
 

21650/A5/LONDON PLAN EXAMINATION 190129 FINAL Matter 60 Workspace Statement                             1 

 
MATTER: 60 LOW COST AND AFFORDABLE BUSINESS SPACE 
 
ORGANISATION: WORKSPACE GROUP 
 
ID: 2985 
 
Are policies E2 and E3 justified and would they be effective? In particular:  
 
a) Are they necessary to address the strategic priorities of London, or do they extend to 

detailed matters that would be more appropriately dealt with through local plans or 
neighbourhood plans?  

 
b) Would they be effective in helping to ensure that the accommodation needs of all micro, 

small and medium sized businesses, including those wishing to start up or expand, could 
be met in all parts of London?  

 
c) Or would that objective be better achieved by market forces in the context of other 

policies in the Plan, including E1A, E4A, E4H, E5C and E6, as well as any relevant policies 
in local plans and neighbourhood plans?  

 
d) How would policies E2 and E3 affect the implementation of policy GG5 “growing a good 

economy”?  
 
Representation  
 
Matter (a) relates to whether Policies E2 and E3 secure a planning purpose and whether the 
control of low cost and affordable workspace is a strategic matter for the Mayor.  If the answer 
is ‘no’, then questions (b)-(d) do not fall to be considered.   
 
The Greater London Authority Act 1999 (the Act) Section 334(5) states that the ‘Spatial 
Development Strategy must deal only with matters that are of strategic importance to London’. 
Section 30 (2) of the Act sets out the principal purposes of the authority as: 
 
a) promoting economic development and wealth creation in Greater London; 
b) promoting social development in Greater London; and 
c) promoting the improvement of the environment in Greater London. 
 
In our view, the provision of a sufficient quantum and type of employment space to meet the 
needs of all types of business in London, sits within principal purpose (a) and is a strategic matter 
for the London Plan.  The issue to be addressed is whether Policies E2 and E3 are effective in 
achieving that policy objective having regard to the Examination matters and the NPPF 2018 para 
35 tests of soundness as to whether they are (a) positively prepared, (b) justified, (c) effective 
and (d) consistent with national planning policy.   
 
In respect of (d) and compliance with national planning policy, para 80 of the NPPF states:  
 

“80. Planning policies and decisions should help create the conditions in 
which businesses can invest, expand and adapt. Significant weight 
should be placed on the need to support economic growth and 
productivity, taking into account both local business needs and wider 
opportunities for development. The approach taken should allow each 
area to build on its strengths, counter any weaknesses and address the 
challenges of the future. This is particularly important where Britain can 
be a global leader in driving innovation, and in areas with high levels of 
productivity, which should be able to capitalise on their performance and 
potential.”
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In answering Matters (a)-(d) it is necessary to understand the workspace market and how the 
policies as drafted will interact with the market and the overall effect of that on the policy aim of 
supporting economic growth and productivity.     
 
Understanding the market 
 
Business floorspace rental levels are a function of what the market is prepared to pay for floorspace 
having regard to supply, demand, location, size, lease terms and specification together with the 
supporting facilities on offer.  Business space, and the rental levels, are a depreciating asset.  
There is a need to continually invest to maintain specifications, updates to technology and ensure 
visibility of the accommodation to the market to maintain rental level.  The rental yield is required 
to ‘fund’ the investment in the space.  If investment does not occur, rental levels continue to 
decline, the ‘fund’ to make the improvements diminishes and the property enters into a negative 
cycle with a reduction in the quality of the accommodation and therefore attractiveness to the 
market. Secondary space becomes tertiary and tertiary space becomes obsolete.  
 
Investment is also required to respond to change in demand, rather than simply maintain space as 
existing.  Often it is to attract a higher rental yield, through a higher specification or support 
services.  This is through refurbishment and / or redevelopment of sites.  The increased yield is 
often used to invest in a wider portfolio and increase the provision of workspace elsewhere.  
 
Moreover, the locational impact on rental values changes over time. Whilst fit out remains the 
same, the open market value of floorspace may change depending on other factors such as 
improvement in local supporting facilities such as transport links or retail/leisure facilities.  This in 
turn changes the attractiveness of the space.  Businesses may deem that the locational benefits 
and associated increase in rent is not a priority for their business and seek out a new location with 
the same specification of space but lower rental level.  A result of this can be secondary locations 
becoming prime and tertiary locations becoming secondary.   
 
In the context of the above, investment decisions are made, for example whether to refurbish or 
redevelop a site together with the associated mix and balance of land uses.  This is the operation 
of the open market. 
 
Effect of Policy E2 Low Cost Business Space 
 
The effect of Policy E2B is to protect existing Class B1 space, regardless of whether it performs 
a low cost function, when the space is located in an area of identified shortage of lower-cost 
space. On its face it says that there is no need to protect Class B1 if there is no need for low 
cost market floorspace. It is assumed that this is not the intention of the policy. If the intention 
is to protect existing low cost business space, Policy E2B does not say or do this.  
 
If the policy aim is as per supporting paragraph 6.2.2, to ensure a sufficient supply of business 
space of different types and sizes to ensure that workspace is available for occupation at an 
appropriate range of rents, the wording of the policy will not achieve this.  Rather it is likely to 
have unintended consequences on the open market and have a perverse outcome. 
 
Where existing floorspace is considered ‘low-cost’ this is because it reflects the location and/or 
type of accommodation itself.  For example it is often where the rent is appropriate for the 
quality of the space / associated support services on offer.  Whilst Policy E2B maintains that the 
rents will be open market, the policy has the effect of artificially limiting the rental yield of a 
scheme by fixing the quantum, type, fit and size of space. This may include reprovision for 
existing business on site.  No doubt elements of this will be secured by legal agreement even if 
the provision that rents are open market remains.  Collectively this impairs the rental yield that 
can realistically be achieved now and in the future. 
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Policy also intervenes in the investment cycle of a property and the operation of wider property 
portfolios by fixing a site/property either whole or in part to the ‘low cost’ point in the investment 
cycle through the fit out, size and use.  This limits the ability of the market to achieve a greater 
rental yield than might ordinarily be achieved on a site and portfolio.  The higher rental yield 
achieved through review and investment in portfolios is often used to invest in the creation of 
new business floorspace adding to the overall supply of workspace.  Intervention in this 
investment cycle, may serve to limit supply and the variety of accommodation and therefore the 
ability of businesses to invest, expand and adapt as required by para 80 of the NPPF.   
 
The approach of Policy E2B also limits the ability of that workspace to adapt to changes in 
market demand, specification and locational requirements of businesses over time.  For example, 
the character of the area may change through improved transport links or retail/leisure facilities.  
The open market rent for the floorspace increases to reflect this, the space then may prove to 
be unaffordable to businesses.   It may be more important for a business to keep rental levels 
low rather than pay the increase in rent to ‘benefit’ from locational changes.  The business 
therefore moves away, other businesses whom share fit out or quality of accommodation make 
similar locational decisions, the space is left vacant.  This frustrates the ability of the market to 
respond to changes in economic circumstances contrary to para 80 of the NPPF. 
 
Policy E2B also seeks to protect existing businesses on a site.  This is not a planning matter. 
These existing tenant agreements and rental levels fall outside of control of the planning system.  
They are not controlled by extant planning permissions (conditions/S106) but are a function of 
the price that the market is willing to pay for the accommodation.  To seek to artificially recreate 
an existing situation or rental level in a redevelopment proposal and enshrine this into planning 
control through conditions / S106 Agreement is arbitrary and does not have regard to the fair 
operation of the market or the implications for scheme viability. 
 
The policy approach threatens to reduce the options available to SMEs, creative businesses and 
artists. This is because landlords may prefer to leave buildings empty, rent to alternative 
occupiers or evict existing tenants if they believe that allowing such tenants to let from them 
reduces their site’s long-term asset value (which will be influenced by opportunities to redevelop 
and change use). There are myriad reasons why a landlord will not want to see their asset value 
reduced, including the ability to borrow against it. 
 
For similar reasons, landlords are perversely disincentivised by the draft London Plan to offer 
discounts or other special arrangements to tenants. Otherwise they are at risk of such 
arrangements becoming ‘protected’ rather than voluntary. 
 
In response to the Examination matters in relation to Policy E2, having regard to (b), Policy E2 
would not be effective in helping to ensure accommodation needs of all business could be met.  
Rather it is likely to have the effect of frustrating overall supply and frustrate the ability of the 
market to respond to changing circumstances and is contrary to the aims of the NPPF.  
 
In response to matter (d) as per matter (b) Policy E2 is not effective and could counter the 
overall aims of the policy and in turn the implementation of policy GG5 growing a good economy. 
In response to matter (c) if the strategic policy objective is to achieve a range of accommodation 
types, sizes, fit outs, supporting facilities and lease terms across London this is best achieved 
through market forces and a positive policy which seeks to increase overall supply. This is already 
achieved through other policies such as Policy E1A.   
 
Policy E2 should be deleted as it is not effective, positively prepared or consistent with national 
planning policy.  
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Effect of Policy E3 Affordable Workspace 
 
The effect of Policy E3 is to secure affordable workspace rental levels through planning 
obligations in defined circumstances.   
 
In relation to Examination matter (b) we do not consider that the policy is effective.  If the Mayor 
considers that there is a strategic need for affordable workspace, there is a need to define under 
what circumstances the policy is engaged.  
  
Notwithstanding this, the policy would effectively be a tax on development. The provision of 
affordable workspace adds to the cost of a scheme and could be counterproductive to overall 
aim of providing affordable workspace.  In practice, a development may have the effect of 
pushing up open market rent to effectively ‘fund’ the affordable workspace.  This may have a 
direct impact on the affordability of the affordable workspace which will be a percentage 
reduction from market rents. In short, the affordable workspace rents are vulnerable to pan 
London and localised increases in open market rents. As highlighted in respect of Policy E2, 
businesses may then seek out other locations for lower rents that better meet their needs 
potentially leaving space vacant. 
 
In addition, the provision of affordable workspace is a cost to the scheme that is likely to be 
spread across a scheme resulting a reduced provision of affordable housing. That or if it is not 
viable, permissions will not be implemented.  In short much like policy E2 there are likely to be 
unexpected consequences of this policy. As above, this is a matter best addressed through market 
forces. 
 
Should it be considered that the provision of affordable workspace is a strategic planning matter, 
this could be more effectively achieved through a positively worded policy that identifies that the 
Mayor will seek to introduce affordable workspace where he has direct strategic powers of 
intervention and is able to utilise funding and grant regimes to achieve this policy aim. For 
example, in Opportunity Areas with policies to be set within OAPFs or through Local Plans in 
Development Corporations.  The Mayor could also seek to secure such provision on public land 
sites released to the market where he can accept that impact on land value.  
 
Word Count: 1994 (excluding the repeat of the Examination matters (a) – (d)). 


