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Executive Summary

Introduction

1. Regeneris Consulting together with GL Hearn, WSP Group and John Rutherford Consulting
were commissioned to carry out the Hertfordshire Strategic Employment Sites study. This
assignment is being carried out on behalf of Hertfordshire County Council, East of England
Development Agency (EEDA) and the ten districts in Hertfordshire.

2. The background to this study is that partners are concerned that Hertfordshire is losing its
competitive edge, with a fear that there has been a slowdown in the growth of the
economy in recent years. At the same time, there is increasing competition from other
successful business locations such as the Thames Valley as well as parts of Oxfordshire and
Cambridgeshire.

3. A previous study' suggested that there were a lack of strategic employment sites in
Hertfordshire and the Hertfordshire Works Economic Development Strategy 2009-2021
recognises the need to work with local planning authorities to identify and bring forward a
small number of strategic sites in high profile prestigious locations served by sustainable
transport. This strategy is supported by districts in Hertfordshire and will be taken forward
by the Hertfordshire Local Enterprise Partnership (LEP).

4, Partners recognise that there are a number of other factors which are important in
supporting economic growth, including tackling skills issues, promoting enterprise and
innovation and supporting the growth of key sectors. However, it is not the role of this study
to consider these issues in detail.

Historic Economic Performance

5. The economic performance of Hertfordshire has been assessed and compared to a number
of benchmark areas (national, regional and competing areas). This confirms that in relation
to a number of economic indicators, Hertfordshire has been under-performing:

° Whilst Hertfordshire generates high levels of Gross Value Added (GVA), growth in
GVA and GVA per head has been slower than certain competitor areas. Between
1998 and 2008, GVA per head in Berkshire for example increased by £8,000 more
than Hertfordshire over the same period.

. Employment growth in Hertfordshire has also been behind some other areas.
Between 1998 and 2008, employment in Hertfordshire increased by 2% which
compares to national and regional growth levels of 10% over the same period.

6. There is also some evidence to suggest that employment in Hertfordshire is becoming more
focused on low value sectors. Key sectors in terms of size include ‘wholesale and retail trade’
and ‘admin and support services’. In addition, sectors which have grown between 1998 and
2008 includes education, health and social work. Employment in other higher value sectors
such as ‘research and development’ have not kept pace with national growth.

! Regional Strategic Employment Sites Study, Arup (2009)
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10.

11.

12.

13.

14.

15.

16.

We have also looked in detail at the strength of certain priority sectors. Hertfordshire has a
particular strength in life sciences, with an increase in employment between 2003 and 2008
and a relative specialisation in employment terms compared to national levels.

There has been significant employment growth in the advanced manufacturing and
professional, banking and finance sectors in Hertfordshire. However, the county does not
have a relative specialisation in these sectors in employment terms compared to nationally.

Employment in the software and digital sector and the green industries sector declined
between 2003 and 2008 but Hertfordshire does have a relative specialisation in these
sectors in terms of employment compared to national levels.

Hertfordshire does not have a relative concentration of employment in the logistics sector
and employment in this sector has been in decline. There are average concentrations of
employment in the creative industries sector and between 2003 and 2008 employment fell
(but there has been an upturn in jobs since 2007).

In terms of international inward investment, Hertfordshire attracted the second highest
levels of inward investment in the region after Cambridge between 2005 and 2010 (44
investments). This is however three times lower than for Berkshire. Investment in
Hertfordshire has remained fairly stable over this period whilst it has declined in Berkshire.

Historic Commercial Property Market Performance

Data on the commercial property market performance of Hertfordshire has also been
reviewed and this also suggests that the county has been under-performing against its
potential. Hertfordshire saw a 6% growth in B-class floorspace in the decade to 2008
compared to 13% growth across the East of England and 20% in Cambridgeshire. The
difference is particularly pronounced for office floorspace which grew by 12% in
Hertfordshire compared to 21% in Berkshire and 58% in Cambridgeshire.

Hertfordshire generally has a less well developed office market relative to Berkshire, it has
fewer centres with a critical mass of market activity. Office rents in Hertfordshire are below
those for Berkshire-£20psf for successful strategic sites in Hertfordshire-compared to around
£26psf at Green Park, Reading. Compared to Hertfordshire, Berkshire and the Thames Valley
have managed to develop a quality office market and a critical mass which has enabled the
area to develop a strong commercial offer.

Whilst Hertfordshire struggles to compete with Berkshire in the office market, it has a far
larger and more significant market for industrial space. Its historic role in this regard means
that the industrial market in Hertfordshire has also been less affected by the recession.

Valuation Office data shows that between 1998 and 2008, warehouse floorspace has grown
by a third in net terms and office floorspace by 12%. At the same time, there has been a net
loss in industrial floorspace (-22%). It is worth noting that despite this net loss in industrial
floorspace, there is likely to be demand for new premises which is driven by replacement
demand, that is to say that some firms will be in outdated properties and require more
modern space.

Relative to competitors, delivery of new floorspace has been limited and there has been
limited net growth in B1 floorspace which supports higher value activities.
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18.

19.

20.

Strategic Employment Sites: Lessons from Elsewhere/Definitions

A number of successful strategic employment sites elsewhere in the greater South East have
been reviewed and this has indicated that there are a humber of common factors which
need to be considered:

. Accessible location, close to national road network and motorway junctions and
with strong high quality public transport access

. High ‘green’ credentials such as solar roof panels and rain water harvesting

. A range of amenities on site, including retailing, cafe/restaurants, health club/sports
and leisure facilities and social/networking facilities

. Strong relationship with an existing main town, facilitated by proximity or good
transport links

. Masterplanned by a well known architects’ practice and providing a high quality
landscape

. Where office development is a primary focus, provision in the order of at least

1,000,000 ft2 office floorspace appears to be beneficial

Other sites elsewhere which have been less successful than expected have also been
reviewed. Key factors which have impacted on their success includes: poor public transport
access and proximity to motorway, competition from other locations in close proximity and
a poor relationship with existing towns.

Overall, we are of the view that a strategic site should be of a scale, location, quality and
prominence to be attractive to key businesses and those within high value-added and
growing sectors.

In determining whether a site is of strategic significance, we consider that the following
represent the key considerations — most of which are borne out by our review of successful
strategic sites elsewhere. A strategic employment site must be:

. Of an appropriate scale: capable of accommodating regional strategic development,
which could not equally be accommodated elsewhere.
. Of an appropriate quality: high quality sites which are attractive to national and

international investors and key employers in Hertfordshire. Sites should be of
regional/inter-regional/or national significance and capable of raising the profile and
economic performance of the region and Hertfordshire.

. Able to build a clear identity: a clear identity/ brand and future vision for the site.
The quality of the floorspace, environment and amenities should be sufficient to
accommodate large scale users or higher value added uses, which fit with the overall
strategy for that site.

. Able to demonstrate a good fit with wider policy. In particular sites should
accommodate leading edge sectors, accommodate uses that add to the ‘economic
base’ of the region and are clear economic drivers, offer (or have the potential to
offer) high levels of accessibility by public and private transport and be consistent
with transport policy. Related to this, we consider the issue of deliverability as being
extremely important, since time and effort should be concentrated on bringing
forward those sites which are most likely to be deliverable.
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21.

22.
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24,
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27.

Future Potential for Hertfordshire

In order to understand the potential for future employment growth in Hertfordshire and
future demand for sites and premises, we have drawn upon a number of sources of
information, including economic forecasts (recognising the limitations which exist).
According to the base case scenario produced by the East of England Forecasting Model
(EEFM), employment in Hertfordshire is predicted to increase by 16% between 2011-2031 or
79,300 jobs.

A predicted increase in employment of between 13% (base case) and 18% (higher growth)
over a ten year period between 2011 and 2021 compares to an increase of just 2% over the
previous ten years (between 1998 and 2008). Relatively weak past employment growth
correlates with below average growth in employment floorspace.

Historically, the economic performance of Hertfordshire has been behind that of
Cambridgeshire and Berkshire and future performance is also expected to lag behind. It is
also clear from the analysis that future employment growth in Cambridgeshire and Berkshire
is expected to be in higher value sectors, whereas in Hertfordshire there is stronger growth
predicted in lower value sectors relative to these other locations. This may result in
Hertfordshire becoming a lower value economy compared to some of its competitors.
However there is an opportunity to address this through developing the sites and premises
offer in Hertfordshire, at the same time as implementing broader planning and economic
development initiatives to secure growth.

We consider that there are three broad potential economic growth scenarios for
Hertfordshire which are as follows:

. Status Quo Scenario — assumes the modest growth rate experienced in Hertfordshire
in the last ten years continues over the next twenty years (equivalent to +4% overall,
or +19,900 additional jobs created).

. East of England Forecasting Model (EEFM) Forecast Growth Scenario — assumes a
16% growth rate for Hertfordshire over the next twenty years (base case demand
forecast) resulting in 79,300 jobs.

. Aspirational Scenario — Herts raising its game to match the best performing sub-
regional economies, based on applying the forecast Cambridgeshire growth rate of
25% over the next twenty years resulting in a net growth of 122,900 jobs.

Our report concludes that while Hertfordshire has been underperforming compared to its
potential, the county has the assets and strengths necessary to outperform the Status Quo
scenario.

However, there are a number of weaknesses for the county which we feel dictate that the
aspirational scenario is likely to be unachievable. Therefore, we recommend that
Hertfordshire and partners should be seeking to realise the EEFM Forecast Growth scenario
and that this represents a sensible basis for long-term planning.

This scenario will have implications for the delivery of other services and infrastructure,
most notably housing. It is not a requirement of this work to consider this issue in detail,
however the forecasting model indicates that 99,800 homes might be required to 2031 to
support the EEFM Forecast Growth Scenario. This however assumes no significant changes
to commuting patterns.
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28.

29.

30.

31.

32.

33.

34.

35.

We have considered the implications of this preferred growth scenario for sector growth.
This shows that a significant proportion (43,500 or 55%) of the total forecast growth of
79,000 jobs is likely to occur in priority sectors identified in various local strategies.

Table 7.1 : Forecast Employment Growth 2011-2031

Sector Forecast Employment Growth

Software and digital +4,700

Life sciences +5,000 jobs (inc health)

Advanced manufacturing +1,500 (taking into account higher value uses)

Creative and Media Not possible to quantify precisely, but likely to be
in the region of +1,200

Green Industries Not possible to quantify precisely

Logistics +8,300 jobs

Professional, banking and finance +22,800

Total of Growth Sectors +43,500

Total of All Sectors +79,000

Source: Regeneris Consulting using Oxford Economic Forecasts, Autumn 2010
Note: due to the way in which the forecasts are compiled, it is not possible to perfectly match data to
the priority sectors identified and we have had to rely on ‘best fit’ definitions, which are indicative

It is important however to recognise firstly that sufficient supply of land and premises will be
required if the forecast levels of employment growth are to be achieved; and secondly that
the quality of employment sites will be important if Hertfordshire is to retain and attract
blue chip companies and higher value-added activities.

Sixteen locations with the potential to serve as strategic sites have been assessed against
the criteria for strategic employment sites. Some are existing employment locations, others
not.

The County’s main existing strategic employment sites are defined as: Gunnels Wood,
Maylands, Hatfield Business Park and Watford Junction. There is the opportunity to enhance
the performance of all of these sites through further development and investment, including
through the delivery of additional high quality floorspace at Maylands Gateway and
potentially through the extension of Hatfield Business Park.

In addition there are a number of sites which support strategic activities or have an
important role in supporting key economic sectors or clusters. These are GSK, Leavesden and
Elstree Studios, and Building Research Establishment (BRE).

Moving forward there are a number of wider site-based opportunities which provide the
potential to further support key sectors and cluster development. These include delivery of
Watford Health Campus, further investment at BRE subject to resolution of infrastructure
constraints, and the potential for development of a science or innovation park at Knebworth
around a major inward investment.

There is a however a clear gap in Hertfordshire in terms of the provision of a Premier
Business Park which can support higher value uses and is of the scale and quality
demonstrated in competitor areas. Hertfordshire should seek to develop this product over
time. Potentially the best opportunities currently available appear to be at Park Plaza,
Waltham Cross for a major new business park adjacent to the M25 and at Watford Junction
for development of a major, high quality in-town office quarter.

A number of other sites/locations (five) are assessed as having significant potential but have
delivery/other risks which is likely to mean that they may not come forward in the short to
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37.

medium term. These are Radlett, Bricket Wood, London Road — St Albans, Harlow North and
Bishops Stortford.

It is important to note that other non strategic sites will also be important in enabling
Hertfordshire to achieve the preferred forecast growth scenario, including smaller sites, and
other town centre locations. That is to say that not all future employment growth will occur
on strategic sites.

Emerging Delivery Strategy and Action Plan

In Section 8 of this report we have identified a range of actions which are required to take
forward the sites and an indicative phasing plan is set out. In summary the broad suggested
scheduling is as follows:

Sites with Ongoing Need for Development and Regeneration

. Gunnels Wood has been classified as a mixed-use strategic employment site with
reinvestment needs and future potential. A number of actions have been identified
to support the success and growth of the site through continued investment. For
example, there is a need for design guidance for specific sites and to identify sources
of investment to support public realm and environmental improvements.

. Maylands has been classified as a mixed-use strategic employment site with
reinvestment needs and future potential. There is a need to progress the Core
Strategy and East Hemel AAP to provide a policy framework to support investment
at Maylands. Partners should also identify sources of funding for investment in
Maylands including improved public transport and a green strategy.

. Maylands Gateway provides the potential for office development. Key actions to
take this forward include delivery of the Heart of Maylands to provide local services
and amenities, consideration of options for public transport improvements, and
attraction of a developer/investor.

Opportunities for Delivery in the Short-Term

. Hatfield Business Park is identified as having potential for an enhanced role as a
Major Business Park. The extension of this site should be supported to deliver high
quality employment uses. Actions include consideration of options for highways
improvements and addressing issues relating to the provision of sufficient utilities.

° Park Plaza North together with additional sites—Park Plaza West and Maxwell Farm,
as noted below-offer the potential to support a premier business park. A number of
actions will be required to support aspirations for a premier business park including
progression of the core strategy to identify an area of search, working with
landowners/developers to progress the opportunity and help create the market (e.g.
through a masterplan), and feasibility work to consider potential highways/access
options.

. GSK Bioscience Park and Leavesden Studios offer the potential for an enhanced role
in supporting strategic activities. Both councils should work with the owners of the
site to identify opportunities for planned investment to result in wider benefits for
the area and should support their investment and expansion plans.
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38.

Opportunities for Deliver y in the Medium Term (2016-2021)

. Croxley and Watford Business Park is classified as having the potential for an
enhanced role as a sub-regionally significant site. The council and partners should
progress the funding bid for the Croxley Rail Link which could provide the impetus
for new high quality employment space.

. BRE site has the potential for an enhanced role supporting the green industries
sector. Local authorities should work with BRE to consider future development
options for the site, including access arrangements to support the green industries

sector.

. Park Plaza West has the potential to support a premier business park as part of the
wider development proposed at Park Plaza North/Maxwells Farm.

. Watford Health Campus has the potential for an enhanced role to support the life

sciences sector. This will provide support for high value employment related to life
sciences focusing on B1b uses.

. Knebworth Innovation Park could support strategic activities, subject to a catalyst
which can provide the momentum for development. Given other proposals for
development at Gunnels Wood/Silkin Plaza, there is likely to be less potential for
Bla development and the site is more likely to attract a major investment
opportunity or Blb R&D activities linked to key sectors. Stevenage BC and North
Herts DC should work together to consider the allocation and mechanisms to jointly
progress this site.

Opportunities for Delivery in the Longer-Term

) Park Plaza: Mazwells Farm could potentially support a premier business park as part
of a wider development incorporating Park Plaza North.
. Gunnels Wood: Silkin Park has the potential for office uses. The aspirations for a

high quality office campus at Silkin Park are supported, however there are significant
delivery challenges which might require public sector intervention (e.g. land
assembly).

. Watford Junction has the potential to support a premier business park, subject to
constraints. Aspirations for the site should be identified through the Core Strategy
and work continued in assessing the feasibility of development and potential
funding of infrastructure in conjunction with landowners.

Sites with potential but with significant delivery/other risks

There are a number of other sites with potential but with significant delivery/other risks.
These should be kept under review as other sites are bought forward.

° Radlett is considered in relation to a major or premier business park. This benefits
from good strategic access and there is sufficient land to deliver a premier business
park with a strong relationship to St Albans. However, the site falls within green belt
and is not supported by planning policy.

. Bricket Wood is considered in relation to a major or premier business park. In
market terms, this is an attractive site (though there are some concerns over
transport issues). However, again the site is in green belt land and there is little local
support. Access arrangements are a significant constraints.

° London Road, St Albans is considered in relation to a local or sub-regional business
park. The site is too small to support a critical mass in development. The site is also
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39.

40.

41.

42.

located within the green belt and not supported in local policy.

) Harlow North is considered in relation to a major business park but this is
dependent on residential development at Harlow North. There is some strong local
opposition and there are also a number of transport constraints.

. Bishops Stortford is considered in relation to a sub-regional business park. There are
opportunities related to Stansted airport and housing growth.

The phasing proposals set out should be regarded as indicative. They reflect high-level
assumptions regarding the lead-in times to delivery of substantial development at the sites
indicated as opposed to strict plan led targets. Significant work will be required in the period
before this in putting in place a supportive policy framework and progressing planning
applications, and in some instances in site assembly and delivery of enabling infrastructure.

In practice the timing of proposal will reflect the state of the property market, the
availability of potential pre-lets to kick start development, the attraction of the sites to
developers/investors, the ability to fund infrastructure requirements and not least creating
the necessary planning certainty for landowners and developers/investors to progress
opportunities in what is a highly competitive and to a large degree footloose occupier
market.

As well as their planning role and in some cases landowning role, the local authorities,
county and other public agencies such as the LEP have a central role in actively promoting
and helping deliver the identified opportunities. This may take many forms such as
marketing, bringing together potential partners, potential site assembly, acting as conduit
for new public sector and regeneration funding mechanisms such as TiF’s etc. As such we see
leadership and commitment from the Hertfordshire public agencies as a key determinant in
delivering success.

There is also a need to ensure that actions to take forward the sites identified in this report
are combined with a co-ordinated effort to tackle broader economic development and
planning issues such as inward investment, sector development, housing and infrastructure
provision. This will be necessary to bring forward these sites and will make Hertfordshire a
more attractive location for new and existing firms.
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1.2

1.3

Introduction

Background and Objectives

Regeneris Consulting together with GL Hearn, WSP Group and John Rutherford Consulting
were commissioned in November 2010 to carry out the Hertfordshire Strategic Employment
Sites study. This assignment is being carried out on behalf of Hertfordshire County Council,
East of England Development Agency (EEDA) and the ten districts in Hertfordshire. The study
area, including the ten districts, is shown in Figure 1-1 below.

Figure 1-1 : Context Map for Hertfordshire

R MBEDGE

Digital Mapping Solutions from Dotted Eyes. Reproduced by permission of Ordnance Survey on behalf of the
controller of HMSO © Crown Copyright 2009. All rights reserved. Licence number 10001998

The background to this study is that partners are concerned that Hertfordshire is losing its
competitive edge, with fear that there has been a slowdown in the growth of the economy
in recent years. At the same time, there is increasing competition from other successful
business locations such as the Thames Valley as well as parts of Oxfordshire and
Cambridgeshire. In order to ensure that Hertfordshire can compete in the future and
provide a strong and sustainable economic platform for future growth, partners wish to
ensure that Hertfordshire has sufficient strategic sites to meet the needs of existing
businesses and new firms moving to the area.

‘Providing quality locations and infrastructure’ is a key objective stated in the Hertfordshire
Works Economic Development Strategy 2009-2021. The strategy recognises that there is a
need to work with local planning authorities (and EEDA) to identify and bring forward a small
number of strategic sites in high profile prestigious locations served by sustainable

Page 9

regeneris

CONSULTIMG



1.4

15

1.6

transport. This overall strategy is supported by the districts in Hertfordshire and will be
taken forward by the newly created Hertfordshire Local Enterprise Partnership (LEP).

Prior to the Economic Development Strategy, a Regional Strategic Employment Sites Study
was carried out by Arup in 2009 and this suggested that there was a need for additional
strategic sites to be identified. The study was commissioned by EEDA together with the East
of England Regional Assembly (EERA) to inform EERA’s review of the Regional Spatial
Strategy (RSS) and Local Development Frameworks (LDF). The study suggested that there
was a requirement for strategic employment sites to be identified across Hertfordshire as a
whole and specifically in the Lee Valley, Stevenage, Hemel Hempstead, Welwyn and Hatfield
areas. It is intended that this assignment for Hertfordshire will provide a more detailed look
at the needs of the county in relation to strategic employment sites and further test the
conclusions of the region-wide study.

In this context, there are four key objectives for this study which are as follows:
1) Identify the drivers and market demand for strategic employment land provision.

2) Provide a view on the current Hertfordshire offer and the need for new / extended
strategic employment sites in the county.

3) Offer strategic site provision locational advice, including infrastructure needs.

4) Produce an Action Plan which sets out specifically how the proposed sites can be
bought forwards.

Our Approach

Our approach to this study is summarised in Figure 1-2 below. There are five key stages
which are as follows:

. Stage O Inception: meetings were held with key stakeholders and a review of
background information was carried out to get to grips with the key issues for this
assignment and to understand stakeholder objectives for the work. A project
initiation document was prepared which set out the parameters for this study and a
refined methodology.

° Stage 1 Market Demand Assessment: consultations were carried out with
businesses and others in Hertfordshire to understand the level and nature of market
demand for strategic employment sites. This was combined with a review of
economic data on past and expected future performance, a commercial property
market review and assessment of past inward investment trends.

. Stage 2 Supply Side Assessment: guidance was prepared on the parameters for
assessing strategic employment sites together with a detailed review of an initial
agreed list of sites. Advice was provided on the requirement for new and extended
employment sites. At the end of this stage, an Interim presentation report was
prepared and presented to the client together with representatives from each of the
ten districts in Hertfordshire.

. Stage 3 Locational Advice on Strategic Sites: consideration was given to the need
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for other

possible strategic employment sites and a detailed review of these was

carried out.

Stage 4 Strategic Sites Action Plan: an action plan has been prepared, which sets out
recommendations for taking an agreed list of strategic employment sites forward.

Figure 1-2 : Study Approach

Stage 0: Inception

*Task 0.1: Inception meeting
*Task 0.2: Documentreview and initial consultations

PIDdocument:
*Agreed Approach

*Task 0.3: Method refinementand project planning « Detailed Project Plan

*Task 0.4: Projectinitiation document

Stage 1: Driversand
marketdemand for

strategicemploymentland *Task 1.4: Advice on sectorneeds

Stage 2: Assessmentof the
currentofferand the need
fornew/extended
strategicemploymentsites

Interim Report:

*Agreed employment scenarios
forkey sectors

*Views from private sector on:
suitability of existing strategic
sites; gapsin provision
*ldentification of best practice
elsewhere

*Task 1.1: Understanding business needs
*Task 1.2: Review of economicand employment potential
*Task 1.3: Property marketand inward investment review

*Task 1.5: Review of best practice and competing sites

Task 2.1: High level review of supply *Assessmentof ability of

eTask 2.2: Agree definition and parameters for strategicsites strategicsites to meetdemands
«Task 2.3: Detailed review of strategic sites « Firm recommendations on the

e Task 2.4: Advice on requirementfornew / extended Sites n.eed fornew/extended strategic
*Task 2.5: Interim report sites

Stage 3: Strategicsite

provision locational advice

Stage 4: Strategicsites
Action Plan

*Task 3.1: Assessment of possible strategicsites

*Task 3.2: high levelviability assessment

*Task 3.3: review of transportand infrastructure

*Task 3.4: Review of need for additional housingallocations
*Task 3.5: Steering Group Meeting

Final Reportand Action Plan:
*Evidence base on requirement
for strategicsites

*Advice on preferred strategic
sites

*Task 4.1: Consultation with key stakeholders * Detailed action plan foreach
*Task 4.2/3: Advice on implementing strategicsites (inc. Infrast)

site

*Task 4.4: Advice on site promotion and marketing -O\{erall ph.asing plan
*Task 4.5: Advice on policy implications *Wider advice

*Task 4.6: final reportand action plan / Presentations

Report Structure

The remainder of this report is set out under the following headings:

Section 2:

Section 3:

Section 4:

Section 5:

Section 6:

Section 7:

Section 8:

Historic Economic Performance

Historic Commercial Property Market Performance
Strategic Employment Sites Lessons from Elsewhere

The Future Potential for Hertfordshire

Supply Assessment: Review of Strategic Employment Sites
Conclusions

Delivery Strategy and Action Plan
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2.1

2.2

Historic Economic Performance

This section considers the historic economic performance of Hertfordshire. In order to
understand the county’s position in relation to some of its competitors, Hertfordshire’s past
performance has been compared with that of Berkshire, Buckinghamshire and Surrey.
Performance has also been compared with neighbouring areas including Essex and Central
Bedfordshire. More detailed findings are set out in Appendix A - Socio-Economic Baseline,
(which includes an assessment of key sectors) and Inward Investment Performance.

Key Findings

Whilst Hertfordshire generates high levels of Gross Value Added (GVA), growth in GVA and GVA
per head has been slower than certain competitor areas. Between 1998 and 2008, GVA per head
in Berkshire for example increased by £8,000 more than Hertfordshire over the same period.
Employment growth in Hertfordshire has also been behind some other areas. Between 1998 and
2008, employment in Hertfordshire increased by 2% which compares to national and regional
growth levels of 10% over the same period.

Population growth in Hertfordshire over the same period increased by 7% which is in line with
other areas. The fact that employment growth has not kept pace with the increase in population
levels is likely to have resulted in increased out-commuting.

There has been significant variation in economic performance at a district level. Three Rivers
and Welwyn Hatfield in particular have experienced significant employment growth in the last
ten years whilst St Albans has seen a large decline in employment over the same period.

There is also some evidence to suggest that employment in Hertfordshire is becoming more
focused on low value sectors. Key sectors in terms of size include ‘wholesale and retail trade’
and ‘admin and support services’. In addition, sectors which have grown between 1998 and
2008 include education, health and social work. Employment in other sectors such as ‘research
and development’ have not kept pace with national growth.

We have also looked in detail at the strength of certain priority sectors. Hertfordshire has a
particular strength in life sciences, with an increase in employment between 2003 and 2008 and
a relative specialisation in employment terms compared to national levels.

There has been significant employment growth in the advanced manufacturing and
professional, banking and finance sectors in Hertfordshire. However, the county does not have a
relative specialisation in this sector in employment terms compared to nationally.

Employment in the software and digital sector and the green industries sector declined between
2003 and 2008 but Hertfordshire does have a relative specialisation in this sector in terms of
employment compared to national levels.

In terms of inward investment, Hertfordshire attracted the second highest levels of inward
investment in the region after Cambridge between 2005 and 2010 (44 investments). This is
however, three times lower than for Berkshire. Investment in Hertfordshire has remained fairly
stable over this period whilst this has declined in Berkshire.

The remainder of this section is set out under the following headings:

Headline Economic Performance
Inward Investment Performance

Key Sectors
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2.3

2.4

2.5

Comparator Areas

In order to inform this work, we have examined how Hertfordshire is performing compared to a

number of benchmark areas. Further information about these locations including the rationale

behind their inclusion in this report is shown below.

e Berkshire and Surrey: there are a number of similarities with Hertfordshire, for example a strong
resident skills base, high levels of out-commuting and a strong business base. In addition, these
locations have experienced strong employment growth and are considered to have a number of
fairly successful strategic employment sites. We have therefore included both of these as
comparator areas to consider how the county is performing against other successful locations
and to understand why they have been successful.

e  Buckinghamshire: is less similar to Hertfordshire than the areas above, with a smaller economy.
However, it has been considered due its proximity to Hertfordshire and because it is considered a
successful business location, attracting good levels of inward investment.

e Luton and Central Bedfordshire and Essex: have been considered due to their close proximity to
Hertfordshire.

Headline Economic Performance
GVA

Hertfordshire generates high levels of Gross Value Added (GVA)>. In 2008 the county’s GVA
was £26 billion, which is the fifth largest contribution in the UK outside of London. The
county’s current GVA per head of £24,000 remains markedly higher than the national
average of £21,100 and is almost £5,000 per head greater than the average for the East of
England.

Table 2-1: GVA 1998 — 2008

1998 2008 Change 1998 - 2008

Total GVA  |GVA per Total GVA |GVA per Total GVA GVA per

(£ millions) |head (£ millions) 'head (£ millions) |head
UK 781,985 13,370 1,295,665 21,100 66% 58%
East of England 65,930 12,440 110,775 19,380 68% 56%
Hertfordshire 15,820 15,570 26,010 24,000 64% 54%
Surrey 16,765 16,120 28,025 25,460 67% 58%
Essex 13,920 10,840 24,250 17,480 74% 61%
Central Beds 4,600 12,470 7,020 17,160 53% 38%
Berkshire 15,240 19,150 26,860 31,900 76% 67%
Buckinghamshire |7,200 15,250 10,965 22,320 52% 46%

Source: ONS Headline GVA and GVA per head at current basic prices.

Nevertheless, GVA growth has been much slower than in certain comparator areas. While
Hertfordshire’s GVA has grown by more than £10 million over the past ten years, this 64%
increase has not kept pace with regional or national GVA growth. Other counties in the East
of England (notably Essex) have seen much larger increases in GVA in the same period.

Similarly, growth in GVA per head has not kept pace with key comparators in the East and
South East of England. For example, the large growth in Berkshire’s GVA per head (67%) has
seen it increase from £15,200 in 1998 (slightly lower than Hertfordshire’s then GVA per head
of £15,800) to £31,900 in 2008, almost £8,000 per head more than Hertfordshire’s current

2 . .
Gross Value Added (GVA) measures the value of goods and services to an economy and is used as a key measure of
economic performance.
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2.7

GVA per head.

Employment

In 2008, there were just over 500,000 people employed in Hertfordshire. Growth in
employment over the last ten years has been positive - a 2% increase in employment overall.
However, this rate of change is lower than employment growth nationally and regionally
(both of which grew by 10% in the same period).

Table 2-2: Business base and employment change 1998 — 2008

1998 2003 2008 Absolute % change
change 1998 - 1998 - 2008
2008
Empl Data |Empl Data Empl Data Empl Data Empl Data
(000s) Units |(000s) Units (000s) |Units (000s) |Units Units
(000s) (000s) (000s) (000s)
GB 24,144 12,062 | 25,553 | 2,212 (26,494 | 2,446 | 941 234 10% | 19%
East of England 2,157 | 204 2,283 224 2,368 248 85 24 10% | 22%
Hertfordshire 496 45 489 49 503 54 14 5 2% 19%
Surrey 477 53 501 56 514 61 13 5 8% 16%
Essex 443 49 507 54 518 60 11 6 17% | 24%
Berkshire 415 36 454 39 462 42 8 3 11% | 18%
Buckinghamshire 208 25 210 27 207 29 -3 2 -1% 17%
Central Beds 80 10 78 10 84 12 6 2 5% 20%

Source: Annual Business Inquiry, 2008, ONS Nomis (www.nomisweb.co.uk). © Crown Copyright material is
reproduced with permission of the controller of HMSO.

NB data units refer to the business base and is equivalent to the number of firms

Employment growth rates of other comparator areas have significantly outstripped the rate
of employment growth in Hertfordshire, with all comparators except Buckinghamshire
growing by at least double the rate of Hertfordshire. This can, to some extent, be attributed
to the relatively high baseline level of employment from where Hertfordshire has started,
but as Figure 2-1 shows, employment has been relatively volatile in Hertfordshire over
recent years and has not followed the strong and positive trends observed nationally or for
the East of England as a whole.
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Figure 2-1: Indexed change in employment 1998 — 2008 (1998 = 100)
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Source: Annual Business Inquiry, 1998 - 2008, ONS Nomis (www.nomisweb.co.uk). © Crown Copyright material
is reproduced with permission of the controller of HMSO.

A Focus on Three Broad Travel to Work area’s in Hertfordshire
In order to inform our assessment of performance within Hertfordshire, our analysis focuses on three
distinct parts of Hertfordshire, which have been defined according to travel to work geographies.
These are: West Hertfordshire (Dacorum, Hertsmere, St Albans, Three Rivers and Watford); Central
Hertfordshire (North Hertfordshire, Stevenage, Welwyn Hatfield); and the East Hertfordshire area
(East Hertfordshire, Broxbourne). These areas are illustrated in the map below.

Figure 2-2 illustrates that employment is particularly concentrated along the county’s
motorway corridors, particularly the A1(M) through Stevenage and Welwyn Hatfield, THE
M1 around Watford and the M25 through Three Rivers, Hertsmere and Watford. The
importance of Hertfordshire’s connections to and relationships with London are illustrated
by the concentration of employment towards the south of the county and along the M1
motorway and the A1(M).
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Figure 2-2: Employment Trends - 2003 — 2008
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Source: Annual Business inquiry, 2003-2008. ONS Nomis (www.nomisweb.co.uk)

Digital Mapping Solutions from Dotted Eyes. Reproduced by permission of Ordnance Survey on behalf of the
controller of HMSO © Crown Copyright 2009. All rights reserved. Licence number 10001998

Hertfordshire is an exporter of labour with a net outflow of just under 36,000 people. The
county’s location bordering London to the South has brought with it strong economic and
transport links to Central and Outer London. Travel to work patterns suggest a strong
interdependence between the Hertfordshire and London economies.

Table 2-3 indicates that the largest outflows of commuters from Hertfordshire are to central
London districts (with Westminster and the City of London ranking highest). Ten of the
fifteen districts receiving the largest inflow of commuters from Hertfordshire are within
London, the remainder are within the East of England region.

Table 2-3: Overview of Key Travel to Work flows into and out of Hertfordshire

Commuting into Hertfordshire Commuting out of Hertfordshire
117,980 153,873
LA of residence Number % of in- Destination LA Number % of out
commuters commuters
Central Bedfordshire 18,000 15% Westminster 16,500 11%
Luton 9,000 8% City of London 12,900 8%
Barnet 7,400 6% Barnet 10,300 7%
Harrow 6,000 5% Enfield 10,100 7%
Enfield 6,000 5% Camden 9,000 6%
Aylesbury Vale 5,000 4% Harrow 6,800 4%
Harlow 4,500 4% Harlow 6,000 4%
Epping Forest 3,900 3% Luton 5,900 4%
Uttlesford 3,800 3% Hillingdon 5,700 4%
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Hillingdon 3,400 3% Islington 5,200 3%

South Cambridgeshire 3,300 3% Brent 4,700 3%
Chiltern 2,900 2% Central Bedfordshire 4,400 3%
Brent 2,500 2% Tower Hamlets 3,800 2%
Milton Keynes 2,100 2% Uttlesford 3,600 2%
Bedford 1,700 1% Epping Forest 2,700 2%

Source: 2001 Travel Flows (Local Authority) UK Census ONS Nomis (www.nomisweb.co.uk) © Crown Copyright
Material is reproduced with the permission of the controller of HMSO

Population

2.11  Hertfordshire has a population of over 1 million, of which 63% are of a working age.
Between 1999 and 2009, Hertfordshire’s population grew by 7% which is comparable to
other competing areas including Berkshire. The concern is that with employment growth
lagging behind comparator areas, this suggests that there is likely to be an increase in out-
commuting as jobs growth is not increasing as quickly as population growth.

Table 2-4: Population 1999 to 2009 (000s)

1999 2009 % change 1999 -
2009
All Working |\WAP as |All Working |\WAP as |All Working
people |Age % of people |Age % of people |Age
Pop Pop

GB 57,005 35,615 |62% 60,003 /37,860 |63% 5% 6%
East of England 5,339 3,314 62% 5,767 3,563 62% 8% 8%
Hertfordshire 1,024 644 63% 1,096 |691 63% 7% 7%
Surrey 1,056 664 63% 1,113 |691 62% 5% 4%
Essex 1,295 802 62% 1,399 |856 61% 8% 7%
Central Beds 231 147 64% 253 160 63% 10% 9%
Berkshire 797 523 66% 854 559 65% 7% 7%
Buckinghamshire |476 303 64% 495 304 61% 4% 0%

Source: Mid Year Population Estimates. ONS, Nomis (www.nomisweb.co.uk) © Crown Copyright material is
reproduces with the permission of the controller of HMSO.

2.12  The chart below illustrates the population density (population per sq km) for the whole of
Hertfordshire. This shows that the population is concentrated close to the main transport
corridors including Hatfield and Stevenage along the A1M, St Albans and Hemel Hempstead
close to the M1 and to the south around the M25 corridor including Watford.
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Figure 2-3 : Population Density
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Performance across Districts

The table overleaf provides key socio-economic data to illustrate the past performance of
the ten districts.

The table shows that there has been a significant variation in economic performance at a
district level. Three Rivers and Welwyn Hatfield in particular have experienced significant
employment growth in the last ten years whilst St Albans has seen a large decline in
employment (particularly between 1998 and 2003).

There is an overall net outflow of employment, however three districts have a net inflow in
terms of employment. Watford, Welwyn Hatfield and to a lesser extent Stevenage attract
more employees to the area than commute elsewhere.

All areas have seen an increase in the business base between 2003 and 2008. Broxbourne in
particular has seen an increase but the district accounts for a relatively small proportion of
the business base overall in Hertfordshire.
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Table 2-5: Local Authority Overview

Employment Business Base Economic Activity Occupations
Number Travel to Percenta Percenta
Total % % of % of % % Work Economi | ge point 0 ge point
% of change . change Flows | c Activity | change . change
2009 change |Business | Herts change residents
(0005) total 1998 - 2003.8 s 2008 Total 1998 - 2003-8 Net flow Rate 2004/5 HMPs 2004/5
s 2003 000 2003 2009/10 to to
(000s) 2009/10 2009/10
Hertfordshire 508.9 100% -1% 3% 54.0 1.0 ™% ™11% -36,000 81% -1% 39% ™4%
West Hertfordshire 258.2 51% 1 -8% 15% 28.5 53% 16% 110% -13,800 78% $-3% 42% ™M%
Dacorum 57.0 11% 2% 1 -5% 7.4 14% ™N7% ™N9% -700 78% V-7% 40% ™%
Hertsmere 41.3 8% 5% J-1% 5.2 10% ™N9% ™M14% -1,500 78% 1% 39% ™8%
St Albans 64.7 13% $4-32% | 123% 7.4 14% -1% ™N9% -9,800 78% $-4% 50% 3%
Three Rivers 30.9 6% ™M19% ™18% 4.3 8% ™M13% ™M13% -9,800 79% -1% 43% 1™9%
Watford 64.3 13% 4-4% -3% 4.2 8% ™% ™% 7,900 81% -1% 35% -1%
Central Hertfordshire 158.8 31% 6% 1% 14.1 26% 19% 1™M10% -440 83% 0% 37% 16%
North Hertfordshire 44.7 9% 2% 1 -8% 6.4 12% ™% 1™6% -11,000 83% M2% 37% 1%
Stevenage 42.4 8% 2% 2% 3.1 6% 1™8% ™M17% 2,200 87% ™2% 31% 1™9%
Welwyn Hatfield 71.6 14% ™M13% T™M12% 4.6 9% T10% ™12% 8,600 80% 2% 40% 8%
East Herts Area 91.9 18% 5% 0% 11.5 21% 18% ™M15% -21,300 83% M™M% 35% 1%
Broxbourne 36.4 7% ™M12% -1% 3.9 7% ™M1% T™19% -11,300 82% M3% 32% 6%
East Hertfordshire 55.5 11% 1% 0% 7.5 14% MN7% T™M13% -10,100 84% MN2% 37% 4-3%

Source: BRES 2009
Note that some local authorities have questioned the accuracy of the employment figures and should be treated with some caution.
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2.18

e Hertfordshire Strategic Employment Sites Study e

The following map illustrates the level of deprivation in Hertfordshire according to the Index
of Multiple Deprivation (IMD). This shows that there are few locations in Hertfordshire
which are in the most deprived 20% locations in England. However, there are some pockets
of deprivation around Stevenage, Hatfield and around to the South of Broxbourne.

Figure 2-3 : Index of Multiple Deprivation (IMD)
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Source: IMD, DCLG 2007

Again, in terms of the IMD Skills domain, there are relatively few locations in Hertfordshire
which appear within the 20% most deprived locations in England. However, the map does
show that there are skills issues at some locations including Letchworth Garden City,
Stevenage, Welwyn Garden City and parts of Broxbourne.
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Figure 2-3 : IMD Skills Domain
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International Inward Investment Performance

2.19  Securing and retaining inward investment, particularly foreign direct investment (FDI), is a
key element in securing regional economic growth. There are many benefits for a region in
attracting new business from within the UK and abroad, but particularly from the latter. A
more detailed inward investment assessment will be provided in Appendix A of this report
and key points are summarised below.

2.20 Inward investment trends into the East of England and Hertfordshire over the past five years
(2005/6-2009/10) have been analysed for this report. The analysis is based on information
collated on project investments into the UK by the UKTI. For comparison, an overview of
project investments into the competitor locations of Berkshire, Cambridgeshire,
Northamptonshire and Buckinghamshire is also included.

2.21  Between 2005/6 and 2009/10, 44 international businesses invested in Hertfordshire. This is
22% of the total 202 which invested in the East of England. Hertfordshire was the second
most popular inward investment location in the region after Cambridgeshire which received
92 investments over the same time period. The County shows double the level of investment
seen in other East of England locations such as Essex (21) and Norfolk (19) as well as the
comparator county of Northamptonshire (19).

2.22  Berkshire however has received far higher levels of investment. Over the same time period,
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2.24

2.25

2.26

the county received 138 investments, which is over three times higher than for
Hertfordshire. Investment in Berkshire does appear to have declined significantly since
2006/07 which suggests that the county has been impacted by the global recession. Unlike
other locations, investment in Hertfordshire has remained mostly stable over the time
period which we are focused on, which is positive.

Figures show that Stevenage and Hemel Hempstead, both of which have important business
and industrial sites (Gunnels Wood and Maylands) received over a quarter of the County’s
investments between them. Other important locations are Watford, Welwyn Garden City
and St Albans.

Figure 2-3 : Hertfordshire Investment Locations
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Source: UKTI Project Investments, 2005/6-2009/10

N.B Areas such as Aylesbury and Royston are outside of Hertfordshire but are included within the
Hertfordshire figures in the UKTI database. It is presumed that this is because the actual location of
the business fall within the county boundary.

The main sector to invest in Hertfordshire was software, accounting for 8 (18%) of the
county’s 44 investments. This is however a lower proportion of total investments compared
to other locations. Electronics, business services and pharmaceuticals were also strong
investment sectors. Investment in pharmaceuticals accounted for a greater proportion of all
investments in the County than seen in comparator locations.

With regards to Hertfordshire’s priority sectors, software and life sciences display clear
locational trends. Software businesses tend to locate in locations known for their office
accommodation (St Albans and Watford) while pharmaceutical investments favour Hatfield
Stevenage and Welwyn Garden City. Investments in all of the other priority sectors are also
evident, though do not display clear locational preferences.

The dominant activity of investors was sales and marketing (55% of investments). R&D and
logistics were also notable. These activities demonstrate demand for a mix of office, light-
industrial and warehouse land.  The analysis also shows that businesses investing in
Hertfordshire are typically small, with between 1 and 19 employees. A lower proportion of
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businesses are large in comparison to the East of England and Cambridgeshire figures as well
as other comparator locations. Twenty-seven percent of investments were from American
companies.

Key Sectors

Overview

Here we consider in more detail the key employment sectors for Hertfordshire in order to
understand in more detail the needs of these sectors in relation to sites and premises (this
will be considered later in the report). First, we look at the key sectors in terms of size and
employment growth. Following on from this, further research has been carried out into the
strengths of a number of priority sectors.

Key Sectors in terms of Size

In Hertfordshire, there is a significant level of employment in lower value sectors. Key
sectors in terms of size includes wholesale and retail (focused on sale and repair of motor
vehicles and accessories) and administrative and support services (inc. recruitment agencies
and cleaning of buildings). More than one in five of the county’s 509,000 jobs are in
wholesale and retail and 13% are in administration and support services. The high Location
Quotients® (LQs) of these sectors indicate that employment in these sectors is more
concentrated in Hertfordshire than nationally.

Table 2-6: Hertfordshire Employment by Board Industrial Sector, 2009
Employees |% of total |LQvs

000s GB
G : Wholesale and retail trade; repair of motor vehicles/cycles 105 21% 1.3
N : Administrative and support service activities 65 13% 1.7
M : Professional, scientific and technical activities 43 8% 1.2
Q : Human health and social work activities 45 8% 0.7
P : Education 45 9% 0.9
F : Construction 31 6% 1.3
C : Manufacturing 35 7% 0.8
| : Accommodation and food service activities 26 5% 0.8
J : Information and communication 24 5% 1.3
H : Transportation and storage 20 4% 0.8
O : Public administration and defence; compulsory social security |18 1% 0.6
K : Financial and insurance activities 14 3% 0.7
S : Other service activities 12 2% 1.2
R : Arts, entertainment and recreation 11 2% 0.9
L : Real estate activities 10 2% 1.2
E : Water supply; sewerage, waste management and remediation |3 1% 0.9
All sectors 509 100% 1.0

Source: Business Register and Employment Survey, ONS Nomis (www.nomisweb.co.uk). © Crown
Copyright Material is reproduced with the permission of the controller of HMSO.

% The location quotient of sectoral employment in an area is used as a way of analysing the degree of concentration of that
sector relative to some benchmark figure, in this case, Great Britain. A location quotient above 1 indicates a higher
degree of concentration locally than in the benchmark area.
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231

Hertfordshire does however have a high degree of concentration or specialisation in certain
higher value sectors when compared to national levels. These sectors include:

° Professional, scientific and technical (inc. life sciences) with a LQ of 1.2

. Information and communications (inc. telecoms and motion picture, video and tv)
with a LQ of 1.3

° ‘Other services’ and ‘real estate’ sectors with a LQ of 1.2

Interestingly, the analysis suggests that Hertfordshire does not have a concentration of
employment in the finance and insurance and public services sector, when compared to
Great Britain.

Expanding Sectors

The table below shows those (2 digit) sectors, which made the greatest contribution to
Hertfordshire’s employment growth between 1998 and 2008. It includes all sectors
employing more than 500 people with an average growth rate of more than 2%. This
suggests that absolute change in employment is greatest for those sectors which would
generally contribute least to the economy (e.g. education, health and social work). Growth
rates in certain higher value sectors have been well below national levels. For example, the
increase in R&D employment was six percentage points less in Hertfordshire than nationally
and the increase in activities auxiliary to financial intermediation was 40 percentage points
less than nationally.

Table 2-7: Key 2 Digit sectors contributing to employment growth in Hertfordshire 1998 — 2008

GB Hertfordshire

Number of |Absolute |% Number of |Absolute |% change

employees |change change |employees change 1998 -2008

2008 1998 - 1998 - (2008 1998 -

(000s) 2008 2008 (000s) 2008
Education 2,485 624.2 34% 45 9.3 26%
Construction 1,269 160.8 15% 31 8.1 35%
Recreation, culture and sport | 751 189.6 34% 14 4.1 43%
Health and social work 3,282 762.5 30% 45 4.1 10%
Retail trade 2,792 163.2 6% 62 2.9 5%
Real estate activities 511 206.5 68% 9 2.2 31%
Other business activities 3,490 920.9 36% 88 2.2 3%
Public admin 1,441 74.8 5% 16 1.8 13%
Other service activities 338 64.2 23% 7 11 20%
Hotels and restaurants 1,802 238.5 15% 29 1 4%
Supporting and aux transport |464 135 41% 7 0.9 15%
Sewage and refuse disposal 117 12.7 12% 2 0.7 54%
Auxiliary to financial 324 117.8 57% 5 0.7 17%
intermediation
W’sale and commission trade 1,115 -34.3 -3% 30 0.7 2%
Agri, hunting and related 71 23 48% 1 0.6 78%
Research and development 112 15.9 17% 6 0.6 11%
Manuf wood, cork & straw 69 -14.3 -17% 1 0.2 24%
prods
All sectors 26,493.6 (2,349.3 |10% 503.4 7.8 2%

Source: Annual Business Inquiry, 2008, ONS Nomis (www.nomisweb.co.uk). © Crown Copyright material is
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reproduced with permission of the controller of HMSO.
Note: All sectors employing more than 500 people with above Hertfordshire average growth rate (2%) between
1998 and 2008

Furthermore, data on employment in knowledge based industries (KBI), suggests that
Hertfordshire experienced a 20% increase in KBl sectors between 1998 and 2008, which was
above the regional growth rate. Nevertheless, this rate of growth is slightly behind the
national rate of growth and significantly behind that of other local comparators (Surrey and
Buckinghamshire for example experienced a 30% increase).

Priority Sectors

The Hertfordshire Economic Development Strategy 2009-21 by Hertfordshire Works
identifies a number of priority sectors®. These include emerging sectors such as life sciences,
advanced manufacturing/software, green industries and digital and creative industries. The
Council has commissioned a number of sector studies to look at the potential of these
sectors in more detail. The research below provides a brief overview of the opportunities
within these following our own analysis to inform this particular study. In order to provide a
full assessment, we have also looked at a number of other sectors which are relevant to the
Hertfordshire economy (as identified in the socio-economic baseline) including: logistics and
the professional, banking and finance sector.

Here we consider Hertfordshire’s sectoral strengths. There are two dimensions to sector
advantages:

. Sectors with a high ‘Location Quotient’, reflecting the degree of specialisation that
particular employment sectors have locally in relation to national benchmarks; and,

. Sectors experiencing high levels of employment growth in recent years.

The relationship between these two dimensions provides a useful indication of the main
opportunity sectors in Hertfordshire. For example, if a sector has a positive location
qguotient and has experienced recent employment growth locally, it is likely to be a major
driver for the local economy.

The table below provides an overview of the recent change in employment in a number of
priority sectors for Hertfordshire. Full definitions for these sectors according to Standard
Industrial Classification (SIC) codes are provided in Appendix A (note that there may be some
variations between these definitions and those used in other studies).

* Hertfordshire: the Place of Choice Innovation, Opportunity and Inclusion , Hertfordshire Economic Development Strategy
2009-2021, Hertfordshire Works June 2010

*ALQ greater than 1.0 suggests that there is a greater concentration of employment (or specialisation) in Hertfordshire
compared to Great Britain
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Table 2-8: Hertfordshire change in employment in priority sectors 2003 — 2008.

2003 2003 2008 2008 Absolute |% change
Employm |LQvs GB |Employm |LQvsGB |Change 2003 - 08
ent ent 2003 -08
(000s) (000s) (000s)

Life Sciences 9.7 2 112

Advanced Manufacturing 19.1 DR 21 8

Professional banking and 27 30
finance -
Logistics 16 _ 15.9
Software and Digital 22.5 _ 21.9
Green Industries (ex consult*) |11 BE 10.7
Creative Industries 25.7 B 24 5
Source: Annual Business Inquiry 2003 — 2008

Note: 2003 SIC codes do not adequately provide for environmental consultancy activities. The SIC
code in which environmental consultancy activities fit covers all business management and
consultancy activities. The large variety of businesses included in this SIC code would skew the
analysis considerably.

The table above shows that only one of these sectors has experienced growth together with
a relative concentration of employment in Hertfordshire (when compared to GB) and as such
is a clear sector strength:

° Life Sciences: a LQ of 3.1 in 2008 (2.8 in 2009) and an increase in employment of
15%

In addition to those listed above, the following sectors have also experienced rapid
employment growth between 2003 to 2008, although do not have a positive location
quotient (indicating that they still have a small presence relative to GB). These provide an
opportunity for the future:

. Advanced manufacturing: employment increased by 14% between 2003 and 2008
and the concentration of employment is similar to GB Levels (LQ 1.0)

. Professional banking and finance: employment increased by 11% between 2003
and 2008 and the concentration of employment is similar to GB levels (LQ 1.0 in
2008 and 0.9 in 2009)

Finally, there are sectors where Hertfordshire has a relative concentration of employment
but where employment has been declining. Further investigation is required to understand
whether this is likely to be a long term trend which will continue into the future. There are a
large number of employees in these sectors in any case and as such, they are of significance
to the Hertfordshire economy.

. Software and Digital: a LQ of 1.5 in 2008 (1.6 in 2009) but employment declined by
3% between 2008 and 2009. It is worth noting however that this sector has grown
since 2007.

. Green Industries: a LQ of 1.4 in 2008 and 2009 but employment declined by 3%

between 2008 and 2009

Finally, the table above suggests that Hertfordshire does not have a relative concentration of
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2.42

2.43

2.44

2.45

2.46

2.47

employment in the logistics sector and that employment in this sector has been in decline.
There are average concentrations of employment in the creative industries sector and
between 2003 and 2008, employment declined.

Further information about each of these sectors in turn is provided below.
Life Sciences

The past five years have seen Hertfordshire consolidating its existing strengths in Life
Sciences. The increase of 1,400 employees (15%) in the Life Sciences sector has further
increased the concentration of employment in this field in Hertfordshire — the LQ of the
sector has increased from 2.7 to 3.1. In the same period, the number of Life Sciences
companies in Hertfordshire has increased by 40.

East Hertfordshire, Stevenage and Welwyn Hatfield, Hertsmere and Broxbourne all have
significant concentrations of employment in life sciences compared to national levels
(LO>3.0). This is also the case for North Hertfordshire and St Albans though to a lesser
extent (LQ>1). The map below also shows that there are significant concentrations of
employment at Stevenage, Welwyn Garden City and Ware (in East Hertfordshire).

Pharmaceuticals is a particular strength for Hertfordshire, with twelve of the world’s top
pharmaceutical companies located in the county. The area has also been attractive to new
investors with Eisai, a Japanese owned firm, recently basing their European Headquarters in
Hatfield.

GlaxoSmithKline (GSK) has a strong presence in Hertfordshire with sites at Stevenage and
Ware (and Harlow in Essex, though activities here have been rationalised). GSK’s plan to
develop an ‘open innovation’ environment on the new bioscience park at Gunnels Wood
could be a model for encouraging more investment in Hertfordshire by other life sciences
firms. Large pharmaceutical companies like GSK have been keen to attract biotech
companies to work with them to reduce their own development costs and shorten product
to market timescales.

In 2006, the University of Hertfordshire purchased a 100,000 ft2 biotechnology and chemical
Research and Development facility from Roche. In partnership with EEDA, £10 million has
been invested in a BioPark. This is located in Welwyn Garden City and offers a range of
laboratory configurations in floor areas from 50 to 200 square metres — ideal for
biotechnology, diagnostics and medtech research and development. The biopark has
recently been extended.

A further project which plans to strengthen the broader life sciences sector is the Watford
Health Campus. The Watford Health Campus is a 26.5-hectare site in West Watford that
includes Watford General Hospital, Cardiff Road Industrial Estate and Watford Football Club.
Proposals including locating community, intermediate and acute care facilities including a
redeveloped General Hospital along with education, leisure, recreation and fitness facilities.
The plans also involve the provision of business, medical, education and research premises
that contribute to the delivery of healthcare. Finally, some housing would be located on the
site. The East of England Development Agency (EEDA) has invested in the site and further
funding is required to bring forward the development, though current plans suggest that
business space is likely to come forward first. This could provide space to attract additional
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firms linked to the life sciences sector.
2.48  As well as these major sites, there are a number of smaller sites which accommodate the life

sciences sector. For example, in Hertsmere there is the National Institute for Biological
Standards and Control (NIBSC), Cancer Research UK and the Bio Products Libratory plc.
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Figure 2-4 : Life Sciences: distribution of employment, 2009 (left) Employment and LQs (vs GB), 2009 (right)
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Advanced Manufacturing

There are 18,600 employees in advanced manufacturing in Hertfordshire and as such this is
a significant sector for the county (in terms of size). Employment has also been increasing
with a 14% increase between 2003 and 2008. At the same time, the number of advanced
manufacturing business has decreased by just less than 100. This is likely to be due largely to
improvements in efficiency and technology reducing the labour requirements of advanced
manufacturing businesses.

Although the sector remains no more concentrated in Hertfordshire than it is elsewhere,
there are signs that the importance of this sector to the regional economy has increased,
since its LQ has increased from 0.8 to 1.0 in the past five years. Nevertheless, there are parts
of Hertfordshire which are more specialised in this sector. Stevenage, North Hertfordshire
and East Hertfordshire all have more significant concentrations of employment compared to
national levels (LQ > 1).

Major employers in this sector include EADS Astrium (satellites and space) and MBDA
defence both located in Stevenage. EADS Astrium has recently invested £6.5 million in their
assembly and manufacturing facilities on site at Stevenage (designing and building space
crafts) and are positive about their future prospects. The site is however at capacity and as a
result they now have some office accommodation off-site. Due to their specific property
requirements and investment in their Stevenage facility, they are unlikely to relocate.

Our consultations have suggested that key issues for this sector in the future will be costs
and the availability of quality skilled labour. Within Astrium for example, around 70% of staff
are estimated to be foreign nationals.

Some people have suggested that Hertfordshire does not perform well against Essex, which
has a strong automotive engineering background and even Norfolk and Bedfordshire.
Future areas of opportunity are likely to be within niche, high value manufacturing projects
where costs are not such an issue and proximity to the customer and suppliers is more
important.
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Figure 2-5 : Advanced Manufacturing: distribution of employment, 2009 (left) Employment and LQs (vs GB), 2009 (right)
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Professional, Banking and Finance

The professional, banking and finance sector is significant in Hertfordshire in terms of size,
employing 25,000 people in 2009. The sector has been growing in terms of employment in
recent years and major business and financial services companies such as KPMG, PwC and
Canada Life are located in the area.

Three Rivers, St Albans and Watford have LQ which are above 1.0 which suggests that
employment in this area is more concentrated than nationally. As shown below, there are
clear concentrations of employment in this sector along the M1/A1 corridor and near to the
M25.

Proximity to London and the area’s excellent connectivity has allowed towns such as St
Albans to be very successful in attracting firms within this sector out of London and to
encourage non-London firms to base themselves here. However, a lack of Grade A office
space and high operating costs could encourage companies to look elsewhere.

Other towns such as Basildon are developing propositions to further develop their own
financial services cluster and improved transport links into London will support their efforts.

Companies within this sector which have been consulted suggested that a good quality
business park with good transport links are the key requirements for their firm.
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Figure 2-6 : Professional, Banking and Finance: distribution of employment, 2009 (left) Employment and LQs (vs GB), 2009 (right)
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Software and Digital

The software and digital sector in Hertfordshire is significant in terms of size with 18,600
employees in 2009. Overall, between 2003 and 2008 employment has been falling but
further analysis suggests that there has been an upturn in employment since 2007.

Overall, across Hertfordshire there is a strong relative concentration in employment
compared to Great Britain (with a Location Quotient of 1.6). Dacorum and Three Rivers in
particular have strong concentrations of employment in this sector (LQ>2) and to a lesser
extent Welwyn Hatfield, Hertsmere and St Albans ( LQ>1).

Major firms locally in this sector include 3COM, Motorola, T Mobile and Computacentre.
There are also likely to be digital strengths around Leavesden and Elstree related to the
presence of the film industry in these locations.

Hatfield Business Park is an attractive location for firms in this sector with firms indicating
that they enjoy its prestigious location with good transport links to London and beyond.
Some firms reported that they did not feel that there were sufficient sites for firms in this
sector, with a lack of prestigious businesses.

A further consideration for firms in this sector is changing working practices. Some firms
reported that they are likely to require less space in the future as a result of more people
working from home.

Page 34

regeneris

CONSULTIMG



e Hertfordshire Strategic Employment Sites Study e

S W

4

Source: Business Register and Employment Survey, ONS Nomis (www.nomisweb.co.uk) Digital Mapping Solutions

Figure 2-7 : Software and digital: distribution of employment, 2009 (left) Employment and LQs (vs GB), 2009 (right)
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Green Industries

The green industries sector employs 10,100 people within Hertfordshire. However,
employment between 2003 and 2008 declined by 3% (a loss of 1,400 jobs). The contraction
in employment has occurred rapidly and steadily since 2005 and there is some evidence to
suggest that this may be related to increases in productivity in the sector as the volume of
business units remained stable during this period.

Hertfordshire has a relative concentration of employment in this sector when compared to
Great Britain. Within the county, eight out of the ten districts have a LQ above 1 (Welwyn
Hatfield, Stevenage, East Hertfordshire, Hertsmere, Three Rivers, North Hertfordshire
Broxbourne and St Albans).

The presence of the Building Research Establishment (BRE) in the district of St Albans is a
major strength for the county and potentially more could be done to exploit its presence
and encourage new investors into the area. As well as the BRE buildings, there is an
Innovation Park which acts as a demonstrator for green building technologies (with the
technologies of 200 firms showcased here) and thirty other companies are located at the
site across a number of sectors. More recently BRE has tried to attract companies which
have a relationship to the built environment as other firms leave the site. Now around 15
firms have a relationship with the built environment and benefit from being part of a green
technologies cluster. This presents a real opportunity to develop a cluster around this centre
of excellence. BRE would like to masterplan and consolidate the 72 acre site to improve its
efficiency and potentially release parts of the site for redevelopment.

Rothampsted Research is an agricultural research centre located in St Albans and employing
around 450 people on site. They have recently completed a £30 million redevelopment of
their site and would like to develop a green business park nearby. This is dependent on
gaining local support for plans.

The University of Hertfordshire has developed the Centre for Sustainable Communities.
There are three key elements to this which could be important to the growth of the green
sector:

. Planning, development and design which are core to the sustainable communities
agenda. There are numerous short courses and an Msc in Sustainable Planning.

. Transport, with particular strengths in aerospace and automotive engineering.

) Energy, with particular support for organisations wishing to reduce their
environmental impact.

Companies within this sector do tend to be small and require support. Running costs are also
a factor and subsidised facilities may be required. Further work could be done to promote
the presence of the BRE facility and other assets and to identify opportunities to strengthen
the sector locally.
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Figure2-8 : Green Industries: distribution of employment, 2009 (left) Employment and LQs (vs GB), 2009 (right)
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Logistics

The logistics sector employs 19,900 employees in Hertfordshire. However, employment in
this sector has been declining. Between 2003 and 2008 employment fell by -0.5% with a
significant decline between 2006 and 2008.

Hertfordshire does not have a significant concentration of employment compared to Great
Britain with a LQ < 1. Nevertheless, there are parts of the county which are important
locations for the logistics sector. Broxbourne, Dacorum and to a lesser extent St Albans have
more concentrated levels of employment in this sector compared to national levels (LQ>1).

The map overleaf, illustrates the importance of Hertfordshire’s good transport infrastructure
network to attract these firms. There are concentrations of employment in the logistics
sector along the M25 between St Albans and Hertsmere.
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Figure 2-9 : Logistics: distribution of employment, 2009 (left) Em

ployment and LQs (vs GB), 2009 (right)
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Creative and Media

The creative and media sector employs 17,500 people in Hertfordshire and as such is a
significant sector for the county. Between 2003 and 2008, employment fell by 5%, however
there has been an upturn in jobs since 2007.

There are average concentrations of employment in this sector compared to Great Britain,
with a LQ of 0.9 in 2009 (1.0 in 2008). There are however slightly stronger concentrations of
employment in Dacorum and East Hertfordshire.

Elstree Studios and BBC studios are strong assets within Hertfordshire. Elstree is reportedly
performing well and has taken a number of bookings up to 2013. Given this success, there is
potential for further investment in Elstree Studios including the development of currently
vacant land at the rear of the studios

The purchase of Leavesden Studios by Warner Brothers can be seen as a significant
opportunity to develop the creative industries sector in the county. This is the first purchase
of an overseas studio by one of Hollywood’s major players and the investment was secured
against strong competition from the Czech Republic where costs would have been
significantly cheaper. There are likely to be opportunities to develop a cluster of firms to
support the site.

The establishment of a new body, Film Link, to replace the regional agency Screen East and
based at Elstree Studios, provides Hertfordshire with an important resource for supporting
the film industry in the County with its partnership between Elstree Studios, Leavesden
Studios and the University of Hertfordshire. This may help the area compete with other
nearby facilities, including those at Pinewood and Shepperton.

A key characteristics of this sector is that many creative companies can work virtually and do
not require a physical presence alongside their customers and many either already reside in
London or would want to base themselves here.

Another key issue for this sector is the fact that the film industry faces competition from
overseas locations which are offering incentives to support the industry and have cheaper
operating costs.
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Figure 2-10 : Creative and Media: distribution of employment, 2009 (left) Employment and LQs (vs GB), 2009 (right)
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3.1

3.2

Historic Commercial Property Market
Performance

This section provides an overview of recent trends in the commercial property market in
Hertfordshire. The focus is on understanding the dynamics of the office and industrial
markets in the county and recent trends in terms of take-up, rental levels and completions.
In order to inform our assessment we have analysed data for Berkshire in order to
understand how Hertfordshire performs against locations which are considered to be
successful in terms of commercial property market performance. The key points are
summarised below.

A summary of the key points

e Hertfordshire currently performs more strongly in relative terms as an industrial location than for
office floorspace. Growth of office floorspace (net) has fallen substantially below levels achieved
in competitor markets. Take-up is lower in comparative terms. This is influenced by the quality of
the product on offer although it is also partly reflected by the geography of the County.

e Office rents in Hertfordshire are below those for Berkshire. Compared to Hertfordshire,
Berkshire and the Thames Valley has developed a sizeable office market and critical mass of
activity. This is hard to match, particularly in the short-term.

e  Within Hertfordshire the stronger office centres are St Albans, Watford and Hemel Hempstead,
main towns in the west of the County and there are achieved rents of around £20 psf. The north
of the county which is more poorly connected to London and the M25 has achieved rental levels
of only £16psf.

e Hertfordshire has developed a strong logistics and distribution market as a result of its proximity
to London and accessibility to the national road network. The County has seen stronger growth
in warehouse floorspace relative to its competitors.

e  Whilst Hertfordshire struggles to compete with Berkshire in the office market, it has a far larger
and more significant market for industrial space. The industrial market in Hertfordshire has also
been less affected by the recession than other locations such as Berkshire, which have a weaker
industrial market.

e Key locations for industrial space includes Hemel Hempstead, Watford and Welwyn Garden
City. The Maylands Estate in Hemel Hempstead has average industrial rents equivalent to £6psf.

e Valuation Office data shows that between 1998 and 2008, warehouse floorspace has grown by a
third in net terms and office floorspace by 12%. There has been a net loss in industrial floorspace
(-22%). Despite the decline, new industrial space is still likely to be required to replace older
stock.

e Data which reveals that there is a strong industrial market in Hertfordshire does correlate with
the findings in Section 2 which show concern that Hertfordshire’s economy is stronger in lower
value sectors (relative to some competitors).

e The results of a recent business survey carried out by Hertfordshire County Council suggests that
there is some demand for premises. Around 154 firms (26%) indicated that they require
alternative premises in the next few years and 84 firms (14) reported that they require additional
premises. Nearly half of firms (48%) felt that there was an insufficient choice of premises in the
area at present.

The remainder of this section is set out under the following headings:
. Performance in Hertfordshire: an overview

° Office market
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3.3

3.4

3.5

3.6

3.7

3.8

° Industrial market

° Completions and pipeline

Performance in Hertfordshire: An Overview

The commercial property market in Hertfordshire has a strong, high quality manufacturing
base, with many national and international high technology occupiers carrying out specialist
manufacturing and research and development functions within the county. There is a long
history of this type of employment base in the county (as addressed in earlier sections)
which has resulted from a number of factors. These include access to a high quality pool of
labour, accessibility to London, and to national and international markets, the high quality
environment, location of higher education establishments and the historic location of
pioneering industries such as aviation and pharmaceuticals.

In recent decades Hertfordshire has developed a strong logistics and distribution market as a
result of its proximity to London, and accessibility to the national road network. As
illustrated in Chapter 2, Logistics occupiers are attracted to Hertfordshire as it is the main
location to serve the northern M25 quadrant, north London and the Midlands.

Despite the positive attributes mentioned above, many of the key employment locations
within the county suffer from a market perception of infrastructure problems, primarily
associated with transport infrastructure, but also the physical environment, higher
education, and the general quality of commercial building stock. Historically, and
particularly in the occupier market of the recent recessionary years, this has meant that the
county’s performance against its main competing location of Berkshire and the Thames
valley has been difficult. This is particularly true for B1 floorspace.

Whilst the county has undeniably benefited from its close proximity to London, it has also
suffered from intense competition, not only from Greater London itself but from all other
locations which have a similar travel distance and connection to the city. Whilst Berkshire
and the Thames Valley has succeeded in setting itself apart from its competition, and
offering a quality and critical mass of building stock that generates successful market
conditions, Hertfordshire has historically fallen behind, particularly in the office and high
technology industries.

Office Market

Rental Levels

With demand much reduced from normal levels, vacancy rates have increased and occupiers
have been in a strong position to negotiate rental levels down, consequently headline rents
across the county have fallen by around 10 — 20% since early 2008.

In Watford, where supply is more limited, and the market is traditionally stronger, rents
have remained steady at around £20.50 psf, and good quality office stock has not suffered
the same falls in value as elsewhere in the county. A lack of new build development over the
last 10 years has left the commercial office market with an ageing profile and a good
demand for new build space. Levels of carparking are a key issue for the Watford market.
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3.9

3.10

3.11

3.12

3.13

3.14

3.15

The older stock has a high level of parking which is unachievable on new build development
and consequently good quality second hand space achieves the same rental level as new
build space. In terms of economic performance, Watford has been underperforming
compared to some other locations and this may in part be due to a lack of good quality
space available for firms.

Watford Junction is a key town centre office market, centred around the railway station
(with rents around £20psf). There are excellent links by rail into London and as a result this
area can be considered as a key location in Hertfordshire for the office market. The existing
stock is mixed but there is currently an oversupply of second hand space and a shortage of
new build, quality Grade A office stock.

Croxley Green, just outside Watford Borough provides a high quality campus office
environment and the space is well maintained. However, the space lacks the critical mass of
other office locations and there is a high vacancy rate. Here, the picture is different to
central Watford in terms of rents and there has been a 20% decrease over the last 2-3 years
down from around £20psf to £16-£17 psf. This demonstrates the strength of the Watford
Town Centre market supported by its rail links to London and critical mass of office
occupiers.

Leavesden Park is located on the edge of Watford and has poor public transport links. An
MEPC owned development, there are currently two office blocks , though demand for large
floorplates is poor at this location. Rental levels are lower (reflecting the location) at around
£18.50 psf.

In terms of new build development in Watford rental levels of around £24 - £25 psf are
required in order to drive viability of new schemes. This is an achievable rental level in the
current market, provided that sufficient car parking levels can be provided to compete with
good quality second hand space on the market.

In Hemel Hempstead there is a large supply of buildings ranging from 2,000 sq ft to 20,000
sq ft in the town, and rents fell from an average of around £17psf to around £13.50psf
between 2008 — 2010. The Maylands Estate offers a significant amount of office space of
varying quality, as well as a significant potential pipeline of development at the People
Building site and the proposed Maylands Gateway business park. The People Building
represents the best type of space available in the Maylands market and is let at headline
rents of around £20 psf, although current values have fallen to around £18psf over the last 3
years. Overall, Maylands suffers from a poor perception and environment.

St Albans is another key office market within Hertfordshire, benefiting from good transport
links (including public transport), a critical mass of occupiers, a strong workforce and good
market perception. The town achieved two of the most significant lettings in the county in
2010 when Luxoticca Group took 15,280 sq ft at Verulam Point followed by BSkyB taking
15,000 sqft at 4 Victoria Square. There are a range of occupiers overall, including some
corporate Head Quarters. Headline rents achieved were reported to be £21.50 psf, although
the headline rental tone for the town is around £20psf. There has also been some decline in
rental values in recent years.

In Welwyn Garden City, GE Capital completed a 41,000 sq ft office scheme in 2007 and it has
remained vacant since completion. Floor by floor lettings are now being considered and
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asking rents have been reduced to try and attract occupiers — a trend that is mirrored by
other property owners across the county.

3.16 In Hatfield, Hatfield Business Park is a comparatively high quality campus style business park,
which is well maintained. There is a mix of uses including high quality office space, which has
attracted some good quality, high profile occupiers. The business park offers good private
transport connections and there is space for expansion (14ha).

3.17 The rental levels highlight the relative strength of the office market in the south west of the
County where the towns of St Albans, Watford and Hemel Hempstead achieve rental levels
of around £20 psf. The north of the county which is more poorly connected to London and
the M25 and has a more dispersed office market of smaller lot sizes, has suffered more over
the last few years with rental levels reducing to sub £16 psf in the majority of locations.

Take-Up

3.18 We have undertaken an analysis of take-up data held by FOCUS CoStar, a property market
information service. The data is taken on a county wide level and broken down by town in
Table 3.1. The figures shown include all deals information held by FOCUS for B1 use for
occupation, both freehold and leasehold transactions. We have undertaken the same
exercise for Hertfordshire’s key competitor location, Berkshire, to allow comparison
between the two counties, and this information is presented in Table 3.2.

Table 3.1 : FOCUS CoStar Take-up Data for Hertfordshire (sq.ft)

2006 2007 2008 2009 2010 AVERAGE
Berkhampsted 6,115 26,523 4,559 4292 2,301 8,758
Bishops Stortford 21,672 17,860 3,330 22,926 15,686 16,295
Borehamwood 260,560 170,909 8,000 12,236 40,188 98,379
Cheshunt 4,898 69,232 14,728 15,074 9,581 22,703
Elstree 31,276 62,579 10,252 29,822 13,888 29,563
Harpenden 12,221 4,580 705 7,085 5,518 6,022
Hatfield 20,742 385,344 1506 6,965 2,863 83,484
Hemel Hempstead 335,944 114,313 36,626 135,362 27,368 129,923
Hertford 34,675 25,028 1,850 22010 8,450 18,403
Hitchin 22,231 20,577 1,905 3502 2927 10,228
Hoddesdon 9,939 4,310 900 - 5,050
Kings Langley 9,062 77,151 - 4,113 14,382 26,177
Knebworth 2,705 4,250 - - - 3,478
Letchworth 39,328 49,424 10,498 16,180 1,114 23,309
Potters Bar 9,555 81,453 9,630 4,229 1095 21,192
Rickmansworth 25,476 8,353 14,799 9,058 14,422
Royston 3,231 1287 4,240 3,514 3,068
St Albans 139,348 198,825 19,233 29,048 88,007 94,892
Stevenage 152,409 123,695 60,286 24,154 96,853 91,479
Tring 1,610 727 840 874 3249 1,460
Ware 3,670 - - 2,499 8,420 4,863
Watford 208,770 304,113 85,768 215,800 72,722 177,435
Welwyn - - - 637 1,220 929
Welwyn Garden City 56,530 197,560 15,802 53,322 48966 74,436
TOTAL 1,411,967 | 1,948,093 286,418 629,169 477,370 950,600

Source: FOCUS CoStar Feb 2011
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FOCUS CoStar may not capture all property deals, but for the purposes of this report it
provides a clear and consistent picture of the relative scale of the market in different centres
in Hertfordshire and in Berkshire, and the underlying take-up trend over the last 5 years.

The take-up of offices over the last 5 years in Hertfordshire recorded by FOCUS CoStar has
averaged around 950,000 sq ft per annum. The trend over the last five years demonstrates
dramatically the effect of the recession on the demand for and take-up of offices in the
County. At the peak of the market in 2007 take-up reached 1.95m sq ft and this plummeted
to 286,000 sq ft in 2008. Since this low point take-up has increased with market demand
slowly showing signs of recovery.

The take-up figures also highlight again the relative weighting of the office market towards
the south of the County with the towns of St Albans, Watford and Hemel Hempstead
contributing the greatest proportion of office take-up and indicating that these are the
largest office markets in the County. When these figures are broken down it is also clear that
these towns are also the focus of the larger deals to the high quality occupiers.

In Section 2, it was clear that Three Rivers and Welwyn Hatfield had experienced the most
significant employment growth. The combined take-up in Welwyn Garden City and Hatfield
is significant (Welwyn Hatfield) but the combined take up in Kings Langley, Rickmansworth
and Potters Bar (Three Rivers) is less significant compared to other locations.

Take-up figures in the north of the County are generally made up of a larger number of
smaller, secondary deals.

The annual variation in take up across Hertfordshire indicates the impact which the
recession has had on market demand, and property market activity more generally. Take-up
for individual towns in specific years is influenced by the number and nature of deals, and it
should be recognised that a single or small number of substantial deals can have a notable
affect on take-up statistics. This is why a five-year trend has been presented.

It is interesting to compare Hertfordshire take-up figures with Berkshire where the average
annual office take-up over the last 5 years according to FOCUS data, equates to around
1,710,000 sq ft per annum. This compares to an average in Hertfordshire of 950,000 sq ft
and demonstrates the relative size and importance of the Hertfordshire Market compared to
Berkshire. Berkshire’s market is 80% larger and has seen much stronger net growth in
floorspace (as we will come onto) and this is likely to explain the strong performance in
terms of employment and GVA growth identified in Section 2 of this report.

Table 3.2 — FOCUS CoStar Take-up Data for Berkshire (sq.ft) — including selected towns

2006 2007 2008 2009 2010 AVERAGE
Bracknell 407,725 122,403 302,411 155,384 147,397 227,064
Maidenhead 136,853 349,179 175,517 138,822 129,622 185,999
Newbury 78,591 147,298 153,392 76,998 78,702 106,996
Reading 377,118 799,471 507,188 309,032 435,692 485,700
Slough 351,352 490,494 158,381 150,807 255,847 281,376
Windsor 47,986 46,200 39,120 54,686 52,560 48,110
Wokingham 102,886 476,654 136,153 64,943 109,839 178,095
Berkshire Total 1,663,570 | 2,772,923 | 1,677,075 | 1,040,179 | 1,416,052 1,713,960

Source: FOCUS CoStar Feb 2011
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Berkshire has suffered a similar weakening of market demand during the recession with a
significant fall in take-up between 2007 and 2008/09. However, in Berkshire this drop in
take-up amounted to around a 60% decrease over two years from the 2007 peak, compared
to Hertfordshire which experienced an 85% decrease from the 2007 peak in just one year.
This goes some way towards demonstrating the difference in the underlying strength of the
two markets. When overall market demand falls then footloose occupiers were more
inclined to gravitate towards the Thames Valley/Berkshire location rather than
Hertfordshire.

While in Hertfordshire the highest take-up has been in Watford at an average of 177,000
sq.ft per annum, there are five towns within Berkshire with a stronger office market and
higher annual take-up. These are led by Reading where take-up averaged 486,000 sq.ft
followed by Slough (281,000 sq.ft), Bracknell (227,000 sq.ft), Maidenhead and Wokingham.

Industrial Market

Rental Levels

The industrial market in Hertfordshire generally has not been hit as badly by the recession as
other parts of the southeast. A lack of new supply to the market, caused by a dearth of
development activity since 2007 has resulted in generally low vacancy rates in centres such
as Watford where the lack of space has prevented rental levels from falling too sharply since
the peak of the market.

In certain locations, such as Hemel Hempstead, there has been an over supply of smaller
industrial units (sub 20,000 sqgft) on the market which has led to landlords cutting asking
rents and offering incentives in order to let space. At Maxted Park on the Maylands Estate
for example, rents have been reduced from around £10 psf to £6.50 psf in order to stimulate
occupier demand and achieve lettings. Neverthless, the Maylands Estate in Hemel is a key
industrial location and particularly attractive for distribution uses.

By contrast in Hemel Hempstead there has been a relative shortage of units in the 20,000 —
40,000 sq ft size bracket and, where stock has become available, it has gone quickly and at a
good rental level of around £8 psf.

Gunnels Wood in Stevenage contains a mix of employment uses. It is however primarily an
industrial location and lacks any significant office market. Industrial rents average around
£5.50psf.

Take-Up

We have undertaken an analysis of industrial take-up data held by FOCUS CoStar, a property
market information service. The data is taken on a county wide level and broken down by
town in Table 3.3. The figures shown include all deals information held by FOCUS for
Industrial use for occupation, both freehold and leasehold transactions.
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Table 3.3 — FOCUS CoStar Industrial Take-up data for Hertfordshire

2006 2007 2008 2009 2010 AVERAGE
Berkhampsted 5,904 9,999 31,038 11,869 8,480 13,458
Bishops Stortford 24,728 19,743 21,257 23,390 40,734 25,970
Borehamwood 104,813 85,552 45,455 78,588 15,378 65,957
Cheshunt - 4,797 31,235 16,154 81,597 33,446
Elstree 39,869 98,448 106,902 47,943 7,350 60,102
Harpenden 17,662 13,344 14,943 8,811 - 13,690
Hatfield 205,755 306,501 21,734 14,566 2,168 110,145
Hemel Hempstead 347,479 936,861 580,394 683,390 522,286 614,082
Hertford 21,951 47,942 77,848 69,051 62,171 55,793
Hitchin 62,124 47,660 186,346 22,173 17,215 67,104
Hoddesdon 57,020 26,696 67,137 25,730 233,518 82,020
Kings Langley 26,227 25,331 5,474 23,677 5,753 17,292
Letchworth 48,732 53,244 201,884 73,969 45,489 84,664
Potters Bar 9,740 84,912 19,223 27,999 43,005 36,976
Rickmansworth 7,600 1,067 10,300 664 4,908
Royston 21,453 4,775 13,789 2,920 7,330 10,053
St Albans 94,927 112,132 136,181 159,948 61,236 112,885
Stevenage 110,189 162,132 90,580 78,974 56,089 99,593
Tring 27,781 - 24,811 15,717 5,426 18,434
Ware 1,810 1,635 5,050 - - 2,832
Watford 250,450 501,740 287,023 261,908 171,318 294,488
Welwyn - - - 2,348 5,110 3,729
Welwyn Garden 238,786 379,659 158,112 74,925 71,599 184,616
City
TOTAL 1,725,000 | 2,924,170 | 2,136,716 | 1,724,050 | 1,463,916 1,994,770

Source: FOCUS CoStar Feb 2011

Again FOCUS CoStar may not capture all property deals, but for the purposes of this report it
provides a clear and consistent picture of the relative scale of the market in different centres
and the underlying take-up trend over the last 5 years.

The average level of take-up of industrial space in Hertfordshire over the last 5 years has
been around 1.95m sq ft. Unlike the office market, Hertfordshire has not suffered the same
dramatic reduction in demand for industrial space, with a much more gradual fall from the
market peak of less than 50% and over a longer period of time.

The figures highlight the strength and importance of the key towns of Hemel Hempstead,
Watford, and Welwyn Garden City. Hemel Hempstead shows a particularly large proportion
of overall take-up significantly higher than other centres, which is supported by the
availability of large scale distribution sheds on the Maylands Estate which is a focus for this
type of industrial stock.

Table 3.4 provides a comparative assessment for Berkshire. The Berkshire industrial market
has averaged around 1.44m sq ft of take-up per year for the last 5 years. This is significantly
less than the average take-up in Hertfordshire (-23%). The significant industrial markets are
Slough and Reading. Whilst Hertfordshire struggles to compete with Berkshire in the office
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market, it has a far larger and more significant market for industrial space, highlighting the
County’s strength in manufacturing and distribution.

Table 3.4 - FOCUS CoStar Industrial Take-up data for Berkshire — including selected towns

2006 2007 2008 2009 2010 AVERAGE
Bracknell 5,026 108,465 129,572 70,871 49,765 72,740
Maidenhead 25,615 31,931 104,618 82,703 106,754 70,324
Newbury 147,380 126,939 116,363 89,560 110,279 118,104
Reading 342,196 338,797 300,093 315,382 355,001 330,294
Slough 192,663 378,955 386,060 356,752 320,199 326,926
Windsor - 31,946 56,563 23,090 11,471 30,768
Wokingham 123,799 172,853 90,597 33,991 166,981 117,644
Berkshire Total 1,018,735 | 1,779,908 | 1,540,287 | 1,345,935 | 1,507,653 1,533,973

Source: FOCUS CoStar Feb 2011

The finding that Hertfordshire has a strong industrial market relative to other locations such
as Berkshire does correspond with the findings in Section 2 which suggested that
employment in the county has been tending towards lower value sectors in recent years.

Completions and Pipeline

We have drawn on Valuation Office Agency (VOA) statistics to assess the change in
employment floorspace over the decade to 2008. Over this period, total warehouse
floorspace has grown by a third (33%) in net terms, and office floorspace by 12%. There has
been a net loss in industrial floorspace, which has declined by -22%.

Table 3.5 — Change in Employment Floorspace, 1998 — 2008

% Change, 1998-08 Offices Factories Warehouses
W Herts 9% -32% 34%
Central Herts 22% -22% 26%
E Herts -4% -7% 39%
Hertfordshire 12% -22% 33%

Source: CLG/ VOA

We have also seen a redistribution of employment floorspace, as Table 3.5 indicates with
particular growth of office floorspace in Central Herts. This has been influenced by
development within Welwyn Hatfield and likely reflects the quantum of new-build space
brought forward at Hatfield Business Park. The highest levels of net growth in distribution
space have been in Dacorum (most likely around Maylands), followed by Hertsmere.
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Figure 3.1 — Net Change in Employment Floorspace, 1998 — 2008 in Hertfordshire Districts

Net Change in Employment Floorspace, 1998 - 2008 (%)
80%
B Broxbourne
60%
B Dacorum
40% M East Hertfordshire
20% B Hertsmere
 North Hertfordshire
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0% m St Albans
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-20% Stevenage
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-40%
Watford
-60%

Source: CLG / VOA

An analysis has also been undertaken of comparative net growth in employment floorspace
in Hertfordshire, as against Cambridgeshire and the East of England, and Berkshire. The
figures are again expressed in proportional terms and thus already reflect the relative scale
of different markets.

Hertfordshire has seen 6% growth in total B-class floorspace in the decade to 2008
compared to 13% across the East of England and 20% in Cambridgeshire. It has seen more
moderate growth in office floorspace, of 12% compared to 21% in Berkshire (albeit from an
existing strong base), 28% across the East of England and a substantial 58% in
Cambridgeshire.

In proportional terms, Hertfordshire has also seen more substantial losses of industrial
floorspace, with a reduction of -22% between 1998-2008 exceeding that in Berkshire (-13%)
and across the East of England (-3%).

In contrast, Hertfordshire has seen stronger growth in warehouse floorspace: by 33%
between 1998-2008 compared to 28% across the East of England, 29% in Berkshire and 22%
in Cambridgeshire.

In historical terms, there appears to be a broad relationship between floorspace trends and
economic performance; with Herts comparative economic underperformance borne out in
more moderate growth in floorspace, particularly in office floorspace.
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e Hertfordshire Strategic Employment Sites Study e

Figure 3.2 - Net Change in Employment Floorspace, 1998 — 2008

% Change in Employment Floorspace, 1998 - 208 - Comparators
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Source: CLG / VOA

We have undertaken a similar analysis using data on net completions to compare
performance across sectors and different parts of Hertfordshire, between 2001/2 — 2009/10.

Figure 3-3 below shows the average annual net completions across all employment
floorspace categories for Hertfordshire. ‘B0’ is used to describe open B-class consents. The
chart indicates that over the last 9 years there has been a net decline in industrial B2
floorspace, with growth of B8 floorspace only in the East Hertfordshire area (incorporating
East Herts DC and Broxbourne DC).
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e Hertfordshire Strategic Employment Sites Study e

Figure 3-3 : Average Annual Net Completions 2001/02-2009/10
Average Annual Net Completions, 2001/2 - 2009/10
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Source: Hertfordshire County Council Monitoring Data
West Herts includes, Three Rivers, Watford, Dacorum, Hertsmere and St Albans.
Central Herts includes, Welwyn Hatfield, Stevenage and North Hertfordshire
East Herts includes East Hertfordshire District and Broxbourne District.

3.47  Figure 3-4 below shows the total (gross) pipeline of development across the County
including sites with planning consent and proposals without planning consent. It does not
take account of losses of employment floorspace proposed or with planning consent.

Figure 3-4 : Pipeline Development: April 2010
Pipeline Development: Apr 2010

180000

160000

'S 140000
2 120000 " B8

©
T 100000 — B2
® 80000 N Bl
2
S 60000 - ¢
g 40000 - mBlb
20000 - mBla
0 - Bl
> o o & > O
&QQ’ \0& Q}\‘ @Q}z \zg}\' ®®° Q'b%g/ \\\Q} &S'\O& {\\Q\ mBO
F & &L gF G 2 e
& TS RS o
$e}
Source: Hertfordshire County Council Monitoring Data

3.48 Despite the relatively high level of space identified as being proposed or within the planning
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system this does not necessarily equate to delivery. Indeed, many agents believe that there
is little prospect of speculative office development returning generally to the Hertfordshire
market for the foreseeable future and it is estimated that it will be at least 18 months before
such development returns due to the high risks and lack of occupier demand. Some
developers are however pushing ahead with office developments where at least part of the
space is subject to a pre-let which reduces the development risks and enables easier and
cheaper access to development finance.

Higher value markets to the south of the County, such as Watford and St Albans are most
likely to attract private sector interest in the future. In Watford in particular, there has been
a very low level of new development for some time, which has created a lack of supply of
high quality new build space.

In the industrial market the barriers to development are lower due to the cheaper build cost
of industrial space, and therefore development in this market is likely to pick up more
quickly than in the office market. With demand still in the market for large scale distribution
sheds new development of industrial space is likely to be directed towards this type of space
where development viability is easier to achieve. The Maylands Estate in Hemel Hempstead
is likely to benefit from this type of development due to its location and availability of land.

Business Survey Results: Future Property Requirements

Hertfordshire County Council has recently commissioned a business survey, with 749 firms
across the county taking part. Businesses were asked about their property requirements
over the next few years and therefore the findings from the survey are useful for this work.
The key points are summarised below.

Of those questioned, 26% of firms or 154 reported that they would require alternative
premises within the next few years. A further 26% or 165 firms were not sure. Less than half
reported that they would not require alternative premises. Firms were also asked whether
they were likely to require additional premises within the next few years. A total of 84 firms
or 14% reported that they would and a further 166 (26%) firms reported that they did not
know.

The majority of firms require space which is under 2,000 sq.ft and a high proportion require
space which is under 500 sq ft. (22% of those which require alternative premises and 24% of
those which require additional premises). Exactly half of firms require business premises
(e.g. office) and relatively small proportions require general industrial (15%) and
storage/distribution space (15%).

The majority of firms expect to stay local, with 64% of those which require additional
premises reporting that they wish to remain within 20 miles from their existing premises but
still in Hertfordshire.

Nearly half of firms (48%) felt that there was insufficient choice of premises in the area at
present. The main reasons for this appear to be that premises are too expensive to rent/own
(80%) or too expensive to run (43%). However, a high proportion of firms report that
premises are the wrong type (37%), too big (31%) or inflexible for a growing operation
(27%). A total of 17% of firms felt that the accommodation was not modern enough for
them.
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Strategic Employment Sites: Lessons from
Elsewhere

To inform the delivery strategy it is important to consider competing strategic employment
sites, and to consider how various sites have performed to provide a basis for analysing key
component factors which will contribute to the success or otherwise of strategic
employment sites in Hertfordshire. There is no definitive guidance on the definition of
strategic employment locations. Section 6 of this report provides a broad definition of a
strategic site for the purpose of this study, and these characteristics have informed our
choice of sites for the purpose of drawing out lessons in this section.

The Thames Valley has been identified as providing strong competition for Hertfordshire: it
is recognised as having an established market and critical mass, with a particular focus on
high-tech / information and communications technology activities, and has a good offer in
terms of sites and premises to support this. We have therefore identified and assessed
strategic sites in Berkshire. Recognising that Hertfordshire is starting from a different base,
we have also sought to consider the performance and potential of strategic employment
sites in other ‘home counties’ considering key sites close to the motorway network and M25
including in Surrey, Sussex and Kent.

This section focuses in particular on modern business park developments. Below, we
consider the location and offer in terms of each site, and how it has performed in terms of
rents and take-up.

A summary of Key Points

e  Ourreview of successful strategic sites elsewhere has indicated that there are a number of
common factors which relate to successful strategic employment sites:

» Accessible location, close to national road network and motorway junctions and with strong
high quality public transport access

» High ‘green’ credentials such as solar roof panels and rain water harvesting

» Arange of amenities on site, including retailing, cafe/restaurants, health club/sports and
leisure facilities

» Strong relationship with existing main town, facilitated by proximity or good transport links

» Masterplanned by a well known architects’ practice and providing a high quality landscape

> Where office development is a primary focus, provision of at least 1,000,000 sq ft. office
floorspace appears to be beneficial

e |tis worth noting that the criteria for assessing strategic sites set out in Section 6 of this report
are closely aligned to the characteristics of successful strategic sites set out above.

e Successful strategic employment sites (business parks) such as Stockley Park, Uxbridge and
Chiswick Park West London are capable of achieving rents of between £28psf and £33psf
respectively compared to maximum rents of around £20psf in Hertfordshire.

e  Other sites which have been less successful than expected include Green Park in Reading and
Kings Hill in Kent. Key factors which have impacted on their success includes: poor public
transport access and proximity to motorways (Kings Hill); competition from other locations in
close proximity; and the relationships to existing towns with an established market.
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M4/ Berkshire

The M4 Corridor through Berkshire has probably the strongest, most well developed offer in
the country in terms of strategic employment sites. It provides a choice of high quality
business parks as well as town centre locations, and has successfully attracted inward
investment and has developed a critical mass in term of product. This is reflected in the
area’s commercial profile.

There are many similarities in the investment offer between Herfordshire and Berkshire.
Both offer an attractive environment, quality of life, a strong skills base, a good housing offer
and skills, good transport links (arguably stronger in Hertfordshire, given the density of rail
lines into London).

Berkshire however has a better developed ‘commercial offer’ with a range of high quality
employment locations. As identified in the previous section, it has a number of key centres
with a critical mass of occupiers and activity, particularly Reading, Slough, Bracknell,
Maidenhead and Wokingham. In each of these, office take-up over the past five years has
exceeded that in Watford, which has been the highest in Hertfordshire.

There is also a perception that Berkshire offers stronger access to Heathrow Airport, albeit
that in reality travel times from south-west Herts are broadly similar to many of the Thames
Valley’s key centres.

We consider that the key strategic sites in Berkshire (and the M4 Corridor more widely) are
as follows and these are considered in more detail below:

. Stockley Park, Uxbridge

° Chiswick Park, West London
. Green Park Reading

. Thames Valley Park, Reading
. Winnersh Triangle

Stockley Park, Uxbridge

Stockley Park commands the highest rental levels of UK business parks, reflecting both the
quality of product provided and its location close to the M4 and Heathrow Airport.
Developed by Stanhope since 1986 on the site of a former waste tip/ gravel extraction pit in
single ownership, it is located adjacent to the A408, one mile to the north of M4 Junction 4
(the Heathrow Airport junction).

To date a total of 2.15m sq.ft has been delivered, guided by a masterplan, and set around
substantial areas of parkland. Together with a high quality environment, a range of
amenities are provided onsite including an arena, wine bar, pub, restaurants, health club,
golf course and driving range, sandwich shops and a WH Smiths. Key tenants include GSK
(across three buildings), M&S, BP, Hewlett Packard, Sharp and Canon; indicating the site’s
attractiveness for HQ functions and representing a profile which spans a number of sectors.
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Public transport access is strong with the site accessible from a number of Underground
stations and served by local buses, which include a 10 minute connection to Heathrow.

Levels of take-up have been strong, averaging just over 120,000 sq.ft per annum between
2005-10. Quoted rents are £28 psf (above the £20 psf rents achieved in parts of
Hertfordshire).

A third (and final) phase of development is proposed by current owners, Kajima, PRUPIM
and Aldersgate, comprising 750,000 sq.ft of development including a further 25,000 sq.m of
office space, 18,000 sq.m data centre, 450 room hotel and further ancillary A class
development.

Stockley Park is clearly exceptionally well located, but its success also reflects the
importance of the amenities and quality of environment provided. This has helped to attract
UK/European HQs of major international corporates.

Chiswick Park, West London

Chiswick Park is a more recent scheme, also developed by Stanhope, in Chiswick, West
London; again close to the A4. It is 8 miles from Heathrow. The scheme comprises 12 high
quality office buildings (of which 9 have been built to date) providing 1.8m sq.ft around an
inner garden and lake, on a former bus depot site. The Masterplan was delivered by Richard
Rodgers’ partnership. Again a range of amenities are available on-site, including restaurants,
cafes, retail units and a health club.

A first phase of 6 buildings was delivered in 2002 and to date just under 0.9m sq.ft has been
delivered. Key tenants include Baker Hughes, UBS News, Discovery Channel, Paramount
Pictures, QVC, United International Pictures and WH Smith. There is a strong representation
of creative/media occupiers. As with Stockley Park, the site offers strong sustainability
credentials including solar roof panels, rainwater harvesting, as well as a bus route on-site
and seven on adjacent roads.

Headline rents at Chiswick Park for recent deals have exceeded Stockley Park, with £33 psf
achieved: the highest of business parks nationally. Take-up has also been strong, averaging
240,000 sq.ft annually between 2007-10 against a context of difficult market circumstances.
Key 2010 lettings included 134,000 sq.ft to Tutlow Qil and 140,000 sq.ft to QVC. We
calculate current vacancy at 8%.

Chiswick Park is one of the best performing strategic sites nationally, which reflects its
location and the quality of the product and environment, which again have allowed it to
attract major international corporate occupiers.

Green Park, Reading

Green Park is a 72ha (180 acre) site on the edge of Reading, adjacent to M4 and 30 miles
from Heathrow. It is one of the largest business park locations within the greater South East.
It has been developed by PRUPIM with the first phase delivered in 1999/2000 and today
provided just under 400,000 sq.ft of employment space with further development to be built
out, and further phases pending planning consent.
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Existing occupiers include Cisco and Symantec, these representing some of the largest deals
in the Thames Valley. Others include Thames Water, pharmaceuticals company Quintiles,
and Logica. There is a strong representation of IT companies, and the site was strongly
affected by the bursting of the dotcom bubble in the early phase of development.

As with the other sites described above, Green Park’s sustainability credentials are strong,
with an evident commitment in the delivery of a 2.3MW wind turbine which has helped to
create the site’s profile.

Again development has been guided by a masterplan by a well-known practice; in this
instance Foster and Partners; with a range of other established practices designing individual
buildings within the framework which this has provided. A nursery, brasserie and local
amenities are provided on-site.

Buildings delivered to date have included a mix of pre-let and speculative space. Rents are
currently around £26 psf. We estimate annual take up of just shy of 80,000 sq.ft between
2006-10 which is relatively moderate compared to some of the other locations considered.
While the site has a strong market profile, take-up has been somewhat disappointing.
PRUPIM is currently seeking prelets (that is they are not building speculatively). A further
phase of 70,000 sq.m is consented. There remains a substantial development pipeline to be
delivered, including a further 772,000 sq.ft within the existing phase.

While the site benefits from a ‘fast-track bus service’ connecting to Reading Station and
Town Centre, public transport accessibility is not as strong as for the West London sites
described above, which have demonstrated much stronger take-up rates; albeit that it is
proposed to deliver a new station on the Reading-Basingstoke line for the development.

Green Park has performed less well than a number of the other locations considered. It has
suffered to some extent from competition from a range of other locations in relative
proximity. For this study, it highlights the need for careful consideration of phasing and the
risks of overreliance on a limited number of sectors (in this case IT) when delivering strategic
sites.

Thames Valley Park, Reading

Thames Valley Park is a substantial 80 ha (200 acre) site located on the east side of Reading,
at the northern end of the A329(M) which connects to M4 Junction 10. It provides a high
quality office product in an extremely attractive riverside setting. Large floorplate offices
have been developed, with current occupiers including HQ functions of BG Group, ING
Direct, Microsoft, Oracle, ComputaCenter and Cyberspace Europe. Again there is a strong
representation of IT companies.

Again, a range of amenities are provided including nursery, health club, and convenience
retailing. Recent take-up is limited as initial phases have largely been built out, providing
large buildings of over 3000 sg.m for corporate occupiers. The Microsoft campus alone totals
22,000 sg.m. Rents are currently £25 psf.

While there has been little recent development activity, this case study is relevant in
demonstrating the depth of the market in Reading with a progression of high quality
business parks sites developed over time. Further space exists at Arlington Business Park, on
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the western side of the town and adjacent to the M4. Besides the sites identified, there is
further development in the pipeline including a new consented proposal for a Science Park
associated with the University of Reading. The first phase is due to start on site this year,
with the proposal expected to deliver 800,000 sq.ft of floorspace.

Clearly the M4 Corridor has a mature market for business park space, with a number of
successful high quality strategic sites and a strong development pipeline. This will represent
competition for Hertfordshire. Differences in rentals and take-up point to the strongest
performance in locations within or closer to London, which offer faster access to Heathrow
and access to wider workforce catchment.

Other Locations around London

We have considered other sites which we would consider ‘strategic’ in locations in the home
counties close to the M25 to consider how other ‘quadrants’ of the M25 perform relative to
the Thames Valley. This allows us to further consider potential performance of sites in
Hertfordshire.

Hertfordshire spans the north-east and north-west quandrants. Sites within Essex are
primarily focused on industrial and particularly warehouse uses, with a particular
concentration in Thurrock. Within the south-east and south-west sectors, key strategic
employment locations include:

° Kings Hill, Kent
° Manor Royal, Crawley
. IQ Farnborough

It is notable that away from the M4 there are fewer examples of successful strategic sites.
Kings Hill, Kent

Kings Hill Business Park has been developed as part of a mixed use development of the
former West Malling Airfield by a joint venture of Liberty Property Trust and Kent County
Council, which was formed in 1989. It is located two miles from M20 Junction 4, so is not a
‘motorway location’ but accessible from the M20. A bus service links the site to West
Malling Station. The nearest major town is Maidstone (11 miles), although the site falls
within Tonbridge & Malling Borough.

As with the Thames Valley business parks, Kings Hill benefits from a high quality landscaped
environment. The business park is being delivered as part of a wider, substantial mixed use
development; and the site therefore includes a district centre, anchored by an Asda
foodstore; 21 retail / restaurant units, a pub, medical centre, leisure centre. The site has two
nurseries and an 18 hole golf course. 2,300 homes have been delivered with a further 450 to
be built.

To date, 800,000 sq.ft of offices have been developed, accommodating 100 companies; with
consent existing for a further 1.2m sq.ft of office floorspace. Key tenants include Yell,
Kimberley Clark, and Barclays. The vacancy rate is 10%. The site supported rental growth to
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£24.50 at its peak, however take-up in recent years has been relatively poor. Between 2006-
10 take-up averaged 31,900 sq.ft per annum — substantially below rates at a number of M4
locations.

Kings Hill demonstrates the difficulty in delivering a major strategic site outside of an
established market, particularly at a location which does not have strong public transport
access, or access from a motorway; and which does not relate strongly to an existing main
town. It is evident that this site has performed less well relative to some of the M4 locations.

IQ Farnborough

IQ Farnborough is a 50 ha (125 acre) site purchased by Segro from the MOD in 1999 and
adjacent to the RAE/Farnborough Airport. It is adjacent to and within walking distance of
Farnborough Town Centre, and linked to the station by shuttle bus. However it is on the
opposite side of Farnborough from the M3 Junction 4. As with the other sites considered, I1Q
Farnborough provides a range of on-site amenities include café/bar, nursery and gym/pool.
A hotel is currently under construction.

An initial phase of development has been delivered since 2006 providing ¢ 300,000 sq.ft of
office floorspace. Take-up has averaged just over 100,000 sq.ft per annum over the last
three years. The site has been successful in attracting Flour, a US construction company,
who signed a pre-let for 210,000 sq.ft of space in 2008 for headquarters development across
four buildings. This was the largest letting in the wider Thames Valley since Cisco’s deal at
Green Park in 2000. Other occupiers include World Communications, Simplicity and Ounu.
Rental levels have held up well, at £23 psf.

Two further zones are allocated for development, providing potential for a further 1m sq.ft
of office floorspace.

The site demonstrates that there is potential to deliver a successful business park away from
the M4 Corridor. The site demonstrates similar features in terms of the quality of
environment and amenities to other successful business parks, as well as proximity to the
town centre.

Manor Royal, Crawley

The Manor Royal Business District in Crawley demonstrates some notable similarities to
Maylands and Gunnels Wood. Crawley is a first generation New Town and Manor Royal
developed as the industrial area for the town. It is located on the north side of Crawley,
close to Gatwick Airport, and is accessible from Junction 10 of the M23. It is a strategic
mixed-use employment site which has developed progressively since the 1950s and now
occupies an area of 154 hectares and is the largest employment area in West Sussex. It
employs around 30,000 people.

Within Manor Royal, 28ha of land are occupied by office uses, 120ha by manufacturing and
industrial/ warehouse and 6ha by non B-class uses including retail, car dealerships, leisure
and hotels. A wide range of activities occur within the employment area, there is a particular
specialism in airport-related activities (reflecting the proximity to Gatwick) and advanced
manufacturing.
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While Manor Royal is a successful business location for a range of business sizes and types,
and both values and occupancy levels performing reasonably, in recent years it has struggled
to keep pace with the most recent generation of business parks in the South East. Achieved
rents have remained stagnant since 2005 at a level which is generally below that of other
leading business locations for both office and industrial premises. Office vacancy rates within
Manor Royal stand at 19%, with a 12% vacancy rate for industrial — both higher than
average. There has also been limited recent development. Whilst almost 90,000 sg.m of
office space has been permitted since 2005, none has begun development. Furthermore
there has been no development of new Grade A industrial space since 2000.

Recent performance is therefore on the weaker side; although the area’ comparative
position has not significantly worsened. Industrial values for instance have held up more
strongly than other areas (e.g. Winnersh Triangle and Crossways). Against this context,
Crawley Borough Council elected in 2010 to develop a masterplan for Manor Royal to
support investment and regeneration (as has happened at Gunnels Wood and Maylands).

While Manor Royal benefits from its scale and location, a concentration of activity in high
value-added manufacturing and product development, and internal supply chains (liked to
its scale), it suffers from peak time congestion, a limited amenity offer (in terms of leisure,
retail and open space), disjointed and in parts low quality public realm, and a fragmented
land ownership pattern. It provides limited space for small and start-up businesses and
limited move on space, meeting and conference facilities, or good quality restaurants. The
Manor Royal Masterplan has sought to deliver a multi-activity 21st century business district.
It focuses on improving the organisation of land use and addressing the lack of impact made
at the key gateway sites by the current built stock and environment.

The Masterplan was developed by consultants and this recommended the adoption of the
Masterplan as a Supplementary Planning Document, particularly as it provided development
guidelines for key sites which were expected to come to the market in the short-term. The
use of Simplified Planning Zones for key sites was recommended, together with further work
to assess the feasibility of delivering a new ‘heart’ to include local facilities and amenities
(including for enterprise and business growth). Wider improvements were proposed
addressing the environment, signage, legibility etc.

The Council has however decided that it does not wish to adopt the Masterplan as SPD and
instead will develop a programme of documents setting out design principles for key
development sites. A number of concerns have been expressed that the Masterplan was too
prescriptive, including in regard to the future use of sites; and against the current economic
context the Council has elected to take a more pragmatic view to ensure that planning policy
does not become a barrier to delivery of key sites.

In a similar regard it is not now moving forward with proposals for Simplified Planning Zones,
instead taking a pragmatic approach of setting out design principles and engaging with
prospective developers through pre-application discussions. No specific funding has been
identified to deliver public realm or environmental improvements, although the Council will
seek contributions through Section 106 (and potentially CIL in the longer-term).

It is worth touching on transport issues. While it suffers from peak time congestion, it does
benefit from good public transport accessibility. Crawley has a bus rapid transit system,
Fastway, with specially adapted buses and stretches of guided busway. Developed over the
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last decade by a public-private partnership this has supported an increase in public transport
usage. It provides a regular link between Crawley Town Centre, Manor Royal and Gatwick
Airport.

The case study demonstrates that the issues affecting large mixed new town employment
areas such as Gunnels Wood and Maylands are not unique, and other areas have similarly
sought to develop a masterplan/ area action plan to rationalise land use, improve amenities
and the environment. It does however point to the need for an element of flexibility in
regard to the types of uses permitted, and a degree of pragmatism in supporting
development — particularly against a context of weaker market conditions.

Developments on Green Belt Land

Some of the sites which are reviewed in Section 6 of this report are located on green belt
land. Elsewhere, some major business parks have been bought forward on green belt land ,
including the sites shown in the box below.

The fundamental aim of green belt policy is to prevent urban sprawl by keeping land
permanently open. There are five purposes of including land within Green Belts which are:

e To check the unrestricted sprawl of large built-up areas;

e To prevent neighbouring towns from merging into one another;

e To assist in safeguarding the countryside from encroachment;

e To preserve the setting and special character of historic towns; and

e To assist in urban regeneration, by encouraging the recycling of derelict and other urban
land.

Delivery of major new employment land within the green belt would be regarded as
inappropriate development, and very special circumstances would be required to justify it
which would need to outweigh harm by reason of inappropriateness, or any other harm.

The case studies highlight that proposals for business park development in the Green Belt
elsewhere have been brought forward through the Local Plan process, supported by a strong
case presenting exceptional circumstances to justify Green Belt review associated with the
economic benefits.

Green Belt Development Examples

We have reviewed examples of existing major business parks within the Green Belt and how these
have been brought forward.

Chester Business Park is a 60 hectare site located in the Green Belt on the edge of Chester. It was
identified through the Cheshire Structure Plan in the 1980s and allocated in the adopted Greater
Chester Local Plan (1983) to support higher value economic growth, building on Chester’s strong
image and brand. This was the primary justification for exceptional development in the Green Belt. In
1982 a planning application was submitted, and this was granted in 1984. The business park is
located on the southern edge of the City’s urban area. To date 1.25 million sq.ft of office floorspace
has been developed and the Park has been successful in attracting major inward investment and HQ
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functions, including MBNA Europe, M&S Financial Services, Shell and Bristol Myers-Squib.

A further example is Surrey Research Park in Guildford which has been brought forward by Fidelity
Investments and the University of Surrey and supports a range of R&D functions. It is linked to the
University and the County Hospital. It is a 28 hectare site, developed at a low density 2.5 miles
outside of Guildford. Again it appears to have been progressed primarily through the Local Plan,
associated with growth of the University and achieving associated economic development.

A recent example of proposals for a major business park in the Green Belt is the extension of York
Science Park. The University of York was granted outline planning consent for an extension to the
existing University campus and linked business park covering a 122ha area. The rationale for
extension to the business park was that the existing 21 acre park was nearing capacity. However the
case was focused around supporting the expansion of the University. The Council adopted a
development brief for the extension in 2004, augmenting proposals in the Local Plan. There was a
well resourced local campaign against development, ‘No Heslington East.” However following a
resolution to grant consent by the Council in 2005, the consent was called in and a public inquiry was
held in 2006, and consent granted by the Secretary of State in 2008.

It should be recognised that a set of exceptional circumstances would be required to support
development of a green belt site. The need to improve Hertfordshire’s economic
performance through providing a supply of top quality employment sites is likely to provide
part of this justification.
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5.4

Future Potential for Hertfordshire

In order to understand the potential for future employment growth in Hertfordshire, we
have drawn upon a number of sources of information, including economic forecasts. The
key points are summarised below (and further detail is provided in Appendix A).

A summary of Key Points

e Employment in Hertfordshire is predicted to increase by 16% between 2011-2031 or 79,300 jobs.

e A predicted increase in employment of between 13% (base case) and 18% (higher growth) over a
ten year period between 2011 and 2021 compares to an increase of just 2% over the previous
ten years (between 1998 and 2008).

e Historically, the economic performance of Hertfordshire has been behind that of Cambridgeshire
and Berkshire and future performance is also expected to lag behind. Between 2011 and 2031,
employment growth for Cambridgeshire is expected to increase by 25% and for Berkshire
(between 2011-2030), employment is forecast to grow by 23%. Supply-side intervention will be
required to achieve this level of employment growth.

e Itisalso clear from the analysis that future employment growth in Cambridgeshire and
Berkshire is expected to be in higher value sectors such as (business services and finance)
whereas in Hertfordshire there is stronger growth predicted in lower value sectors (such as
wholesale, distribution and sale/maintenance of motor vehicles) relative to these other
locations. This could result in Hertfordshire becoming a lower value economy compared to some
of its competitors — without intervention.

e We have also considered employment growth in key sectors (as identified in Section 2) over the
next 20 years and this suggests that the software and digital sector could increase by 4,700 jobs
and the logistics sector could grow by 8,300 jobs. Of the sectors we have considered the
strongest growth is expected in the professional, banking and finance sector which is forecast to
increase by 22,800 jobs.

The remainder of this section is set out under the headings below:

. Forecast Economic Growth

° Comparison with Policy Aspirations

o Raising aspirations: a Look at Competing Areas
. Key conclusions to inform our assessment

Forecast Economic Growth

For the purpose of our analysis, we have primarily drawn upon forecasts prepared by Oxford
Economics using the East of England Forecasting Model (available from the East of England
development Agency). However, we recognise that it is difficult to predict with any certainty
the levels of future employment growth in a particular area and therefore there are a
number of concerns in using employment forecasts. Forecasts can vary depending on their
source. Oxford Economics, Experian and Cambridge Econometrics are some of the key firms
which produce employment forecasts and each of these adopt varying approaches and will
produce slightly different results.

It is difficult to predict future trends at any time but when there have been significant
economic (e.g. recession) and political changes, it is even more difficult to produce forecasts
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which are reliable. Furthermore, forecasts for individual districts and sectors are usually
extrapolated from regional growth forecasts and there are difficulties in preparing forecasts
to this level of detail.

Forecasts can provide an indication of what might happen in terms of future employment
growth but are not definitive. The forecasts should be treated with some caution and as a
result we have drawn upon a number of sources of information to inform our conclusions.
To achieve forecast growth, a sufficient supply of sites and premises of the appropriate
quality will be required.

Further information about the Oxford Economics Forecasts which has been used for the
remainder of this section is set out in the box below.

East of England Forecasting Model (EEFM)

The East of England Development Agency (EEDA) held a contract with Oxford Economics to provide

bi-annual employment forecasts for the region®. The forecasts covered the period to 2031 and were

available by county and district across 28 employment sectors. Three forecasts were produced each

Spring and Autumn to provide a base forecast, low growth forecast and high growth forecast. The key

messages from the most recent, and final, of these base, low and high forecasts (Autumn 2010) are

provided within this section.

The method takes account of the supply and demand of labour and uses location quotients (LQs) as a

starting point (building on Annual Business Inquiry data). Location quotients provide an indication of

the level of concentration of a particular sector in a particular area, relative to the regional average.

Forecast trends in the LQs are based on how they have changed over time as well as how the sector

is expected to perform regionally. Three forms of location quotient are used in the model:

e  Exporting sectors (e.g. manufacturing) — LQ is based on an area’s share of the region’s employees
in a particular sector. Growth forecasts at the local level relate to the ‘interaction of the relevant
LQ forecasts with the regional sector employee forecasts from Oxford’s Regional Model’.

e Service-based sectors (e.g. retail, health) — LQ is based on the number of employees in the sector
per head of the local population. Forecasts for these sectors are driven by forecast changes in the
local and regional population.

e  Business services (e.g. finance, R&D and technical testing) — LQ is based on the number of a
sectors employees relative to all jobs in the area, relative to the regional average. Local
employee growth forecasts for these sectors are calculated through ‘the interaction of the
relevant LQ forecasts with the regional sector employment forecasts from the Regional Model’.

The forecasting method used by Oxford Economics is based on ‘observed past trends only’ and

therefore ‘reflect past infrastructure and policy environments’. They do not take into account new

infrastructure or policy environments that have not yet had an effect on local data. Where past
growth or decline of employment would lead the forecasts to produce extreme figures Oxford

Economics temper these down to produce more realistic extrapolations. Further detail on the

method can be found in Oxford Economics’ Technical Report at

http://www.insighteast.org.uk/viewResource.aspx?id=18086 .

Overview

The table below shows the East of England Forecast Model (EEFM) base case forecast
(Autumn 2010) for each district in Hertfordshire’. Employment is expected to grow by
79,300 (or 16%) across the county from 2011-2031 (FTE growth of 66,845). The majority of
growth, equivalent to 44,800 jobs, is expected in the first five year period (2011-2016). In

® This contract ended on 6™ January 2011.

’ East of England Forecasting Model (EEFM), Oxford Economics, Autumn 2010
http://www.insighteast.org.uk/viewArticle.aspx?id=17083
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the subsequent fifteen year period (2016-2031), only a further 34,500 employees are
forecast.

Due to concern over the accuracy of reporting on forecasts at a district level, we have
instead included information for three areas within Hertfordshire (as defined by travel to
work boundaries). This suggests more significant growth potential (based on past
performance) within West Hertfordshire and Central Hertfordshire.

Table 5-1 Employment Change by District and Time Period (2011-2031) — Full time and part time
employment

BASE SCENARIO (non- Change in Employment (000's)

FTE) 2011-2031 2011-2016 2016-2021 2021-2026 2026-2031
West Hertfordshire 46.4 25.3 12.1 4.3 4.5

Central Hertfordshire 25 12.3 6.3 3.1 3.5

East Hertfordshire

Area 7.9 7.3 2.2 -0.8 -0.8
Hertfordshire 79.3 44.9 20.6 6.6 7.2

Source: East of England Forecasting Model (EEFM), Oxford Economics, Autumn 2010
http://www.insighteast.org.uk/viewArticle.aspx?id=17083

Note: West Hertfordshire: Dacorum, Hertsmere, St Albans, Three Rivers, Watford;
Central Hertfordshire: North Hertfordshire, Stevenage, Welwyn Hatfield;

East Hertfordshire Area: Broxbourne, East Hertfordshire.

Comparisons with Historic Performance

It is also interesting to compare historic employment growth trends with the Oxford
Economic Forecast. The table below compares historic trends for the last ten years with the
Oxford Economic forecast for the next ten years (drawing on the base case, higher growth
and lower growth forecasts set out in Appendix A).

This shows that whilst levels of employment grew by just 2% between 1998 and 2008,
Oxford Economics predicts that employment in Hertfordshire might grow by between 13%
and 18% between 2011-2021. Forecast growth is therefore significantly higher than past
performance (at least seven times higher). It suggests that the structure of the economy
provides significant potential for economic growth and will support demand moving
forward.

Table 5-1 Forecast Growth Compared to Historic Trends

Trend Forecast Growth 2011-2021
Historic Growth Base Case Forecast Higher Growth Lower Growth
1998-2008 Forecast Forecast
Total % Total % Total % Total %
(000’s) (000’s) (000’s) (000’s)
West 11.2 8 374 14.8 48.4 21.6 33.6 10.7
Hertfordshire
Central -7.4 -3 18.5 12.0 24.1 19.4 16.5 12.6
Hertfordshire
East 4.0 5 9.5 10.6 13.4 15.7 8.1 16.3
Hertfordshire
Area
Hertfordshire 7.8 2 65.4 13.1 85.9 17.2 58.24 11.72
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Source: East of England forecasting Model, Oxford Economics, Autumn 2010; ABI Employment Data
Note: West Hertfordshire: Dacorum, Hertsmere, St Albans, Three Rivers, Watford;

Central Hertfordshire: North Hertfordshire, Stevenage, Welwyn Hatfield;

East Hertfordshire Area: Broxbourne, East Hertfordshire.

There is also some variation by district. Historically, the districts with the largest
employment growth were Welwyn Hatfield (+14,300) and Three Rivers (+9,400). According
to the Oxford Economic growth forecasts, Three Rivers is a district which is expected to
experience one of the lowest levels of employment growth (+3,300).

Comparison with Local Employment Land Reviews

The table overleaf provides a comparison with the employment growth targets or demand
projections for each of the ten districts in Hertfordshire (note that caution should be taken
in interpreting figures at a district level and the importance of the table is in showing policy
aspirations). The key points are as follows:

. Summing all of the growth targets or demand projections contained within Council’s
respective Employment Land Reviews (87,700 jobs) gives a total change which falls
between that of the base scenario (72,100) and high growth scenario (101,800).

. The common theme across all Economic Development policies is to attract and
support the growth of higher value economic uses.
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Employment Forecasts: a Comparison with Local Employment Land Reviews
EEFM (various time periods

Geography

West Hertfordshire
Dacorum
Hertsmere

St Albans

Three Rivers
Watford

Central Hertfordshire
North Hertfordshire

Stevenage

Welwyn Hatfield

East Hertfordshire Area

Broxbourne
East Hertfordshire
Hertfordshire

aligned to ELR forecast dates)’

Base

11.0
-1.3
13.7

6.0
3.8

2.2

7.2

15.8

5.7

7.9
72.1

High

14.84
1.51
16.25

9.62
9.49

5.06
8.99
18.18

7.30

10.58
101.8

Low

9.97
-2.26
12.80

5.33
2.67

1.44

6.57

15.02

5.13

6.99
63.7

Demand
Projections

(ELR)!

9.8
11.6
5.9

1.6
2.2

7.1
16.7

7.7

12.7
11.6
87.0

Economic Development Aspirations

Aspiration to attract higher quality employment — especially office at Maylands
Supports wider EDS for Hertfordshire. Recognises need to promote film and television.

Need to broaden economic base (FBS strong). Focus on creative industries, tourism and
environmental sustainability.

Strength of Leavesden recognised. Need to provide local employment.

Would like to be more aspirational and attract sustainable economic growth. Watford health
campus a priority.

Recognises future growth likely to be in knowledge based economy and need for diversification of
economy.

Supportive of significant growth, especially in higher values uses. Strong focus on life sciences,
environmental, advanced engineering.

Potential to support expanding knowledge based industries, strategic distribution and warehousing.
Regenerate employment areas in decline.

Aspiration to broaden economic base and attract office market
Key objective is development of high value jobs locally

Build strengths in R&D, life sciences, IT, hi-tech engineering. Encourage new industries e.g. digital
media and creative, green hi-tech manufacturing, health.

! Note different time periods across demand projections. The demand projections are those set out in the Employment Land Reviews for each district. > OE forecasts have been
adjusted to reflect the timescales for the ELR forecasts. Green = above OE base forecast and Red = below OE base forecast
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Key Sectors

A number of sectors, particularly those within the professional and service industries, are
forecast notable growth while other sectors, such as those within the manufacturing
industry, are forecast considerable declines. The table below shows the ten sectors in
Hertfordshire which are expected to show the greatest increase in employment (both
absolute and % change).

The sector forecast the greatest absolute employment growth is ‘other tradable’ business
services. This sector is forecast a growth of 20,700 employees over the twenty year time
period and covers activities such as legal services, advertising and architecture. ‘Other
tradable’ business services are typically higher value added activities.

Other sectors which are forecast large levels of employment growth across the County are
‘labour recruitment, security and cleaning’ (+13,900 employees), retail (+11,800 employees)
and construction (+11,100 employees). This set of sectors are typically lower end, lower
value added activities although the labour recruitment category can also disguise
employment demand from those sectors which use agencies to source employment on a
permanent or ad hoc (seasonal) basis, some of which will be higher value added
employment activities.

Table 5-2 Top 10 sectors showing growth 2011-2031

Absolute Change(000’s) Percent Change (%)

Business services - other tradable 20.7 Business services - other tradable 52.2

Business services - labour 13.9 Construction 37.8

recruitment, security & cleaning

Retail 11.8 Business services - labour recruitment, 36.9
security & cleaning

Construction 11.1 Other personal services - 31.1
miscellaneous

Other personal services - 7.9 Business services - real estate & 27.0

miscellaneous renting

Wholesale & distribution 7.7 Business services - computer related 21.7

Health 7.2 Retail 20.6

Business services - real estate & 3.8 Business services - R&D, technical 20.5

renting testing

Business services - computer related 3.5 Air transport 18.9

Hotels & catering 3.2 Wholesale & distribution 18.9

Source: East of England Forecasting Model (EEFM), Oxford Economics, Autumn 2010

In terms of employment decline (illustrated in the table below), the greatest declines are
expected in manufacturing industries.
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Table 5-3 Top 10 sectors showing decline 2011-2031

Absolute Change (000’s) Percent Change (%)

Manufacturing - metals & engineering |-7.4 Extraction -57.8

Manufacturing - other low tech -3.0 Manufacturing - other low tech -48.4

Manufacturing - chemicals & process |-2.2 Manufacturing - metals & engineering |-46.5

industries

Public admin & defence -2.0 Water transport -45.7

Education -1.6 Manufacturing - food, drink & -36.6
tobacco

Agriculture -1.3 Agriculture -35.7

Manufacturing - food, drink & -0.7 Manufacturing - chemicals & process |-30.7

tobacco industries

Electricity, gas & water -0.4 Electricity, gas & water -25.2

Manufacturing - other & recycling -0.3 Public admin & defence -12.5

Extraction -0.1 Manufacturing - other & recycling -11.7

Source: East of England Forecasting Model (EEFM), Oxford Economics, Autumn 2010

5.17  An analysis of priority sectors has also be carried out (shown in the table below). We have
drawn on employment forecasts for Hertfordshire and more detailed forecasts which are
available for the East of England region to inform an assessment of the growth potential for
these sectors (further detail is provided in Appendix A). This shows that:

. The software and digital sector is likely to exhibit strong levels of growth, particularly
in computer related business services.

. In terms of the life sciences sector, manufacturing functions and pharmaceuticals
are expected to decline overall. The strongest opportunities in relation to this sector
are in research and development activities relating to life sciences.

. Similarly for advanced manufacturing, the greatest opportunities are in higher value
activities such and research and development, technical testing and analysis. The
same is true for the creative and media sector where opportunities are likely to be
greatest in architecture and engineering and advertising.

. Finally, there are expected to be increases in employment within the logistics and
professional, banking and finance sectors.

Page 69

regeneris

CONSULTIMG



Table 5-5 Economic Forecasts on Employment Growth for key sectors

Sector

Software and Digital

Life sciences

Advanced
Manufacturing

Creative and Media

Green Industries

Assessment

Significant Potential

Greatest potential in
higher value R&D
functions whilst
manufacturing
functions predicted
decline.

Greatest potential in
higher value activities
such as technical
testing and analysis

Growth most likely in
architecture and
engineering and
advertising as
opposed to textiles for
example

No data available

Forecast employment change in Hertfordshire between 2011-

2031

e Most closely aligned to the ‘business services — computer
related’ and ‘communications’ sectors used in OE forecasts.
Total growth of 4,700 jobs.

e Computer related business services are forecast to grow by
3,500 employees (21.7%). Strong focus on N. Herts but
declines in Dacorum, Watford and Welwyn Hatfield.

e Communications is forecast to grow by 1,200 jobs (9.3%).

Growth is forecast in six districts, particularly in Welwyn

Hatfield.

Most closely aligned to ‘manufacturing — chemicals and

process industries’. This incorporates nuclear fuels, minerals,

chemicals and rubber and plastics. This also includes
pharmaceuticals. All manufacturing sectors are forecast to
decline and a 30.7% decline is predicted or 2,200 jobs.

e Health employment is one of the sectors which is forecast to
see most growth resulting in 7,200 jobs across the period.

e |f the figures are combined, this would result in an additional
5,000 jobs.

e Most closely aligned to ‘Manufacturing — Metals and
Engineering’ and ‘Business — R&D and Technical Testing’.

e Metals and Engineering forecast to decline by 7,400 jobs or
46.5%. This is predicted to be most apparent in Stevenage,
Dacorum and North Herts.

e Business — R&D and Technical Testing is forecast to increase

by 1,500 jobs.

Difficult to examine trends using Oxford Economic forecasts

due to challenges in assigning an OE sector group to the

creative and media sector.

e Difficult to examine trends using Oxford Economic forecasts
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Forecast employment change in East of England 2011-2031

e Software and digital sector expected to grow by 15.9% (16,100
jobs).

e  Growth in computer related business services is expected to be
particularly strong at 40% (19,600).

e  Manufacturing of electronics is forecast to decline by 44% (4,600
jobs).

e Communications would increase by 3% (1,100 additional jobs).

e Aligned to ‘pharmaceuticals’, ‘manufacture of instruments and
optical equipment’ and ‘research and development. Overall
increase of 6%.

e Pharmaceuticals is expected to decline by 36% (-2,300 jobs)

e Instruments and optical is expected to decline by 40% (-5,000
jobs)

e Research and development is expected to grow by 44% (9,500
jobs)

e Ten SIC codes have been used to define this sector. Overall
forecast decline of 21% (or 25,700 jobs).

e The aerospace sector is predicted to decline by 30% or 2,000
jobs.

e  Most growth is expected in the ‘research and development and
‘business services — technical testing and analysis’.

e Combing four SIC codes, the sector is expected to increase by 7%
(or 4,700 jobs)

e The greatest increase is forecast in architecture and engineering
(42%) and advertising (41%).

o Textiles (-67%) and pulp, paper and printing (-43%) are expected
to decline.

e Difficult to examine trends using Oxford Economic forecasts due
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due to challenges in assigning an OE sector group to the to challenges in assigning an OE sector group to the green
green industries sector. industries sector.

Most closely aligned to forecasts for ‘wholesale, distribution |e  Similar trends at a regional level.

and sale/maintenance of motor vehicles’ and ‘land and other

transport’. Expected to increase by 8,300 jobs.

e Wholesale and distribution sector is forecast to grow by

Logistics Increase expected

7,700 employees
e Land and other transport is forecast to grow by 600
employees.
Professional, banking |Increase expected e Finance is forecast to grow by 2,100 employees (with the e Similar trends at a regional level.
and finance greatest increase expected in Hertsmere and St Albans).

e Business Services — other tradeable sector is forecast to grow
by 20,700 jobs. This includes architectural and engineering
activities, advertising, management activities (e.g. related to
holding companies), solicitors and legal work.

e Combined, this would result in an additional 22,800 jobs for
this sector.

Source: Regeneris Consulting using Oxford Economic Forecasts, Autumn 2010
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5.18

5.19

5.20

5.21

Raising Aspirations: A look at Competing Areas

In order to further understand and test our assumptions on future employment growth for
Hertfordshire, we have decided to compare the forecasts with two other locations. We have
focused on forecasts for Cambridgeshire and Berkshire, which are both competitors for the
county and which are expected to grow significantly in the future building on their past
success.

Employment forecasts for Cambridgeshire were obtained from the Insight East forecasts
produced by Oxford Economics. Between 2011 and 2031, Cambridgeshire’s employment is
forecast to grow by 70,200. This is a 25% increase compared to Hertfordshire’s forecast
increase of 16%.

Notable growth is forecast in the business sectors, some of which (computer related, other
including call centres and R&D and technical testing) are forecast absolute growth which is
double, triple, or indeed quadruple, that forecast for Hertfordshire over the same time
period. This is reflective of the existing sector strengths in the County, which are supported
by high quality and high profile business parks as well as Cambridge’s international status.
Education employment in Cambridgeshire is also forecast to increase by 6,400 employees
compared to a decline of 1,600 employees in Hertfordshire. This is likely to be a reflection of
the current strengths in education in Cambridgeshire including the University of Cambridge.
In terms of the predicted growth potential of key sectors and how this compares to
Hertfordshire, the following are the key points:

° In terms of percentage change, all Business Services activities are forecast to
increase at a greater rate than for Hertfordshire.

) Finance is forecast an increase of 26.6% which is ten percentage points greater than
the 16.2% increase forecast for Hertfordshire. However, in absolute terms,
Hertfordshire is actually forecast a greater employment change in this sector (2,100
jobs compared to 1,000 jobs in Cambridgeshire).

. Sectors for which Cambridgeshire is forecast a lower percent increase than
Hertfordshire are those in which Hertfordshire demonstrates sector strengths, such
as Wholesale, Distribution and Sale/Maintenance of Motor Vehicles which reflects
its optimum location for logistics operations (reported through a number of our
business consultations); and Air Transport.

. Employment is forecast to decease in all but one of the manufacturing sub-sectors in
the County in both absolute and percentage terms. Interestingly, Cambridgeshire is
forecast marginal growth in ‘Other and Recycling’ manufacturing. The forecast
predicts a growth of 100 jobs in this sector (4.6% increase) in comparison to
Hertfordshire’s loss of 300 jobs (-11.7%).

Employment forecasts for Berkshire were obtained from SEEPB and SEEDA. They were
produced by Cambridge Econometrics in June 2010 and cover a broader set of sectors in
comparison with the Oxford Economics forecasts (9 sectors instead of 28) as well as a
slightly shorter timescale (2011 to 2030).
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Between 2011 and 2030, Berkshire’s employment is forecast to increase by 23%,
demonstrating total growth of 122,600 jobs. This is in comparison with Hertfordshire’s
forecast of 16%. In terms of the predicted growth potential of key sectors and how this
compares to Hertfordshire, the following are the key points:

° Growth is forecast to be greatest in ‘Financial, Business and Other Market Services’
(+102,400 employees, 54% increase), which is in contrast to Hertfordshire.

° Construction, ‘Distribution, Hotels etc’, ‘Transport and Communications’ and ‘Non-
Market Services’ are also forecast to experience growth in employment.

. Reflecting the Hertfordshire forecasts, traditional industries are again forecast to
decline. Agriculture, ‘Mining and Quarrying’, Manufacturing and ‘Electricity, Gas and
Water’ are all forecast employment losses. The largest employment loss is expected
to be in Manufacturing which is forecast a decline of 12,000 employees.

Implications for Housing

It is not a requirement of this work to consider the implications of employment growth in
terms of housing need/demand. The exact quantum by which employment growth will
increase the demand for housing is difficult to predict since this would require us to make
assumptions on the number of jobs which would be filled by residents already living in
Hertfordshire (but working elsewhere) and by people who would commute into the county.

The East of England Forecasting Model (EEFM) does however set out figures on the demand
for dwellings which relate directly to the employment forecasts®. This suggests that between
2011 and 2031, a total of 99,791 additional homes would be required to support the
predicted growth in employment. It is predicted that the greatest level of provision is
required in the Central Hertfordshire area followed by the East Hertfordshire area.

Table x: East of England Forecasting Model (EEFM) Forecast Demand for Dwellings
2011-2016 | 2016-2021 | 2021-2026 | 2026-2031 | 2011-2031

West Hertfordshire area 6,020 6,469 6,117 6,065 24,671
Central Hertfordshire area 11,514 12,189 11,506 10,911 46,121
East Hertfordshire area 6,455 7,523 7,562 7,459 28,999
Total 23,989 26,181 25,185 24,435 99,791

Source: East of England Forecasting Model (EEFM) Autumn 2010
West Herts: Dacorum, Hertsmere, St Albans, Three Rivers, Watford
East Herts area: East Hertfordshire, Broxbourne

Central Herts: North Herts, Stevenage, Welwyn Hatfield

The forecast demand for dwelling figures is higher than the forecast employment growth
(79,000 jobs), and this is due to the fact that they are derived from population forecasts,
with the population expected to increase by 176,300 in Hertfordshire under the model.

The level of projected housing demand from the model, equating to delivery of 4,990 homes

& The figures relate to the dwelling stock needed in an area to accommodate the given number of households assuming
that occupancy ratios are unchanged. This is the stock needed to maintain current occupation rations in the context of a
higher population. The number of occupied dwellings are predicted directly from the population forecasts.
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per annum, is 20% above levels in the adopted East of England Plan. However the draft East
of England Plan 2031 published in March 2010 suggested a reduction in the housing
requirement to an equivalent of 3,580 homes per annum. This also suggested an indicative
jobs target of 108,100. The approach adopted in the Plan therefore seems to be one of
aiming to reduce levels of out-commuting from Hertfordshire over the period to 2031.

Housing affordability is also an important issue for Hertfordshire and any significant increase
in demand for homes could result in rising housing costs. Our discussions with firms located
in Hertfordshire have indicated that housing affordability is an issue but it is not likely to
deter some firms (e.g. major corporate companies locating their HQ in Herts) from locating
in the county. In these instances, recruitment issues due to housing affordability tend not to
be so much an issue for senior staff but for graduates and lower skilled individuals.

The issue of transport and in-commuting is also important. We have considered the impact
of the proposals in terms of transport on a site by site basis. However, we have not been
able to consider the impact in terms of travel patterns (in and out commuting) and
sustainability implications more broadly. The provision of quality employment opportunities
in Hertfordshire may help to ‘claw back’ commuters that currently travel into London or
elsewhere to work and as such, additional employment on strategic sites could help to
reduce travel and improve sustainability issues. The quality of jobs provided on strategic
employment sites provides the best opportunity to ‘claw back’ out-commuting.
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Supply Assessment: Review of Strategic
Employment Sites

This chapter considers the potential supply of strategic employment sites in Hertfordshire
against an agreed definition, and then considers the relative performance of each location
against a number of core criteria.

A summary of Key Points
e There is no one agreed definition of strategic sites. Nevertheless, we have identified a range of
criteria for assessing sites (based on the RSS and previous ARUP research).

e Sixteen sites have been identified and assessed against the criteria. The following are considered
to represent existing strategic employment sites and categorised as indicated:

Hatfield Business Park, Hatfield - Major Business Park

Gunnels Wood, Stevenage — Strategic Mixed-Use Employment Site
Maylands , Hemel Hempstead — Strategic Mixed-Use Employment Site
Watford Town Centre, Watford — Major Town Centre Office Quarter

O O OO0

e Opportunities for regeneration and/or growth of all of the above sites in the period to 2031 have
been identified. This includes proposals for development of new office quarters at Watford,
Stevenage and Maylands (Gateway). This will strengthen these existing strategic sites.

e |n addition to the above there are a number of companies and premises which or are of strategic
significance to key sectors. These are:

0 GSK, Ware and Stevenage (including Bioscience Campus at Stevenage)
0 Building Research Establishment (BRE), Brickett Wood
O Leavesden and Elstree Studios (in regard to the film sector)

e A selected number of opportunities have been identified for delivery of additional strategic
employment land provision subject to market demand in order to develop the sites and premises
offer over the period to 2031. These are:

0 Park Plaza sites, Waltham Cross — Potential Premier Business Park
0 Knebworth Innovation Park — Potential Science Park
O Regeneration of Watford Business Park

e The opportunity for regeneration at Watford Business Park of strategic significance is dependent
on delivery of the Croxley Rail Link. It is considered that a new science park at Knebworth would
need to be supported by major inward investment with delivery coordinated with the wider
regeneration programme for Stevenage.

e |n addition to the above, Watford Health Campus offers opportunities of strategic significance for
the development of the health sector.

e A wider range of potential development sites have been examined, some of which could be
strategic in nature or of strategic significance, but they have a number of delivery risks or other
issues which could prevent development in a medium-term horizon. These include development
at Radlett Aerodrome, Brickett Wood and Harlow North and redevelopment at BRE. These sites
should be kept under review.
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6.7

e Potential employment development at London Road St Albans and Bishop Stortford is
considered to be of local rather than strategic significance at the county/regional level.

The remainder of this section is set out under the following headings:

. Definition of strategic sites

. Selecting a potential pool of strategic employment sites
. Broad assessment of potential sites

. Summary Appraisal.

Definition of Strategic Sites

There is no definitive guidance on the ways in which strategic employment locations for
employment development should be defined, reflecting the range of designations in use and
the ways in which these are interpreted.

The Arup Study’ identified five key themes, each with a number of individual criteria to
define strategic sites. These themes were based around the future scale and significance of
the site, their ability to accommodate leading edge/growth sectors and fit with prevailing
planning and transport policies.

Below, we set out a framework definition for the consideration of strategic sites. This has
regard to our previous work, definitions used elsewhere, (e.g. employment land review
guidance) but also draws extensively on the previous Arup work.

We are of the view that a strategic site should be of a scale, location, quality and
prominence and have sufficient capacity to be attractive to key businesses and those within
high value-added and growing sectors, together with inward investment.

In determining whether a site is of strategic significance, we consider that the following
represent the key considerations. The site must be:

. Of an appropriate scale: capable of accommodating regional strategic development,
which could not equally be accommodated elsewhere.

> Only existing sites with redevelopment or expansion potential or new sites
are suitable
> Sites should be capable of delivery within the plan period i.e. 2031
. Of an appropriate quality: high quality sites which are attractive to national and

international investors and key employers in Hertfordshire;

® Strategic Employment Sites, Arup (May 2009)

19 At this stage we have not set a size threshold for the consideration of strategic sites as requested by the steering group.
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> The site should be of regional/inter-regional/or national significance and
capable of raising the profile and economic performance of the region and
Hertfordshire.

> The site should provide sufficient employment to support sub-regional scale
labour catchments.

> The site should accommodate uses that serve regional or national markets
(e.g. HQ or where there is a large market share).

> Where it is an existing site, there should be evidence of market appeal and
its perception relative to other locations in the county should be taken into
account.
. Able to build a clear identity: a clear identity/ brand and future vision for the site:
> The site should have a clear focus (e.g. office, manufacturing, research or

distribution/logistics employment). In particular, in Hertfordshire there is an
aspiration to support high value added, knowledge based sectors.

> The quality of the floorspace, environment and amenities should be
sufficient to accommodate large scale users or higher value added uses,
which fit with the overall strategy for that site.

. Able to demonstrate a good fit with wider policy. In particular sites should:

> Accommodate leading edge sectors. Key sectors identified in the Economic
Development Strategy for Hertfordshire include: life sciences; high tech
engineering/software development; digital creativity and media; low carbon
firms.

> Accommodate uses that add to the ‘economic base’ of the region and are
clear economic drivers. At a Hertfordshire level, there is an aspiration to
attract and retain higher value added employment and increase the
productivity and competitiveness of the county, whilst delivering a low
carbon economy.

> Offer (or have the potential to offer) high levels of accessibility by public and
private transport and be consistent with transport policy.

> Be (or have potential to be) consistent with current and emerging planning
policy.

Selecting a Pool of Potential Strategic Sites

A pool of 16 sites have been assessed and their locations are illustrated on the map below.
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Figure 6-1 Sites which have been Assessed

[ -

LAY R v e~ PRGN I SR

Source: Regeneris Consulting

6.9 The sites which have been assessed have been derived from three sources as set out below:

. First, four existing strategic sites were identified in the Arup Regional Strategic
Sites Study:

> GSK Cluster (Stevenage, Harlow, Ware)
> Gunnels Wood, Stevenage

> Maylands, Hemel Hempstead

> Leavesden

. Second, a further eight existing or potential sites identified by partners in the
initial phases of this study*

> Park Plaza & Maxwell’s Farm, Broxbourne
> Hatfield Business Park
> Croxley Business Park & Watford Business Park

' These were identified during the Inception Phase of this study which involved one to one discussions with each of the
ten districts in Hertfordshire. Sites which have development potential were identified.
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> Watford Junction

> Knebworth Innovation Park, Stevenage
> Watford Health Campus
> Bishops Stortford
> Land at the Building Research Establishment in St Albans
. Third, four other potential strategic sites/locations were identified by the

consultant team following the inception phase which included a review of
background information and a strategic transport assessment (looking at commuting
patterns, access to a labour force and the strategic road and public transport

networks):

> Harlow North

> London Road, St Albans

> Radlett Aerodrome

> Land North of Bricket Wood

A number of sites were identified during the inception phase as having the potential to be
considered strategic employment sites, however following an assessment of their potential
against the definition, these were ruled out and not considered further (despite recognition
that they already/have potential to play an important role for the county). These sites are:

. Sites in the North Hertfordshire District: including Royston, Baldock and Hitchin.
. Sites in the East Hertfordshire District: including Foxholes
. Sites in Three Rivers: including the Elstree Way Corrdior and Centennial Park (which

have little additional development capacity)
. A site in St Albans: Roehyde.

The definition does not mean that other sites are not important to the county’s and local
economies. Indeed some of these provide high quality modern floorspace (such as
Centennial Park in Elstree; or are substantial in scale, such as Elstree Way) and other
locations are important to key sectors such as Elstree Studios. However, taking into account
the agreed definition above, the 16 sites which have been identified warrant further
consideration.

Broad Assessment of Potential Sites

A site by site assessment is provided in the remainder of this section. The analysis should be
read alongside a more detailed transport/accessibility assessment provided in Appendix A.

To assist in assessing the strategic sites offer, we have sought to classify sites around the
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following:

Strategic Employment Sites Classifications

1) Premier business parks — these appeal to international occupiers and have regional and
national profile. It is at an ideal location, close to existing markets and major employment
centres; is in close proximity to the motorway network and airports, and has strong public
transport infrastructure. It provides a range of infrastructure, high quality landscaping and
amenities on-site (and thus must be of a sufficient scale to support these).

2) Relative to ‘premier business parks,” other large scale business parks — these are more
modest in scale and with a more sub-regional or local profile and occupiers. They are
landscaped and branded, and provide a high quality of environment.

3) Strategic mixed employment sites — defined as being of a substantial scale, often over 30ha,
and with good local and strategic road access, and provide accommodation for a range of
indigenous / local occupiers and multi-nationals. They act as important focal points for
employment at a sub-regional (and sometimes regional) level.

4) Major town centre office quarters - locations which demonstrate a critical mass of office
floorspace, and provide larger floorplate units which can accommodate and are attractive to
businesses with a national/ international presence. These are often in the larger towns.

5) Single user/sector sites and locations — this category has been included to recognise that
there are sometimes key employers which are of strategic importance to a sub-regional or
regional economy, which support economic clusters. These can form part of broader
employment locations, but can equally be sites in single ownership located separately.

Sites which are identified as falling within one of the five classifications above are recognised
as being strategic employment sites. Some of the sites which we have reviewed are smaller
sites or are sub-regionally significant and therefore are not considered to be regionally
significant strategic sites for the purpose of this study.

GSK Cluster

GlaxoSmithKline (GSK) is the largest pharmaceuticals company in the UK. It is British-owned,
with headquarters in Brentford (on the M4) and has 22 sites across the UK. Four sites are
within or near Hertfordshire, which comprise:

. Pharmaceuticals & R&D Facility — Stevenage
. Manufacturing & R&D Sites — Ware
° Pharmaceuticals & R&D Facility — Harlow (New Frontiers Science Park, Pinnacles — 2

sites). GSK are currently consolidating activities on this site with those in
Hertfordshire.

The cluster is effectively spread over 5 sites in that there are two separate facilities, albeit
adjacent to one another, at Ware; and similarly two sites at Harlow (North and South). The
company thus has a substantial presence in/around Hertfordshire.

GSK'’s site in Ware comprises a manufacturing site with some office accommaodation (Priory
Street) together with an R&D facility (Park Road) located immediately to the west.
Employment is around 1,600 persons.

The Ware site is accessible, via the B1004, to the A10; providing a reasonable level of access
to the strategic road network. Access is signposted. It benefits from a number of on-site
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amenities, including catering and sport/recreation facilities (on-site sport and social club)
and is located close to Ware Town Centre. Environmental quality is high, the location
offering a canal side frontage and with a park/open space adjacent. Consistent corporate
branding and signage is provided. Parking is available on-site (including within a multi-
storey) however there is evidence of some overspill on-street parking suggesting some
parking / land constraints. Public transport access is reasonable, and the site is within
walking distance of the rail station. Strategic public transport access is average.

The Ware site is reasonably intensively used, and any further development is likely to
depend on the strategic decisions of the business.

GSK has had a large presence in Harlow spread over two sites, termed the New Frontiers
Science Park ‘North’ and ‘South’ which are separated by a car park. Buildings are of a mix of
ages. The site benefits from reasonable strategic road access, via the A1169. As with the
other sites, it is clearly branded and security is high. Environmental quality is average, as is
provision of local amenities (albeit that there is likely to be some provision onsite). Parking
provision appears adequate and there is a reasonable level of local public transport access;
although the site is located at some distance from the rail station.

GSK are currently consolidating activities at Harlow to sites in Hertfordshire. It is understood
that the Health Protection Agency may be moving to part of the land released.

GSK’s Stevenage site is the most visible, and comprises an ageing R&D facility located on the
south side of the town and the Gunnels Wood employment area, adjacent to the A1(M) and
Junction 7. It is a high profile location, visible from the motorway with easy access.
Environmental and public realm quality is average, but the site has clear signage and
branding. There is on-site parking provision for employees. Local buses are likely to link the
site to Stevenage Station, which provides a good rail service at the local and national levels.

Phase | of the development of a £37 million Bioscience Park at the site to provide a hub for
biotech companies is currently being developed, funded by Government, GSK, The Wellcome
Trust, Technology Strategy Board and EEDA. It is expected to generate 1,500 jobs and
support spin-offs and clustering of businesses in the bioscience sector. Site preparation
works are currently ongoing.

It would be possible to argue that it is the business, or the sub-regional cluster, rather than
the individual sites which are ‘strategic.” Therefore our assessment concludes that that there
are strategic activities on site. Each of the sites is large, self-contained and (to some degree)
secure and can effectively be regarded as a Single User Site. We would expect that further
development and job creation would be guided by the corporate decisions of the business.

The exception which needs to be made is in regard to the Bioscience Campus at Stevenage,
10ha in size, which will provide a focus for innovation and investment. This is clearly of
strategic economic significance for the lifesciences/pharma sector.

Gunnels Wood, Stevenage
Gunnels Wood is a 202 hectare employment site on the western side of Stevenage, adjacent

to the A1(M). It was designated by the 1949 Masterplan for the Town and is one of the
largest employment sites in Hertfordshire. It is home to 300 businesses and 18,800
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employees™ The area has evolved from an industrial focus to accommodate a mix of B-class
employment activities today.

The A1072 Gunnels Wood Road provides good access through the site and to the A1(M)
Junction 7. Stevenage Rail Station is located to the east of Gunnels Wood alongside Lytton
Way, providing local services and express train service to London, Yorkshire and the North
East. Local bus services run through the site. This is a sustainable location, within walking
distance of the town centre and a key transport hub. There is limited provision of amenities
within Gunnels Wood itself.

The site accommodates substantial economic activities across a range of sectors and
company sizes, but there is limited organisation of land uses, which impacts amenity. The
quality and age of built stock, environmental quality, and provision of parking and public
transport all vary across Gunnels Wood. Investment is required to improve environmental
quality and to deliver modern floorspace. Industrial rents are around £5.50 psf.

Stevenage Borough Council has developed a draft Area Action Plan for Gunnels Wood,
building on a masterplanning process, to guide future investment and provide a framework
for the progressive upgrading of the employment site. This is based on enhancing
employment densities and the area’s overall character. The masterplan proposes
remodelling to create an office hub close to the station (termed Silkin Park), landmark
buildings at key locations and a coordinated approach to investment in public realm. It is
envisaged that this will deliver 70,000 sg.m of net new B-class development between 2001-
26.

The Silkin Park area which is identified for office use is 19ha in size and focused around the
Leisure Park. It is predominantly in existing, active use and comprises multiple ownerships. A
number of larger employers such as EADS Astrium and Aeroflex occupy key sites. Piecemeal
(as opposed to comprehensive) redevelopment is envisaged by the draft Submission AAP
over the medium-term, linked to town centre regeneration.

Mixed use redevelopment of the leisure park is proposed within the Town Centre AAP
Preferred Options document. This envisages creating a mixed use urban quarter, including
active ground floor uses including retail and leisure together with office, hotel and
residential uses as part of a higher density development scheme.

Given the proximity to the station and prospect of town centre regeneration, the Silkin Plaza
and Silkin Park developments have the potential to deliver improvements in office
floorspace supply in the town subject to market demand, but is likely to phased over a
sustained period.

Stevenage has a limited office market at present, and current office rents are low at £14 psf
and currently insufficient to support a major new office development scheme. Delivery of
the wider growth and regeneration agenda will be important in supporting market
confidence and attracting investment to deliver an office-led scheme at Silkin Plaza. This will
influenced by market perception and phasing of development and is considered further in
Section 8.

2p1z (2006) Stevenage Employment Land Review
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GlaxoSmithKline’s R&D facility is located on a secure site at the south of Gunnels Wood. This
will be primarily accessed by the roundabout at the junction of Broadhall Way and Gunnels
Wood Road. Within the GSK site, planning consent has been granted for delivery of a
BioScience Campus comprising 10,000 sq.m of Blb/c floorspace. Preliminary works to
support Phase 1 development, which has received funding from the Government, Wellcome
Trust and EEDA. It will provide a supporting environment for early-stage biotechnology
companies, strengthening innovation and supporting the bioscience/pharmaceuticals sector
in the sub-region (as discussed above).

On the south side of Gunnels Wood, Goodman has also developed the Arlington Business
Park (10ha). This provides primarily Blc light industrial and workshop space, with some
office development, developed primarily for freehold occupation. Occupiers include Gates
Ford, GO International and Avanti Brooks. The site has been developed since 2005 with one
0.95 ha (2.35 acre) plot remaining which was been sold to HPG Developments in 2008 and is
currently being marketed.

Business Perceptions of Gunnels Wood

e The site has excellent transport links with good access to rail and road across most of the site
(some, such as GSK are further away to the train station which makes public transport access
more difficult).

e There are a number of established businesses on the site such as EADS which have a strong
affiliation to the area.

e Due to the fact that some firms have been located there for some time and expanded, some are
constrained in terms of future growth opportunities at their site.

e The main issue cited with regards to Gunnels Wood was congestion.

e  Other concerns related more to the wider area, for example firms felt that the town centre in
Stevenage was poor and suffers from problems associated with its image. Other issues relate to
poor education and housing for employees.

Gunnels Wood is considered a Strategic Mixed Use Employment Site. Its scale supports sub-
regional labour catchments, a wide range of economic activities and likely internal supply
chains. It contains a range of activities and property types, supporting its attractiveness to:

° Lifesciences;

. High-tech manufacturing/engineering;
° Small-scale / start-up businesses;

° General manufacturing/ industrial;

. Environmental technologies;

° Back/ general offices.

There are notable opportunities for redevelopment and regeneration in the medium-to-long
term associated with delivery of the Silkin Park and Silkin Plaza proposals within the
emerging Gunnels Wood AAP to deliver additional and higher quality office floorspace.
Immediate development potential comprises the former Kodak Site (3.44 ha) and the land
adjacent to Whittle Way (0.95 ha).
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Maylands Business Park

Maylands is one of the largest employment areas in the region, home to over 600 businesses
and employing an estimated 16,500 people. It is located on the eastern side of Hemel
Hempstead, close to Junction 8 of the M1.

The site is home to a mix of employment uses, ranging from large warehouse/distribution
units, industrial units and larger floorplate office space. Office floorspace is currently
concentrated on Maylands Avenue and at the Breakspear development on the south side of
the A414 (occupied by BP). Office rents have however fallen from £17 to £13.50 psf and
there is a recognised oversupply of office accommodation.

Following the Buncefield Oil Depot explosion in 2005, the Council produced the Maylands
Masterplan. This proposes to rationalise land use, improve environmental quality and
sustainable transport access, as well as the area’s green credentials. It proposes delivery of a
new, high quality mixed use centre to the area — the ‘heart of Maylands’ — to provide
improved amenities; together with a new high quality business park, ‘Maylands Gateway’
focused around the A414 Breakspear Way — the entry point to the town from the M1.
Considerable land is available at Maylands subject to market demand.

Maylands provides substantial areas of land for new development, clustered close to
Buncefield and around the A414. The high quality ‘People’s Building’ at the south of
Maylands Avenue has set new standards in terms of building and public realm quality and
achieved rents of £18 psf. This however remains notably below other employment centres in
Hertfordshire and there has been no further development since the first phase in 2003.

Maylands Gateway offers 60 ha of land which is in the ownership of the Council and HCA.
There is further development potential on Kier and third party land opposite; as well as in
the zone close to Buncefield. Development land is either greenfield or cleared. The
Masterplan provides a planning framework to guide development.

While the site benefits from strong access from the motorway network, given its proximity
to M1 Junction 8, the office market at this location has not performed strongly. The site has
been marketed for a number of years but has yet to attract a developer/investor. Public
transport accessibility to the site is a key weakness, as are environmental quality (which is
varied) and provision of local amenities. Delivery of the masterplan could help to address
these, improving environmental quality along key corridors, and delivering new amenities as
part of the ‘heart of Maylands’ project. An Esporta Health & Fitness Club has recently been
developed and work is ongoing to develop a Green Transport Plan.

The site is an established location with good strategic road accessibility. Existing larger
occupiers tend to be engaged in industrial or distribution activities. While the site is likely to
remain more attractive for B2 and B8 activities and current perceptions are of it are mainly
as an industrial location, there remains an opportunity over the longer-term to attract major
footloose office occupiers if supported by strong and coordinated marketing and public
sector investment.

Business perceptions of Maylands
e One of the main strengths is that the site is cost effective relative to other locations.
e The site is located some way from the train station and there are poor public transport links. As a
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result many people drive to work and there is insufficient car parking on site which has led to
tensions.

e The employment area is generally perceived as having a poor environment and negative image.
The Buncefield site is particularly poor, creating a negative image for visitors to the site.

e There are a lack of facilities and amenities for employees such as shops and restaurants.

e Congestion was cited as an issue with the number of lorries using the employment area creating
perceived issues for some firms on the site.

e There is evidence that some firms are wishing to relocate from the area. This in part stems from
the fact that some firms feel that they are not aware of any improvement to the area despite a
lot of work being carried out in the past including a masterplan for the site.

e Some existing firms feel that the site is likely to be unattractive to new companies, particularly
office occupiers wishing to move to the area.

We would classify Maylands as a Strategic Mixed Employment Site. As with Gunnels Wood
it offers significant regeneration potential. Potential suitable sectors comprise:

. Lifesciences

. High-tech manufacturing/engineering
° Large warehouse/distribution

° General manufacturing/ industrial

. Environmental technologies

° Back/general offices

. Professional banking and finance.

Leavesden Park

Leavensden Park is a former aerodrome site located to the south of the M25 on the north
side of Watford, although the floorspace falls within Three Rivers District. It comprises
Leavensden Studios, now owned by Warner Brothers, together with MEPC’s Leavesden Park
development at which two large floorplate Grade A office buildings have been built out in a
landscaped, business park setting. Occupiers include Brighouse, lawyers Pitney Bowes and
BT.

The site provides a limited amount of Grade A office floorspace, but has not performed well.
BT took a pre-let for an 17,930 sq.m HQ building in 2000, but the MEPC stuggled to find
tenants for the second building, which has been let only since the space was subdivided. We
consider this to reflect a lack of critical mass, amenities and public transport accessibility.
The site is reasonably located with regard to the strategic road network, with access from
M25 Junction 19 (restricted) and Junction 20 via the A41, however access by public transport
is limited. Rents are comparatively low at c. £18.50 psf.

We understand that a planning application has been submitted proposing mixed use
redevelopment of the remaining allocated employment land, which does not include further
commercial office development. We understand that the Councils are supportive in principle
of this. In this regard and given the lack of existing critical mass of employment at this
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location, we consider that the site supports strategic activities, related to the creative/film
cluster, rather than this being an existing strategic employment site in regards to the
County’s overall investment/ sites and premises offer.

It is understood that Warner intends to invest £100m in the site in developing a Harry
Potter-related tourism attraction at the site, alongside its continued use for film production.
Warners’ purchase represents a major inward investment and will support the film sector
nationally. This will help to reinforce the strategic significance of the cluster within the
County.

It is recognised that Elstree Studios also supports strategic activities but this site has not
been considered here due to the fact that there is not considered to be immediate
development potential on the site.

Park Plaza & Maxwell’s Farm, Waltham Cross

There are a number of areas of land adjacent to Junction 25 of the M25 at Waltham Cross
which are addressed collectively herein.

Park Plaza - East of the A10

Park Plaza in Waltham Cross is a 25 hectare site north of M25 Junction 25 and adjacent to
the A10 which was allocated in the Broxbourne Local Plan, which was adopted in 2005.

The Local Plan policy identifies the site as suitable to meet the needs of firms associated
with specialist technological activities or activities in the regional/ national interest, with
development guided by a planning brief seeking high quality (B1) business development and
complementary uses (hotel, training facilities, amenities).

News International purchased the southern portion of the site in 2004 and has developed a
printworks, 83,164 sq.m in size and comprising a warehouse and adjacent service centre
which opened in 2008. A hotel (Travel Lodge) has also been constructed.

A 2.1ha plot on the southern part of the site has outline consent for B1 office development
with potential for a landmark office building of 25,000 sg.m (gross). However it is
questionable as to whether sufficient parking provision can be provided to support this
volume of development thereby affecting the market attractiveness of the proposal®.

A further 8.55 ha at Park Plaza North remains undeveloped. A revised development brief for
the site sets out a requirement for a comprehensive planned scheme with iconic buildings
which include business, high technology industries, research and development floorspace
and possibly ancillary uses such as a hotel. The Council’s aim remains to deliver a distinctive
high quality development of national and regional significance. The development brief
identifies appropriate uses and business and general industry (B1 and B2), with an aspiration
for headquarters office development or activities in key higher-value sectors, further hotel
development, or a medical facility/hospital. B8 development is not considered acceptable.

The site benefits both from its motorway junction location on the M25 and from visibility

3 Derek Wade Waters (2010) Broxbourne Employment Opportunity Report
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from the motorway. It is currently accessed from a signal controlled junction on the A10. We
understand that further development will be required to contribute to widening of M25 slip
roads. As yet there are no on-site amenities, although a unit is being marketed for
restaurant/café use.

Park Plaza West and Maxwell’s Farm

Broxbourne Council’s Submission Core Strategy indicates the potential for further
development in this area, on what is currently green belt land, as part of a ‘longer-term
strategy’ to release the site from the green belt and attract office-based activities and
higher-value added activities in key sectors. Two sites are identified in the ‘Southern A10
Corridor Area of Search’ comprising Park Plaza West (40 hectares), adjacent to the M25,
west of the A10; and to the north of this at Maxwells Farm West (26 hectares). The former
particularly is considered suitable for high quality business park development.

There is sufficient land available to deliver a major business park subject which could prove
attractive to major occupiers looking for a highly prominent and well accessed location.
There are few comparable prospective business park locations on the M25, in terms of sites
within the northern quadrants of the M25 with immediate accessibility to the motorway and
sufficient scale to deliver a premier business park. A business park of 120,000 sg.m + could
be delivered in terms of the land available.

The site’s M25 location coupled with the land potential could make the site attractive to
investors and national/international occupiers subject to market demand from. There is
sufficient land to support substantial development. Emerging policy is supportive. The site is
therefore considered as a potential location for a Premier Business Park.

Future Development Potential

As the Broxbourne Employment Opportunity Report states, it would be easy to conclude
that the release of land on the sites in this location for B8 warehousing/ logistics uses would
generate demand, and would be arguably easier to deliver. This reflects the location’s strong
strategic road accessibility and current market conditions. This would not however deliver
the aspirations set out in the Council’s emerging Core Strategy (or the existing development
brief in respect of Park Plaza North) or fully capitalise on the opportunity which this location
presents.

There is sufficient land available at this strategic location on the M25/A10 junction to deliver
a critical mass of employment floorspace attractive to major occupiers and support on-site
amenities. Significant investment would be required to improve public as well as private
transport access. A new market image would also need to be created. However we consider
that there is good potential to deliver in excess of 1 million sg. of employment floor space at
a strategic location with excellent prominence. We also note that Park Plaza West has
attracted new investors keen to promote the site. Timing will largely be dependent on
achieving the necessary planning certainty and the state of the occupier market.
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Business Perceptions of the Park Plaza area

e Akey strength of the Park Plaza North site is perceived to be the excellent transport links.

e However, one issue is that there are poor facilities for employees in close proximity to the site.

e The existing occupier is likely to be favourable towards new development since this could result
in benefits such as improved access to existing sites and improved facilities.

It is considered that this site offers particular opportunities to support the following
activities:

. High-tech manufacturing engineering;
. HQ/Prestige office functions;
° Financial and business services.

As with any new strategic site, it is likely that significant investment would be required to
stimulate the market including in addressing transport issues and provision of amenities.
There are also practical and policy challenges associated with the location of land to the
west of the A10 within the Metropolitan Green Belt.

The collection of sites at this location, which we refer to as Park Plaza, have the potential to
become a major or premier business park subject to market demand and resolution of
policy and infrastructure issues.

Hatfield Business Park

Hatfield Business Park is a modern business park developed by Goodman over the last 20
years following the closure of the British Aerospace plant at Hatfield Aerodrome. It provides
a mix of employment floorspace (principally HQ Office, R&D and distribution uses) in a high
quality, landscaped environment over 400 hectares and provides 3.5 million sq.ft of business
space providing 10,000 jobs.

Key occupiers are T Mobile (HQ function), Veolia Water (offices), Eisai (pharma),
Computacenter; Ocado, DHL, Booker and Royal Mail (distribution). Larger occupiers
predominate, although there are a number of smaller business units located within the io
centre.

The site is accessible from the A1(M) Junctions 3 and 4 (via the A1011 Comet Way). While it
has strong access to the motorway network, it is not directly ‘visible.” There is a consistency
in the quality of environment, landscaping, public realm and signage on site which is
replicated at few other locations in Hertfordshire. High quality office space is currently
letting for £18.50 psf.

The site is adjacent to the district centre developed at Bishops Square, which provides a
range of local amenities including several restaurants, a Travellodge hotel. There is a large
leisure club, operated by David Lloyd, on Tamblin Way. The provision of amenities is thus
strong. The site is served by a regular bus service which connects it with Hatfield Rail Station,
as well as the Town Centre and the Galleria. Real time information is provided at bus stops.

A campus of the University of Hertfordshire is located on the south side of the site
(DeHaviland Campus).
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16ha of land remains available for development, primarily on plots to the west of Mosquito
Way. This comprises the following plots, which benefit from planning consent:

Plots 4000-4600 22 acres (up to 550,000 sq ft)
Plot 5000 9.5 acres (up to 200,000 sq ft)
Plot 5600 3.85 acres (up to 80,000 sq ft)
Plot 6000 3.85 acres (up to 65,000 sq ft)

We consider this to be one of the highest quality employment locations within the County,
reflecting both its location, the quality of environment, and strength of public transport and
local amenities. It is one of the only high quality business park locations in Hertfordshire
located on or close to a motorway junction. It is an established and successful employment
location, which has demonstrated its ability to attract inward investment (T-Mobile from
Watford, and more recently Eisai). The Councils may wish to consider the extension of site in
the medium/ longer-term, potentially to the west or north linked to residential development
options, subject to market demand and detailed feasibility testing.

Business Perception of Hatfield Business Park

e Hatfield Business Park is perceived to be a strong location by existing firms on the site.

e Businesses have been attracted to the area due to the high quality business park which is on
offer. The site is well maintained and projects a good quality image not available in other parts of
the county.

e The ssite is in an excellent location with good road links (A1/M1) and rail links.

e |t was felt that there was a lack of available sites of this quality across Hertfordshire.

e |n addition, Hatfield Business Park could do more to promote the existing site and to attract
additional development.

We would classify the site as a Major Business Park. In our view it does not at this stage
have sufficient critical mass or profile to be considered a Premier Business Park.

Watford Junction

Clarendon Road in Watford is currently the town’s main office location, linking the Town
Centre and Watford Junction Train Station. It contains large floorplate office accommodation
in 4/5 storey blocks, occupied by a mix of financial and professional service occupiers and
HQ functions, as well as a Regus Business Centre providing space for smaller businesses.
There is a strong representation of corporate occupiers including RBS, Vinci, Arup, Baker
Tilly, TK Maxx, KPMG and Clydesdale Bank.

Public transport accessibility is strong, reflecting proximity to Watford Junction station which
provides regional and national-level train links (to the Midlands and the North), as well as a
coach service to Heathrow Airport. Car parking provision is more restricted than at other
locations. Environment and public realm quality is reasonable, and a range of amenities are
provided closeby within the Town Centre.

As we have identified, prime rental levels have held steady at £20.50 psf. However the stock
of accommodation is ageing, with limited new-build development over the last 10 years.

Business Perceptions of Watford Junction

e Watford Junction is perceived to be a cost effective location (relative to elsewhere e.g. London).
e There are good train links into London and other parts of the country.

e  Proximity to the town centre is also perceived to be a strength.
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e One of the key concerns relates to congestion and insufficient parking.

We would classify the site currently as a Major Town Centre Quarter. It is attractive to the
following sectors:

. HQ/ Prestige Office Functions
° Financial and Business Services

There is potential for redevelopment of older office blocks over time, and a current site (1
acre) being marketed for refurbishment/redevelopment. The potential at Watford Junction
relates primarily to the opportunity to deliver new employment floorspace around the
station, on sites identified within the Watford Junction Development Brief. These includes
sites on the opposite side of the rail line.

Across the railway line is the mixed employment area at Colonial Way, which contains a
range of B class uses. This includes a number of ‘back office’ office occupiers, including
within the Belfrey Centre as well as HSBC; albeit that the focus of activities is industrial. The
potential for further development of this successful office quarter onto rail lands and the
Colonial Way area warrants further exploration.

The wider development potential at Watford Junction coupled with the scale of its existing
market and accessibility warrant consideration of the potential for the site to become a
Premier Business Location subject to market demand and detailed feasibility testing,
including the potential to support infrastructure investment.

Croxley and Watford Business Parks

We have sought to address Croxley and Watford Business Parks together, because of both
their physical adjacency and the opportunity which potentially exists for redevelopment of
Watford Business Park, building on the product and profile of Croxley, adjacent.

Croxley, owned by Greenhills Real Estate, provides 640,000 sq.ft of office floorspace in a
high quality landscaped setting. It was developed in 1983, is well branded and includes a
number of amenities including the ‘waterside café.’ It provides for corporate and HQ offices,
with existing occupiers include GE Money, Ferrero UK, Standard Life, and Mediatonic.
However the vacancy level is above average and the rental tone has fallen from £20 to £16-
17 psf (dependent on a long-term lease).

A regular bus service serves the site, and it is within walking distance of the Metopolitan Line
station at Croxley. However should the Croxley Rail Link be delivered, the site would benefit
from adjacency to an Underground rail station providing strong public transport accessibility.
This could have a critical impact on the strategic importance of this area.

Watford Business Park is immediately adjacent. It is older and more industrial in character.
While generally well occupied, environmental quality is below average; and there is a higher
proportion of older properties and a number of vacant warehouse plots. The site caters for a
range of B-class activities including a data centre (Sentrum). There is evidence of some
overspill on-street parking. There are a number of amenities nearby, including a pub and
hotel. The Council’s Employment Land Review identifies sites/building with development
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potential for 21,000 sg.m.

Overall Croxley provides a high quality campus environment, and well managed space but
lacks critical mass and has an above average vacancy. The mixed pattern of occupancy and
leases in the Watford Business Park will complicate delivery. There is an opportunity for
progressive upgrading of the employment offer subject to detailed viability testing (linked to
the prospective transport improvements through the Croxley Rail Link) to deliver critical
mass, which will provide the potential in the longer-term for the site to take on a more
strategic role. We thus regard this as a potential strategic site and major business park.

Business perception of Croxley Business Park

e Croxley is well located for motorway access.

e |tis considered to be a good quality business park but facilities for employees could be improved
(the management company may provide this in the future).

e The main disadvantage is the fact that the site is not located in close proximity to a town centre.

Assessment of Other Potential Locations

We address below ‘potential’ locations which might be able to accommodate strategic
employment provision.

Knebworth Innovation Park

Knebworth Innovation Park represents a potential greenfield site at Stevenage immediately
adjacent to, and accessed from, A1(M) Junction 7. The land is owned by and forms part of
the Knebworth Estate. The site benefits from a motorway junction location and visibility, and
location of an existing Novotel Hotel. We understand that the site has previously been
promoted to Stevenage Council. It is included as a location for future employment
development within the Council’s draft Core Strategy. The draft Strategy identifies the site
for a new high-quality innovation park of c. 65,000 sq.m employment floorspace capable of
attracting R&D activities.

However the site is adjacent to a Site of Special Scientific Interest (SSSI), Knebworth Woods,
and falls within the Green Belt. Exceptional circumstances would be required to support its
removal from the Green Belt. The impact on the SSSI would require mitigation.
Improvements in accessibility by sustainable modes would also need to be significantly
improved.

The site is potentially of sufficient scale to offer some limited amenities within the
development and could deliver a high quality working environment. Provision of public
transport facilities would be required.

A key advantage of the site is its adjacency, but degree of separation from, an established
employment location at Gunnels Wood and GSK’s R&D facility. The form of development
envisaged is expected to include a high science/ research and development component
within a high quality environment at an accessible location. This high-tech/ science focus
would differentiate it from Arlington Business Park and Gunnels Wood more widely where
there is potential for further phases of development.

The site is considered as being of potential strategic significance because of the opportunity
to deliver a high quality site to meet the needs of key sectors (as opposed to an issue of
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scale). While the site could accommodate back/general offices, this in our view would not
justify its release: the particular opportunity is for it to support R&D functions, such as in
environmental technologies and lifesciences; including its potential to accommodate a
pharmaceutical investment/relocation. It is a potential business park site/ science park.

The site would require joint working between Stevenage BC and North Hertfordshire DC to
bring forward. Potential delivery risks associated with uncertainty over the Stevenage and
North Herts Action Plan (SNAP), and future joint working, represent a key delivery risk to this
site. Delivery of Council’s broader regeneration agenda, including town centre regeneration
and residential growth, will affect the attractiveness of the town for economic investment/
relocations.

Watford Health Campus

Watford Health Campus is a major regeneration project which aims to deliver a mixed use
development in association with a new hospital on a 26.5 ha site in West Watford. The site
currently consists of the existing Watford General Hospital, Watford Football Club Stadium, a
poor quality existing industrial estate and decommissioned power station.

Working together, the project partners which include the East of England Development
Agency, Hertfordshire County Council, Watford Borough Council, the West Hertfordshire
Hospitals Trust and the PCT, as well as the regional Strategic Health Authority, have brought
forward and secured planning permission for development of a new hospital, 550 homes,
employment space and leisure and recreation uses.

13,000 sgq.m of employment floorspace is included within the proposals, comprising
primarily office and research (Bla/b) floorspace mostly located in a potentially attractive
setting adjacent to the River Colne. It is anticipated that this phase of development will be
delivered in 2015-16 subject to market demand.

The hospital benefits from good existing public transport links, with the prospect that these
could be improved by delivery of the Croxley Rail Link providing Underground access. The
riverside setting provides an opportunity to create an attractive environmental setting, and a
range of amenities are to be provided as part of the ‘hub’ proposals within the development.

In our view the site provides the potential for attraction of higher value-added activities,
particularly where there are synergies associated with co-location with the hospital including
in life sciences and medical-related research activities, as well as supply-chain related
activities. We see the site as of strategic significance for the development of these sectors.

Building Research Establishment (BRE)

BRE is located to the south west of Bricket Wood, within St Albans District. It has developed
from a Government-funded research establishment focused on building and the built
environment, and is now run as a charitable trust focusing on research and development,
testing and consultancy activities. Its role in undertaking cutting edge research and
innovation including on sustainability in the built environment is of strategic economic
significance.

BRE and its predecessor organisations have occupied the site since the 1920s and a number
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of the buildings are now somewhat dated and in need of modernisation. The site is located
within the Metropolitan Green Belt. Both strategic road and public transport access is
relatively poor, the site being accessibly via Bucknalls Lane which runs through a residential
area from the A405.

We understand that BRE have an aspiration to redevelop the site to provide upgraded
facilities including space for new start-up/ spin-off companies as well as enabling
development. An increased intensity of use of this site has a number of challenges,
particularly in terms of access.

The poor visibility and access to this site we consider would limit its attractiveness to
commercial activities/ investment, however the site is of potential strategic significance in
supporting green activities and particular R&D in this area. Thus while we would not
consider this to be a strategic site per se, we consider that it does support strategic
activities.

Harlow North

Harlow North is a proposed development which would represent a strategic urban extension
to Harlow, to the north of the River Stort. The site has previously been identified with
potential for 10,000 dwellings within the East of England Plan but has physical capacity to
provide significantly more in the longer-term. Part of the site falls within the Green Belt.
With the proposed abolition of the East of England Plan, it is unclear whether the
development will now go ahead.

East Hertfordshire included Harlow North as one of a number of options for development in
the District in the recent Core Strategy Issues and Options Consultation (Sept — Nov 2010). If
brought forward it is likely that there would be some employment component to the
development.

Harlow, as with many New Towns, benefits from having a strong critical mass of
employment — focused in Temple Fields on the north-side of the town and Pinnacles to the
west. There is also some office employment around the town centre and Harlow Town
Station.

Harlow North would relate well to the existing employment locations in the town and
current market. However the disincentives relate to the limited strength of road connections
to the M11, which might require improvement (such as through delivery of a link road to the
north of the town and new junction). Perceptions of the town would also act as a
disincentive to office investment, albeit recognising the potential for Harlow North to
address deficiencies in its socio-economic/occupational profile from an investment
perspective.

The location could be considered for possible strategic employment development should the
wider Harlow North development be progressed, and depending on the scale of this and
transport infrastructure provided. The site offers some potential for office accommodation,
particularly close to the station as part of a broader district centre/ heart to the new
development. However the scale of development may not be of a sub-regional/ regional
significance. This would require delivery of a business park and likely a link road to the M11.
To conclude however, at present, the Harlow North site is considered to have significant
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delivery risks (due to uncertainties around the delivery of Harlow North) which suggest that
the site may not come forward.

Bishops Stortford

Bishops Stortford is a town of 35,000 population located in the north-east of the County.
This compares to 78,000 in Harlow. Its potential strategic significance is related not to
existing sites/ economic activities, but to its location adjacent to the M11 mid-way between
London and Cambridge and immediately adjacent to Stansted Airport.

Stansted Airport is the country’s third busiest, after Heathrow and Gatwick, with passenger
throughput currently of 19 million pa — but with approval to increase passenger numbers to
35 million pa (+ 84%). It is the only London airport with space and permission to grow. It is
also the most modern.

The Stansted Airport Interim Masterplan identified direct on-airport employment of 10,600
in 2003, with off-airport, indirect and induced employment of a further 4,300. It estimates
employment numbers which would arise from increasing passenger throughput to 35 mppa
in 2015, taking account of productivity improvements. Direct employment was forecast to
increase to 16,800 with wider employment to create an additional 6,400 jobs. While the
figures may be dated, there is a clear economic opportunity.

We do not consider that there are currently any employment sites in Bishops Stortford
which can be regarded as ‘strategic’ at a sub-regional or regional level. Employment in
Bishops Stortford in concentrated within / around the Town Centre, on the north side of the
town on Stansted Road (Birchanger Industrial Estate, Stort Valley Industrial Park) and at the
Rainham Road Industrial Estate and Stortford Hall Industrial Park, on the A1250 Dunmow
Road. The latter is the largest employment location.

The town’s existing employment locations are relatively modern and offer good quality
space, but are relatively small in size and cater primarily for local occupiers. Provision of
larger floorplate units is limited, as is the presence of larger businesses operating at the
national/ international level.

Stortford Hall Industrial Park offers modern Blc/ B2 / B8 units in a good quality
environment. Key occupiers include Dab Pumps, Armour Home Electronics and Pioneer
Europe Limited. Birchanger Industrial Estate and Stort Valley Industrial Park provide modern
Blc units, together with car showrooms and repair facilities. They are of a good quality but
limited in scale.

Rainham Road Industrial Estate is locate nearby and comprises a mix of accommodation of
varying age and quality. It is similarly principally occupied by small and medium-sized Blc/
B2 uses. It is occupied primarily by local manufacturing and trade counter businesses.
Occupiers include Stortford Performance Tyres, Partco Auto Parts, First Signs and Labels. A
new development of industrial units by HPC Developments is being developed, providing
units of 3,500 — 40,500 sq.ft.

The site is close to M11 Junction 8 but is not well signposted. Environmental quality is

reasonable however parking provision is tight, and the site is at some distance from the rail
station.
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Vacancy levels within the town are relatively limited, and there is an evident market for
space from smaller local occupiers.

The opportunity to deliver a new modern business park warrants further consideration. Any
such site would need to be well connected to the M11 and existing facilities. The council will
consider the need for future employment land allocations through its emerging Local
Development Framework, working with Essex authorities as appropriate.

The offer in our view needs to be considered in relation to existing employment locations in
Harlow. Harlow is primarily a manufacturing/ industrial and warehouse location, but does
have a stronger developed office market. The opportunity at Bishops Stortford would be to
develop an employment offer which is complimentary to this, and linked to the proximity
and potential growth of the Airport.

There is a lack of existing critical mass of employment space; however the potential for
additional employment development at Bishops Stortford should be kept under review,
particularly related to prospective growth at Stansted Airport and housing growth at the
town. Our assessment concludes that Bishops Stortford might be considered suitable
additional business park development in the medium/ long-term and that this should be
considered through the Local Development Frameworks of East Herts and Uttesford
Districts.

At the time of writing however there is limited clarity regarding the potential location and
form of growth to Bishops Stortford, and thus we would attach notable risks to the delivery
of further significant employment development at Bishops Stortford.

London Road, St Albans

This potential greenfield site, currently owned by a housebuilder, is located on the south-
west side of St Albans between St Albans and London Colney. It is adjacent to the London
Colney roundabout on the A414 which connects the A1(M) at Hatfield (Junction 2) with the
M1 (Junction 7) and M25 (Junction 21A) and thus benefits from good access to a number of
motorways.

With some of the strongest existing rents in the County in St Albans, from a commercial
perspective there would be potential to deliver a attractive, successful business park
scheme.

The site comprises flat land, with some mature trees although is not immediately visible
from the London Colney roundabout. Achieving local access to the site is a potential
constraint. The site is also within the green belt and has also been excluded from the
Council’s Core Strategy Preferred Options.

While the site relates well to St Albans which has a strong office market, albeit a relatively
small one, the scale of potential development is relatively limited. The site is 18ha in size. It
could be considered suitable for a small business park to complement the local market, we
do not consider this site to represent an opportunity for strategic employment land
development. Its release from the green belt and the very special circumstances which
warrant this is a matter for the LDF to consider.
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Radlett Aerodrome

Radlett Aerodrome comprises a 145 hectare site located to the south of St Albans, bounded
by the A414 to the north, the M25 to the south, the St Albans Abbey-Watford Junction rail
line and Park Street, Frogmore to the west and the Midland Main Line to the east. It is a
former aerodrome, which was subsequently used for quarrying activity but has been
remediated. It is a flat site, but falls within the Green Belt. As such it would need to be
promoted through the development plan (which the local planning authority does not wish
to entertain) or special circumstances would be required to justify its development.

The site benefits from good road access, with the A414 providing links to both the M25
(Junction 21a), A1(M) (Junction 3)and via the M10 to the M1 (Junction 7). The site has a
frontage to both the A414, M25 and Midland Main Line. It is also located between St Albans
and Watford, which have the strongest existing office markets.

The strength of the location would warrant consideration of this site amongst others for
provision of a premier business park. However it is not included within St Albans Council’s
emerging Core Strategy, and thus does not have any policy support. Furthermore there is
significant local opposition to development.

Delivery of a rail freight interchange has previously been promoted at this location in conflict
with local planning policy. This has been rejected by both the local council and the Secretary
of State, and subsequently at appeal in the High Court. Neither St Albans BC nor Hertsmere
BC supports its development. Against this context we would attach significant risk to the
feasibility of delivery.

Bricket Wood

Land at Bricket Wood lies to the north of the A405 and traverses the M25, east of the
intersection with the M1. Many of the issues relating to this site in location and market
terms are similar to those considered in regard to the Radlett Aerodrome above.

The site falls within the Green Belt, and is dissected by the M25. It is adjacent to an already
overloaded junction and it is considered that achieving suitable access is a key development
constraint. Moreover the site suffers from poor public transport accessibility and is remote
from rail links.

The site does however benefit from visibility from the motorway network and strategic road
access.

While development of the site may provide funding to support upgrading of the layout to
M25 Junction 21a, it is considered that the additional traffic demand placed on the A405 is
likely to outweigh any benefit. Transport and access issues are considered further in Section
8.

Summary Appraisal

The tables below, provide a summary of the assessment for each site. The first table shows
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how the sites which have been assessed perform against the site assessment criteria
bringing together the information discussed in this section of the report'. Table 6-2 which
follows draws together our conclusions on each of the site building on the summary
appraisal below.

14 Bishops Stortford has been excluded from this particular analysis since a site has not been identified, therefore it is
difficult to complete the assessment criteria. Instead, please refer to the text in this section.
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Table 6-1 Performance of Strategic Employment Sites against Criteria

Scale
(Re)development
or expansion
potential (scale)
Capable of delivery
by 2031

(Potential) Quality
(Potential to be of)
regional/inter-
regional/or
national
significance
Potential to
support sub-
regional scale
labour catchments
Potential to
accommodate uses
that serve
regional/national
markets
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economic growth
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v’ Low or uncertain fit v'v Medium fit v'v'v' Strong fit with assessment criteria

! relates to the Warner Brothers Proposals and 2 subject to the Croxley Rail Link — unlikely to meet the majority of the criteria for a strategic site if rail link is not delivered
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Table 6.2 below, draws together our conclusions on each of the sites considering each type
of site in turn (e.g. major business park, strategic mixed use site). Against the site typologies
identified, we categorise the existing strategic employment sites as follows:

. Hatfield Business Park, Hatfield — Major Business Park

. Gunnels Wood, Stevenage — Strategic Mixed-Use Employment Site

. Maylands, Hemel Hemsptead — Strategic Mixed-use Employment Site
. Watford Town Centre, Watford — Major Town Centre Office Quarter

While this represents a strong portfolio of sites, our assessment concludes that there is
currently no site in Hertfordshire which would meet the definition of a ‘premier business
park’ in terms of the scale, profile and quality of product. There is a strategic gap in the
quantum and availability of high quality, modern business parks to support inward
investment and business retention of blue chip employers. There is a clear rationale for
intervention to maximise the county’s economic potential, building on its considerable
existing assets.

On a number of the sites assessed, we consider that it is specific activities and key
businesses which take place on these which are of strategic significance, in regard to specific
key sectors, rather than the sites themselves which are strategic. These locations do not
offer opportunities of a strategic nature for wider business investment or general property
market activity. Sites which are of strategic significance to key sectors are:

. GSK, Ware and Stevenage (including Bioscience Campus at Stevenage)
° Building Research Establishment (BRE), Brickett Wood
. Leavesden and Elstree Studios

There are opportunities for regeneration and/or growth of all of the strategic sites identified
above in the period to 2031. This includes proposals for new office quarters at Watford,
Steveage and Maylands.

A number of locations for new business park development have been assessed. These
include. A comprehensive assessment of the potential of these locations is included within
Section 8, addressing transport and infrastructure issues as well as their suitability from an
environmental and commercial perspective.

A selected number of opportunities have been identified for delivery of additional strategic
employment land provision subject to market demand in order to further develop the sites
and premises offer in the period to 2031. These are:

° Park Plaza, Waltham Cross — Potential Premier Business Park
. Knebworth Innovation Park — Potential Science Park
. Regeneration of Watford Business Park (with delivery of the Croxley Rail Link).
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6.139 While a number of these sites have no current policy status, and so cannot be regarded as

existing sites, we have considered their potential as candidate strategic employment sites to
meet future needs.

6.140 In addition to the above, Watford Health Campus offers opportunities of strategic
significance for the development of the health sector.
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Table 6.2 : Summary Appraisal
Current Position

Premier
Business Park
Major Business
Park

Strategic Mixed
Use
Employment
Site

Single
User/Sector
Strategic
Locations

Strategic Town
Centre

Locations of
Potential

None

Hatfield Business
Park

Gunnels Wood

Maylands Business

Park

GSK Cluster

Leavesden

Watford Junction

Park Plaza &
Maxwells Farm

Nature & Scale of Future Potential

Prominent Business Park, and closest county comes to Premier Business Park. 16 ha of land remains
available for development. Further long term extensions to the site to the west or the north could be
considered, which would enable this site to increase its role.

A large (202ha) existing employment site on western edge of Stevenage. Overall the scale of the site
supports a wide range of economic activities but there is a need for some reinvestment. A masterplan
proposes remodelling Silkin Plaza to create an office hub close to station - the 19ha site is in active use
and comprises multiple ownerships. There are also some small sites with development potential (c4ha).
One of the largest employment areas in the region. Mix of uses, ranging from large
warehouse/distribution units, industrial units and large office space. A masterplan for the site proposes
rationalisation and improvements. There are significant areas with development potential including
Maylands Gateway (30ha).

GSK occupies four sites within or near Hertfordshire. There are also plans for a £37m bioscience park
which will provide a hub for small firms within the bio-tech sector. It is the activities on these sites which
are strategically significant, supporting the life sciences sector and the bio-science campus will provide
potential for an enhanced role.

The site comprises Leavesden Studios, now owned by Warner Brothers, together with MEPC's Leavesden
Park office development. A planning application has been submitted for a mixed use development on the
remaining land. The site supports strategic activities relating to the creative industries sector and the
planned investment will enable an enhanced role. Warner Bros have proposals for investment in the site
in developing the studios complex.

Opportunity for a town centre focused major commercial development subject to market demand. Some
limited potential for redevelopment of older office blocks over time, and a current 1 acre site being
marketed for refurbishment/redevelopment. The potential for further development of this successful
office quarter onto rail lands and the Colonial Way area has been identified and the location may offer the
opportunity for a ‘in-town’ premier business park.

Park Plaza North and West and Maxwell Farm — further land (green belt) identified in Core Strategy and LT
strategy to attract office-based/high value employment (66ha total). Park Plaza West (40ha) is considered
to have potential for a high quality business park development. There is further land available at Park
Plaza North (8.55ha) with News International occupying a print works on part of this site. These sites
benefit from investor/developer interest. They collectively warrant further consideration for the
development of a premier business park.
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Croxley & Watford
Business Parks

Knebworth
Innovation Park

Watford Health
Campus

Building Research
Establishment (BRE)

Harlow North

Bishops Stortford

London Road, St
Albans

Radlett Aerodrome

Croxley provides a high quality landscaped setting for 640,000 ft2 office, good amenities and
corporate/HQ occupiers. Watford Business Park which is immediately adjacent is older and more
industrial with low environmental quality and vacant plots. Opportunity for progressive upgrading of
employment offer across both sites to deliver critical mass with potential for an enhanced role (given
Croxley Rail Link proposals). Scale insufficient and mix of uses likely to be too diverse to become a major
business park.

Knebworth Innovation Park represent a potential greenfield site at Stevenage immediately adjacent to,
and accessed from, A1(M) Junction 7. The Core Strategy identifies the site for a new high-quality
innovation park of c. 65,000 sq.m employment floorspace capable of attracting R&D activities. This site
has potential to support strategic activities relating to priority sectors, particularly life sciences (though
this may be dependent on a catalyst project).

Potential for delivery of 13,000 sg.m employment floorspace. There is potential for the site to take on an
enhanced role supporting strategic activities relating to the life sciences sector.

Building Research Establishment (BRE) is located on a 72 acre site in St Albans which comprises their own
buildings, an Innovation Park which acts as a demonstrator for green building technologies and a cluster
of green technology businesses. BRE would like to masterplan and consolidate the site and this provides
potential for the site to take on an enhanced role supporting strategic activities relating to the green
technologies sector. However there are significant development constraints, including in terms of
achieving suitable access.

A proposed development which would represent a strategic urban extension to Harlow. Potential for
10,000 homes and likely to be some employment potential. The potential for delivery of a major business
park here warrants further consideration, however there are significant delivery risks which could prevent
any development.

Located adjacent to M11, mid way between London and Cambridge and immediately adjacent Stansted
Airport — the only London airport with space and permission to grow. Currently no site under review but
strong transport links suggest that this could provide a potential location for a business park, which is
likely to be of sub-regional significance. However, again there are significant delivery risks which could
prevent any development taking place.

A greenbelt site (18ha) in a good location with potential for strong rental values which makes this
commercially attractive. Considered in relation to the potential to deliver a local or sib-regional business
park. However, there are significant delivery risks which could prevent any development coming forward.
A 145ha site to the south of St Albans. A former aerodrome subsequently used for quarrying but has been
remediated. Good accessibility and strong office market. No policy support, green belt location and strong
local opposition. Considered in relation to potential to deliver a major or premier business park. However,
the delivery risks could prevent any development coming forward.
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Land north of Bricket
Wood

Green belt land, dissected by M25.Good location and strong commercial market. Considered in relation to
potential to deliver a major or premier business park. However, the delivery risks could prevent any
development coming forward.
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7.1

7.2

Conclusions

This section draws together the key findings from the preceding sections on the supply and
demand for strategic employment sites and considers what this means in terms of
conclusions for this study and delivery of an Action Plan. In particular, we consider
employment growth scenarios for Hertfordshire in the future (drawing on the key findings of
Section 5) and what the implications are for strategic site provision.

A summary of Key Points

We consider that there are three potential economic growth scenarios for Hertfordshire which

are as follows:

1. Status Quo Scenario — assumes the modest growth rate experienced in Hertfordshire in the
last ten years is assumed to continue over the next twenty years (equivalent to +4% overall,
or +19,900 additional jobs created).

2. EEFM Achieved Forecast Growth Scenario — assumes a 16% growth rate for Hertfordshire
over the next twenty years (base case employment forecast) resulting in 79,300 jobs.

3. Aspirational Scenario — applies the Cambridgeshire growth rate of 25% over the next twenty
years resulting in a net growth of 122,900 jobs.

Our report concludes that Hertfordshire has been underperforming compared to its potential

and that the county has the assets and strengths necessary to outperform the Status Quo

scenario.

However, there are a number of weaknesses for the county which we feel dictate that the

Aspirational Scenario is likely to be unachievable. Therefore, we recommend that Hertfordshire

and partners should be seeking to realise the Achieved Forecast Growth scenario and that this

represents a sensible basis to plan for future strategic site provision.

We have considered what the implications of this preferred growth scenario are in terms of

sector growth. Key headlines are that the majority of growth is expected to occur in priority

sectors identified in this report. Growth is expected in the professional, finance and banking
sector (23,100 jobs) and the software and digital sector (4,700 jobs) and the logistics sector

(8,000 jobs). Other sectors are likely to be important but may be less significant in terms of jobs

(e.g. life sciences, green industries).

In terms of requirements, it is clear that Strategic Mixed-Use sites such as Gunnels Wood and

Maylands are likely to be important in the future in accommodating a broad range of uses. A

number of sites will need to enhance their role to support higher value uses, including Hatfield

Business Park (potential expansion), Watford Junction (potential for a premier business park role)

and Watford / Croxley Business Parks (supporting a range of uses as a sub-regionally significant

site).

Further, there is a clear gap in terms of the provision of a Premier Business Park which can

support higher value uses. The broad location at Park Plaza, Waltham Cross at present offers the

most potential in this respect subject to market demand.

Given the need to support cluster development, existing sites which support strategic activities

such as GSK Cluster, Leavesden and Elstree will have a role (which could be enhanced). Given

predicted growth, there may also be an opportunity for further sites to enhance their role —
including BRE (green industries), Watford Health Campus (life sciences) and Knebworth

(lifesciences/ R&D).

Possible Scenarios for the Future

In Section 5 of this report, a number of possible employment growth scenarios were
considered. Going forward, we conclude that there are three possible employment scenarios
for Hertfordshire over the next three years:
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7.4

7.5

1) Status quo scenario: assumes the same growth rate experienced by Hertfordshire in
the last ten years (2% increase). If Hertfordshire performs as it has done in the past,
a 4% growth rate can be assumed for the next twenty years. This would result in an
additional 19,900 jobs for the county.

2) East of England Forecasting Model (EEFM) forecast growth for Hertfordshire:
assumes a 16% growth rate over the next twenty year period, which is the Oxford
Economics base case scenario. If Hertfordshire were to perform as the employment
forecasts suggest, this would result in 79,300 additional jobs for the county.

3) Aspirational scenario: applies the Cambridgeshire growth rate of 25% over the next
twenty years. If Hertfordshire were to ‘raise its game’ considerably and achieve
similar growth levels to that expected by its competitors, this would result in an
additional 122,900 jobs for the county.

Below, we consider the extent to which Hertfordshire might be able to achieve each of these
growth scenarios, particularly the second and third of these.

1. Status Quo Scenario

Our research concludes that Hertfordshire has been underperforming compared to its
potential. This is apparent from the socio-economic assessment which shows that in terms
of GVA and employment growth Hertfordshire is behind competitors. This is also clear from
the property market assessment and evident in rental values for the county and in terms of
Hertfordshire’s offer in terms of the portfolio of quality strategic sites relative to
competitors such as Berkshire. There are however a number of real strengths for
Hertfordshire which have not been capitalised upon to date and these present opportunities
for the future.

The key strengths for Hertfordshire are as follows:

. Proximity to London with access to significant markets and a large pool of skilled
labour. The area also has easy access to the Greater South East, which is home to 21
million people and around 750,000 VAT registered businesses.

° Strong transport connectivity:

> Air: Luton and Stansted Airports are nearby and Heathrow is close (as close
as it is to the Thames Valley)

> Road: the M1, A1(M), M11 and M25 are all accessible within the county

> Rail: there are strong commuter links to London, with parts of Hertfordshire
only 20 minutes from Kings Cross/St Pancras and the Eurostar. The main rail
line to the north is also accessible from Stevenage.

> Underground: Metropolitan line access to Watford and Three Rivers.
. A strong and dynamic business base:
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7.6

> There are a number of sector strengths for the area which provide
opportunities for the future (including those considered in more detail
below).

> Related to this, there are opportunities to capitalise on the presence of
leading firms in key sectors such as Elstree Studios, Leavesden, BRE and GSK.
More could be done to build upon these strengths which could in turn
attract other inward investment opportunities.

> Many global and UK HQ operations are located in Hertfordshire.

. A business-focused university with opportunities to support key sectors.
Hertfordshire is within the golden research triangle of Oxford, Cambridge and
Imperial Universities.

University of Hertfordshire

The University of Hertfordshire’s history goes back to 1952, when Hertfordshire County Council built

Hatfield Technical College on land donated by the de Havilland aircraft company for educational use.

There are now 24,500 students at the University.

In 2010/11 the University of Hertfordshire was awarded the Entrepreneurial University of the Year

award by the National Council for Graduate Entrepreneurship. This is in recognition of the

University’s work with under-graduates, graduates and the private sector including activities such as

the Graduate Consulting Unit and the entrepreneurial society. Working with Exemplas and UH

Ventures, the University has been a provider of the Business Link service.

The university has strengths in a number of the priority sectors which are important to this work.

There are three research institutes including two which are relevant:

e Health and Human Sciences Research Institute (HHSRI) which includes a Clinical Trials Co-
ordinating Centre and a Centre for Lifespan and Chronic Iliness Research (CLiCIR)

e Science and Technology Research Institute (STRI)

In 2006, the University of Hertfordshire purchased a 100,000 ft2 biotechnology and chemical

Research and Development facility from Roche and in partnership with EEDA has created a biopark

on site.

The University has also recently developed the Centre for Sustainable Communities with strengths in

planning relating to the sustainable communities agenda, transport and energy strengths.

. Skilled workforce. More than half of Hertfordshire’s population is qualified to at
least level 3, which compares well to national and regional levels

. Strong quality of life. Much of Hertfordshire is seen as being an attractive location to
live

During our business consultations, firms were asked what they considered to be the
strengths of the area and the key points are summarised below. This reinforces the fact that
Hertfordshire is generally seen as a good place to do business but more could be done to
promote this and to work with existing firms to continue to build their affiliation with the
area.

Business perceptions of the key strengths for Hertfordshire and opportunities for the future

e The businesses which we consulted were mainly located in Hertfordshire for historical reasons,
with a number of these being located here for many years.

e |tisrecognised that there are a number of centre’s of excellence in Hertfordshire. Many firms are
leading experts in their field and are nationally and internationally significant.

e The lower costs in relation to labour and premises, particularly relative to London was identified
as a particular strength for the area.
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7.8

7.9

7.10

7.11

7.12

e Connectivity to London and elsewhere (e.g. Cambridge) was considered to be a strength and the
good transport links by road, rail and air were also important (proximity to ports was also
identified as a relative strength).

e Hertfordshire provides an attractive place for people to live and many of the firms reported that
they have strong access to a good, skilled workforce (though there are some issues recruiting
graduates, semi-skilled and skilled staff).

e Hertfordshire University was perceived to be a good resource to find talent (in particular for the
green industries) and many firms reported that they work closely with them to recruit.

Given the strengths and opportunities which exist, we therefore conclude that Hertfordshire
should look to ‘raise its game’ and achieve employment growth which is higher than the
status quo and past trends. This is considered in more detail below.

The risk of continuing along the status-quo

There are a number of risks for Hertfordshire, if it chooses not to support a higher level
growth than the status quo. Hertfordshire risks losing its competitiveness against other
locations such as Berkshire, in economic terms (e.g. as set out in Section 2 the county is
under-performing in terms of Gross Value Added). In this way, Hertfordshire could become a
less attractive investment proposition.

Some other locations, including neighbouring areas such as Luton and Central Bedfordshire
are investing significantly in making their locations attractive to inward investment, for
example through ensuring that there is a good supply of strategic employment sites. In the
2011 budget, the government announced plans for 21 Enterprise Zones™ to be created in
local enterprise partnership areas in England. The first 11 LEPs which could benefit from the
initiative have been identified and a further 10 will be announced. At this stage, it is not
clear where these will be located and whether they will be in close proximity to
Hertfordshire but these locations are likely to compete for investment with the county.

There is also a risk that levels of out-commuting increase as more people need to travel
elsewhere to work, particularly if the population continues to grow at a faster rate
compared to employment growth. This would put further strain on transport infrastructure
and impacts on sustainability issues.

2. EEFM Achieved Forecast Growth Scenario

The EEFM achieved forecast growth scenario assumes that employment growth in
Hertfordshire could increase by 16% or 79,300 jobs over the next twenty years. This is a
significant level of employment growth for the county which is unlikely to be achieved
without considerable effort from partners.

However, given the points made above, with regards to Hertfordshire’s underperformance
in the past, and the need to raise performance, we feel that this scenario represent a scale
of growth that is possible in the future.

> Enterprise Zones are about allowing areas with real potential to create the new business and jobs that they need. The core offer is
around simplified planning and business rates discounts in Enterprise Zones areas, with the capability to develop innovative roles to
address specific local economic challenges.
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3. Aspirational Scenario

The aspirational scenario would require a significant increase in employment equivalent to
122,900 jobs. It is recognised that Hertfordshire has different locational strengths
compared to competitors such as Cambridgeshire and some weaknesses which are difficult
to change and influence. The key factors which may explain Hertfordshire’s
underperformance in the past are considered below:

. University / Research strengths. Compared to some other successful locations, there
is no Tier 1 university such as Oxford, Cambridge and Imperial.

. Unlike other parts of the country, Hertfordshire has a fairly low impact brand and
does not communicate a clear USP. The Thames Valley, for example is known as the
Silicon Valley and Cambridgeshire is known for its strengths in life sciences.

. The districts have not been joined up to date