policies

Worker behaviours

Transport cost

- Number of days a week
- Type tasks undertaken in office
- Productivity
- Differences by role, age, gender etc

Transport
resilience
Policy

Local spend

Worker attendance
Business response
Total space demand

Push/ pull

Each of these scenarios represents a plausible possible
future. We used a high-level economic model to test
their implications on the future demand for office space
and their wider effects on the central London economy.

Push

We developed three scenarios with different hybrid
working patterns and office characteristics.

Digital & tech

Work environment

- Employer policies (attendance,
spread across day of the week etc)
- Assessment of space requirements
(total volume, characteristics, layout)

Space specification

Office supply
Professional
networks

Pull

Social interaction

Factors affecting office attendance
Source: Arup

Office and place
experience

Property market response

- Landlord policies and incentives
(terms, financial etc)
- New development
- Refurbishment / refit
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Appendix – model development

We have developed a scenario based model to illustrate three possible futures.
The diagram to the right demonstrates the key inputs, calculations and outputs from
the economic model. Employment projections, assumed office attendance (informed
by the analysis in this report) for each of our three scenarios and floorspace allocation
per office job are used to calculate a projection of future office space demand.
Using the same underlying assumptions about office attendance, the model also
considers the spend per worker under the three scenarios within the context of wider
spending patterns (by domestic population and tourists) to illustrate the impact on the
local economy of each scenario.
The scenarios have been developed to inform discussions around a range of plausible
possible futures for the use of offices in central London.

Employment
projections
Office attendance
(as proportion of
2019 levels)
Floorspace per
office job

Calculation of impact
- Number of office workers
- Weekly peak attendance
- Floorspace requirement

Projected future
office space
utlilisation

Rates of supply

Office worker
spend
Population
projections
Visitor spend
projections

Calculation of impact
- Change in spending from
office-based workers
- Other visitor expenditure
(population and tourists)

Projected impact
on local economy

Inputs, calculations and outputs from the scenario-based models
Source: Arup
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Central London Forward (CLF) is a partnership of the
12 central London local authorities. We work together
with our member authorities and with other stakeholders
to support inclusive and sustainable growth in central
London; so that our economy thrives, and our residents
benefit from the opportunities this creates.
CLF has four main areas of work:
•

We support coordination and collaboration across
the sub-region,

•

We conduct and commission research and we
share best practice,

•

We provide a collective voice for central London
and help shape policy development,

•

We manage and deliver employment and skills
programmes to help residents into decent work.
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