
VIABILITY AND 
SUSTAINABILITY  
IN THE REGIONS

British Council for Offices
November 2025

Market Intelligence 
and Data Partner



© BCO 2025 VIABILITY AND SUSTAINABILITY IN THE REGIONS | 3

COPYRIGHT © BRITISH COUNCIL FOR OFFICES, 2025

All rights reserved by the British Council for Offices (BCO). No part of this publication may be reproduced, stored or transmitted in any form 
or by any means without prior written permission from the BCO. The BCO warrants that reasonable skill and care has been used in preparing 
this report. Notwithstanding this warranty the BCO shall not be under liability for any loss of profit, business, revenues or any special indirect 
or consequential damage of any nature whatsoever or loss of anticipated saving or for any increased costs sustained by the client or his or her 
servants or agents arising in any way whether directly or indirectly as a result of reliance on this publication or of any error or defect in this 
publication. The BCO makes no warranty, either express or implied, as to the accuracy of any data used by the BCO in preparing this report nor 
as to any projections contained in this report which are necessarily of any subjective nature and subject to uncertainty and which constitute only 
the BCO’s opinion as to likely future trends or events based on information known to the BCO at the date of this publication. The BCO shall not 
in any circumstances be under any liability whatsoever to any other person for any loss or damage arising in any way as a result of reliance 
on this publication.

ABOUT THE BCO
The British Council for Offices’ mission is to 
research, develop and communicate best practice 
in all aspects of the office sector. It delivers this by 
providing a forum for the discussion and debate of 
relevant issues.

Established in 1990, the BCO is Britain’s leading 
forum for the discussion and debate of issues 
affecting the office sector.

Its members are all organisations involved in 
creating, acquiring, or occupying office space, 
whether architects, lawyers, surveyors, financial 
institutions or public agencies. The BCO works to 
advance the collective understanding of its members, 
enabling them to work together to create more 
effective office space.

ABOUT THE AUTHORS
The report was written by Nick James 
(Futureground) and Jaime Blakeley-Glover 
(Orientate Earth).

CITATION
British Council for Offices (2025). Viability and Sustainability in the Regions 
https://www.bco.org.uk/research-report/viability-and-sustainability-in-the-regions

CO
VE

R 
IM

AG
E 

 ©
 A

un
ty

an
n 

S
tu

di
o/

A
do

be
 S

to
ck

EXECUTIVE SUMMARY� 4
Underlying factors influencing supply in smaller regional cities� 5

INTRODUCTION� 8
The context� 9
What do we mean by “highly sustainable” offices?� 10
What is the regional context?� 11
The rise of fitted offices� 14

WHERE ARE WE NOW? REGIONAL DISPARITY AND WHAT IS DRIVING IT� 19
The disparity of highly sustainable offices	�  19
Relative numbers of highly sustainable offices	�  21
What is driving the disparity in sustainable offices?	�  22
Delivery of highly sustainable offices in Exeter, Newcastle 
and Sheffield	�  30
Is the regional disparity causing an issue for occupiers  
seeking to occupy more sustainable offices?	� 34
Key findings� 36

WHERE DO WE NEED TO GET TO?� 32
Towards a more sustainable and balanced office provision� 32
Challenges for smaller cities in driving sustainability� 33

HOW DO WE GET THERE?� 42
A new approach: managing a city portfolio of offices� 43
Emerging objectives for a city portfolio� 44
SPACE groups and the need for collective leadership� 46
Toolkit for action� 47
Bringing the approach to life – SPACE workshops� 52

CONCLUSION AND NEXT STEPS� 58
Key findings� 58
Recommendations for BCO� 61

ACKNOWLEDGEMENTS� 62

BIBLIOGRAPHY AND REFERENCES� 62

CONTENTS

CONTACT INFORMATION

If you have any questions or require further 
information, please contact the BCO at 
mail@bco.org.uk with the subject line  
‘BCO Sustainability in the Regions: Enquiry’.

ACKNOWLEDGEMENTS
The BCO and the report authors would like to 
thank all those who participated in workshops and 
roundtable events for their contribution. Thanks to 
Lambert Smith Hampton for serving as the Market 
Intelligence and Data Partner. A special thanks to 
John Wright (Stride Treglown) for his guidance.

MARKET INTELLIGENCE   
AND DATA PARTNER

https://www.bco.org.uk/research-report/viability-and-sustainability-in-the-regions


© BCO 2025 © BCO 20254 | VIABILITY AND SUSTAINABILITY IN THE REGIONS VIABILITY AND SUSTAINABILITY IN THE REGIONS | 5

local economic growth and potentially leading 
to “sustainability gentrification”.

The analysis for this report reveals a fundamental 
misconception that hampers progress and 
innovation: the conflation of “prime” and 
“sustainable” office space – sustainable offices 
therefore inherently require high specification 
and a long list of industry certifications. 
However, from an embodied carbon perspective 
alone, the most sustainable office is one that is 
already standing and occupied. Moving away 
from the idea that “sustainable = prime” would 
alter the viability equation for both developers 
and occupiers in regional markets. Making this 
distinction has the potential to open new 
pathways for improving the sustainability of 
offices outside London and the Big Six while 
retaining heritage and local character.

This paradigm shift would necessitate a 
rewriting of the rulebook and comprehensive 
education for many investors, occupiers, agents 
and local stakeholders. The current focus 
on new-build solutions overlooks the critical 
importance of retrofitting existing stock to 
achieve genuine sustainability outcomes while 
also maintaining the unique character and 
heritage of the local built environment.

A strategic emphasis on buildings with low 
embodied carbon and their users represents a 
key opportunity, requiring the incentivisation 
of retention and enhancement of existing 
structures over energy-intensive demolition and 
reconstruction.

The challenges highlighted also present a clear 
opportunity for proactive and collaborative 
action. Regional cities possess unique 
advantages, including more interconnected 
stakeholder ecosystems and the potential to 
deliver innovative, context-specific solutions 
by leveraging existing office stock. To support 
a more sustainable and balanced distribution 
of office provision across the UK, we propose a 

EXECUTIVE SUMMARY
Sustainability has become a fundamental 
value driver in the UK office sector, shaping 
investor decisions, occupier preferences and 
regulatory frameworks. Yet this report reveals 
a stark disparity in the prevalence of highly 
sustainable office spaces across the UK. While 
London and the “Big Six” regional cities of   
Birmingham, Bristol, Edinburgh, Glasgow, Leeds 
and Manchester offer a concentration of these 
assets, smaller, yet economically important, 
regional cities such as Exeter, Newcastle and 
Sheffield lag considerably. 

This imbalance poses a critical challenge for 
national and international organisations with 
robust environmental, social and governance 
commitments and net zero targets, hindering 
their ability to secure suitable office spaces 
outside major metropolitan hubs.

Our comprehensive research, grounded in a 
“design thinking” approach and enriched by 
extensive stakeholder engagement, reveals that 
this disparity is not merely a function of market 
size. Even after accounting for the quantum of 
office stock, the proportion of highly sustainable 
buildings and those with high EPC ratings is 
markedly lower in smaller regional cities. This 
situation is driven by a complex interplay of 
factors, which broadly fall into five categories: 
economic viability, occupier demand, regulatory 
drivers, industry practices, and socio-economic 
factors (see opposite).

While the immediate impact of this disparity 
on occupiers in regional cities varies – with 
some businesses having to compromise on 
their sustainability goals – the long-term 
implications are far more significant. As energy 
regulations tighten, the prospect of carbon 
taxation grows and demands for comprehensive 
emissions reporting intensify, the need for 
high-performing buildings will only increase. If 
the current imbalance remains unaddressed, a 
significant portion of regional office stock risks 
becoming economically obsolete, hindering 

ECONOMIC VIABILITY 
Lower rental values and yields in regional markets often fail to justify 
the upfront costs required to meet high sustainability standards 
in new developments or major refurbishments, particularly when 
construction costs remain relatively consistent across the country.

INDUSTRY PRACTICES 
An industry focus on upfront sustainability “badges” and a cultural 
preference for new builds over retrofits can disadvantage regional 
markets, where large-scale prime developments are less common. 
The misalignment of incentives between landlords and tenants 
further hinders investment in existing building upgrades.

REGULATORY DRIVERS 
Planning requirements related to sustainability can be less stringent 
in regional cities compared to London and the Big Six, potentially 
leading to lower sustainability benchmarks for new developments.

SOCIO-ECONOMIC FACTORS 
Cities with a higher concentration of financial and business services 
jobs typically place a greater emphasis on sustainability and tend 
to have more sustainable office stock. A perceived shortage of 
local expertise in delivering high-performance sustainable buildings 
exacerbates this disparity.

OCCUPIER DEMAND 
 Although demand for sustainable offices is growing nationwide, 
major corporate occupiers with more ambitious ESG objectives are 
typically concentrated in larger urban centres. In contrast, smaller 
regional businesses tend to prioritise cost-effectiveness and core 
functional performance over premium sustainability certifications.

FACTORS UNDERLYING THE LOW PROPORTION 
OF HIGHLY SUSTAINABLE OFFICE BUILDINGS 
IN SMALLER REGIONAL CITIES

£
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reform of planning requirements, comprehensive 
stakeholder education and collective sector 
adoption. 

This “fit-for-purpose, fit-for-place”, metrics-
driven approach would enable asset-level 
improvements, facilitate benchmarking and 
create the market transparency necessary to 
drive continuous improvement and resilience in 
regional city office markets.

Addressing the regional disparity in 
highly sustainable offices is not simply an 
environmental imperative – it is essential to 
securing the long-term economic resilience and 
competitiveness of all UK cities. By adopting 
a collaborative, place-based approach and 
implementing targeted interventions, we can 
unlock the potential of regional office markets, 
foster thriving business environments and 
contribute to a more sustainable future for 
the entire nation. The time for decisive and 
co-ordinated action is now – but it demands 
a fundamental shift in how we perceive and 
collaborate within regional office markets. 

strategic shift towards a “city office portfolio” 
approach. This framework encourages cities 
to take a holistic view of their office stock, 
developing co-ordinated visions and action 
plans that:

•	•	 Foster collaborative leadership
•	•	 Develop “fit-for-place” solutions
•	•	 Prioritise performance
•	•	 Incentivise sustainable practices
•	•	 Build local capacity.

Improving the perception of sustainability of 
office buildings in regional UK cities requires a 
shift away from established sustainability 
accreditation schemes. These certification 
systems, while valuable, are too complex, 
costly and focused on potential rather than 
actual operational performance for regional 
markets needing practical solutions. Instead, 
regional office markets need simple, meaningful 
sustainability performance metrics that 
prioritise real-world, in-use building 
performance. Delivering this transformation 
will require multiple co-ordinated levers: 

CITY OFFICE PORTFOLIO APPROACH

FOSTER COLLABORATIVE LEADERSHIP

Establish “Sustainable Property and Commercial Engagement” (SPACE) groups to drive a shared agenda 
among public and private sector stakeholders.

DEVELOP “FIT-FOR-PLACE” SOLUTIONS

Implement a tailored “toolkit” of interventions that respond to local market conditions, prioritising the 
strategic retrofitting and refurbishment of existing assets.

PRIORITISE PERFORMANCE

Shift the focus from relying solely on upfront certifications to valuing and measuring a simple set of 
sustainability criteria, including a core set of building performance metrics and operational efficiency.

INCENTIVISE SUSTAINABLE PRACTICES

Explore fiscal policies, planning mechanisms and regulatory adjustments that make sustainable upgrades 
economically viable and appealing in regional markets.

BUILD LOCAL CAPACITY

Invest in upskilling the regional supply chain to strengthen local expertise in delivering high-quality, 
sustainable office spaces.
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The drive towards sustainability has not only 
shaped the context of the office sector, it has 
been a powerful catalyst for change. There has 
been a great deal of activity, and in some cases 
a positive impact, but key questions remain: 
are we progressing quickly enough to meet 
the sustainability standards that science and 
industry demand? And is this progress is being 
seen equally across the UK?

This report presents the findings of a research 
project that investigated both questions, with 
a particular focus on the regional disparities 
observed by the BCO. More specifically:

Occupier trends: Occupiers prioritise 
flexible, high-quality workspaces that 
support hybrid working, employee wellbeing 
and operational efficiency. Demand is 
concentrated in prime locations with strong 
sustainability credentials, and energy 
efficiency, indoor environmental quality and 
accessibility are key factors in decision-
making (CBRE, 2022). The “flight-to-quality” 
trend highlights the competitive advantage of 
highly sustainable buildings.

Regulatory changes: The evolving regulatory 
landscape will have major implications for 
commercial property. The Minimum Energy 
Efficiency Standards (MEES) are expected to 
require a minimum EPC rating of B by 2030, 
yet around 70% of commercial floorspace in 
England and Wales is currently rated C or below. 
Without upgrades, an estimated £700bn of 
property value may be at risk (Financial Times, 
2024). At the city level, initiatives such as heat 
network zoning will shape access to low-carbon 
heating, particularly in urban centres (DESNZ, 
2024).

Voluntary market initiatives: Frameworks 
such as the Global Real Estate Sustainability 
Benchmark (GRESB) and the Carbon Risk 
Real Estate Monitor (CRREM) help assess and 
improve sustainability performance. While 
the emerging UK Net Zero Carbon Buildings 
Standard (NZCBS) aims to standardise net zero 
performance measurement across asset types, 
aligning with national climate targets.

The value of sustainability: Sustainable 
office buildings tend to outperform in financial 
terms – achieving rental premiums, lower 
vacancy rates and reduced operating costs 
through energy efficiency and resource 
optimisation. In London, green-certified office 
spaces command an average rental premium 
of 11.6%, demonstrating strong tenant demand 
for eco-friendly work environments (JLL, 2022; 
WGBC, 2021). 

The cost of sustainability: The cost premium 
for designing and delivering new net-zero-
carbon buildings ranges between 6% and 17% 
(UKGBC, 2020). Analysis by the Investment 
Property Forum in 2024 shows that “in-cycle” 
sustainability upgrades yield positive returns, 

Across the UK, a noticeable disparity has 
emerged: offices with high sustainability 
ratings are predominantly located in 
London and the largest regional cities. This 
concentration poses a significant challenge 
for many national, international and local 
organisations that are committed to strong 
ESG and net zero principles but struggle 
to find suitable office spaces outside the 
major cities. 

The research adopted a “design thinking” 
approach, guided by the Design Council’s 
Double-Diamond framework, to ensure a 
structured and systemic approach. This 
methodology emphasises two phases of 
divergent thinking – identifying key challenges 
and generating potential solutions – followed 
by convergent processes to define actionable 
solutions and validate them through 
stakeholder engagement. 

At the heart of this research is a stakeholder-
driven methodology, built on active 
engagement with diverse groups, including 
BCO Regional and Expert Committees, 
agents, developers, funders and occupiers. By 
embedding this inclusive approach within the 
Double-Diamond framework, the study aims to:

•	•	 Unearth valuable market insights
•	•	 Enhance stakeholder confidence and 

ownership of both the challenges and 
proposed solutions

•	•	 Foster collaboration and long-term social 
capital between stakeholders.

A combination of quantitative and qualitative 
research methods was used, including: 

•	•	 Desk-based research and analysis of 
recent industry reports and sustainability 
certification databases, including BREEAM, 
NABERS UK, WELL, EPCs and LEED

INTRODUCTION

“Our culture and our people care 
passionately about sustainability. 
Each year, our staff surveys show 
that sustainability, the working 
environment and doing the right 
thing are climbing higher and higher 
up the agenda. It really does matter 
to our people and to the firm in 
general.”

Large corporate occupier

Sustainability is now a core driver of value in the 
office sector. Investors are placing increasing 
emphasis on ESG performance, more occupiers 
are demanding sustainable workspaces and 
regulatory requirements continue to evolve. 
This dynamic landscape presents significant 
opportunities for those who embrace 
sustainable practices and adapt swiftly. 
Conversely, businesses that fail to prioritise 
sustainability risk falling behind and becoming 
less competitive.

THE CONTEXT

Globally, 2025 experienced the highest January 
temperatures on record, according to Copernicus 
Climate Change Service data. While the 
geopolitical landscape remains unpredictable 
and uncertain, the trajectory of the climate and 
biodiversity crises is clear and increasingly 
alarming. From the recent wildfires in Los Angeles 
to widespread flooding across Europe, the 
impacts of climate change are intensifying, with 
growing consequences for the built environment. 

In the UK, office buildings are already feeling the 
effects: fluctuating energy prices, increased 
flood risks and overheating are becoming 
pressing concerns. These pressures come 
alongside broader market shifts, a fragile 
economic backdrop and a wide range of social 
challenges – all of which are influencing the 
delivery of highly sustainable offices.

Global and UK economic context: 
Economic volatility and supply chain disruptions 
have driven up energy and construction costs, 
affecting both property development and 
operational expenses. Meanwhile, fluctuating 
investor confidence has impacted project 
financing and investment decisions. Inflationary 
pressures have heightened uncertainty, 
prompting developers and occupiers to 
prioritise cost efficiency and resilience.

Investor preferences: Investors are 
increasingly favouring office assets with strong 
ESG credentials, driven by both regulatory 
changes and growing market demand. Buildings 
that demonstrate long-term resilience and 
sustainability are attracting greater capital, 
reflecting a shift towards future-proofed 
investments (JLL, 2022).

•	•	 Market data and intelligence provided by 
project partner Lambert Smith Hampton

•	•	 An online survey of BCO members
•	•	 24 semi-structured interviews with building 

owners, developers, occupiers and consultants
•	•	 Three stakeholder workshops in Exeter, 

Newcastle and Sheffield – cities selected 
to reflect regional city office markets 
outside the Big Six of Birmingham, Bristol, 
Edinburgh, Glasgow, Leeds and Manchester.
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Within this research we adopt this approach 
to measure any potential disparity between 
London, the Big Six regional office markets 
and the wider regions, while also examining 
the question of whether this approach 
is most appropriate to drive future 
sustainability improvements across the 
UK’s office stock. 

The various existing standards have been 
developed to focus on different stages in an 
asset’s life cycle, including new build (BREEAM), 
refurbishment (SKArating) and operation 
(NABERS UK). They are driven by a combination 
of market initiatives and legislation.

To measure regional disparities, this research 
project defines “highly sustainability office 
buildings” as those that achieve the highest 
ratings under one or more of the recognised 
industry sustainability standards in Table 1. This 
ensures that they:

•	•	 Provide a recognised industry standard of 
sustainability

•	•	 Offer a potential pathway for commercial 
real estate owners to improve the 
sustainability credentials of their assets

•	•	 Feed into established industry datasets.

It is these market conditions that provide 
important context for an exploration of any 
disparity in the number of highly sustainable 
buildings across different locations.

London is in many ways a unique market, 
given both its size and global significance. 
This report therefore focuses principally on 
a comparison between the Big Six office 
markets and other regional cities. Table 2 
provides an overview of key market metrics 
across the Big Six and selected regional office 
markets.

While a precise definition may not exist, 
the concept of “regional office markets” 
is well-established within the UK property 
industry. It generally refers to significant 
office markets located in major cities and 
urban areas outside of central London, each 
with distinct characteristics and economic 
drivers. Functionally, regional office markets 
serve a dual role – supporting local and 
regional businesses, and hosting branches 
or headquarters of national and international 
companies. They cater to a diverse range 
of occupiers, from start-ups to large 
corporations.

in legislation, it has strong industry support 
and reflects growing momentum for embodied 
carbon accountability.

WHAT DO WE MEAN BY ‘HIGHLY 
SUSTAINABLE’ OFFICES?
A key opening question for this study is: what 
do we mean by “highly sustainable” offices? 
Having this defined is pivotal to both providing 
the ability to measure any regional disparity 
and informing whether our collective narrative 
around how we define “sustainable” within the 
context of regional offices could be improved.

This research does not seek to develop a 
revised technical standard for sustainable office 
buildings given the extensive existing body of 
work in this area, including detailed guidance 
from LETI (2020, 2021). Instead, it recognises 
that multiple well-established standards already 
serve as recognised indicators of the 
sustainability of office buildings, and market 
practice is largely to link “sustainability” to the 
presence of one of these standards or ratings. 

whereas “out-of-cycle” interventions can 
negatively impact internal rates of return, 
making strategic timing essential for financial 
viability.

Embodied carbon: Part Z is a proposed 
addition to the UK Building Regulations that 
aims to regulate embodied carbon by requiring 
whole-life carbon assessments for major 
developments and setting limits on upfront 
emissions. By making carbon reporting a 
standard part of planning and construction, 
it aims to align the built environment with the 
UK’s net zero goals. Although not yet enshrined 

“From an institutional investor 
perspective, [carbon] is pretty 
high up the agenda. Not just the 
embodied element, it’s the whole-
life-cycle carbon. We’re starting to 
look at it now.” 

Institutional investor

WHAT IS THE REGIONAL CONTEXT?

As of November 2022, there are 76 classified 
cities in the UK – 55 in England, seven in 
Wales, eight in Scotland and six in Northern 
Ireland. The major office markets are London 
and the Big Six. Beyond these, regionally 
significant cities and large towns such as 
Nottingham, Newcastle, Sheffield, Bath, 
Cardiff, Exeter and Belfast are home to 
significant populations and employers, whose 
offices are an important part of the local 
socio-economic infrastructure. 

From a sustainability perspective, regional 
offices are significant carbon emitters, users 
of water and producers of waste. However, 
office markets across the UK vary significantly 
in terms of size and quality of office stock, 
occupier profiles, rents and investment yields. 

New build Refurbishment Occupation

BREEAM  
(Building Research 
Establishment Environmental 
Assessment Method)

 
“Excellent” or 
“Outstanding”

 
“Excellent” or 
“Outstanding”

 
“Excellent” or 
“Outstanding”

LEED  
(Leadership in Energy and 
Environmental Design)

 
“Gold” or “Platinum”

NABERS UK

 
“>5-star”

 
“>5-star”

 
“>5-star”

WELL Building Standard

 
EPC  
(Energy Performance 
Certificate)

 
EPC “A, B”

 
EPC “A, B”

 
EPC “A, B”

TABLE 1
UK-RECOGNISED INDUSTRY SUSTAINABLE BUILDING STANDARDS

Exeter 

Birmingham 

Glasgow   Edinburgh

 

Leeds 
Manchester 

 
Newcastle

 
London

Sheffield

 

Bristol

UNITED KINGDOM



© BCO 2025 © BCO 2025 VIABILITY AND SUSTAINABILITY IN THE REGIONS | 1312 | VIABILITY AND SUSTAINABILITY IN THE REGIONS

Exeter Newcastle Sheffield Birmingham Bristol Manchester Leeds Edinburgh Glasgow

Total floorspace (sq m)  179,151  788,213  836,566  2,474,392  1,402,948  2,338,429  1,224,850  1,170,209  1,718,177 

2024 take-up 
(grade-A sq m)

 3,252  12,956  9,820  43,423  23,341  98,226  49,145  26,355  21,773 

2024 take-up 
(grade-B sq m)

 7,237  2,543  10,633  42,902  22,110  26,588  14,558  11,007  21,368 

Availability (grade-A)  2,787  25,033  30,861  73,579  46,381  157,934  44,424  61,130  72,464 

Availability (grade-B)  3,716  28,988  115,864  107,116  85,687  260,126  94,930  53,495  139,353 

Under construction 
(sq m)

 -    43,014  9,332  53,206  45,371  80,360  19,509  12,860  37,397 

Rents £ psf £23.50 £32.00 £30.00 £42.50 £48.00 £45.00 £39.00 £45.00 £37.50

Rents £ psf  
(two-year forecast)

£25.00 £37.00 £35.00 £50.00 £52.50 £52.00 £45.00 £48.00 £41.00

Rents £ psm £253 £344 £323 £457 £517 £484 £420 £484 £404

Rents £ psm  
(two-year forecast)

£269 £398 £377 £538 £565 £560 £484 £517 £441

Prime yield 7.25% 7.25% 7.00% 6.00% 6.00% 6.00% 6.25% 6.25% 6.75%

New offices since 
2018

 -    12  11  23  35  37  15  13  12 

New offices since 
2018 (sq m)

 -    111,490 67,173 258,641  193,337  276,038  155,212  102,309  155,175 

Cost indexation  
(from BCIS)

97 89 94 98 102 103 90 95 93

TABLE 2
OVERVIEW OF KEY MARKET METRICS ACROSS THE BIG SIX, SHEFFIELD, EXETER AND NEWCASTLE

Sources: BCIS, 2024; LSH, 2024

Population GVA Financial and business services (FBS) jobs Business density Qualifications Higher education

2021 £ per job filled, 
2021

Total jobs, 2022 FBS jobs, 2022 FBS as % of  
total jobs

Total number of 
businesses

Businesses per 
1,000 sq m

Businesses per 
1,000 People

RQF4 & above,  
Dec 2023

Number of 
students

Edinburgh 530,443 68,273.2 354,000 98,000 27.7 17,880 15.3 33.7 69.9 64,730

Leeds 822,483 56,718.0 489,000 110,000 22.5 29,270 23.9 35.6 53.9 76,075

Manchester 568,996 55,727.0 426,000 113,000 26.5 22,835 9.8 40.1 60.3 84,745

Bristol 479,024 54,736.9 298,000 82,500 27.7 15,370 11.0 32.1 56.8 68,885

Glasgow 633,630 52,069.0 431,000 90,000 20.9 19,435 11.3 30.7 56.9 92,430

Birmingham 1,157,603 49,672.8 545,000 118,000 21.7 36,990 14.9 32.0 44.4 96,075

Sheffield 566,242 47,686.4 267,000 43,000 16.1 17,040 20.4 30.1 45.7 63,395

Exeter 134,939 53,259.0 95,000 16,000 16.8 4,475 25.0 33.2 43.5 32,465

Newcastle 307,565 47,344.4 191,000 33,500 17.5 8,740 11.1 28.4 50.5 60,000

TABLE 3
CITY DATA FOR THE BIG SIX, SHEFFIELD, EXETER AND NEWCASTLE

Sources: ONS, 2021; NOMIS, 2021; IDBR, 2023; HESA, 2022
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“Fully fitted plug-and-play space is 
certainly more popular. In London, 
we are now seeing agents’ requests 
for fully fitted space between 
15,000 and 20,000 sq ft. In the 
regions, we have just completed an 
8,000 sq ft unit.” 

Asset manager

behalf of the tenant. According to LSH, lease 
lengths on fitted space tend to range from as 
little as two years to five years, and are hence 
well-suited to smaller occupiers, with rental 
levels typically sitting between serviced offices 
and conventional, unfitted offices. This trend 
first emerged in London about five years ago 
and has since been steadily gaining traction in 
the Big Six regional markets.

This analysis underscores some of the 
differences between both the office market 
and wider socio-economic conditions that 
provide the context shaping the delivery of 
highly sustainable office buildings in these 
locations. To bring the subject of this research 
to life, this report looks at the question through 
the lens of three of these regional cities – 
Exeter, Newcastle and Sheffield – selected 
to provide both a geographical spread and a 
range of different typical characteristics of 
regional cities. 

Among these, the Big Six office markets are 
significantly larger in total quantum of office 
accommodation and command higher grade-A 
rents. These cities have experienced stronger 
rental growth on average (33% over the past 
seven years), compared to other regional cities, 
such as Exeter (27%), Newcastle (39%) and 
Sheffield (20%). Combined with lower yields, 
this results in commensurately higher capital 
values in the Big Six. Coupled with a lower 
variation in costs, it is no surprise that this has 
resulted in more grade-A offices reaching the 
market through a combination of refurbishment 
and new build.

When examining the local socio-economic 
context, several trends further differentiate 
the Big Six from other regional cities. While 
the Big Six outperform on absolute metrics – 
such as population size and number of jobs, 
businesses and students – they also lead 
on relative measures, including gross value 
added per job, business density and workforce 
qualifications. Of note from an occupier 
perspective are both the total number of 
financial and business services jobs and the 
representation of this sector as a proportion 
of total jobs. This has been seen in significant 
office lettings by major corporates in the 
sector in 2024 (see examples in Table 4).

THE RISE OF FITTED OFFICES

A relatively recent trend in the UK office market 
is the rise of fully fitted space – where the 
landlord funds and delivers the office fit‑out on 

Occupier City Building Space let (sq ft)

BNY Manchester 4 Angel Square 196,443

S&P Global Manchester No. 1 St Michael’s 19,695

QBE Management Services Leeds  West Village 37,865

EY Leeds 12 Wellington Place 25,303

DAC Beachcroft  Bristol Welcome Building 44,196  

HSBC Glasgow Maxim 4 54,274

PwC Glasgow Aurora 25,887 

TABLE 4
EXAMPLES OF MAJOR FINANCIAL AND BUSINESS SERVICES  LETTINGS IN THE BIG SIX IN 2024

EXETER

LOCATION
Situated in the heart of the South West, Exeter has a population of around 135,000, including 32,000 
students. The city is consistently ranked one of the best places to live in the UK. 

CONNECTIVITY
Exeter benefits from excellent road links to major cities including Bristol, Birmingham and London. It also 
has an international airport and is served by frequent rail services to London Paddington, the fastest of 
which have a journey time of just over two hours. 

ECONOMY
Exeter benefits from a highly skilled workforce, supported by the University of Exeter, a Russell Group 
institution producing graduates in business, technology and science. The largest employment sector 
outside of public services is professional & business services, which accounts for 11,900 jobs and 11.4% of 
total employment. While Exeter has a lower-than-average share of jobs in finance and support services, 
its information & communication and professional & business services sectors align with the UK 
average. The city has seen strong growth in technology, education, healthcare and professional services, 
with the Met Office HQ (established in 2003) cementing Exeter as a hub for science and technology 
innovation. Opened in 2015, Exeter Science Park fosters collaboration between businesses and research 
institutions. Unlike many regional markets, 64% of Exeter’s office space is out-of-town.

OFFICE MARKET
LSH describes Exeter’s office market as “subdued” but potentially “ready for a rebound”. As of the end 
of 2024, it says grade-A office space represents 34% of total supply, with prime headline rents of £23.50 
psf expected to rise to £25 psf in 2025 owing to limited new development.

Demand is shifting from out-of-town locations such as Exeter Science Park to the city centre, where 
better connectivity and amenities attract businesses. However, the city centre lacks quality office 
space, with no new developments for more than two decades. The shortage of modern, energy-
efficient workspaces has shifted focus towards refurbishments, exemplified by Castleforge’s upgrade 
of Broadwalk House, which set a new rental benchmark. Without new developments, Exeter risks falling 
short of meeting demand for sustainable office space.

MARKET OVERVIEW

Sources: PROMIS, 2024; PWC, 2024; Centre for Cities, 2025; LSH, 2025

Population 134,939

Key sectors Public services (27.3%) 

Professional and business 

services (11.4%)

Office stock 179,151 sq m

Headline rent £253 psm / £23.50 psf

Prime yield 7.25%

Years of supply 3.8

Grade-A share 
of supply

34%
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NEWCASTLE UPON TYNE

LOCATION
Newcastle straddles the River Tyne in the North East of England. It has a population of more than 
307,565, including 60,000 students. 

CONNECTIVITY
The city is well connected by road to major cities including Edinburgh, Leeds and London. Excellent 
transport links, including an international airport and high-speed rail services that take less than three 
hours to get to London Kings Cross, make the city a prime business and leisure hub.

ECONOMY
Newcastle’s economy is supported by a strong talent pipeline from Newcastle University, Northumbria 
University and Newcastle College. Key industries include digital technology, renewable energy, 
healthcare and professional & business services, which accounts for 11.1% of jobs, employing 23,100 
people. While Newcastle has a below-average share of jobs in administration and support services, 
employment in information & communication, professional services and finance are in line with the UK 
average. Out-of-town office estates such as Cobalt Park and Quorum Park are thriving, attracting major 
firms such as Sage, but demand for city centre office space remains strong, with some companies 
moving back to central locations. Refurbishments with high-quality fit-outs are increasingly popular, 
even for non-prime spaces, reflecting a market shift towards flexibility and tenant convenience. The 
city is also a hub for call centre operators, benefiting from a large labour pool, relatively low wages and 
financial incentives from landlords. Major occupiers in this sector include EE, EDF Energy and Tesco Bank.

OFFICE MARKET
Newcastle offers a range of high-quality office spaces, with key locations including city centre 
innovation district Newcastle Helix and edge-of-town Quorum Business Park. Some 48% of the total 
supply is grade-A and quality offices in the city centre typically achieve upwards of £25 psf, which LSH 
expects to rise as supply “runs increasingly dry”. BREEAM Excellent-rated Bank House, completed 
in 2023, drove a step-change in tone and, at £32 psf, still sets prime headline rental levels, indicating 
additional headroom for growth in the supply of prime sustainable offices.

MARKET OVERVIEW

Sources: PROMIS, 2024; PWC, 2024; Centre for Cities, 2025; LSH, 2025

SHEFFIELD

LOCATION
Sheffield is a dynamic and growing city in South Yorkshire. Home to more than 566,242 residents, 
including almost 64,000 students, it is one of the most populous cities in the UK. 

CONNECTIVITY
The city has strong road connections to Leeds, Nottingham and London, and is less than two hours from 
London St Pancras by train. The city is served by Manchester and East Midlands international airports. 

ECONOMY
Sheffield’s economy is expanding rapidly, with key sectors including advanced manufacturing, 
healthcare, digital technology and professional services. Building on its strong manufacturing heritage, 
the Advanced Manufacturing Park, established in 2004, continues to attract high-tech industries. 
Professional & business services is Sheffield’s largest private subsector, employing 11,900 people (9.5% 
of total employment). While finance and support services remain below the national average, Sheffield 
has become a growing hub for finance and business services, supported by an educated workforce. 
HSBC is the largest employer in this sector, with around 3,000 staff, while law firm Irwin Mitchell 
employs more than 1,000 people at its Sheffield base.

OFFICE MARKET
Sheffield has seen growing demand for office space, driving an increase in prime rents, which currently 
stand at £30 psf. The city lags Manchester, Birmingham and Leeds in sustainability standards and 
high-quality office supply, but projects like the Heart of the City scheme are helping to close this gap. 
Council-backed developments, such as the Isaacs Building and Elshaw House, have delivered modern, 
energy-efficient office spaces. These have attracted strong occupier demand and supported wider 
urban regeneration objectives.

Post-Covid, demand for sustainable, high-quality office spaces has grown, increasing the focus on 
retrofitting and refurbishing older properties. The upcoming completion of 100,000 sq ft of grade-A 
space at No.1 West Bar Square is expected to set a new benchmark for development, reinforcing 
Sheffield’s position as a centre for business as well as manufacturing.

MARKET OVERVIEW

Sources: PROMIS, 2024; PWC, 2024; Centre for Cities, 2025; LSH, 2025

Population 566,242

Key sectors Public services (21.4%) 
Professional and business 

services (9.5%)

Key occupiers HSBC, BT, Home Office

Office stock 836,566 sq m

Headline rent £323 psm / £30 psf

Prime yield 7%

Years of supply 4.5

Grade-A share 
of supply

21%

Population 307,565

Key sectors Public services (28%) 
Professional and business 

services (11.1%)

Key occupiers Sky, EY, Newcastle University

Office stock 788,213 sq m

Headline rent £344 psm / £34 psf

Prime yield 7.25%

Years of supply 2.2

Grade-A share 
of supply

48%
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WHERE ARE WE NOW? 
REGIONAL DISPARITY 
AND WHAT IS DRIVING IT
In this section, we explore quantitative analysis 
related to the research question. This focuses 
first on the number of highly sustainable office 
buildings and a data-led assessment of the 
extent to which there is a disparity between 
regionally significant cities, London and the 
Big Six office markets. Second, we consider 
the potential socio-economic and local 
market-based factors that could be driving 
this differential. We then look at the research 
question through the lens of Exeter, Newcastle 
and Sheffield, before considering the extent to 
which it causes an issue for occupiers.

FIGURE 1
ARE PROPORTIONALLY FEWER HIGHLY 
SUSTAINABLE OFFICE BUILDINGS BEING 
DELIVERED OUTSIDE LONDON AND THE BIG SIX?

4%

56%40%
 Agree

 Neutral

 Disagree

THE DISPARITY OF HIGHLY 
SUSTAINABLE OFFICES
The question around a disparity has been 
explored through a survey of BCO members, 
stakeholder interviews and an analysis of the 
publicly available databases for BREEAM, WELL, 
LEED, NABERS UK and EPCs.

Some 56% of BCO survey respondents 
(October 2024) believed that there was a 
regional disparity in the prevalence of highly 
sustainable office assets, a sentiment echoed 
in the stakeholder interviews. However, a 
significant number (40%) were neutral on the 
issue (see Figure 1).

P
H

O
TO

: T
EN

S
O

R
S

PA
R

K
/A

D
O

B
E 

ST
O

C
K



© BCO 2025 © BCO 202520 | VIABILITY AND SUSTAINABILITY IN THE REGIONS VIABILITY AND SUSTAINABILITY IN THE REGIONS | 21

Analysing EPCs as a percentage of total office 
space confirms the trend. Exeter, Newcastle and 
Sheffield have the lowest proportions of offices 
with the highest EPC ratings (see Table 7). 
Interestingly, despite having larger office 
markets, Birmingham, Manchester and Leeds 
demonstrate significantly higher proportions 
of these top-rated buildings. Edinburgh and 
Glasgow have even higher proportions, but a 
direct comparison is hindered by the different 
EPC system used in Scotland.

show the higher number of highly sustainable 
offices based on these standards in the Big Six 
compared to Exeter, Newcastle and Sheffield.

A similar pattern emerges when examining EPC 
data. Table 5 summarises the total amount 
of office accommodation that achieves a 
higher, MEES-compliant rating of A+, A or B. 
Again, this shows the Big Six office markets 
contain a significantly higher quantum of highly 
sustainable office accommodation than Exeter, 
Newcastle and Sheffield.

EPC A+, A, B  (sq m) 

Glasgow  957,455 

Manchester  736,145 

Birmingham  674,282 

Edinburgh  616,089 

Leeds  509,561 

Bristol  232,219 

Sheffield  168,809 

Newcastle  106,536 

Exeter  41,545 

FIGURE 3
NUMBER OF ACCREDITED OFFICE BUILDINGS BY CITY

Exeter Newcastle Sheffield Birmingham Bristol Manchester Leeds Edinburgh Glasgow
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 WELL      LEED      NABERS UK      BREEAM

Sources: LEED, WELL, NABERS UK, BREEAM

FIGURE 4
GEOGRAPHICAL SPREAD OF OFFICES CLASSIFIED 
AS HIGHLY SUSTAINABLE (NUMBER OF BUILDINGS)

London

(446)
Other 
regions

(260)

 Manchester (30)

 Leeds (23)

 Birmingham (15)

 Glasgow (14)

 Bristol (13)

 Edinburgh (12)

 Sheffield (5)

 Newcastle (4)

 Exeter (0)

NB: “Other regions” refers to regional UK cities outside of 
London, the Big Six, Exeter, Sheffield and Newcastle.

The charts in Figure 2 summarise the total 
number of “highly sustainable” offices based on 
four main industry standards and accreditations: 
LEED, WELL, NABERS UK and BREEAM. The 
LEED, WELL and BREEAM charts include 
completed projects, while NABERS UK includes 
target ratings given its relatively recent emergence 
in the UK, having originated in Australia. In 
absolute terms, the charts show that London 
and the Big Six dominate the overall number of 
highly sustainable buildings in the UK. 

Given the dominance of London in all the charts, 
Figure 3 explores the breakdown of each rating 
in the Big Six alongside the case study cities of 
Exeter, Newcastle and Sheffield. This analysis 
shows that the most widely adopted industry 
sustainability standard is BREEAM, followed by 
NABERS UK. While the disparity is notably less 
than with London, Figure 3 and Figure 4 clearly 

TABLE 5
AMOUNT OF OFFICE ACCOMMODATION ACHIEVING 
EPC RATINGS OF A+, A OR B

Source: Landmark Information Group

RELATIVE NUMBERS OF HIGHLY 
SUSTAINABLE OFFICES
While the absolute number of highly sustainable 
offices is greater in the Big Six cities, this is 
unsurprising given their larger office markets. 
Therefore, we must determine if this higher 
prevalence is simply a function of size, or if 
these markets also have a greater proportion of 
sustainable offices per square metre.

Table 6 and Figure 5 show the number of highly 
sustainable office buildings per million sq m of 
office space in each city. Birmingham, Newcastle 
and Sheffield all have similar densities – around 
five to six highly sustainable buildings per 
million sq m. However, the Big Six cities 
generally have more. Manchester and Edinburgh 
each have roughly double this density, while 
Leeds has approximately three times the figure.
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FIGURE 5
NUMBER OF HIGHLY SUSTAINABLE OFFICE 
BUILDINGS PER MILLION SQ M OF OFFICE SPACE

EPC A+, A, B

Edinburgh 30.90%

Glasgow 28.87%

Manchester 22.81%

Birmingham 19.86%

Leeds 17.66%

Bristol 14.23%

Sheffield 12.46%

Exeter 11.20%

Newcastle 10.05%

TABLE 7
PERCENTAGE OF TOTAL OFFICE ACCOMMODATION 
ACHIEVING EPC RATINGS OF A+, A OR B

FIGURE 2
TOTAL NUMBER OF OFFICES ACCREDITED TO KEY SUSTAINABILITY STANDARDS

LEED WELL NABERS UK BREEAM

41

6
2

35

5

14

49

4

19

321

254

72

 London      Big Six      Regions

NB: “Regions’ refers to regional UK cities outside of London and the Big Six.
Sources: LEED, WELL, NABERS, BREEAM
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values and the relative number of new building 
completions, the reality is more complex, with 
multiple interrelated drivers at play. This section 
draws out the key factors contributing to this 
disparity, based on both stakeholder feedback 
and quantitative analysis of market and 
socio‑economic indicators. 

RENTS AND ECONOMIC VIABILITY 

A recurring theme among stakeholders is the 
perceived correlation between higher asset 
values and the prevalence of offices with high 
sustainability ratings. Comparative analysis of 
prime rents against the relative number of 
highly sustainable offices in Figure 6 broadly 
supports this perception. While sustainable 
office delivery generally correlates with higher 
headline rents, exceptions exist – Birmingham 
appears underrepresented in terms of sustainable 
offices, while Leeds is overrepresented. 

Exeter Newcastle Sheffield Birmingham Bristol Manchester Leeds Edinburgh Glasgow

Total office stock (sq m)  179,151  788,213  836,566  2,474,392  1,402,948  2,338,429  1,224,850  1,170,209  1,718,177 

Number of LEED-
accredited offices

0 0 0 2 0 0 0 0 0

LEED-accredited 
offices per 1m sq m

 -    -    -    0.81  -    -    -    -    -   

Number of WELL-
accredited offices

0 0 0 2 0 4 1 2 5

WELL-accredited 
offices per 1m sq m

 -    -    -    0.81  -    1.71  0.82  1.71  2.91 

Number of NABERS 
UK-accredited offices

0 0 2 2 2 8 4 2 1

NABERS UK-accredited 
offices per 1m sq m

 -    -    0.24  0.08  0.14  0.34  0.33  0.17  0.06 

Number of BREEAM-
accredited offices

0 4 3 9 11 18 18 8 8

BREEAM-accredited 
offices per 1m sq m

- 5.07 3.59 3.64 7.84 7.70 14.70 6.84 4.66

Total no. of highly 
sustainable buildings

0 4 5 15 13 30 23 12 14

Highly sustainable 
buildings per 1m sq m

 -    5.07  5.98  6.06  9.27  12.83  18.78  10.25  8.15 

TABLE 6
 NUMBER OF HIGHLY SUSTAINABLE OFFICE BUILDINGS PER MILLION SQ M OF OFFICE SPACE, BY CITY

WHAT IS DRIVING THE DISPARITY 
IN SUSTAINABLE OFFICES?
Delivering sustainable office buildings outside 
major cities faces economic, market and 
structural challenges. While the default is to 
blame the disparity on rental levels, capital 

The availability of sustainable office space – 
measured by reference to leading sustainability 
ratings, accreditations and higher EPCs – is far 
from equal. The Big Six office markets enjoy a 
disproportionate share of sustainable buildings 
and floorspace compared to other regions. This 
imbalance leads to two important questions:

•	•	 What is driving the disparity in sustainable 
offices?

•	•	 Is the disparity currently causing an issue 
for occupiers seeking offices with higher 
sustainability credentials?

Stakeholder feedback suggests that part of 
the differential in Leeds is likely to be due 
to a combination of the presence of major 
corporates, competition with Manchester and 
the amount of new office stock that has come 
to market over the past decade. 

The link between cost indices and the 
number of highly sustainable offices is less 
straightforward (see Figure 7). While the 
relationship between cost and value generally 
determines the viability of the developments 
that help to drive up sustainability standards, 
Exeter and Leeds are notable outliers. 

What is noteworthy from the analysis of rents 
and costs is the extent of variation. While the 
differential between the lowest and highest 
costs is circa 15%, the variation in rents is 
more than double, ranging from £23 psf 
(£253 psm) in Exeter to £48 psf (£517 psm) in 
Bristol. This creates a significant disparity in 

FIGURE 6
GRADE-A OFFICE RENTS AND NUMBER OF HIGHLY 
SUSTAINABLE OFFICES PER MILLION SQ M
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differing economic realities, with larger cities 
benefiting from stronger market forces that 
support sustainability as a competitive advantage.

viability across the cities, which is most notable 
in Exeter where high costs and low rents have 
contributed to no new stock reaching the city 
centre market in more than a decade. 

Stakeholder feedback suggests that the 
minimum current rent that would support a 
significant refurbishment is about £23 psf 
(£247 psm) and circa £33 psf (£355 psm) 
to support new build. 

The higher rents and predictable asset values 
typical of London and the Big Six cities 
make the additional costs associated with 
sustainable design and obtaining sustainability 
accreditations more financially viable. Conversely, 
in regional markets, lower rents and yields 
create viability gaps, especially as construction 
costs remain relatively consistent nationwide.

“The cost of repurposing an existing 
building in London from scratch 
is probably £350-£400 psf. In 
the regions, it’s more likely to be 
£275-£325 psf. But the key issue 
is what it’s worth when it’s finished 
– probably around £2,000 psf in 
London versus £700 psf in the 
regions. And that’s where you get 
into viability problems.” 

Asset & development manager

FIGURE 7
COST INDEX AND NUMBER OF HIGHLY 
SUSTAINABLE OFFICES PER MILLION SQ M

 Number of highly sustainable offices per 1m sq m    

 Cost indexation (from BCIS)
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TENANT DEMAND  
AND OCCUPIER PROFILES
In major cities, large corporate occupiers 
with more ambitious and stringent ESG 
requirements often drive demand for 
highly sustainable offices. Leeds, with its 
overrepresentation of sustainable buildings, 
illustrates the impact of such occupiers. One 
major occupier interviewed explained how 
a universal requirement for, say, a specific 
BREEAM rating for all assets, helped them to 
ensure consistency across a complex national 
and international portfolio.

In contrast, regional markets are home to a 
lower proportion of major corporations, which 
tend to focus their regional presence on the 
Big Six cities. Stakeholder feedback suggests 
that smaller, regional businesses will often 
prioritise cost-effectiveness and real-life 
building performance benefits over premium 
sustainability features and accreditations. 
This limits developers’ ability to recoup higher 
construction costs and the additional cost of 
gaining sustainability certifications through rent 
premiums, reducing the incentive to invest in 
highly sustainable buildings.

Interview feedback highlighted a stark contrast 
in the drivers of sustainability between large 
metropolitan areas and regional cities. In major 
cities, sustainability credentials often serve as a 
value-add, enhancing corporate brand image 
and appealing to environmentally conscious 
tenants. In contrast, sustainability efforts in 
regional markets appear to be primarily 
motivated by risk mitigation, with EPC 
compliance being a key factor. This reflects 

“We aim to get our big, recognisable 
buildings hitting our sustainability 
goals first, because they’re the visible 
ones. There will be smaller offices in 
tertiary cities where we’re just not 
quite so worried about it. So, we 
ourselves might be guilty of driving 
the market in that way. Across the 
whole portfolio, it’s the smaller 
number of really big offices where the 
biggest bang for your buck is going to 
be in terms of getting to an overall 
portfolio-wide carbon number.”

Occupier
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“When I compare a project in  
London to a project in the regions, 
the main reason we’re not seeing 
as much ESG in the regions is 
just financial viability of office 
development – full stop. That's 
probably the biggest one.”

Asset and development manager

“Tenants are starting to understand 
that the product has changed. 
Everyone wants a sustainable 
building with smart technology, 
low energy consumption and high 
performance. So I think tenants 
are starting to appreciate that the 
product is different – it comes at a 
price, which is why we’ve seen rents 
increasing.”

Development manager

REGULATORY DRIVERS  
AND COMPLIANCE
The major regulatory drivers of sustainability 
in the UK are the planning system and 
MEES. Where new developments or major 
refurbishments require planning permission, 
many local authorities will demand minimum 
EPC and BREEAM ratings. The impact of this 
can be seen in Figure 8, which shows the clear 
relationship between the number of highly 
sustainable buildings in cities and the number 
of new schemes delivered in recent years. 
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Some stakeholders cited planning requirements 
as a key factor in raising sustainability standards. 
Generally, sustainability requirements were 
perceived to be less onerous in regional cities 
than in London and the Big Six, with anecdotal 
evidence that regional local planning authorities 
could be more open to lowering expectations to 
enable new development to proceed.

However, the Heat Network Zoning Regulations, 
passed in 2024, coupled with the increasing 
focus of some local authorities on district 
heating solutions could require some office 
buildings to connect to local networks. 
Alongside this, the increasing focus on whole-
life carbon performance is already influencing 
planning policy in some areas. For example, 
the Greater London Authority now mandates 
whole-life carbon assessments, a move that 
could shift market focus from new builds to the 
refurbishment and retrofit of existing assets. 

they do drive investment to improve office 
performance. MEES is the only legislation to 
lean on.”

REPORTING, ACCREDITATIONS  
AND STANDARDS
The growing number of sustainability 
certifications and standards has helped define 
what constitutes a “highly sustainable” office, 
contributing to the rising number of such 
buildings delivered across the UK. Adoption of 
certifications and standards has been notably 
driven by the institutional investment market, 
which tends to focus on larger lot sizes and 
occupiers with stronger covenants in the 
Big Six. This has helped to encourage more 
sustainable buildings in these locations. 

However, the increasing number of disparate 
and in some cases overlapping and contradictory 
standards is also complicating the market. 
While these “sustainability badges” are useful 
stamps of quality for marketing brochures and 
appeal to major corporate occupiers in London 
and the Big Six, they increase costs and 
administrative complexity, particularly where 
achieving multiple certifications is required. 

Stakeholders raised concerns that existing 
standards often fail to reflect actual 
environmental performance, leading to risks of 
greenwashing and undermining the practical 
impact of these certifications. When coupled 
with the cost of accreditation, this is resulting in 
a trend among some developers and investors 
towards reducing the number of accreditations 
sought to focus on core impact and more 
meaningful performance metrics through 
mature in-house approaches. 

In other cases, as seen by stakeholders in 
Sheffield, this has resulted in value engineering 
the accreditation process out altogether, even 
where developers have built what would be 
considered to be a highly sustainable building. 
The trend identified by many stakeholders is 
towards fewer, more meaningful standards, 
with an emphasis on actual performance. This 
direction aligns more closely with NABERS UK 
and the evolving UK Net Zero Carbon Buildings 
Standard.

Permitted development rights are also 
reshaping office supply and restructuring the 
use of land, particularly in smaller cities. While 
PDR facilitates the conversion of outdated or 
underutilised office buildings to residential use, 
it can be a double-edged sword, eroding supply 
of the office accommodation that is vital for 
local employment and economic growth. 

Beyond planning, the expected tightening of 
MEES to require a minimum EPC rating of B by 
2030 is the primary regulatory driver for energy 
performance improvements. Research by PMA 
suggests this could affect around 80% of office 
accommodation across regional cities, a figure 
that is larger in Exeter, Newcastle and Sheffield 
than many of the Big Six markets. While 
there are exclusions, the potential for MEES 
requirements to render buildings economically 
unviable for retrofit is significant, risking an 
increase in “stranded assets”. While MEES 
stimulates investment and improvement in the 
sustainability of offices in some areas, its binary 
compliance approach can disproportionately 
affect regional offices, and particularly older 
buildings with fragmented ownership.

While some stakeholders criticised EPC 
calculations as imprecise, they acknowledged 
that such metrics are currently the primary 
legislative tools driving improvements in office 
performance. One developer said: “Although 
EPC calculations are far from accurate, 

“You’ve seen what’s happened with 
the government bringing in the 
MEES. All of a sudden, everyone’s 
like, ‘Christ, we need to do 
something about this.’”

Development manager

“If you think, hang on, I’m running 
through about four, five, six different 
accreditations, they all jar slightly 
with each other, and which one are 
we going to attach ourselves onto?”

Developer

“For a long time, our sustainability 
requirement was LEED Silver or 
BREEAM Very Good… It was almost 
a box-ticking thing – if the building 
had that, then great, we were in. 
However, over the past couple of 
years we’ve become more nuanced 
in what we look for and have gone 
beyond just certification to actually 
start looking at the energy use 
intensity of the building.” 

Occupier

“A few clients are going for more 
bespoke measurements or setting 
up bespoke standards. That’s an 
interesting move – some highly 
enlightened customers are setting 
their own standard because they 
really understand it and want to 
achieve the best they can. They don’t 
want to be constrained by an industry 
standard that isn’t appropriate and 
gets them to do the wrong thing.” 

Designer

“Achieving the highest ratings on 
sustainability standards costs a lot 
more money than just doing the 
right thing – retrofitting, reusing, 
recycling, decarbonising.”

Developer
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FIGURE 8
OFFICE MARKET INDICATORS

 2024 take-up (grade-A ’000 sq m)     

 Availability (grade-A ’000 sq m)
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 Highly sustainable offices per 1m sq m    

Source: LSH
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agents’ knowledge of building performance 
could break this cycle.

It is also important to recognise the culture 
in the office sector – and the wider built 
environment – that continues to favour shiny, 
new developments over the refurbishment 
of old buildings. This is still the cultural norm, 
despite stakeholder interviews indicating more 
building owners are taking a “refurbish-first” 
approach, driven by cost inflation and evidence 
that the embodied carbon associated with new 
build will almost always exceed any potential 
reduction in operational carbon (Arup, 2024).

A further driver of sustainability is the approach 
of office agents to negotiating deals on behalf 
of occupiers. Stakeholders voiced concerns that 
an excessive focus among agents on minimising 
costs per square foot for an occupier, or the 
agent’s reluctance to set a new market headline 
rent, may overlook the broader benefits of 
investing in high-quality, sustainable spaces 
that support business growth and employee 
wellbeing. 

Exeter provides a case in point. Here, there was 
a need to break through previous headline rent 
levels to economically deliver the improved 

improvements from being recovered through 
service charges by classifying them as 
enhancements. Stakeholders also felt that the 
industry’s underinvestment and sometimes 
undervaluing of good building management was 
a relevant issue. 

Examples of facilities management outsourcing 
arrangements which commercially incentivise 
the unnecessary installation or replacement 
of systems controls over implementing simple 
management regimes were cited as inhibiting 
the ability to improve the sustainability of 
existing offices.

The role of office agents also emerged as 
a key influence on market behaviour. Many 
stakeholders expressed concerns that agents 
prioritise upfront sustainability “badges” to 
streamline lettings. This can reinforce the focus 
on sustainability credentials that measure 
potential rather than actual performance and 
typically come with a high cost. 

A related factor is the interrelationship between 
ESG and “prime” office space. In many cases 
– such as EQ in Bristol – offices developed 
as highly sustainable also have the highest 
specification and offer extensive amenities to 
attract occupiers. This trend, especially visible 
in the Big Six, appears to be driving a perception 
of higher sustainability = prime space = 
higher cost, which leads to an assumption 
that delivering sustainability is only viable where 
office rents start to approach £35 psf. 

An unanswered question is whether a feedback 
loop around this perception is inhibiting the 
ability to raise sustainability standards across 
the broader office stock and whether enhancing 

A further socio-economic factor highlighted 
by stakeholders is that a lack of local expertise 
in sustainable building practices exacerbates 
disparities. The perception among some 
stakeholders suggests that regional supply 
chains often lack the technical knowledge 
and experience required to deliver high-
performance sustainable offices, resulting in 
national developers and institutional investors 
bringing professional teams with them from 
London and the Big Six.

INDUSTRY PRACTICES AND  
CULTURAL BARRIERS
Investment in sustainability measures for 
existing assets faces structural barriers due to 
split incentives between landlords and tenants 
(IPF, 2020). For instance, the Service Charge 
Code (RICS, 2024) prevents many sustainability 

SOCIO-ECONOMIC FACTORS 

Local economic conditions play a crucial role in 
the delivery of sustainable office buildings. As 
illustrated in Figure 9, analysis of the number 
of highly sustainable offices against multiple 
socio-economic indicators reveals several clear 
trends. While both total jobs and business 
intensity show a strong correlation, the closest 
relationship is with the number of financial and 
business services jobs. This sector typically 
demands higher-specification, sustainable 
workspaces – as reflected in recent lettings 
to major occupiers – and FBS concentrations 
in certain cities is a key factor in the greater 
prevalence of highly sustainable offices.

“[Regional discrepancies] are linked 
to low property values and low 
regional expectations. Consultants 
in these areas aren’t exposed 
to demanding clients. It’s like a 
vicious circle. It needs people to be 
aspirational.” 

Design consultant 

“I think that the big stumbling 
block is viability and, in my view, a 
less‑educated developer market.” 

Architect

“We’ve got to get away from being 
scared of not having badges… you 
don’t actually have to go through 
the NABERS UK process if you have 
the right building management 
system and the right design in terms 
of operational use. Bring your FM 
team in and spend a bit more money 
on them to make sure the building 
is operationally efficient. You can 
provide tenants with the data and 
you can market the data that your 
building is only producing X amount 
of carbon or doing all of these things 
without doing the badge.” 

Asset manager

“Badges are the pariah of this 
industry and are, to my mind, driven 
mostly by the agency community 
to enable them to be able to let 
office space with as little effort as 
possible.”

Asset manager
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200

180

160

140

120

100

80

60

40

20

0

FIGURE 9
PREVALENCE OF HIGHLY SUSTAINABLE OFFICES AND SOCIO-ECONOMIC INDICATORS

 Highly sustainable offices per 1m sq m   £ per job filled, 2021 (’000s)   Businesses per 1,000 people 

 Total jobs, 2022 (’0,000s)   FBS jobs 2022 (’000s)   FBS as % of total jobs   Median, semi-detached, 2023 (£’00,000s)

Sources: ONS, 2021; NOMIS, 2021; IDBR, 2023; HESA, 2022
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DELIVERY OF HIGHLY 
SUSTAINABLE OFFICES IN EXETER, 
NEWCASTLE AND SHEFFIELD
To place the wider drivers into context, the 
following pages explore how these factors have 
shaped the delivery of highly sustainable offices 
in Exeter, Newcastle and Sheffield.

to progress a scheme and drive viability through 
covenant strength. Public sector intervention 
through these routes has been the key driver of 
highly sustainable offices in Exeter, Newcastle 
and Sheffield, which are currently not seen 
to command the values to support market-
financed new build schemes.

Local authorities also have a critical role in 
terms of planning policy and placemaking. 
Early investment in the form of high-quality 
public realm, transport connectivity or energy 
infrastructure can enhance site viability and 
provide the confidence for the private sector to 
invest, as has been seen in Sheffield.

These multiple roles are important but also 
complex and intertwined. The occupational 
or financial commitment of the public sector 
is driving sustainability standards within 
assets, which in turn creates ripple effects by 
enhancing the location and demonstrating 
demand for highly sustainable buildings. 
That said, it cannot be the only game in town 
when it comes to raising the bar in terms of 
the sustainability of office stock, especially 
in the context of the worsening state of local 
government finance.  

quality and sustainability performance of 
offices required by many occupiers. The 
refurbishment of Broadwalk House by 
Castleforge, working alongside agent LSH, 
provides an example of successful proactive 
“market-making” – demonstrating that targeted 
investment and clear communication of value 
can reset local expectations and unlock demand 
for better-performing workplaces. 

PUBLIC SECTOR INTERVENTION

Public sector organisations are significant 
players in local office markets. They function as 
both major occupiers and, through their scale, 
influence the shape of cities and the broader 
economy. Programmes such as Places for 
Growth (Cabinet Office, 2023), which encourage 
the relocation of public bodies and government 
departments, illustrate how public sector activity 
is being used as a policy lever to rebalance the 
economy away from London. Universities, 
among some of the largest landowners and 
employers in cities, also play a crucial role. In 
cities like Bristol, they are key drivers of 
regeneration, leading major development 
initiatives and helping to reshape urban centres.

Public sector occupiers typically bring with 
them higher ESG standards, which raise the 
sustainability ratings of buildings they occupy. 
The commitment of the public sector as an 
occupier or by providing a “lease-wrapper” 
for new office developments provides the 
certainty that acts as a catalyst for developers 

“It’s a huge failure of the government 
not to encourage inward investment 
outside Greater London. There 
should be far more civil service-type 
jobs that are moved out of the city – 
that would actually start to balance 
things up.” 

Developer

“Those fortunate enough to be 
developing buildings outside of 
London are having to incorporate 
every single ESG badge to ensure 
they capture the very highest rent. 
The reason for that is the belief that 
corporate occupiers, in particular, will 
only move to buildings that have the 
highest ESG credentials.” 

Development manager

EXETER

HIGHLY SUSTAINABLE OFFICES DELIVERED

CITY CENTRE 
None

OUT OF TOWN
1 Wellington Way (St Modwen Properties) – BREEAM Excellent	  

Block 10 (St Modwen Properties) – BREEAM Excellent 

Eagle House (Eagle One) –BREEAM Excellent 

Innovation Centre (Exeter Science Park) – BREEAM Excellent

WHAT HAS DRIVEN THE DELIVERY OF HIGHLY SUSTAINABLE OFFICES?
Although it has none in the city centre, Exeter is home to four highly sustainable offices at Exeter 
Science Park, which is about four miles out of town. Exeter Science Park is a partnership between Exeter 
City Council, Devon County Council, East Devon District Council and the University of Exeter, with the 
Met Office as a key occupier. These highly sustainable buildings were therefore delivered as a result of 
public sector interventions. 

WHAT IS HOLDING BACK THE DELIVERY OF HIGHLY SUSTAINABLE OFFICES?
With headline rents at £23 psf (£253 psm) and construction costs above the regional average, viability 
remains a significant challenge. Values will in some cases justify the costs of refurbishment, but new 
build is not viable.

The financial constraints facing Exeter City Council, which is currently unable to provide support for 
regeneration projects, further complicates efforts to enhance the city’s sustainable office offerings.

DELIVERY LANDSCAPE
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LEED WELL NABERS UK BREEAM EPC A+, A or B

0 0 0 0* 11.2%**

Office stock 171,151 sq ft

Headline rent £23.50 psf

Highly sustainable 
offices per 1m sq m

0*

* Excludes offices more than three miles from city centre

** Total office stock
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NEWCASTLE UPON TYNE

HIGHLY SUSTAINABLE OFFICES DELIVERED

CITY CENTRE 
Bank House (Taras Properties) – BREEAM Excellent	  

Buildings within Newcastle Helix (Newcastle City Council, Newcastle University and Legal & General):

•  The Core – BREEAM Excellent	  

•  The Lumen – BREEAM Excellent	 

•  The Catalyst – BREEAM Outstanding

WHAT HAS DRIVEN THE DELIVERY OF HIGHLY SUSTAINABLE OFFICES?
Public sector involvement has been pivotal. The Core and The Lumen were delivered by the council in 
partnership with Legal & General, supported by funding from the European Regional Development Fund. 
Similarly, the development of The Catalyst was underpinned by Newcastle University.

The development of sustainable offices in Newcastle has been significantly influenced by key projects 
such as Newcastle Helix, which transformed a former brewery site into a mixed-use scheme with 
high-occupancy office space. This flagship project has catalysed further developments, including the 
refurbishment of secondary stock such as Portland House, which has gained traction due to improved 
energy efficiency and sustainability features. 

WHAT IS HOLDING BACK THE DELIVERY OF HIGHLY SUSTAINABLE OFFICES?
Despite the challenges posed by high interest rates and the rising costs of refurbishment, Newcastle’s 
office market remains cautiously optimistic about future growth. However, financial pressures have led 
some investors to delay commitments, resulting in limited new supply. Although market conditions are 
expected to stabilise – with pricing nearing its floor and potential yield compression for refurbished 
prime space – these headwinds may continue to slow momentum in the short to medium term. 

DELIVERY LANDSCAPE
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SHEFFIELD

HIGHLY SUSTAINABLE OFFICES DELIVERED

CITY CENTRE 
3 St Paul’s Place (CTP St James, a joint venture company working in partnership with Sheffield City 
Council and Creative Sheffield) - BREEAM Excellent

Acero, Sheffield Digital Campus (Scarborough Group) – BREEAM Excellent

2 St Paul’s Place, Department for Children, School & Families (CTP St James) – BREEAM Excellent

Elshaw House (Queensberry Real Estate) – NABERS UK 5-star (targeted)

190 Norfolk Street (Grantside) – NABERS UK 5-star (targeted)

WHAT HAS DRIVEN THE DELIVERY OF HIGHLY SUSTAINABLE OFFICES?
A combination of public sector initiatives, private investment and evolving occupier demand has driven 
the delivery of sustainable offices in Sheffield. Public-private partnerships have been essential, with 
funding from sources including Joint European Support for Sustainable Investment in City Areas and 
Yorkshire First helping deliver projects such as Scarborough Group’s Acero.

Long-term investors with a strong commitment to the city – such as Scarborough Group and LGIM – 
have played a crucial role. Their confidence in Sheffield’s potential enabled a forward-looking approach 
to rental growth, leading to the successful delivery of flagship developments.

Projects such as Elshaw House, which prioritised reducing operational energy use and carbon through 
NABERS UK ratings, demonstrate how landlords can successfully align with sustainability goals while 
resisting pressures for less efficient design choices.

Sheffield City Council has focused on early investment in “place” by drawing on section 106 funds and 
other monies to create high-quality public realm and install district heating. This has increased investor 
and developer confidence in the city.

WHAT IS HOLDING BACK THE DELIVERY OF HIGHLY SUSTAINABLE OFFICES?
Private developers still face financial challenges in delivering highly sustainable offices without public 
sector support. Construction cost inflation and limited rental headroom are key constraints on viability. 
Collaboration between local authorities, private investors and occupiers plus clear communication of 
financial and operational benefits remain critical.

DELIVERY LANDSCAPE

LEED WELL NABERS UK BREEAM EPC A+, A or B

0 0 2 3 12.46%*

Office stock 836,566 sq ft

Headline rent £30 psf

Highly sustainable 
offices per 1m sq m

5.96

LEED WELL NABERS UK BREEAM EPC A+, A or B

0 0 0 4 10.5%*

Office stock 788,213 sq ft

Headline rent £34 psf

Highly sustainable 
offices per 1m sq m

5.07

* Total office stock

* Total office stock
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carbon, further trickling down of sustainability 
standards through supply chains and 
an increasing focus on energy resilience 
continues, this will further shift the context for 
occupation of offices and bring sustainability 
performance into view. 

Many of these factors are driven less by 
a philosophical stance on sustainability 
and more by the reality of geopolitical and 
environmental change. Coupled with more 
stringent reporting requirements – particularly 
around risk and Scope 3 emissions – issues 
linked to sustainability will become increasingly  
business-critical and impact the bottom 
line. This will inevitably drive the improved 
environmental performance of office buildings. 
See CIBSE’s 2024 Building Performance 
Reimagined project, which importantly asks: 
“How will we measure ‘performance’ in the 
future of building design and what does ‘value’ 
mean in 2035 and beyond?” 

A thriving economy relies on successful 
businesses, and workplaces are fundamental to 
their operations, however regulatory measures 
to limit carbon emissions combined with the 
practicalities of a changing climate could create 
a perfect storm for occupiers of the future. 
For many, the imperative to occupy higher 
performing buildings is likely to come before 
there is sufficient new highly sustainable office 
stock and when existing assets are economically 
obsolete because the cost of retrofit cannot be 
justified by the value generated in city centre 
locations.

Concerns were raised about the potential 
adverse effects of sustainability disparities on 
smaller cities. Interviewees highlighted the risk 
of significant stock loss due to obsolescence, 
particularly driven by regulatory pressures such 
as the EPC cut-off. This dynamic was described 
by some as “sustainability gentrification”, 
where economic pressures to meet stringent 
sustainability criteria could marginalise 
less affluent regions, exacerbating existing 
inequalities in the office market. Stakeholders 
emphasised the economic necessity of 
maintaining a viable regional office market 
to support local economies and prevent the 
concentration of high-quality, sustainable office 
spaces solely in major urban centres.

The picture for other large organisations is 
more mixed. While limited evidence is publicly 
available on those with strict requirements for 
the highest EPC ratings, 2021 data from Savills 
found that the proportion of space let rated 
EPC A or B exceeded 60% from 2020 onwards 
in the Big Six. Most smaller regional cities lack 
a pipeline of development and refurbishment 
projects to match this. 

Other occupiers with more established 
portfolios have developed a mature internal 
approach to driving sustainability through their 
own project management and fit-out activities.

Location and access to talent remain the 
primary drivers for many businesses, with 
sustainability being a secondary consideration. 
Stakeholder feedback suggests that the 
regional disparity is therefore an issue for these 
businesses. For example, regional law firm 
Foot Anstey has faced difficulties in finding 
suitable office space in Exeter that aligns with 
its sustainability commitments, and Cundall 
encountered similar challenges during its recent 
relocation in Newcastle. 

Although such challenges are unlikely to prompt 
a business to relocate out of a city, occupiers 
are having to compromise on sustainability 
standards if other objectives are met. The 
implications are significant for some, but for 
other occupiers they are less of a concern, 
especially where smaller regional offices are a 

IS THE REGIONAL DISPARITY 
CAUSING AN ISSUE FOR 
OCCUPIERS SEEKING TO OCCUPY 
MORE SUSTAINABLE OFFICES?

AN ISSUE TODAY…

The overarching feedback from many 
stakeholders is that while demand for more 
sustainable offices started with central 
London, the public sector and large corporate 
requirements, this is now spreading across the 
country, driven by a combination of:

•	•	 A broadening awareness of sustainability 
among occupiers and advisers, fuelled by 
corporate action, shareholder expectations 
and increased ESG reporting requirements.

•	•	 A more far-reaching regulatory framework in 
the form of MEES, which is raising minimum 
EPC standards and impacting a wider cross 
section of the market.

•	•	 Sustainability requirements cascading down 
through supply chains.

•	•	 Organic sharing of information and best 
practice via advisers and consultants 
working nationally and internationally.

•	•	 Geopolitical issues around energy price rises 
and volatility.

The interplay of these factors with individual 
business imperatives mean the extent to which 
the regional disparity in highly sustainable 
offices is causing an issue for occupiers is far 
from universal. Feedback from BCO members 
highlighted a strong belief in the growing 
demand for more sustainable offices across the 
UK. This demand appears to be driven primarily 
by more sophisticated landlords and occupiers, 
with the trend gradually filtering down to smaller 
markets and businesses. 

The current disparity provides few constraints 
for public sector occupiers and major corporate 
relocations. These are planned many years 
in advance and the size of the requirements 
coupled with covenant strength mean that the 
development and investment market will in 
most cases deliver what is needed, as seen with 
the programme of central government hubs 
delivered by the Government Property Agency.

relatively small element of their environmental 
footprint because they have a large London HQ 
or operate a hub-and-spoke model, for example. 

Further feedback indicates that the location-
first approach can apply at a wider regional 
level, with businesses happy to choose between 
cities such as Bristol and Bath, or Sheffield and 
Leeds based on availability and quality of office 
accommodation.

The post-Covid shift towards smaller but better 
quality premises is particularly evident among 
financial, business and professional services 
firms seeking higher sustainability performance. 
That said, the driving factor for occupiers in this 
case is towards sustainability as part of a wider 
set of “prime” attributes.

For many smaller occupiers, sustainable 
workspaces are simply not on their radar, 
but for those where it is, they value practical 
sustainability benefits such as comfort and 
reduced bills over green accreditation “badges”.

OR A RISK TOMORROW?

While the extent to which the disparity in 
highly sustainable offices is an issue for 
occupiers today varies, equally important are 
implications for office occupiers in the future. 
If the trends towards tightening regulation 
around energy efficiency, a potential tax on 
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investments. Despite criticism of EPC 
calculations as imprecise, they remain a key 
lever for improving office performance, 
especially in regional markets where commercial 
returns alone are insufficient to justify investment.

g. Current industry practices act as further 
barriers. Split incentives between landlords and 
tenants, and the classification of sustainability 
improvements as “enhancements” under the 
Service Charge Code, discourage long-term 
investment in existing assets. Office agents’ 
focus on upfront sustainability accreditations 
reinforces the perception that sustainability is 
costly and only viable in prime locations. This 
creates a feedback loop that slows broader 
adoption. Additionally, an industry preference 
for new builds over refurbishments persists, 
despite growing evidence that refurbishing 
is more cost-effective and environmentally 
beneficial (UKGBC, 2021; RICS 2023). Breaking 
this cycle requires shifting perceptions, 
improving industry knowledge of building 
performance and adopting more proactive, 
market-making approaches, as seen in projects 
such as Broadwalk House in Exeter.

4.      Interview feedback highlighted a 
stark contrast in the sustainability 

drivers between large metropolitan areas 
and smaller regional cities. In major cities, 
sustainability credentials often serve as a 
value-add, enhancing corporate brand image 
and appealing to environmentally conscious 
tenants. In contrast, sustainability efforts in 
regional markets are primarily motivated by 
risk mitigation, with EPC compliance being a 
key factor. This divergence reflects differing 
economic realities, with larger cities benefiting 
from stronger market forces that support 
sustainability as a competitive advantage.

5.While demand for sustainable offices 
is growing across the UK – driven 

by regulations, energy price volatility and 
corporate ESG commitments – the impact of 
regional disparity on occupiers is less clear. 
Large occupiers, such as public sector bodies 
and multinationals, are often able to secure 
sustainable spaces, but other businesses may 
be forced to compromise on sustainability 
in favour of location and access to talent. 
For major landlords and large tenants, 
sustainability standards are considered 
key, particularly for ensuring consistency 
across office portfolios and demonstrating 
ESG-linked commitments to stakeholders. 
Sustainable workspaces appear less of a 
priority for many smaller occupiers, which 
are more focused on practical benefits such 
as improved comfort and reduced operating 
costs.

6.Future risks include stricter energy 
regulations, carbon taxes, and greater 

emphasis on energy resilience and emissions 
reporting, which could drive demand 
for high-performing offices. The risk of 
obsolescence due to the cost of retrofitting 
means that addressing these disparities 
is vital to ensure regional markets remain 
viable and sustainable for the future. Based 
on the current evidence of the costs of 
sustainability, it is critical that a strategic 
approach is taken to these upgrades over 
time by incorporating them into wider repair, 
maintenance and upgrade programmes to 
minimise additional costs. While the landlord-
tenant “split incentive” and Service Charge 
Code are currently barriers to this, it is critical 
to understand that protecting and improving 
the quality of office stock over time is 
ultimately in the interests of all parties.

KEY FINDINGS

The research was undertaken to assess the 
extent of disparity in the availability of highly 
sustainable office buildings across London, 
the Big Six and other regional cities. It aimed 
to understand the underlying drivers behind 
such disparity and explore whether it presents 
challenges for occupiers. 

The key findings from this initial exploration are:

1. There is a clear disparity in the total 
number of highly sustainable office 

buildings between the Big Six and small 
regional cities such as Exeter, Newcastle and 
Sheffield. When measured against major 
sustainability standards and ratings, the Big 
Six average 19 highly sustainable offices, 
compared to an average of just three in 
Exeter, Newcastle and Sheffield.

2. The disparity remains even when 
adjusted for city size. Office stock varies 

significantly, from 179,151 sq m in Exeter to 
2.4m sq m in Birmingham. On a per-million-
sq-m basis, Exeter has zero highly sustainable 
offices, Newcastle has five, and Sheffield has 
six, compared with an average of 11 across 
the Big Six. This is similarly the case for the 
percentage of office stock with higher EPC 
ratings of A+, A and B, with an average of 
11% across Exeter, Newcastle and Sheffield, 
compared with 22% in the Big Six.

3. This disparity appears to be driven by a 
combination of factors:

a. Both stakeholder feedback and quantitative 
analysis indicate that rents and capital 
values are critical factors. While Leeds is an 

outlier, higher rents and capital values strongly 
correlate with more viable refurbishment and 
development projects, leading to a greater 
number of highly sustainable buildings in the 
Big Six cities in recent years.

b. Construction costs vary little across cities, 
so lower rental values in smaller regional cities 
have a greater impact on project viability. For 
instance, low rents and average build costs 
in Exeter have resulted in no new city centre 
developments in more than two decades.

c. The number and nature of jobs are also major 
drivers, particularly in financial and business 
services. These occupiers typically demand 
higher sustainability standards and support 
higher rents. Leeds, with its strong corporate 
FBS presence, has a correspondingly higher 
number of sustainable offices.

d. Measuring sustainable offices and their 
performance remains challenging. Accreditation 
schemes often focus on potential rather than 
actual operational performance. Sustainability 
“badges” are closely linked to prime locations 
and higher costs – naturally leading to more 
sustainable buildings in higher-value cities, such 
as the Big Six.

e. In lower-value areas, public sector 
involvement is crucial for early infrastructure 
delivery, funding and occupying new 
developments. In Newcastle and Sheffield, this 
public sector support has driven regeneration, 
improved quality and established new headline 
rents – although mostly limited to a small 
number of flagship buildings.

f. Regulatory frameworks – particularly MEES 
– play a critical role in driving sustainability 
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are often London-centric and have a greater 
presence in the Big Six. Analysis highlights the 
lower concentration of FBS firms in regional 
cities and their preference for highly sustainable 
offices. The presence of major FBS players was 
cited by stakeholders as a critical factor in many 
examples of successful schemes outside of 
London, particularly in catalysing a step change 
in office quality.

Major players usually target larger assets 
and projects, but in regional cities sizes 
and opportunities are tend to be smaller. 
Stakeholders said that achieving the highest 
sustainability ratings in smaller schemes 
can be harder owing to the additional costs 
and complexities of specification, delivery, 
administration and certification. 

From an occupier perspective, office 
requirements in many regional cities are 
generally smaller and focused on multi-let 
buildings, which fails to generate the necessary 
demand for building owners and developers to 
prioritise enhanced sustainability.

POORER PERFORMING STOCK AND A 
HIGHER RISK OF STRANDING
Along with a lower level of highly sustainable 
offices outside London and the Big Six, the 
research highlights a smaller proportion 
of office floorspace meeting the 2030 
requirement of a minimum EPC B rating. It is 
also likely that a smaller proportion of regional 

resilience and performance of regional city 
office markets. Chasing a potential prelet from 
a major occupier that will unlock a new flagship 
building can provide a short-term fillip but will 
not address these broader challenges.

CHALLENGES FOR SMALLER CITIES 
IN IMPROVING SUSTAINABILITY
There are many challenges to improving the 
sustainability of office buildings that are 
common across all cities. Navigating the 
landlord-tenant relationship and the Service 
Charge Code, building skills and capability, and 
striving for net zero carbon present barriers 
throughout the UK. However, there are specific 
challenges in regional cities that provide the 
context for potential actions and solutions aimed 
at reducing the disparity identified in this report.

REGIONAL CITIES CANNOT RELY ON 
PROJECT RETURNS TO RAISE THE BAR
In London and the Big Six, the uplift in rents 
and capital values make new-build and retrofit 
projects viable. These projects not only meet 
growing occupational demand but help drive 
improved sustainability standards through 
planning policy, Building Regulations and 
market competition, creating a self-reinforcing 
cycle that sets new benchmarks for quality of 
space and headline rents. 

The scarcity of successful sustainability 
projects and perceived low tenant interest 
in regional cities reinforce the idea that they 
can only be delivered in prime locations such 
as London and the Big Six. The challenge for 
regional cities is to make progress despite the 
absence of a strong market cycle that drives 
enhanced sustainability and to break through 
the prevailing narrative, which creates inertia 
and stifles innovation. 

FEWER SUSTAINABILITY DRIVERS 
FROM OCCUPIERS AND INVESTORS
The sustainability charge in the office market 
is seen as being led by major investors, 
developers, landlords and occupiers, who 

markets. Consequently, it’s unsurprising that 
the prevailing narrative around sustainability – a 
strong connection between ESG priorities and 
prime, often newly built, grade-A office spaces 
– originated in London and has since become 
the national benchmark.

While the economics of viability enable this 
story to be extended into some of the Big Six, 
it is not currently replicable in many regional 
centres without substantial public sector 
support. In the case of Exeter, Newcastle 
and Sheffield, this has either resulted in no 
new office buildings or developments that 
rely heavily on public sector intervention. 
The growing focus on embodied carbon in 
policy and by leading industry players might 
encourage more creative reuse of existing 
buildings, pointing to a broader shift in real 
estate development approaches.

Some barriers to more sustainable offices, such 
as the impact of national and global trends on 
costs, are largely out of the control of local 
markets. The potential to shift other drivers, such 
as attracting new large occupiers or increasing 
the proportion of FBS businesses, is predicated 
on either competitive situations between cities 
or takes time, especially when dependent on 
wider structural shifts in the economy. 

There is however work to be done now to build 
performance and resilience in current stock. 
The challenge for regional cities is to be both 
ambitious about the future and work within the 
constraints of the current market to develop a 
“fit-for-purpose, fit-for-place” approach. This 
involves moving beyond the prevailing narrative 
that making buildings more sustainable in the 
regions is not economically viable. Creating 
place-based solutions that maximise potential 
improvements now is essential to maintain the 

WHERE DO WE NEED 
TO GET TO?
TOWARDS A MORE SUSTAINABLE 
AND BALANCED OFFICE PROVISION
The office sector plays an important role in the 
prosperity of cities and the wider UK economy. 
It also carries a substantial environmental 
footprint, with the UK’s existing non-domestic 
buildings currently responsible for 23% of 
operational carbon emissions in the built 
environment (UKGBC, 2021).

From an office sector perspective, a city needs 
to provide desirable, sustainable and resilient 
stock, supported by high-quality local amenities 
that meet business needs and underpin 
economic vitality. There are many aspects of 
sustainability that are core to this aspiration. 
Addressing the current disparity in sustainable 
office provision for occupiers – and doing so 
with a forward-looking perspective on future 
challenges – is critical to this objective. 

Our analysis highlights a clear disparity in the 
number of highly sustainable office buildings 
beyond London and the Big Six, but also 
fundamental differences in the characteristics 
of the cities themselves. Regional cities have 
smaller populations, fewer businesses and 
less office stock. While costs are less variable, 
headline rents can differ significantly, ranging 
from £23 psf in Exeter to £50 psf just 80 
miles away in Bristol. In places like Exeter, the 
combination of lower economic viability of 
projects and less occupier demand means 
fewer new‑build schemes reaching the market.

Each city has its own unique characteristics, 
which leads to variations in the nature and pace 
of sustainable office delivery. Most stakeholders 
interviewed felt that trends in the office sector 
typically emerge in London, then spread to 
the Big Six and finally reach other regional 

“If the market’s flying and values are 
rising, people chase up the risk curve 
for return. At the moment, that’s not 
the case and many are sticking with 
established markets and taking less 
risk. Why would you go into a smaller 
market and take more risk for no 
guarantee of a return? The revenue 
side of it just isn’t proven.”

Developer
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viability to the market. When successful, 
such projects can have trickle-down effects, 
stimulating wider investment and setting new 
expectations across the city. 

However, these flagship developments must 
be carefully balanced with broader policy and 
financial interventions – particularly in transport, 
amenities, housing and connectivity – to enable 
occupier businesses to thrive and ensure the 
long-term resilience of the office market.

SKILLS AND CAPABILITY

The nature and scale of regional office 
development present significant challenges to 
achieving high sustainability standards. Smaller 
projects, fewer completed exemplar schemes 
and less-developed supply chains often mean 
there is insufficient local capacity to implement 
complex sustainable solutions. 

Designing and then successfully delivering 
an optimised retrofit strategy for an existing 
building is inherently complex. These challenges 
are compounded in regional cities, where 
knowledge, experience and capacity are more 
limited. Without addressing these barriers, 
more ambitious projects risk being viewed as 
undeliverable.

Strategically building up regional skills and 
capacity could unlock not only more sustainable 
buildings in regional markets but also deliver 
broader economic benefits, including in terms 
of upskilling the local workforce. This challenge 
is as much about building capacity for systemic 
change as it is about enhancing technical 
competence.

builds and major refurbishments – are more 
demanding in London and the Big Six than 
in other regional cities, which were said to be 
more likely to relax planning requirements 
to facilitate the delivery of new office 
developments. 

This highlights the tension that exists in regional 
cities between enabling new development 
and ensuring that the office buildings that are 
provided are sustainable and resilient for the 
long term.

GREATER RELIANCE ON PUBLIC 
SECTOR INTERVENTION
The evidence from Exeter, Newcastle and 
Sheffield highlights the importance of public 
sector interventions in enabling the delivery 
of new, sustainable office buildings in regional 
cities. Multiple different approaches were 
identified, including the public sector as 
policymaker, occupier, funder, value generator 
– often via a lease wrapper – and an enabler 
through investments in local transport, public 
realm or shared energy infrastructure. 

With the ongoing pressures on local 
government finances, the level, targeting and 
co-ordination of public sector support have 
become more critical than ever. Strategic 
intervention can be instrumental in delivering 
a new office building that not only raises the 
benchmark for office quality but demonstrates 

office stock is on track to meet the 1.5°C 
pathway set out in the Paris Agreement and 
assessed within the Carbon Risk Real Estate 
Monitor (CRREM) framework. Anecdotally, 
stakeholders also believe there are fewer green 
leases in place in regional cities.

The single implication from these multiple 
datasets is that more offices in the regions are 
at risk of becoming “stranded” through non-
compliance with regulatory requirements or by 
falling short of evolving market expectations. 
This poses a threat to the long‑term 
resilience of regional office markets, including 
the potential risk of losing viable office 
accommodation to alternative uses. 

Regional office markets therefore have a 
bigger mountain to climb to reduce stranding 
risk, with fewer financial levers and less value 
to unlock the improvements required. Given 
evidence from the IPF (2024) that the costs of 
sustainability enhancements are significantly 
reduced when they are programmed over time, 
this places a greater focus on the need for 
well‑planned, proactive action.

WEAKER LOCAL POLICY REQUIREMENTS

Stakeholder feedback suggests that planning 
requirements driving improvements in office 
sustainability – particularly through new 

“We have an aspiration to achieve 
net zero carbon across our office 
portfolio… but when we moved 
offices [in a regional city], it couldn’t 
be a consideration. There were no 
suitable options available. We just 
had to take what we could get. It 
feels like a lot of the investment is 
going into higher-rental-income 
locations like London, and other 
cities are being left behind.”

Occupier

“We see [higher sustainability 
standards] argued down a lot within 
weaker regional local governments. 
It never gets argued down in 
London, never gets argued down in 
Manchester, very rarely gets argued 
down in Birmingham, but developers 
in regional cities will basically say, 
look, this scheme’s no longer viable 
for us.”

Designer

“You need to raise the local 
requirements in order to upskill the 
supply chain, but then you increase 
risk on those transition projects as 
there’s limited capability to deliver 
those requirements.”

Designer
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A more holistic approach to office provision 
within a city would leverage its full range of 
spaces to meet evolving business needs, 
optimise usage and ensure sustainability 
standards are met across multiple properties, 
rather than isolated projects.

Understanding portfolio management 
at a city scale. Portfolio management 
approaches are widely employed to optimise 
asset performance against a set of strategic 
objectives that often also includes reducing 
risk and ensuring long-term value creation. 
Typically, this involves balancing different asset 
types, strategic investment in underperforming 
properties and leveraging economies of scale 
to enhance overall financial and operational 
efficiency. 

When applied to a city’s office stock, this 
represents a shift from a reactive stance 
to a proactive, future-focused approach. It 
can help cities minimise the risk of stranded 
assets by upgrading EPC ratings to maintain 
a diverse mix of office spaces, reduce 
embodied carbon, lower occupier costs and 
enhance amenities to attract and retain 
businesses.

Portfolio management enables cities to:

•	•	 Map the office ecosystem. Gain a clear 
understanding of the range of available 
spaces, their occupancy levels and their 
sustainability performance.

•	•	 Make strategic interventions. Identify 
buildings that require investment, 
repurposing, or upgrades to meet 
sustainability standards.

•	•	 Foster collaboration. Encourage building 
owners, occupiers and agents to take shared 
responsibility for agreeing equitable deals 
that maintain and enhance the quality of 
office stock.

•	•	 Adopt shared services and resources. 
Implement city-wide energy efficiency 
programmes and explore options for shared 
office amenities and carbon reduction 
strategies.

This approach ensures that sustainability and 
wider efforts are co-ordinated in the collective 
interests of nurturing a thriving local office 

To build on these opportunities and catalyse 
the enhancement of sustainability in regional 
office markets requires:

•	•	 A shift in approach, structure and 
collaboration via the introduction of 
“city office portfolios” and “Sustainable 
Property and Commercial Engagement” 
(SPACE) groups.

•	•	 A range of practical tools and 
interventions to enable a “fit-for-place” 
approach to be developed via a “toolkit”.

A NEW APPROACH: MANAGING A 
CITY PORTFOLIO OF OFFICES
To achieve a more sustainable and balanced 
office market, research and stakeholder 
engagement points to the need for a 
co‑ordinated, city-wide vision and action plan. 
This place-based approach necessitates strong 
leadership and ambition from city officials 
and those involved in creating and curating 
buildings, transport, amenities and public 
spaces. A clear and robust vision will unlock 
large-scale solutions and provide a shared 
direction for all stakeholders across the city’s 
office ecosystem.

Rather than viewing office buildings as individual, 
siloed assets with disparate owners, cities could 
explore a more strategic approach – reframing 
their focus as a collective endeavour to manage 
office stock and occupiers as a “city portfolio”. 
Cities can learn from fund management 
principles by treating their office assets and 
supporting amenities as a portfolio. This 
involves establishing metrics and targets for key 
social, economic and environmental indicators 
and tracking aggregated performance to 
support strategic, data-led decision-making. 

This portfolio approach could enable new, high-
performing office buildings to flourish while 
preserving more affordable, albeit potentially less 
operationally sustainable, workspaces elsewhere 
in the city. Such diversification builds resilience 
and allows for more efficient, city-wide 
investment strategies to achieve sustainability 
targets in a managed and strategic way.

between stakeholders, making meaningful 
collaboration more feasible. This environment 
has the potential to support more co-ordinated, 
city-wide approaches to sustainability that may 
be harder to achieve in larger urban areas. In 
smaller, more connected cities, the increased 
ability to bring together building owners, 
businesses, local government and sustainability 
experts creates an opportunity for shared 
initiatives that benefit the entire ecosystem.

Creativity in the face of constraints. 
Constraints can be catalysts for innovation. 
Limited opportunities for new-build 
development may force a greater focus on 
repurposing and retrofitting existing office 
stock, which is beneficial for reducing embodied 
carbon. Several architects interviewed noted 
that some of their most creative projects have 
emerged from working within the limits of 
existing buildings. By prioritising sustainable 
refurbishments, regional cities can improve the 
quality of their office stock while maintaining 
the unique character and heritage of their built 
environment.

HOW DO WE GET THERE?
This report highlights multiple interrelated 
barriers to creating more sustainable office 
buildings in regional markets. Lower rental 
values and fewer major corporate occupiers, 
compared to larger urban centres, can make 
it difficult to justify the financial case for new, 
high-specification sustainable offices.

While these challenges are real, allowing them 
to dictate market dynamics risks creating 
a self‑perpetuating cycle of inaction. The 
common narrative of “too expensive, not 
enough demand, no new offices, too difficult” 
can become an established story and presumed 
wisdom that has the potential to constrain 
progress on sustainability and impact the long-
term resilience of local markets. 

Although the UK and city-level economies 
shaping the office sector will continue to evolve, 
there remains an urgent need to cultivate 
thriving regional office markets within existing 
constraints. This calls for a realignment 
of stakeholders around a common goal of 
maximising and unlocking the potential in 
regional office markets. 

By leveraging existing assets and working with 
current occupiers, the office sector can make 
meaningful strides without relying solely on 
new developments. Improving sustainability 
performance is core to compliance, resilience 
and competitiveness. Evidence from the 
UKGBC’s work on the cost of sustainability 
(2020) shows that substantial progress in 
the sustainability of regional office stock can 
be achieved through incremental, strategic 
improvements, rather than waiting for 
large‑scale transformations.

Indeed, smaller, regional cities do possess some 
“super-powers” to achieve this change:

The opportunity in smaller, more 
connected cities. The more compact nature 
of smaller cities enables stronger connections 
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different occupiers and price points is critical 
to support local business ecosystems. Each 
building should be positioned to maximise its 
positive impact using the “asset-level toolkit” 
within the constraints of financial viability. 
Stakeholders need to be empowered with the 
skills and knowledge to enhance performance 
at an individual building level. Policymakers 
and industry leaders must remain conscious 
of the risks of “sustainability gentrification”, 
ensuring that well-intended upgrades do 
not inadvertently reduce the accessibility 
of workspace for smaller businesses or local 
enterprises. A balanced approach must be 
maintained, with each asset contributing to 
the city’s broader sustainability goals while 
optimising the retention of embodied carbon 
to minimise unnecessary redevelopment.

6. LEADERSHIP, GOVERNANCE AND 
IMPLEMENTATION STRATEGY 
Strong, collective leadership is required 
to oversee the transition towards a more 
sustainable office market, with clear 
governance structures in place. This 
could include:

•	•	 A city-wide office sustainability task 
force. A dedicated body comprising key 
stakeholders, such as local authorities, 
landlords, occupiers, developers and 
designers to co-ordinate efforts, set 
priorities and drive collaboration.

•	•	 Incentive schemes. Targeted grants, 
tax benefits, or business rates relief 
to encourage the refurbishment and 
upgrade of office buildings in line with 
sustainability goals.

•	•	 Planning and policy interventions. 
Embedding sustainability into local 
planning frameworks through zoning 
requirements, sustainable building codes, 
green leases and streamlined permissions 
for retrofits and adaptive reuse.

•	•	 Data-sharing platforms. Creating a 
database of office performance metrics 
– eg, covering energy use, EPC ratings, 
rents, asset life cycle stage – to inform 
decision‑making.

3. ESTABLISHED A SHARED  
DESIGN CODE
A shared and coherent design code should 
guide the evolution of the city’s office portfolio, 
recognising that buildings will be developed, 
refurbished and repurposed incrementally over 
time. Offices must be designed and upgraded 
with adaptability in mind, ensuring they remain 
viable and relevant as occupier demands, 
business models and climate conditions evolve. 
Simplicity, resilience and longevity should be at 
the heart of design principles to ensure that the 
regional office market is not only competitive 
but capable of accommodating inevitable shifts 
in workplace expectations while minimising 
embodied carbon loss through unnecessary 
demolition or inefficient retrofits.

4. MAKE PERFORMANCE METRICS 
CLEAR, COMPARABLE AND FOCUSED 
ON IMPROVEMENT 

Performance measurement must be clear, 
comparable and focused on meaningful 
improvements across the office portfolio. 
Traditional accreditations, such as BREEAM, 
often fail to align with the commercial realities 
of regional office markets, necessitating a 
reorienting of how “sustainability” is defined 
towards a more practical and outcome-focused 
approach. A shared performance framework, 
aligned with the asset life cycle, should provide 
a common language for all stakeholders to 
assess and improve office buildings across 
energy efficiency, carbon emissions, water 
use, waste reduction and social impact. Cities 
should actively engage with and support the UK 
NZCBS while also prioritising operational cost 
efficiencies and tangible benefits that resonate 
with local occupiers.

5. BUILD A DIVERSE AND OPTIMISED 
OFFICE ECOSYSTEM 
A diverse pool of office stock is fundamental 
to maintaining a thriving city portfolio. 
Preserving a variety of spaces that cater to 

sector and that businesses have access to a 
diverse, adaptable and resilient office market 
that meets their changing needs.

Leveraging the different roles that 
stakeholders can play is critical to 
success. Private sector investors and building 
owners bring financial capital, commercial 
expertise and asset management capabilities, 
while public sector bodies provide strategic 
oversight, policy direction and targeted 
funding to drive sustainability initiatives. A key 
consideration is whether the most effective use 
of public money for a given city is to improve 
the viability of a single new-build office, support 
energy efficiency programmes, or invest in 
public realm, transport, or shared low-carbon 
district heating systems.

Working together allows for the effective 
allocation of limited public sector funding, 
ensuring that resources are used to catalyse 
investment, de-risk sustainability improvements 
and unlock private sector confidence and 
activity.

Developing a shared vision, objectives 
and key performance indicators. A shared 
vision for office stock that will support a 
thriving, resilient business community needs 
to be developed and owned locally. It should 
be shaped around local context to ensure 
that objectives address local needs and 
cover reducing emissions, increasing energy 
efficiency and supporting business resilience. 
Notwithstanding the fact that objectives need 
to be specific to each city, some emerging 
objectives based on this research are included 
in the box on the left. 

Key performance indicators should measure:

•	•	 Office stock. Vacancy rates, retrofitting 
progress and energy efficiency 
improvements.

•	•	 Business performance. Occupier 
satisfaction, tenant retention rates and 
business sector diversity.

•	•	 Sustainability compliance. EPCs, 
stranding risk, alignment with net zero 
targets such as BREEAM, NABERS UK or 
UK NZCBS, embodied carbon and whole-life 
carbon performance.

EMERGING OBJECTIVES FOR  
A CITY PORTFOLIO

1. DEFINE, CONNECT AND NURTURE 
THE ‘THRIVING HEART’ OF A CITY’S 
OFFICE MARKET

A key objective is to define, connect and 
nurture the thriving business hubs within 
the city, ensuring that the most prominent 
commercial districts – whether the core 
central business district “hub” or smaller 
local “spokes” – support a dynamic and 
recognisable office market. This requires a 
co-ordinated approach to delivering high-
quality public realm, shared amenities and a 
diverse range of workspace options, including 
co-working and flexible office solutions, 
particularly in locations where prime buildings 
lack these features. Public sector intervention 
must be strategically aligned to enhance 
placemaking, improve infrastructure and 
ensure that regional office markets have a 
clear proposition that can attract and retain 
occupiers who increasingly seek high-quality 
environments but are taking less space and 
opting for multi-let arrangements.

2. ENSURE RESILIENCE AND  
FUTURE-PROOFING 
Resilience and future-proofing must be at 
the core of the city’s office portfolio strategy. 
Many regional cities contend with ageing 
buildings with lower EPC ratings and the 
increasing demands of the net zero transition. 
A proactive, long-term strategy is required to 
align assets with sustainability and compliance 
expectations, mitigating the risk of economic 
and functional obsolescence. Improvements 
should be carefully phased alongside planned 
maintenance cycles to optimise cost-
effectiveness and ensure long-term value 
creation, rather than reactive, piecemeal 
interventions. By taking a city-wide view of 
these challenges, public and private sector 
leaders can reduce stranding risk and create a 
more sustainable, investable office market. 
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environment professionals. Active public 
sector participation is critical for positive 
place‑based change, and our findings 
underscore the essential role public sector 
organisations play in driving regeneration and 
raising building standards in regional cities.

Collaborative leadership fosters effective 
communication and alignment among these 
diverse groups. At its best, it also promotes 
a critically important culture of co-operation 
and shared accountability, which enhances 
efficiency and productivity. 

PROBLEM SOLVING AND 
ADAPTABILITY
The property market is dynamic and often 
unpredictable. Collaborative leadership 
enables teams to respond quickly to 
challenges and opportunities. By fostering 
open communication and shared problem-
solving, teams can adapt to changing market 
conditions and mitigate risks. 

COMPLEX DECISION-MAKING

Taking a portfolio management approach 
to a city’s office provision requires complex 
decision-making related to strategic 
prioritisation, development and regeneration 
proposals, and place-based initiatives. A 
collaborative approach allows for the pooling 
of expertise and perspectives, leading to 
better‑informed and more robust decisions. 

SPACE GROUPS AND THE NEED 
FOR COLLECTIVE LEADERSHIP 
Collaborative leadership is a key component 
for an effective city portfolio approach to 
delivering a successful, sustainable local 
office market. Implementing such a place-
based strategy requires collaboration and 
co-ordinated action between public and 
private sector actors, with shared ownership 
and leadership from local authorities, 
building owners, occupiers and sustainability 
organisations. These stakeholders must align 
around shared goals to create a resilient 
and thriving office market – enhancing 
sustainability, attracting and retaining 
occupiers, and providing future-proof office 
spaces in line with net zero ambitions. 

To facilitate this, we propose the formation 
of new regional, city-level public-private 
bodies, known as “Sustainable Property 
and Commercial Engagement” groups. 
These SPACE groups would be responsible 
for developing, guiding and owning city-
wide workplace strategies and engaging 
stakeholders to drive positive progress 
towards the aims outlined on page 45.

TEAMWORK AMONG DIVERSE 
STAKEHOLDERS
Effective portfolio management in a city 
context involves numerous stakeholders, 
including property owners, investors, 
developers, occupiers, contractors and built 

practices and behaviours, and explores 
regulatory and policy levers that could 
accelerate change. 

A total of 21 tools – comprising pathways 
and interventions – were identified through 
research, BCO member survey responses and 
insights from stakeholder interviews. These 
tools were reviewed for suitability and feasibility 
at three regional workshops. The findings 
highlighted key local differences between 
cities and feedback reinforced the benefits of 
adopting a toolkit approach.

The toolkit set out over the following pages 
is intended as a starting point, rather than a 
comprehensive list. Not all tools will be relevant 
or applicable to all situations. It is envisaged 
that the proposed regional SPACE groups will 
continue to refine and expand this initial toolkit 
through ongoing industry engagement and 
real‑world application.

Alongside having the right leadership, vision 
and stakeholders in place, a successful city-
level approach will require the use of numerous 
measures to turn strategy into action. The 
intended outcome being to help smaller 
regional cities to maintain and achieve a 
thriving economic position while improving the 
sustainability and resilience of their office stock. 

As part of this research, a range of potential 
measures have been identified and tested in 
collaboration with BCO members and regional 
workshop participants. This co-creation process 
has shaped the development of an initial toolkit 
of pathways and interventions. 

Stakeholder feedback highlighted that the 
drivers of the disparity in sustainable offices, 
and the barriers to change, span technical, 
social, legal, economic and societal aspects. 
In response, the toolkit touches on potential 
asset-level solutions, seeks to address industry 
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TOOLKIT FOR ACTION: ASSET-LEVEL PATHWAYS 

Building on the Office Retrofit Pathways developed by UKGBC (2024), the seven asset-level 
pathways set out below were co-developed with research participants. Feedback gathered from 
regional workshops in Exeter, Sheffield and Newcastle assessed the local viability of each pathway 
and the extent to which its potential is being maximised.

PATHWAY LEVERS/OUTCOMES

1. Optimisation and management A Improving day-to-day energy management and 
promoting sustainability initiatives within the 
workspace

B Optimisation achieved through improved controls 
and behaviour change

2. Retrofit A Upgrading the building’s mechanical and electrical 
systems, typically undertaken between lettings 
without repositioning the asset 

B Likely driven by compliance requirements (eg, 
MEES) or the need to improve energy efficiency and 
reduce carbon emissions

3. Refurbishment A A more comprehensive asset upgrade involving 
substantial replacement of M&E systems and 
fabric upgrades

B Aims to reposition the building as a higher-value asset 
with an improved sustainability rating

4. Fitted office repositioning A Refurbish the asset to enhance its value by providing 
fully fitted office spaces, targeting higher rental 
levels

B Opportunity to embed circularity and reduce 
waste in the fit-out process

5. Release for alternative use A Change of use from offices to a higher-value 
function

B Reduces office stock but funds the improvement 
of the building

6. Demolish and new build A New-build offices can target higher sustainability 
ratings and accreditations

7. Council/public sector intervention A Public sector financial support to enable projects 
via either own occupation, lease guarantees or funding

INTERVENTION LEVERS/OUTCOMES

1. Agents A Shift the market narrative from sustainability 
ratings and standards to actual performance and 
future potential 

B Evolve from the “best deal” to deals that improve 
the sustainability and resilience of the office 
stock

2. Defining/redefining “sustainable” A Develop a new, or evolve an existing, simple green 
building certification standard to focus on 
rewarding optimised solutions in lower-rent regions 
and smaller buildings.  Such a standard would:

• Prioritise and reward sustainable refurbishment and 
retrofit over demolition and new build

• Focus on measures that deliver actual performance 
improvements

3. New professionalism A Build on existing work by property sector professional 
bodies to develop a pan-industry transformation 
programme to increase individual and collective 
motivation and action on sustainability

B Use industry awards and case studies to 
recognise and celebrate sustainable buildings 
created in more challenging markets, especially 
those demonstrating tangible, positive sustainability 
performance

4. Neighbourhood-scale solutions A Establish public-private partnerships to deliver 
efficient neighbourhood-scale shared sustainable 
infrastructure, such as high-quality public realm or 
district energy networks, to benefit numerous local 
buildings

B Increase public sector-led regeneration 
delivery to catalyse private investment in 
sustainable workplaces as part of broader mixed‑use 
developments that deliver social, economic and 
environmental value

TOOLKIT FOR ACTION: REFRAMING PERSPECTIVES 

The research highlighted the importance of looking beyond individual buildings or siloed projects. 
Delivering more sustainable offices will require a shift in both industry practice and behaviours, 
alongside the adoption of broader, place-based approaches. The following interventions are 
designed to help reframe perspectives and promote systemic change across the sector through 
levers of culture, behaviour and systemic change.
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TOOLKIT FOR ACTION: INTERVENTIONS IN POLICY AND REGULATION 

The policy and regulatory landscape plays a critical role in both setting minimum standards (the 
“stick”) and incentivising progressive action (the “carrot”). Most regional workshop participants 
favoured financial “carrots” rather than “sticks”, although some suggested that the latter could be 
applied in London and the Big Six to help level the playing field. However, concern was raised that 
any financial penalties could risk making the UK less attractive to investors.

INTERVENTION LEVERS/OUTCOMES

1. Fiscal policies A Expand the current green business rate relief to 
include sustainability upgrades to office building 
fabric and systems, not just renewable energy 
technologies

B Introduce corporation tax allowances or reliefs for 
building owners and occupiers who demonstrate 
measurable improvement in building sustainability

C Change the VAT regime to incentivise the 
retrofitting of existing buildings and the use of more 
sustainable materials and products

2. Planning system A Utilise local development orders to streamline 
planning permissions for specific types of sustainable 
development, making it easier and faster for 
developers to proceed with projects that meet 
certain criteria – eg, deep retrofit

B Embed clear sustainability criteria into the framework 
of permitted development rights to encourage 
developers to prioritise environmental considerations 
while maintaining the intended simplicity and 
efficiency of the permitted development process

C Remove legal and procedural barriers that discourage 
the adoption of green leases and collaboration 
between landlords and tenants on sustainable 
building management

3. Regulations A Develop a localised MEES framework to:

1. Introduce “compliance pathways” that align phased 
improvement of lower-value assets with long-term 
planned preventative maintenance strategies

2. Allow for gradually escalating targets in lower-rent 
areas 

3. Incorporate broader sustainability metrics for a 
more holistic approach – eg, recognising embodied 
carbon impacts in developing optimised energy 
efficiency interventions
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ASSESSMENT OF POTENTIAL OF ASSET-LEVEL PATHWAYS IN SHEFFIELD

Intervention High-level viability 
assessment

Viability 
perception*

Fulfilling 
potential**

Actions to accelerate
(identified by workshop participants)

1. Optimisation 
and management 

• Develop simpler buildings where possible
• Educate FM teams and occupiers on benefits
• Implement immediate improvements to tenant 
experience
• Undertake post-occupancy evaluation
• Consider revaluation based on performance in use

2. Retrofit • Can be letting-driven, aligning costs with guaranteed 
income
• Legislation requirements – meeting them for tenants
• Enables a more flexible base build
• Make quicker and cheaper – exempt from planning

3. Refurbishment • Delivers embodied carbon savings
• Can be offered at a lower price point
• Allows faster speed to market
• Benefits from low-cost land or existing building
• Occupiers are increasingly mindful of refurbishment’s 
impact on their carbon reporting 

4. Fitted office 
repositioning

• Potential to secure a rental premium
• Highlight flexibility for occupiers 
• Greater control over fit-out and sustainability outcomes
• Maximises reuse of materials
• Can be a win-win when done correctly

5. Release for 
alternative use

• Removes underperforming or obsolete stock
• Enables more mixed-use development, including 
residential in city centres

6. Demolition 
and new build

• Needs improved connectivity and better public realm
• Dependent on local government investment and 
leasing support

7. Council/
public sector 
intervention

• Short-term model to catalyse activity – not seen as a 
long-term viable fix
• Brings wider economic benefits (eg, job creation, 
increased tax revenue)
• Strategic top-down influence is key

Potential impact of intervention:    High     Medium     Low
* Do you believe this is a viable route to improving the sustainability of the office stock in your city?
** Do you believe the potential of this pathway is being maximised on every project?

Notes and quotes from the Sheffield workshop

HEART OF THE CITY, SHEFFIELD
The Sheffield city centre regeneration project arose 
from the failure of previous retail-led redevelopment 
plans. Sheffield City Council shifted its strategy to 
directly fund and undertake a mixed-use development, 
with Queensberry as strategic development partner. 

The aim was to deliver a scheme that would help to 
address economic decline, outdated infrastructure and 
the need for modern, sustainable spaces, identified 
through consultations, prioritising economic diversification, 
enhanced public realm and environmental responsibility.

The council’s self-funding model utilised low-interest 
Public Works Loan Board funds, complemented by tax 
increment financing. Phased development, contingent 
on prelets, mitigated risk. The initial “Heart of the City” 
phase achieved high occupancy and exceeded rental 
projections.

Innovative approaches to sustainability were exemplified 
by Elshaw House – a low-carbon office with high-
performance fabric, efficient HVAC and renewable 
energy integration. Pandemic-related delays and 
supply chain issues were overcome through flexible 
phasing and collaboration, highlighting the importance 
of robust risk management and adaptable delivery.

A strong public-private partnership enabled efficient 

CASE STUDY

‘Reframe perspective’ 
interventions
● Need to invest in FM team to 
help to raise the bar and set higher 
expectations

● “Standards not the issue per se, but 
perhaps we have the wrong standards 
for what we now need?”

● There is a need for a simple, easy-
to-understand performance standard 
– perhaps UK NZCBS or NABERS UK 
(excluding embodied carbon)

● Many in the supply chain lack a clear 
understanding of sustainability — this 
needs to start with a more educated 
occupier base and will “feed through”

● Education, education, education – a 
recurring theme among stakeholders

● “It is lazy to think that sustainability is 
more expensive”

● “Ratings are confusing for occupiers”

● Refurbishment approaches must 
be better aligned to the realistic life 
expectancy of existing buildings

Policy and regulation 
interventions
● Any fiscal incentive or penalty must 
be linked to the total impact of the 
business, not just the building. “What 
if a fossil fuels company occupies a 
highly sustainable building?”

● Any incentives must link to 
measurable performance uplift, 
relative to a building’s starting point – 
not absolute targets

● “Could we have fiscal sticks in the 
better markets (eg, Big Six cities) and 
then carrots in regional cities?”

● VAT reform has the greatest potential 
to incentivise more refurbishment

● The LDO model has the potential to 
bring inward investment. It is critical 
that great design codes and controls 
are in place

● PDR intervention was generally felt to 
be too difficult and technically tricky to 
measure and compare

● The weaknesses in EPCs must be 
addressed before any MEES-related 
contextualising could work

● View that regional or asset life cycle 
stage variation is not a good thing. 
Needs to be national and universal

BRINGING THE APPROACH TO LIFE: 
SPACE WORKSHOPS
As part of this research, the proposed 
approach was tested through a high-level 
financial viability analysis and SPACE workshops 
in Exeter, Newcastle and Sheffield. Over the 
following pages we set out outcomes from the 
workshops along with case studies from each of 
the cities.

KEY LESSONS 
• Understand the opportunities but also limitations 
of outdated funding models in today's economic 
climate. The shifting risk landscape highlights the 
potential for new collaborative funding models. 

• A phased approach with an adaptable 
masterplan worked well, and stakeholders 
emphasise how maintaining a long-term vision 
within local authorities and adapting to market 
conditions are both essential to success. 

• High-quality, sustainable buildings are vital for 
attracting tenants and long-term value.

decision-making aligned with the city’s long-term 
vision. Positive social impact was targeted through 
public realm improvements informed by community 
engagement, creating accessible and inclusive spaces. 

The project’s sustainable design and public realm have 
enhanced Sheffield’s attractiveness. Replicating this 
requires strong leadership, collaboration and a 
commitment to long-term sustainable development, 
focusing on high-quality buildings like Elshaw House.

Elshaw House, Sheffield
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ASSESSMENT OF POTENTIAL OF ASSET-LEVEL PATHWAYS IN EXETER

Intervention High-level viability 
assessment

Viability 
perception*

Fulfilling 
potential**

Actions to accelerate
(identified by workshop participants)

1. Optimisation and 
management 

• Deploy systematic initiatives to 
minimise implementation costs

• Consider Introducing incentives or 
penalty charges linked to actual energy 
consumption

2. Retrofit • Undertake early testing to ensure 
selection of viable buildings

3. Refurbishment • Reduce the quantum of existing stock 
to enhance refurbishment viability

4. Fitted office 
repositioning

• Consider how it is funded: rentalised by 
landlord or separate occupier charge

5. Release for 
alternative use

• Use Article 4 Directions to impose local 
restrictions on PDRs

6. Demolition and 
new build

7. Council/public 
sector intervention

• Offer targeted tax incentives to 
support sustainable development

Potential impact of intervention:    High     Medium     Low
* Do you believe this is a viable route to improving the sustainability of the office stock in your city?
** Do you believe the potential of this pathway is being maximised on every project?

‘Reframe perspective’ 
interventions
● “The key to all of this is for the city to 
have a strong vision and to stick with it”

Policy and regulation 
interventions
● Reducing VAT on refurbishment is a 
“no-brainer”

● The local “viability gap is too large 
to bridge” with business rates and tax 
incentives alone

● “If the product was there, it would let”

● Local development orders could work 
but “Exeter has no land”

● Permitted development rights is not 
a realistic route, as “most offices likely 
to be attractive via PDR have already 
been lost and have changed use”

● Planning needs to be “more flexible” 
and acknowledge changing market 
conditions. (Lowering sustainability 
standards to get stalled schemes built?)

● Building Regulations already 
do “much of the heavy lifting on 
sustainability. Is the extra worth it?” 

● Expect a “tsunami” of office losses in 
Exeter coming from MEES

● No real support in the room for a 
nuanced/localised MEES. “It cannot 
work with local variation”

● MEES/EPC are not robust and do not 
reflect actual/in-use performance.

● Could ESOS (Energy Savings 
Opportunity Scheme) be a hidden 
driver?

● View that occupier is already subject 
to various sticks, such as ISO 14004, 
ESOS, etc.

If there was one thing 
discussed today that 
would improve office 
sustainability in Exeter… 
● NABERS UK – clear measure of 
sustainability in operations

● More regulation – to help occupiers 
and drive up requirements for building 
owners

●  Local standards, not national – 
relevant that they take into account 
local conditions

● Public-private partnership to change 
to a more progressive narrative 

● Education of clients, agents and 
supply chain

● Education of occupiers – eg, cost of 
EPC A versus refurbishment

● Case studies and stories

Notes and quotes from the Exeter workshop

BROADWALK HOUSE, EXETER
The comprehensive refurbishment of Broadwalk 
House transformed an outdated office building into a 
modern sustainable workspace with the intention of 
improving the local benchmark of sustainable offices 
and attracting contemporary businesses.

Developer Castleforge led the project, leveraging its 
“Clockwise” flexible workspace concept as the core 
offering. This was integrated with conventional office 
space on the upper floors, supported by a flexible fit-
out strategy (Cat A, existing fit-out, Cat A+) designed 
to meet a spectrum of tenant requirements and 
budgetary considerations.

Since opening, the Clockwise café has evolved into a 
central business hub, driving increased tenant interest. 
The Clockwise model strategically functions as a 
growth “stepping stone”, allowing businesses to scale 
within the Broadwalk House ecosystem and move into 
more traditional office spaces.

Given the lack of comparable high-quality office 
accommodation in Exeter, Castleforge drew 
confidence from its track record of successfully 
developing Clockwise locations in other cities. While it 
was untested as a concept in Exeter, the scheme has 
proven highly successful, establishing new benchmarks 
for local rental values, with a second phase of 
development currently under consideration.

ESG principles were central to the project’s conception, 
driven by both mandatory regulatory compliance 
(MEES, EPCs) and increasing investor prioritisation of 
sustainable assets (BREEAM). This project aligns with 
the specific ESG focus of Castleforge’s third fund.

The refurbishment incorporated innovative 
sustainability solutions, including high-performance 
glazing, advanced building management systems and 
renewable energy integration. The design maximised 
natural light and ventilation, resulting in a significant 
reduction in energy consumption. Key performance 
indicators include a reduced carbon footprint, 
enhanced occupier satisfaction and increased demand 
for tenancies.

Social impact was addressed through the provision 
of high-quality, accessible workspaces that enhance 
the attractiveness of the city centre for businesses 
and talent. Community feedback was sought and 
integrated into the design to ensure the building 
harmonised with its historic surroundings.

The project’s financial structure combined private 
equity investment with leveraging tax incentives for 
sustainable building upgrades. 

Major challenges included the integration of modern 
building systems within the existing structure and 
managing supply chain volatility (predominantly due 

CASE STUDY

KEY LESSONS 
• Embrace innovative leasing models to unlock 
greater value.

• The Clockwise concept achieved significantly 
higher rental rates compared to traditional office 
spaces. 

• Comprehensive market research is paramount 
to understanding tenant demands and market 
dynamics. 

• Engage with local agents to gain nuanced 
market intelligence, even with internal expertise. 

• Maintain flexibility in fit-out options to 
effectively navigate evolving market conditions.

to the Covid pandemic). This was achieved through 
close contractor partnerships and agile design 
modifications. Non-local design and contractor 
partners were appointed to ensure consistency 
of quality and alignment with Clockwise’s regional 
standards. Key learnings underscore the critical need 
for comprehensive pre-construction due diligence and 
adaptive project management strategies.

Project performance is tracked through tenant 
satisfaction surveys and post-occupancy evaluations. 
Evidence demonstrates significant reductions 
in energy consumption and enhanced occupant 
wellbeing, directly contributing to the building’s 
long‑term sustainability profile.

Broadwalk House serves as a key contributor 
to the sustainability and economic resilience of 
Exeter by offering contemporary, sustainable office 
environments that effectively attract and retain 
high‑value businesses.
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ASSESSMENT OF POTENTIAL OF ASSET-LEVEL PATHWAYS IN NEWCASTLE

Intervention High-level viability 
assessment

Viability 
perception*

Fulfilling 
potential**

Actions to accelerate
(identified by workshop participants)

1. Optimisation 
and management 

• Employ knowledgeable managing agents to 
advise and share best practice
• Undertake building optimisation appraisals – 
“quick and dirty” walk around of systems. Initial 
review of actual versus perceived
• More efficient control and automation

2. Retrofit • Focus on improving tenant acceptance
• Accessible funding
• Reduce planning-related costs for retrofit

3. Refurbishment • Improve occupier perception
• Effective “swing space” strategy on a regional 
level – to allow efficient and extensive refurbishment
• Simplify and streamline planning process 

4. Fitted office 
repositioning

• More flexible approach from occupiers

5. Release for 
alternative use

• Compulsory purchase orders

6. Demolition and 
new build

• Efficiency through lowered operational carbon 
over long time period

7. Council/
public sector 
intervention

• Provide clear policy signals to stimulate and give 
longer market confidence (eg, mandating whole-
life carbon assessments, committing to publicly 
owned/occupied assets being net zero by 2050)
• Mandate environmental performance ratings for 
city-backed developments (eg, NABERS UK)

Potential impact of intervention:    High     Medium     Low
* Do you believe this is a viable route to improving the sustainability of the office stock in your city?
** Do you believe the potential of this pathway is being maximised on every project?

Notes and quotes from the Newcastle workshop

NEWCASTLE HELIX
CASE STUDY

‘Reframe perspective’ 
interventions
● Local business rates retention (to 
2038)

● Role of local authority as a catalyst

● Shift funding focus from new to 
existing assets that are currently 
unviable

● There is a “poor baseline 
understanding of role and potential 
of refurb and retrofit – need to 
improve literacy and understanding of 
embodied carbon”

● Foster collaboration and enhance 
transparency by sharing data, 
information and best practice

● Shifting perspectives – 25-year 
horizon

● Credibility – benchmark and 
performance data access throughout 
life cycle and across parties

● Government support for retrofit – 
quality, performance, uptake

 

● Importance of consistent, reliable 
metrics at the city level – including 
grid capacity and wider public benefit

● “Can the professional duty of care be 
expanded to the planet and client?”

Policy and regulation 
interventions
● “Corporation tax changes might act 
as a carrot, but presumably rent would 
simply increase?” Need to ensure any 
incentive unlocks more sustainable 
office stock

● “VAT regime could be a better carrot 
than corporation tax changes”

● There are real challenges to 
credibility and robustness – “how do 
you demonstrate a real reduction/
improvement?” 

● View that there is a lack of investable 
green projects locally

● “UK is already quite unattractive and 
costly for international occupiers and 
investors.” Caution needed with “sticks”

● “The LDO approach is a no-brainer” 

● PDRs are not a viable route in 
Newcastle due to limited empty land. 
Oversupply of retail could lead to a 
range of other uses. Healthcare was 
mentioned as local use for former retail 
spaces

● Occupiers rarely take a whole building 
in Newcastle – workshop attendees 
could only name one or two

● Helix cited as an example where 
an investment case also linked to 
flood alleviation works to de-risk 
existing local business premises that 
had historically flooded – workshop 
attendees wondered if a local 
resilience plan is needed for the city? 

● Legislation is more effective than 
voluntary measures like green leases, 
but the latter can help to smoke out 
the virtue signallers

● Approach to a nuanced MEES was 
felt to be open to risk of gaming. 
Complicated and unworkable

Measurable impacts include reduced carbon emissions 
through district heating and smart grid technologies, 
alongside increased research output and business 
growth.

Unforeseen challenges, such as fluctuating material costs 
and complex site remediation, were overcome through 
flexible project management and strong partnerships. 
A key aspect of the project is the innovative tripartite 
partnership between Newcastle City Council, Newcastle 
University and Legal & General, which facilitated 
alignment between academic, public and private sector 
goals. This structure streamlined decision-making and 
risk-sharing.

Funding came from public sector grants, university 
investment and private sector capital, including 
Legal & General’s significant commitment. This 
diversified approach ensured long-term financial 

sustainability and allowed for phased development.

Social impact was integrated through community 
engagement programmes, skills training initiatives and 
public realm improvements. The Helix Skills Academy, 
for instance, provides training in digital and sustainable 
technologies, addressing local employment needs. 
Newcastle Helix has enhanced the surrounding area’s 
resilience by creating a hub for innovation and green 
technologies.

Newcastle Helix is a 24-acre urban regeneration scheme 
designed to tackle the city’s post-industrial decline, 
economic stagnation and the need to develop the 
knowledge-based economy. 

The project implemented innovative sustainability 
solutions, focusing on smart infrastructure and 
integrated energy systems, and leveraged local 
planning policies promoting sustainable development 
and innovation clusters. Its success has contributed 
to regional policy discussions on smart cities and 
knowledge-based economies. The Urban Sciences 
Building, a core component of Helix, features a “living 
laboratory” for testing sustainable technologies. 

KEY LESSONS 
• The replicability of the partnership model.
• The benefits of investing in smart infrastructure.
• The importance of placing a strong emphasis on 
community engagement.

P
H

O
TO

: N
EW

C
A

ST
LE

 H
EL

IX



© BCO 2025 © BCO 202558 | VIABILITY AND SUSTAINABILITY IN THE REGIONS VIABILITY AND SUSTAINABILITY IN THE REGIONS | 59

REFRAMING THE ROLE OF THE  
CITY OFFICE PORTFOLIO
A shift in perspective is needed – from viewing 
sustainable offices as isolated buildings to 
seeing them as part of a broader “city office 
portfolio”. This approach, drawing on asset and 
fund management principles, allows cities to 
strategically assess, manage and upgrade their 
office stock in a way that balances financial 
viability with business needs and sustainability 
outcomes.

This city-wide portfolio strategy can facilitate 
a more balanced distribution of sustainable 
office space, allowing new developments 
to be focused in areas of higher viability 
or backed by public sector interventions, 
while existing stock is upgraded to improve 
sustainability performance and retain embodied 
carbon. This helps maintain affordability 
for smaller occupiers while ensuring cities 
remain compliant with evolving sustainability 
regulations. 

For this model to work effectively, better 
co‑ordination between stakeholders is essential. 
This includes aligning sustainability goals 
with broader urban development strategies. 
Financial incentives such as grants, tax reliefs 
and targeted public investment can help 
overcome cost barriers. Meanwhile, stronger 
regulatory frameworks and improved industry 
knowledge can shift perceptions and drive 
long‑term investment.

A TOOLKIT APPROACH FOR  
PRACTICAL IMPLEMENTATION
Given the unique characteristics of each city 
– its economic structures, occupier demands 
and regulatory landscape – a one-size-fits-all 
approach is unlikely to be effective. Instead, 
a flexible, toolkit-based approach that can be 
adapted to local market conditions is required.

This research presents a toolkit of 21 potential 
pathways and interventions. These include 
measures at the asset level (such as retrofit 
strategies and energy efficiency improvements), 
industry-wide practices (such as addressing 
the landlord-tenant split incentive) and policy 

charge model that disincentivises long-term 
investment, and an entrenched preference for 
new builds over retrofits further inhibit progress.

Although demand for sustainable offices is 
growing, the impact of the current disparity on 
occupiers varies. Large occupiers – particularly 
public sector organisations and multinationals 
– are better able to secure sustainable office 
space due to their size and covenant strength. 
However, smaller businesses may struggle 
and have to compromise on sustainability in 
favour of location or access to talent. This 
challenge will become more acute due to 
growing regulatory pressures and energy 
efficiency standards. Cities that fail to improve 
the sustainability of their office stock risk 
long‑term economic disadvantages and 
increasing obsolescence in parts of their 
market.

THRIVING MARKETS: OVERCOMING 
CHALLENGES AND LEVERAGING 
STRENGTHS IN SMALLER CITIES

The journey to a sustainable office market must 
be understood as a crucial part of building 
thriving, resilient cities. While London sets 
the pace for trends in office sustainability, 
regional cities must forge their own paths, 
recognising their distinct characteristics – 
smaller populations, different business bases 
and varying economic viability. A one-size-fits-
all approach risks overlooking local needs and 
missing valuable opportunities to innovate. 
Cities need to be empowered to develop 
place‑based responses that are both fit-for-
purpose and fit-for-place.

Challenges faced by smaller regional cities 
include viability constraints, lower corporate 
demand for high-specification office space 
and a lack of local specialists in sustainability-
focused retrofits. However, these cities also 
possess unique strengths – more compact, 
interconnected ecosystems and the potential 
for closer collaboration between building 
owners, occupiers and local authorities. This can 
support more integrated city-wide sustainability 
efforts, rather than relying solely on individual 
developments.

Planning policy was also found to be a weaker 
lever in smaller regional cities. Stakeholders 
highlighted that the planning system in regional 
cities is typically less stringent, reducing its 
ability to drive higher sustainability standards.

Occupier profile plays a crucial role. Cities 
with a strong presence of financial and 
business services tenants, such as Leeds, 
have seen greater relative demand for high-
specification, sustainable offices. Meanwhile, 
in cities where this demand is weaker, public 
sector intervention has been essential in 
driving sustainability-led regeneration, 
primarily through a small number of flagship 
developments, as seen in Exeter, Newcastle and 
Sheffield.

Further complexity arises from how 
sustainability is measured. Certification 
schemes can be costly and are often perceived 
as focusing more on potential than actual 
building performance. There is an ingrained 
perception that “highly sustainable = prime 
space = additional costs” and the cost of 
achieving these accreditations (specification 
changes, additional professional fees and 
administration) is resulting in some aspects of 
sustainability such as the accreditation processes 
being value-engineered out of projects. 

While the UK NZCBS has the potential to bridge 
this gap, there remains no single, clear way of 
measuring sustainability performance through 
the life cycle of a building. This contributes to a 
market dynamic where prime office spaces in 
higher-value locations are more likely to achieve 
sustainability certifications, reinforcing the 
existing disparity. 

Systemic industry challenges also persist – split 
incentives for landlords and tenants, a service 

CONCLUSION  
AND NEXT STEPS
This research set out to explore the perceived 
disparity in the provision of highly sustainable 
office buildings across London, the Big Six and 
smaller regional cities. It aimed to understand 
the drivers behind this disparity and assess 
its impact on organisations seeking to occupy 
sustainable offices. The findings highlight 
a clear and significant gap between larger 
regional centres and smaller cities, driven by 
a combination of economic, regulatory and 
market-based factors.

KEY FINDINGS

There is a quantitative disparity in the 
number of highly sustainable office buildings. 
On average, the Big Six cities have 19 such 
buildings, compared to just three in Exeter, 
Newcastle and Sheffield. Even when adjusted 
for city size, the gap remains notable: 
Newcastle and Sheffield have five and six 
highly sustainable offices per million sq m, 
respectively, versus an average of 11 per million 
sq m in the Big Six. Higher EPC ratings (A+, A 
and B) are also approximately twice as prevalent 
in the Big Six than in smaller regional markets.

The factors underlying this disparity are 
complex. Rental values and viability are central: 
higher rents and capital values in the Big Six 
make it more feasible for developers and 
building owners to justify the additional costs of 
incorporating sustainability measures. 

In contrast, lower rents and limited demand 
from ESG-focused major corporate occupiers 
in smaller regional cities make new sustainable 
developments and extensive refurbishments 
financially challenging. Importantly, while values 
vary considerably between cities, construction 
costs are broadly consistent. 
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levers (such as regulatory adjustments to 
support sustainable refurbishments). This 
toolkit is intended to evolve and be refined 
through further industry engagement and local 
adaptation.

The proposed creation of regional Sustainable 
Property and Commercial Engagement 
(SPACE) groups would provide forums for 
collaboration among stakeholders who play a 
crucial role in applying and refining this toolkit. 

RECOMMENDATIONS FOR BCO

The following recommendations outline 
a strategic approach for BCO to lead and 
champion change. While success will depend 
on collaborative efforts from key stakeholders, 
these actions will position the organisation to 
drive momentum and secure broad support.

AS A MEMBERSHIP ORGANISATION:

•	•	 Expand regional market engagement. 
Increase membership engagement with 
building owners, developers and occupiers in 
smaller regional cities to better represent 
their challenges and perspectives.

•	•	 Create regional working groups. 
Establish dedicated regional BCO groups 
that facilitate knowledge-sharing and 
networking, such as the proposed SPACE 
groups, to encourage local collaboration.

•	•	 Develop best practice frameworks. 
Provide guidance tailored to smaller regional 
cities, outlining strategies for sustainable 
office development in lower‑value markets.

AS A RESEARCH BODY:

•	•	 Commission further research on 
regional sustainability gaps. Continue 
investigating the financial, policy, skills and 
technical barriers preventing sustainable 
office development in regional cities.

•	•	 Explore the business case for 
retrofitting. Conduct cost-benefit analyses 
of retrofit versus new-build projects to 
strengthen the case for upgrading existing 
office stock. Explore ways to reward users 
and buildings that reduce embodied carbon.

•	•	 Monitor market trends. Track how 
sustainability accreditations, rental values 
and occupier demand are evolving across 
different city types.

AS AN INFLUENCER:

•	•	 Challenge industry norms. Advocate 
for a shift in mindset away from new-build 

prestige projects and towards long-term 
asset management and retrofit solutions.

•	•	 Promote the “city office portfolio” 
approach. Encourage a more holistic view 
of city office stock, where sustainability 
is integrated into urban planning and 
investment decisions. Convene discussion 
around a potential pilot city within which to 
trial the approach.

•	•	 Highlight regional success stories. 
Showcase examples of successful 
sustainable office developments in smaller 
cities to inspire replication elsewhere.

AS A LOBBYIST:

•	•	 Push for incentives to support 
retrofitting. Advocate for policy 
interventions such as tax reliefs, grants, 
or regulatory adjustments to make 
sustainable refurbishments more viable 
in regional markets.

•	•	 Engage with government on planning 
and MEES Regulations. Ensure that 
regulatory frameworks align with the 
realities of regional office markets, 
supporting rather than inhibiting 
sustainability improvements.

•	•	 Address barriers in lease structures. 
Lobby for changes to lease models that 
reduce split incentives and encourage 
landlords and tenants to invest in 
sustainability improvements collaboratively.

AS A CONVENER:

•	•	 Facilitate public-private partnerships. 
Act as a bridge between local authorities, 
developers and occupiers to drive 
co‑ordinated action in regional cities.

•	•	 Host targeted events and workshops. 
Organise industry discussions focused on 
sustainability in regional office markets, 
sharing insights and practical solutions.

•	•	 Encourage knowledge sharing across 
cities. Foster cross-city collaboration 
to exchange strategies for overcoming 
sustainability challenges in different urban 
contexts.

These groups would bring together public 
and private sector actors to take ownership of 
the future of urban office markets, facilitate 
practical implementation and ensure that 
sustainability interventions are locally relevant 
and effectively co-ordinated. By fostering local 
ownership and collaboration, SPACE groups 
have the potential to help cities overcome 
systemic barriers and accelerate the transition 
towards a more sustainable, resilient and 
inclusive office market.
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