Sea Space: Evaluation of Early Wins and
Phase Two Projects

Final Report

August 2008



Sea Space: Evaluation of Early Wins and Phase Two Projects

Contents

10

1

12

13

Executive Summary

Brief and M ethodology

The Development of Sea Space

Baseline Analysis

National, Regional and L ocal Policy Drivers
TheEarly Wins - Construction

The Early Wins - Operation

Early Wins- Net Outputsand Value for Money
Phase 2 Projects

Contribution to meeting Business Plan tar gets and RES outcomes
Strategic Added Value

Conclusions

Recommendations

Appendix A - Sour ce Documents

Appendix B - Stakeholders Consulted

Appendix C - Research Methodology - Business Centre Surveys

Appendix D - Beneficiary Survey - Creative Media Centre and Innovation Centre

based firms

Appendix E - Beneficiary Survey Results - Control Sample

Appendix F - Stakeholder Topic Guide

© 2008 Grant Thornton UK LLP. All rights reserved

Page

16
22

33

46
ol

60

73
82
86

89



Sea Space: Evaluation of Early Wins and Phase Two Projects

1 Executive Summary

Scope of the Study

Hastings and Bexhill Renaissance Ltd (HBRL, trading as Sea Space) is the regeneration
vehicle set up and funded by SEEDA to deliver araft of regeneration initiativesin the
Hastings and Bexhill area, which covers the areas of Hastings Borough Council and part of
Rother District Council.

Its activities focus on devel oping the infrastructure for regeneration - new commercid,
industrial and educational facilities, and new housing - but it also promotes initiatives to
support business development and devel op transport infrastructure.

Grant Thornton have been commissioned to carry out an ex-post evaluation of the Early
Wins programme which is now complete and operational; and an interim evaluation of its
Phase 2 programme, the first part of which, Lacuna Place, is now on site.

The Early Wins Programme comprises the following four projects.

EARLY WINSPROGRAMME

Creative Media Centre (phases 1 and 2) (CMC 1 and CMC2)

Creation of 14,450 sqft of flexible business space, including incubation units, in the centre of
Hastings. This space is specifically for new and small businesses in the media, creative and digital
technology sectors. There have been two phases of this Centre- the first opened in 2004 and the
second opened in 2005. SEEDA's Enterprise Hub and eBiz centre are both based here.
Innovation Centre Hastings (ICH)

Creation of 25,248 sqft of flexible business space on the outskirts of Hastings offering a range of
office and workshop spaces. This centre was opened in 2006 and incorporates the University of
Brighton's Product Development Centre.

University Centre Hastings (UCH)

Acquisition of adisused BT building; conversion and refurbishment so the site can offer over 750
student places on courses in business studies, computing and management. It includes the Broadcast
Media Centre.

Marina Pavilion

Leasehold acquisition and conversion of seafront pavilion for use as an entertainment/ conference
facility and construction of new building at street level with restaurant space

The Phase 2 programme comprises two projects.

PHASE 2 PROGRAMME

Lacuna Place (aka" The Gap site"), Priory Quarter

Construction of 83,214 sqgft of higher density office space and retail spacein a central Hastings
location. This project is now on site.

Enviro 21 Innovation Parks, Queensway South

Development of 95,000sqft of industrial and office space targeted at environmental businesses.
Project has received planning approval and is now starting the procurement process.

© 2008 Grant Thornton UK LLP. All rights reserved
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This evaluation covers total project funding of £72million of which £42m is SEEDA grant
(amore detailed breakdown of thisis given later in this section). This comparesto the
overall Sea Space programme in excess of £100m incorporating £70m of SEEDA funding,
and other major funding pots such as £15.1m from English Partnerships for the Millenium
Community project.

The period of funding is the period of the Sea Space Business Plan 2003-2013. The last of
the Early Wins projects, Marina Pavilion, was completed in July 2008 and all are now
operationa. The first of the Phase 2 projects, Lacuna Place, is now on site with Phase 1a
completed by August 2008; Queensway South is how in its procurement phase.

Rationale for intervention

Hastings and Bexhill have suffered from high levels of deprivation compared to the South
East and UK. In particular high levels of deprivation in Hastings around the turn of the
Millenium are indicated by:

¢ It wasthe 35th most deprived loca authority areain the country in 2000;

e It had lower than the South East average on employment, economic activity, skills
attainment, business surviva rates and wage levels;

o Employment is mainly from low value added sectors, with a strong reliance on public
sector employment;

e It has poor housing and poorly performing public services; and

e Thereisahistoric lack of private sector investment in the local economy.

Whilst Rother has better economic indicators they both have suffered from low inward
investment and poor transport links to London and aong the coast, with poor connectivity
between Hastings and Bexhill.

The business and enterprise environment has been characterised by a poor supply of office
accommodation including the low quality of existing business space, limited availability of
land for development due to lack of suitable brownfield sites and environmental concerns
around land classified as Greenfield. Although thereis evidence of demand for business
space within Hastings, the historically stagnant market has led to low developer interest,
poor viability of development opportunities and the need for gap funding.

Government/SEEDA response

Although the Government rejected transport proposals in 2001 designed to improve
accessihility to the area, it recognised the need to develop a strategy to regenerate the
Hastings and Bexhill area. In response to this, SEEDA established the Hastings and Bexhill
Taskforce ("the Steering Group") in 2002 as a partnership of key local and regional agencies
including SEEDA, GOSE, the three local authorities Hastings BC, Rother DC and East
Sussex County Council, English Partnerships and the local MPs. The Taskforce devel oped
the "Five Point Plan” which is the core strategic document for the regeneration of the area.
Its key themes are set out overleaf.

© 2008 Grant Thornton UK LLP. All rights reserved



Sea Space: Evaluation of Early Wins and Phase Two Projects

The Hastings and Bexhill Five Point Plan

e Regeneration Measures for Urban renaissance - creating new architecture, public spaces
and buildings such as business premises, education facilities and homes

e The Stimulation of Business Innovation, Enterprise, Creativity and Technology
Transfer - supporting local firms and attracting new companies to the area to create
well-paid jobs

e Excélencein Higher Education - helping to improve education standards and
expanding higher education

¢ Broadband Information and Communication Technology (ICT) Infrastructure and
Applications - helping companies make best use of the latest Internet technology; and

e Transportation Improvements - making improvements to the road, bus and rail
networks

Funding and Delivery

Based on the findings of the Five Point Plan, the Government awarded additional funding
for Hastings, channelled via SEEDA, of £38m in 2002. An additional £19m was awarded
from SEEDA fundsin 2005, and afurther £13m was awarded from SEEDA funds for
2008-20011. Of this £42m has been allocated to the projects within this evaluation.

Sea Space was established by SEEDA in 2003 as a Company Limited by Guarantee to act as
the delivery vehicle for the Five Point Plan. It currently has a staff complement of 22. The
majority of these posts are funded through SEEDA, with one staff member funded by
English Partnerships, one seconded from Hastings Borough Council and a further four
funded through operations.

In addition to their own staff employed in the client role as project managers on individual
projects, Sea Space also commissions consultant teams (for example, as architects and
quantity surveyors) for each project.

The Steering Group is responsible for monitoring and evaluating the performance of the
Task Force Executive Team and Sea Space. Significant variations to the Business Plan must
be approved by the Steering Group.

Early Wins Projects

Funding

The Early Wins programme was funded from £15.8m SEEDA grant which levered in a
further £4.7m of other public funding from ERDF, HERS and HEFCE. Together with a
contribution of £0.4m towards the UCH site from British Telecom, the total funding of
costs of £20.9m as set out below.

Table: Early Wins funding (£)

Capital funding CMC1 CMC2 Innovation Marina Pavilion UCH Early Wins
Centre Totals

SEEDA 698,369 3,019,220 3,973,955 1,713,338 6,378,980 15,783,862
Other public:
ERDF 550,029 567,000 968,000 233,188 800,000 3,118,217
HERS 70,000 70,000
HEFCE 1,548,000 1,548,000
Other public total: 620,029 567,000 968,000 233,188 2,348,000 4,736,217
PUBLIC TOTAL 1,318,398 3,586,220 4,941,955 1,946,526 8,726,980 20,520,079
Private funding:
British Telecom 414,968 414,968
Private loan finance 0
PRIVATE TOTAL 414,968 414,968
GRAND TOTAL 1,318,398 3,586,220 4,941,955 1,946,526 9,141,948 20,935,047

Source: Sea Space (note: all costsreflect the actual or anticipated final cost - in some casesthese are still subject to
agreeing final accounts of the construction phase).
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Construction Phase

On each project Sea Space have acted in the client/project manager role and commissioned
technical support as required by the project (e.g. architects and quantity surveyors). This
relationship seems to have worked well in all cases. In the case of CMC2 the partial collapse
of the building led to a significant delay and overspend. However the project team
maintained momentum on the project and the final building incorporates alarger office
space due to its redesign. In addition the subsequent insurance claim has been resolved
wholly in favour of Sea Space.

Overall Sea Space project managers report progress to the Board on a monthly basis and we
were supplied with copies of approvals for variationsin cost or scheme content. A recent
Audit Report! concludes that "controls surrounding projects are generally in place and
working effectively".

The quality of all of the finished buildings appears to be high and thisis borne out by the
positive feedback from occupiers.

We would aso highlight the positive feedback from Lightning Leisure, the business operator
for the Marina Pavilion, about the Sea Space team and their strong contract management.

All of these projects are now complete and operational .

Operational Phase

The Creative Media Centre (CMC 1 and 2) and the Innovation Centre have exceeded their
business plan targets. Individual operational business plans for each centre were developed
as part of the detailed project appraisal process and they have met akey objective which was
to achieve the point whereby they become self-sustaining and no longer require public
subsidy.

They offer high quality business space and are able to achieve higher than average rental
rates for the area. The feedback from businesses that use them is generally very positive, and
perhaps the only significant area of complaint is the slowness of the broadband connection.

Prior to Sea Space, the commercia property offer in Hastings was poor with little
development activity. The high occupancy rates of the Creative Media Centre and
Innovation Centre indicate that with public sector support it is possible to tap into latent
demand for quality, well connected, office space.

The offer of “virtud office space” (an email address, phone service and posta address and
the opportunity to use a meeting room) and desk space has also provided an important
facility for small businesses to develop. Combined with the range of office space within
CMC and IC this creates the opportunity for businesses to move up to appropriate
accommaodation at a pace that suits them.

In addition, the SEEDA sponsored Broadband Experience, eBiz and Enterprise Hub
projects have been able to deliver araft of business support activities from the Creative
Media Centre which are an essential element in meeting Sea Space's objective of supporting
enterprise development. The central location of the CMC isakey to their success.

This sits well with the proposals for Phase 2 which provides significant expansion space for
indigenous business |ooking to move on to larger premises as well as being able to present a
quality offer to potential inward investors.

! Internal Audit Report, Bentley Jennison, July 2007
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The education led regeneration strategy signified by UCH is an innovative one and the links
that the University Centre has fostered are significant including with the University of
Greenwich, University of Brighton, University of Sussex and the Open University.
Academic credibility and excellence has also been provided through the establishment of
particular research centres like the Broadcast Media Centre.

The UCH was a particular achievement in opening within avery ambitious timescale. It is
seen asa"signal project”, and is now a nationally recognised exemplar and has given rise to
the Government’s new initiative to establish university centres elsewhere in the country
under the University Challenge Programme. It has acted as a catalyst for other parallel
projects to encourage participation in HE and FE amongst groups who might otherwise be
excluded. It has met its targeted gross outputs in student numbers and is a strong platform
on which to develop a second phase which has now been granted outline planning consent
with the ambition to expand towards a 2000 student campus.

Marina Pavilion experienced significant delays some of which were due to agreeing lega
land issues with the council, and some due to the difficulty in selecting a suitable business
operator. However the selected business partner has been very positivein praising Sea
Space's commercia approach to this venture and the Pavilion is now open and has met its
planned outputs. Asit hasonly just opened it istoo early to judge the success of the
business. However, asalocal landmark building it isimportant in illustrating the progress
towards regenerating Hastings.

Overdl, there isaclear rationale for the Early Wins projects to regenerate the Hastings and
Bexhill areathrough increasing provision of business space, which the private sector may
not see as a profitable opportunity, which has been supported by a holistic business advice
programme; and through education led regeneration to improve the skills base of the local
population and provide the basis for further development of learning opportunities.

The political imperative to deliver tangible change through the Early Wins programme
presented a challenge to the newly established Sea Space. It has largely met this challenge
with respect to these four projects. There was no evidence of an appetite in the private
sector to develop these sites and without public sector intervention they would have
remained undevel oped.

Gross and net outputs
The table below identifies total gross and net outputs for the Early Wins phase achieved to
date, compared to the total forecast outputs taken from project appraisals.

Table: Early Wins Outputs: forecast and achieved to date

Actual to date

Output Forecast Gross Net

Jobs created/safeguarded 361 394 355
Businesses created (new) 86 39 28
Businesses created (sustained for 12 months) 48 11 8
Learning opportunities created (3-30 hours) 950 3,335 2,335
Learning opportunities created (over 30 hours) 150 663 464
Adults receiving higher skills training 1100 566 396
Individuals & busineses receiving broadband access 297 175 175
Brownfield land remediated (ha) 1.83 1.83 1.83
Private sector leverage (Em) 0.4 0.4 0.4
Commerical floorspace brought back into use (sqft) 9,254 9,254 9,254
Public sector leverage (Em) n/a 4.76 4.76
Total commercial/industrial/education floorspace (sqft) 53,638 53,638 53,638

© 2008 Grant Thornton UK LLP. All rights reserved
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Assuming these are assessed over the life of the Business Plan (2003-2013) then nearly all
have met or are on track to meet their targets. The businesses created (sustained for 12
months) measure is the only significantly lower than anticipated output target and it may be
that these businesses move on to other accommodation and therefore Sea Space does not
track them within the monitoring systems. We note that two other outputs measured only
by CMCL1 but not CMC2 or IC are "Businesses located infusing SEEDA funded incubator
units' and "businesses leaving incubator units and moving to second phase facilities', after
which they are not measured as outputs, due to changesin the way in which outputs have
bee defined.

Table: Additional CMC1 outputs

Actual to date

Output Forecast Gross Net
Businesses located in/using SEEDA funded incubator

space 52 58 42
Businesses leaving incubator space and moving to

second phase facilities 25 11 8

The net additionality of jobs and businesses created by the Creative Media Centre and
Innovation Centreis high. There has been little new office development in the areain recent
years and the two centres now offer high quality accommodation which attracts and retains
businesses to Hastings and has the potential to be part of the "ladder of accommodation”2
linking to the larger business spaces at Lacuna Place and Enviro21.

The learning opportunities created by the UCH have met and exceeded their targets. Both in
quantative and qualitative termsthey are viewed as a success and a prelude to the extension
of the campus to accommodate 2,000 students.

Marina Pavilion has just opened and so the success of its operation as a business cannot be
judged. However based on feedback from Sea Space and the business operator we conclude
that it has met its quantative outputs.

Private sector leverage is unsurprisingly low given the strategy of public sector funding for
the Early Wins phase to prime the market and as a preface to moving towards private
finance in Phase 2. SEEDA funding was successfully used to lever in other public sector
funding (ERDF, HEFCE, HERS) of £4.74m with aratio of SEEDA: other public funding
of 1. 0.3.

Cost per job for the CMC and IC is £31,866 per gross job, and £34,549 per net job, which
compares well with the EP benchmark of £42,000 per jobs3.

Phase 2 - Lacuna Place and Queensway South

Funding

The Phase 2 programme is funded from £26.6m SEEDA grant which leversin afurther
£2.14m of other public funding from ERDF, and £22.2m of private finance.

In contrast to the 100% publicly funded Early Wins projects, Sea Space have secured a
£11.7m loan facility with the Allied Irish Bank to finance Phase 1b of Lacuna Place. Thisis
being provided to a new Joint Venture company, Coastal Land (Sussex) LLP which has been
formed between Sea Space and the property investment firm, The Land Group.

2 Gap Site Redevel opment Economic Appraisal, Genecon, August 2006
® EP Best Practice Note 15
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The Queensway South project appraisal assumes that it will secure afurther £10.5m of
private finance structured through a separate JV company.

Table: Phase 2 funding (£)

Capital funding Lacuna Place|Lacuna Place| Queensway |Phase 2 Totals
la 1b South

SEEDA 17,087,353 9,339,755 26,427,108
Other public:
ERDF 2,141,712 136,500 2,278,212
HERS 0
HEFCE 0
Other public total: 2,141,712 0 136,500 2,278,212
PUBLIC TOTAL 19,229,065 0 9,476,255 28,705,320
Private funding:
British Telecom 0
Private loan finance 11,700,000 10,539,452 22,239,452
PRIVATE TOTAL 11,700,000 10,539,452 22,239,452
GRAND TOTAL 19,229,065 11,700,000 20,015,707 50,944,772

Source: Sea Space (note - all costs reflect the anticipated final cost of the project)

Delivery

Sea Space originally contracted directly with Carillion to deliver Phase 1a of LacunaPlace. In
establishing Coastal Land as a JV they have novated Carillion's appointment along with all
other professional appointments to Coastal Land to complete Phase 1a and deliver Phase
1b. This process has also entailed Sea Space transferring the development site for Phases 1a
and 1b to Coastal Land and awarding as a grant the remaining balance of the Phase 1a
funding - approximately £5m - to Coastal Land to complete Phase 1a. This deal was
completed on 27 November 2007 enabling Phases 1a and 1b to be delivered through

Coasta Land.

The Genecon report undertaken as part of the project appraisal4 notes that the Gap Site
development, following on from the development of smaller office units under the Early
Wins phase, fitswell with a strategy to generate a "ladder of accommodation to attract and
retain businesses of all sizes throughout their life cycle'.

Genecon also note that Savills> highlight the lack of developer interest in the site "pointing
to the unacceptabl e risk associated with the project in relation to the anticipated returns for
the private sector". The phased approach has enabled Sea Space to use public funding to
lever in private finance and to transfer the whole project into aJV vehicle. Thisrepresentsa
significant step forward in the strategy of moving from 100% reliance on public funding in
the Early Wins phase towards engaging the private sector in delivering the remainder of
Priory Quarter masterplan, of which thisisthe first element.

Once complete the business floor space will be managed through Sea Space's property
division at commercia rents on behalf of Coastal Land. They have appointed DTZ,
Cluttons and Dyer Commercial as their lettings agents and have devel oped a marketing
schedule of events and activities. They report that there have been no pre-lets as yet but
"significant interest" from businesses.

Queensway South incorporates high environmental sustainability credentials as part of the
Enviro21 Innovation Parks Corridor initiative and will target (though not exclusively)

“ibid

® Property Market Supply and Demand Review, Savills, March 2006
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environmental sector related businesses. It received planning approval in May 2008 and Sea
Spaceiswell progressed through the OJEU procurement process. A market review by DTZ
as part of the project gppraisd noted tha the scheme “has the potentid to atract adiverse
range of existing and emerging occupier demand: this includes investors from outside the
areaaswell aslocal businesses seeking move-on accommodation”s.

Lacuna Place forms part of the Priory Quarter master plan which, along with proposals for
Station Plaza has presented a cohesive view of the potential for change to Hastings town
centre. Both of the Phase 2 projects have benefited from the consultative approach taken by
Sea Space which has led to more local "buy-in" and consequently an easier journey through
the formal planning application process. In this respect Sea Space has been effectivein
adapting its approach to stakeholder engagement and learning from other projects.

Both Lacuna Place and Queensway South are speculative devel opments and with no pre-lets
secured this presents arisk to Sea Space and their JV vehicle, Coastal Land. Having said this
all previous studies support the rationale that there is demand for quality commercial space
within Hastings, and thisis further underlined by the high occupancy rates achieved by the
Creative Media Centre and Innovation Centre.

Contribution to meeting Business Plan Outputs and RES Outcomes

Thelogic chain illustrated below traces the links between the RDA's input (funding), local
activities and project outputs, and Intermediate and Higher levels outcomes which are
contained within SEEDA's Regional Economic Strategy and mirrored in the Five Point Plan

strategy.

® Queensway South Project Appraisal
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Table: Logic chain linking local outputs to regional and national indicators

. Activitiesand , Intermediate outcomes Higher level outcomes (taken from . .
Project Inputs \ proc Project Outputs (taken from the RES) the RES) National indicators

RDA spend (Emillions)

Strategic site acquisition
Investment in physical
infrastructure

Sites and premises

Land reclamation

Jobs created
Brownfield Land
remediated (ha)
Commercial floorspace
brought back into use
New businesses created
Businesses sustained for
12 months

Individuals and
businesses receiving
broadband access
Learning opportunities
created

Adults receiving higher
education skills

Public and private sector
investment levered

Source: Regional Economic Strategy, PSA 7 Delivery Agreement

" Regional Economic Strategy - A Framework for Sustainable Prosperity - SEEDA, 2006

© 2008 Grant Thornton UK LLP. All rights reserved

Regenerate coastal towns
Reduce inactivity in
coastal areas

Promote a skills escal ator
and skills-led regeneration

Enterprise: increase the business stock
by 35% from 35 businesses per 1,000
inhabitant in 2003 to 44 per 1,000
inhabitants by 2016, including 10,000
new businesses run by women

Employment: improve the
productivity of the workforce and

increase economic activity from 82%
to 85% by bringing 110,000 net
additiona South East residents of
working age into the labour market by
2016, as a step towards bringing up to
250,000 residentsinto the labour
market by 2026

Broadband: 100% next generation
broadband

Skills: maximise the number of people
ready for employment at all skills,
levels and ensure they are continually
equipped to progress in the labour
market

Regional GVA per head
(measure of overall
economic performance)

Regional employment
rate

Regional GVA per hour
(measure of productivity)

Regional GVA asa
percentage of the EU
average
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The projects in this evaluation relate in particular to the first four points of the Five Point
Plan, and also sit within awider programme which delivers holistic business support. We
have also noted Sea Space's role as a facilitator and enabler to transport infrastructure
improvements, and other important projectsin its programme such as new housing
delivered through the Millenium Communities project.

Sea Space's Business Plan 2003-2013 defines its output targets. We have identified the gross
and net outputs achieved to date by the Early Wins and anticipated for the Phase 2 projects,
compared to Business Plan targets.

Table: Contribution of Early Wins and Phase 2 projects to Business plan outputs
Early Wins Phase 2 (estimated) TOTALS
Code Description Estimated | Gross output | Net output [Gross output| Net output [ Gross output| Net output
total output
in BP 2003-
2013

C1A No. of net new jobs created/safeguarded 5,842 394 355 880 660 1,274 1,015
C4A Businesses created (new) 14 39 28 39 28
C4B Businesses created (sustained for 12 months) 11 11 8 11 8
C3A Learning opportunities created (3-30 hours) 2,654 3,335 2,335 3,335 2,335
C3B Learning opportunities created (over 30 hours) 87 663 464 663 464
S6 Adults receiving higher skills training 600 566 396 566 396
S7 Individuals and businesses receiving broadband acci 300 175 175 175 175
c2 Brownfield land remediated (Ha) 30.88 1.83 1.83 3.975 3.975 5.805 5.805
C5 Private sector leverage (Em) £89m 0.40 0.40 22.24 22.24 22.64 22.64
- Commercial floorspace brought back into use (m2) n/aj 860 860 860 860
Public sector leverage £m n/a| 4.76 4.76 2.14 2.14 6.90 6.90
Commercial/industrial/educational floorspace (sqft) 1,076,000 53,638 53,638 178,214 178,214 231,852 231,852

Note: the Phase 2 Gross-Net output is estimated using the SQW/PA Ready Reckoner co-efficient of 0.75

Commercial/industrial/educational floorspace isidentified in the Business Plan as the
"critical mass for regeneration” of 100,000m2 (1,076,000sqft) and includes Hastings Town
Centre, Bexhill Town Centre, Ore Valley, Rye Harbour Road, and Queensway. Floorspace
would also be delivered through the release of land by the building of alink road in North
Bexhill.

The Early Wins projects on their own have met the targeted Sea Space outputs for new
business creation, and are on track to meet those for learning opportunities and skills
training, and adults and individuals receiving broadband access by 2013.

They have also made significant contributions towards targets for new jobs
created/safeguarded, brownfield land remediated, private sector leverage and meeting the
"critical mass for regeneration” identified within the Business Plan.

The Phase 2 projects will add to this capacity and meet the strategic objective of engaging
the private sector and moving away from publicly funded projects.

The projects are strongly aligned to the Five Point Plan as the over-arching strategy for this
programme.

Other Sea Space activity such as the raft of business support services which have operated
from the CMC have been akey part to delivering a strategy of holistic support to developing
businessesin the area.

© 2008 Grant Thornton UK LLP. All rights reserved
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It is not possible to isolate the effect of the particular projects under evaluation from other
Sea Space projects and activity around business support which are outside of this evaluation,
and the other complementary programmes financed through AlIF and LEGI. However the
outputs from the Early Wins projects clearly support the improving economic trends, and
the Phase 2 outcomes and outputs will underscore this. It is apparent that economic
indicators have improved in Hastings since 2002 in the following areas.

e Economic activity hasimproved in Hastings since alow point in 2004 and in Rother
since 2002

e Although figures do fluctuate, there has been arecent upturn in net VAT registrations
for business in Hastings; however, in Rother they have dropped in the last year for
which figures are available (2006)

e Average wage levels have increased in the study area at a faster rate than the South East
average, although they are till at alower level

e The employment rate has recovered from alow point in 2002 and in particular has risen
in 2006 and 2007. Rother has levelled off. Both of these buck the South East trend
which has been downwards.

o Wedo not have available figures for skills attainment after 2005; however UCH ison
target to exceed its outputs on this over the Business Plan period.

o Officerenta trends have also been highlighted by Sea Space as an important indicator
of the health of this market and potential to generate private sector interest. Whilst we
have not been able to identify data on specific trends for this area we note that the
rental levels of CMC and IC (£12.50 psqft) are well above other local comparators
(£6.50 - £8psqft) but they have still achieved high occupancy rates. This appearsto
justify the Sea Space approach in taking the risk of developing new high quality office
stock.

The main GV A benefit arises from the net employment created or safeguarded by the
various Sea Space interventions.We estimate the GVA benefit achieved to date under the
Early Wins projects to be £8.5million per annum, with a further £16.2m anticipated once
phase 2 is complete. Thetotal GVA impact of these interventions on the Hastings
economy is therefore estimated to be £24.7.million each year8. We estimate that the
additional qualifications gained at the University Centre to date, could add a further £30
million the UK economy, or an average of £1 million per annum over the next 30 years®.
Crucialy, these economics benefits are cal culated only on the outputs to date from 'Adults
receiving higher skillstraining'. If these outputs continue to rise each year as more and more
adults are trained then the GV A impact will also increase likewise. These benefits will not
just occur in Hastings but be spread across the UK economy.

The total of the achieved and anticipated GV A impact of the Seaspace interventions on the
Hastings economy is therefore estimated to be approximately £26 million each year. This
represents aratio of GVA benefits per annum to total costs of 0.36 and to SEEDA funding
of 0.6.

Given that GVA calculations are only rough approximations and that the benefits are
difficult to quantify in any degree of accuracy we estimate the GV A impact to range from
£20 million to £40 million each year, based on arange of estimates for GDP per head and

8 This compares to the size of the Hastings economy which was estimated at £767 million in 2005
(The East Sussex Economic Sudy, 2007 - 2008)

® These economics benefits are calculated on the outputs to date from Adults receiving higher
skillstraining from the Early Wins projects. If these outputs continue to rise each year asmore
and more adults are trained then the GVA impact will also increase likewise.
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12

differing assumptions on the educational benefits which arise from the attainment of higher

qualifications

Table: Summary of GVA impacts per annum from Seaspace inter ventions

GVA £ million
Central case 26
Low case 20
High case 40

SEEDA's share of the outputs

We have calculated SEEDA's share of the outputs, based on the proportion of grant
funding compared to the overall cost, for the Early Wins and Phase 2. These are set out

below.

Table: SEEDA's share of Early Wins outputs (actual to date)

Early Wins SEEDA share

Description Gross output [ Net output | Gross output [ Net output
No. of net new jobs created/safeguarded 394 355 297 268
Businesses created (new) 39 28 29 21
Businesses created (sustained for 12 months) 11 8 8 6
Learning opportunities created (3-30 hours) 3,335 2,335 2,514 1,760
Learning opportunities created (over 30 hours) 663 464 500 350
Adults receiving higher skills training 566 396 427 299
Individuals and businesses receiving broadband access 175 175 132 132
Brownfield land remediated (Ha) 1.83 1.83 1.38 1.38
Private sector leverage (Em) 0.40 0.40 0.30 0.30
Commercial floorspace brought back into use (m2) 860 860 648 648
Public sector leverage £m 4.76 4.76 3.59 3.59
Commercial/industrial/educational floorspace (sqft) 53,638 53,638 40,440 40,440

Table: SEEDA's share of Phase 2 outputs (estimated)

Phase 2 (estimated)

SEEDA share

Description Gross output | Net output | Gross output | Net output
No. of net new jobs created/safeguarded 880 660 456 342
Brownfield land remediated (Ha) 3.975 3.975 2.062 2.062
Private sector leverage (Em) 22.24 22.24 11.54 11.54
Public sector leverage £m 2.14 2.14 1.11 1.11
Commercial/industrial/educational floorspace (sqft) 178,214 178,214 92,447 92,447

Strategic Added Value

Strategic Leadership and Catalyst; Strategic Influence
The Taskforce and Sea Space have played a core role in bringing together and influencing
key regional and local partnersto promote and deliver regeneration initiatives in Hastings

and Bexhill and secure inward investment.

The Task Force was clearly a prime influencer in establishing the case for intervention in

Hastings and Bexhill and securing the public funding which has also acted as a platform to

lever in the £11.7m private |oan finance for Lacuna Place.

Sea Space as acommercial entity has been characterised as a proactive and pragmatic

organisation which is sympathetic to the business requirements of its commercial partners,

athough it was sometimes slowed by the requirements of government funding and

regulation. It has also provided the structure enabling the development of a Joint Venture

approach to the Phase 2 projects. The strong |eadership style of the Project Director was

also commended.
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Major physical regeneration projects such as Sea Space will inevitably create differences of
opinion and as one stakeholder noted, "some partners may feel alittle 'bruised!" However
there was consensus that significant progress has been achieved in Hastingsin particular
which required the driving force of a single agency to focus strategic partnership working
and drive delivery.

Whilst this evaluation has concentrated on six projects within Hastings, our stakeholder
consultation indicates that Sea Space has been less successful to date in getting agreement to
take forward projects in Bexhill, but has agreed to prioritise investment in North Bexhill if
further funding becomes available.

Engagement

The effective involvement of partners and the wider community is an important measure of
SAV and akey factor in the successful delivery of major physical regeneration programmes.

Our discussions with stakeholders have indicated that Sea Space has been able to learn from
its experiences and devel op its approach - akey success criteriafor any organisation.

In particular, the masterplan for Priory Quarter including Lacuna Place received strong local
buy-in, signified by the lack of objectionsto the planning application. Thiswasin part
facilitated by establishing links with alocal neighbourhood renewal group and Sea Space has
received awards for its approach to consultation, most notably the Gold award for Public
Sector Projects from the Chartered Institute of Public Relationsin 2005/6 and the Silver
Award for Community Campaignsin the same year.

Synergy

We would highlight two examples of where Sea Space has used its knowledge and capacity
to improve information exchange and co-ordinate the devel opment and delivery of
interventions.

Firstly, Sea Space co-ordinates business advice and support through the Broadband
Experience, Ebiz and the Enterprise Hub in addition to the CMC and IC devel opment
which offers “virtua offices” and desk space through to high quality office accommodation.
This “ladder of accommodation” will be further developed in Phase 2 so that businesses will
have access to appropriate move-on accommaodation as they grow.

Secondly, itsrole in devel oping the University Centre has fostered important links with the
University of Greenwich, University of Brighton, University of Sussex and the Open
University, aswell as links with business through SEEDA funded initiatives such as the
Broadcast Media degree and the Product Devel opment Centre, and the development of
relationships with schools and other complimentary projects.

Stakeholders have also highlighted that Sea Space does not aways link into loca
regeneration initiatives. One example given was the construction training being funded
under local Neighbourhood Renewal Fund (now Working Neighbourhood Fund) projects.
This may indicate that Sea Space does not easily link into local regeneration structures such
as Loca Strategic Partnerships (L SPs) and one stakeholder suggested that this could be due
to organisational/cultural differences between a commercially minded organisation such as
Sea Space and a voluntary sector focussed L SP.

Leverage

In relation to the projects within this eval uation Sea Space has been successful in bringing in
public match funding from HEFCE and ERDF, and private finance to deliver Lacuna
Place, creating a Joint Venture vehicle with Land Properties which brings the private sector
back into the commercial property market in Hastings.
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It has also levered in other funding such as £15.1m for the Millennium Community from
EP and Department of Transport and East Sussex CC investment into the A21 and link
road which are key to the regeneration of the area.

Conclusion

Sea Space has achieved alot in the last five years as a new organisation. It serves as a strong
model for the delivery of regeneration infrastructure through a company structure both
through the levering of public sector funds to create self-sustaining business centres and a
developing centre of educational excellencein phase 1, and developing into a Jv model
which secures market involvement from the private sector in phase 2. The flexibility of the
model and its ability to focus on delivery of key projects should be considered by SEEDA
asamodel for future delivery of regeneration infrastructure

The Early Wins projects on their own have met the targeted Sea Space outputs for new
business creation, and are on track to meet those for learning opportunities and skills
training, and adults and individuals receiving broadband access by 2013.

They have also made significant contributions towards targets for new jobs
created/safeguarded, brownfield land remediated, private sector leverage and meeting the
"critical massfor regeneration” identified within the Business Plan of over 1million sguare
feet (100,00m2) of commercial, industrial and educational floorspace.

The phase 2 projects will add to this capacity and meet the strategic objective of engaging
the private sector and moving away from publicly funded projects.

The projects are strongly aligned to the Five Point Plan as the over-arching strategy for this
programme.

We estimate the GVA impact for these interventions range between £20million to £40
million per year based on arange of estimates for GDP per head and differing assumptions
on the educationa benefits which arise from the attainment of higher qualifications. Whilst
it isnot possible to isolate the effect of these particular projects on other economic
indicators given the role of other Sea Space projects and the AIF and LEGI programmes, it
is apparent that economic indicators have improved in Hastings since 2002 towards meeting
the intermediate and higher outcomes of reducing economic inactivity; increasing the
business stock; increasing average wage levels; and increasing employment.

Other Sea Space activity such as the raft of business support services which have operated
from the CMC have been akey part to delivering a strategy of holistic support to developing
businessesin the area.

We have found that Sea Space has played a core role in bringing together and influencing
key regional and local partners to promote and deliver regeneration initiatives in Hastings
and Bexhill and secure inward investment.

Overall Sea Space's company structure has enabled it to take the roles of publicly funded
regeneration vehicle and commercia developer. This programme could be enhanced by
more effective engagement with other public programmes such as the Working
Neighbourhoods Fund. However it has effectively focused not only on delivery of the Early
Wins projects but also set up the Joint Venture approach to phase 2 which will be central to
meeting its objectives of stimulating development markets in Hastings and Bexhill, and
moving away from reliance on public funding.

© 2008 Grant Thornton UK LLP. All rights reserved



Sea Space: Evaluation of Early Wins and Phase Two Projects 15

The direct intervention role played by Sea Space has delivered afirst phase of quality
property development which would otherwise have not been delivered by the private sector
alone. It has successfully engaged the private sector as a partner in phase 2 and subject to
the success of Lacuna Place thiswill act as model for future sites

Sea Spaces'srole in terms of assembling land, securing planning permissions and
undertaking direct development is central to its ethos. The joint venture with Land Group
and the raising of debt through the SPV is an innovative approach and subject to the
success of Lacuna Place thiswill act as model for future sites.

The approach to the devel opment of the market adopted by Sea Space isimportant. In our
experience, market making and shaping is akey area of activity for agencies such as Sea
Space. Thisis normally undertaken through facilitation and enabling of activity as opposed
to effectively direct development by the public sector. In managing the devel opment
process, agreater level of skill and capability is required within the organisation. It requires
direct property expertise and an ability to manage commercial risk. Sea Space appears to
have been adept in structuring these arrangements.
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2 Brief and Methodology

Introduction

Hastings and Bexhill Renaissance Ltd (HBRL, trading as Sea Space) is the regeneration
vehicle set up and funded by SEEDA to deliver araft of regeneration initiativesin the
Hastings and Bexhill area, which coversthe areas of Hastings Borough Council and Rother
District Council.

Its activities focus on developing the infrastructure for regeneration - new commercial,
industrial and educational facilities, and new housing - but it also promotes initiatives to
support business development and devel op transport infrastructure.

Grant Thornton have been commissioned to carry out an ex-post evaluation of the Early
Wins programme which is now complete and operational; and an interim evaluation of its
Phase 2 programme, the first part of which, Lacuna Place, is now on site.

The Brief
The brief for this evaluation identifies the following projects to be evaluated:

Table: Status of Sea Space projects

PROJECT | STATUS
Early Wins Phase

Creative Media Centre Building complete and operational
Innovation Centre Building complete and operational
University Centre Building complete and operational
Marina Pavilion Building complete and operational
Priory Quarter Phase 1: Lacuna Place Onsite

Enviro21 Business Park Phase 1: Queensway

South Business Park [ e

Queensway Business Centre (Innovation

Centre)

Queensway Wind Turbine Design/planning stage

Source: Sea Space

For ease of reference we have referred to the above projects as the "programme” in this
evaluation, which should not be confused with the wider Sea Space programme which
includes projects which are not part of this evaluation.

The evaluation requires consideration of two distinct aspects of this programme;
construction and operation. The Early Wins projects are now substantially complete and
operational and the brief requires an ex-post evaluation of the completed projects. The
Phase 2 projects are at different stages, with Lacuna Place on site but the Enviro21 Business
Park phase 1 projects still in development. The key lines of enquiry to be addressed in the
evaluation process are:
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Strategic fit

e Examining how the programme fits with SEEDA's strategic objectives,

¢ Validating the original rationale and evidence base for the projects, and assessing how
thisisreflected in their design;

e Assessing the Strategic Added Value (SAV) of SEEDA'sintervention;

Delivery

e How effective are the governance and project management arrangements in ensuring
the accountability and effective delivery of the programme?

e What are the expectations of partners and stakeholders; and are they being addressed by
the programme's implementation?

o How effective is the programme in putting into practice the origina rationale and
objectives which led to the setting up of Sea Space?

¢ Isthe project meeting the quantative and qualitative targets originaly set? Were these
realistic given the experience of the early phase project? Were they under- or over-
ambitious?

e What challenges have been met in the project’'s development and delivery, and how has
it responded?

Operation

¢ How efficient and effective are the operational arrangements for the early wins
programme?

e What other services have been accessed and how have they supported the devel opment
of the hosted firms?

o Doesthe operating regime and service charges provide good value for money for
tenants?

¢ What chalenges remain to be overcome in operating the existing developments?

Outputs and outcomes

e ldentifying the logic chain between projects outputs and strategic intermediate and
higher level outcomes

e Assessing the gross and net level of outputs for the physical development taking
account of deadweight, displacement, leakage and economic multiplier effects.

e Assessing the overall levels of SAV for the project (for example the degree to which
partnership working has been facilitated and/or the extent to which market perceptions
have been changed)

Current construction phase

e |naddition to the above, the extent to which the market need and rationale for
intervention for follow on development has been proven;

e The management of the construction programme and the extent to which other routes
may have provided the similar outcomes,

o The benefits of the proposed joint venture with the private sector

Lessons Learnt

e How can the evaluation's findings inform the development of the next phase of work?

e Areany changesrequired in the operation of the existing development and/or
implementation of the next phase?

e What are the wider lessons for SEEDA which can be applied to other similar projects?
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Methodology
Our approach to this evaluation has comprised the following elements:

Baseline Review

We have reviewed key reports and studies to understand the linkages between national,
regional and local strategies and delivery plans, and the progression from Sea Space's early
business plan development to devel oping the particular projects that are being evaluated. A
full list of source documentsisin Appendix A.

Project data review and analysis

A review of project approvals and project monitoring reports to gain an understanding of
the original project design, funding and proposed outputs, and in the case of the Early Wins
projects, the actual costs and gross outputs which the project has achieved, and in the case
of the Phase 2 projects, to understand progress to date. The Creative Media Centre and
Innovation Centre have a so provided more detailed data on lettable office space, rental
costs, business plans targets and utilisation; and the University Centre has provided data on
student numbers across different learning streams.

Stakeholder Interviews

We interviewed twenty stakeholders: representatives of Sea Space including senior
managers, construction project managers and operational managers; and representatives of
the various key partners and project funders. The organisations interviewed are listed below
and afull list of intervieweesis at Appendix B.

e SeaSpace

e South East England Development Agency (SEEDA)
e East Sussex County Council

e Hastings Borough Council

e Rother District Council

e 1066 Enterprise

o Government Office for the South East (GOSE)

e English Partnerships

e MarinaPavilion business operator

e Linda Stevens Associates (who acted on behalf of Sea Space in the consultation on
Phase 2).

These were semi-structured interviews based around a discussion guide to understand
individual and organisational roles; their views on the original aims and objectives of the
programme and how far it has achieved these; to identify examples of good practice and
where lessons could be learned; and to help to assess additionality, leakage and
displacement.

Beneficiary Surveys
Our assessment of the impact on beneficiaries of this programme identifies the following
beneficiary groups:

e Businesseslocating in the Creative Media Centre or Innovation Centre;

e The business occupying the Marina Pavilion;

¢ Individuals benefiting from jobs created or sustained through these projects;
¢ Individuals benefiting from skills development at the University Centre;

e Thewider business community;
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e The people of, and visitors to, Hastings and Bexhill benefiting from the improved
quality of their surroundings (e.g. through an enhanced business and retail environment,
and improvements to the public realm).

To assess impact on these beneficiaries we have used the following methods:

e Anaysisof project output data;
e One-to-oneinterview with the business operator at the Marina Pavilion; and

¢ One-to-one interviews with managers from the University of Brighton who are
responsible for managing courses and student intake at the University Centre; and the
operational managers of the Creative Media Centre and Innovation Centre;

e A telephone survey of the businesses located at the Creative Media Centre and
Innovation Centre, and a sample of the wider business community in the Hastings and
Bexhill area. Thisis described in more detail in Chapter 7.

We have also used the wider stakeholder interviews to aid our assessment of the
additionality of benefits to these groups by seeking evidence where available of the
differential impact of these projects on these beneficiary groups.

We also considered how appropriate it is at this stage to try to measure the impact of these
projects on the people of, and visitors to, Hastings and Bexhill. We concluded that given the
relatively small scale of the Early Wins projects, and the early stage of the Phase 2 projects,

it istoo early to assess thisin a meaningful way. The Priory Quarter masterplan, for
example, proposes significant further change to the centre of Hastings and the response to
the public consultation to this are discussed later in this report. However Phase 1 of this -
Lacuna Place - is still under construction. Therefore we consider a survey targeting local
people and visitors views is better placed as part of the evaluation plan for the ex-post
evaluation of Phase 2.

Secondary data research

We have analysed secondary data sources to assess trends in the local and regiona economy
around business creation and sustainability, employment, skills development, markets for
office and workshop space, and wider deprivation indices. Whilst it istoo early to use these
sources to assess accurately the impact of the Early Wins projects on the local economy,
they do provide a context within which to set this evaluation, and to benchmark data
derived from primary sources. It will also be relevant to identifying the approach to carrying
out subseguent evaluations.

Logic Chain Analysis

In line with the BERR's Impact Evaluation Framework (IEF)10 we have adopted the logic
chain approach to establish and analyse the linkages between outputs, intermediate
outcomes and higher-level outcomes.

To establish this logic chain we have identified the key output areas for the projectsin this
programme and linked these to the intermediate, higher level and national outcomes as
illustrated in the table on the following page.

DTl Occasional Paper No. 2- Evaluating the impact of England's Regional Development Agencies:
Devel oping a Methodology and Evaluation Framework, Feb 2006
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Table: Logic chain linking local outputs to regional and national indicators

20

. Activitiesand , Intermediate outcomes Higher level outcomes (taken from . .
Project Inputs \ proc Project Outputs (taken from the RESH) the RES) National indicators

RDA spend (Emillions)

Source: Regional Economic Strategy, PSA 7 Delivery Agreement

Strategic site acquisition
Investment in physical
infrastructure

Sites and premises

Land reclamation

Jobs created
Brownfield Land
remediated (ha)
Commercial floorspace
brought back into use
New businesses created
Businesses sustained for
12 months

Individuals and
businesses receiving
broadband access
Learning opportunities
created

Adults receiving higher
education skills

Public and private sector
investment levered

! Regional Economic Srategy - A Framework for Sustainable Prosperity - SEEDA, 2006
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Regenerate coastal towns
Reduce inactivity in
coastal areas

Promote a skills escal ator
and skills-led regeneration

Enterprise: increase the business stock
by 35% from 35 businesses per 1,000
inhabitant in 2003 to 44 per 1,000
inhabitants by 2016, including 10,000
new businesses run by women

Employment: improve the
productivity of the workforce and

increase economic activity from 82%
to 85% by bringing 110,000 net
additiona South East residents of
working age into the labour market by
2016, as a step towards bringing up to
250,000 residentsinto the labour
market by 2026

Broadband: 100% next generation
broadband

Skills: maximise the number of people
ready for employment at all skills,
levels and ensure they are continually
equipped to progress in the labour
market

Regional GVA per head
(measure of overall
economic performance)

Regional employment
rate

Regional GVA per hour
(measure of productivity)

Regional GVA asa
percentage of the EU
average
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We will therefore use the following lines of enquires and indicators:

e Assessgross and net programme outputs
e Assesstheir contribution to meeting the Business Plan targets and Five Point Plan
strategy
o Assesstrendsin:
- Economic activity (% inactivity)
- Promoting skills led regeneration (skills and level of qualifications)
- Increasing the business stock (net changein VAT stock)
- Averagewage levels
- Employment (% employed)
- Current and historic market rents.

Assessing the programme’s net impact

In assessing the net outputs associated with this programme we have taken account of
leakage, displacement and economic multiplier effects to compare the intervention against a
reference case (deadweight). At this stage this focuses on the Early Wins projects and the
sources for our analysis are summarised in the table below:

Table: Measuring net impact of the programme

Project monitoring returns; operational datafrom centre

Gross outputs
managers

Reference case Basell_ng review; stakeholder interviews; secondary data
analysis; beneficiary survey

L eakage Project data analysis; stakeholder interviews; beneficiary
survey

Displacement Stakeholder interview, beneficiary survey

Economic multiplier effects SQWI/PA Ready Reckoners (see below)

In undertaking this analysis we have a so made reference to recent guidance by SQW and

PA Consulting on ready-reckoners for adjusting gross to net outputst? and the guidance
contained in English Partnerships Additionality Guide!3. We have excluded the use of
secondary data analysis except in the reference case on the basis that the Early Wins projects
are relatively small and recently completed and so secondary datais unlikely to identify any
measurable and directly attributable impact. However these do act as a baseline against
which long-term economic impact on the study area can be measured.

Strategic Added Value

Finaly we have assessed the Strategic Added Vaue of Sea Space's intervention through
assessing the added value of the local and regional partnerships which it has developed; the
market impact of its development activities; and the potentially wider impact in the
economy which thisintervention will bring. We would envisage a more in-depth
consideration of these factors in the ex-post evaluation of Phase 2, reflecting the impact of
larger scale interventions.

2 | mplementing the RDA Impact Evaluation Framework - Ready-reckoners for adjusting gross to net
outputs, SQW and PA, June 2006

13 Additionality Guide - A Standard Approach to Assessing the Additional Impact of Projects, English
Partnerships, Sept 2004

© 2008 Grant Thornton UK LLP. All rights reserved



Sea Space: Evaluation of Early Wins and Phase Two Projects 22

3 The Development of Sea Space

Introduction

In 2001 the Government considered and rejected the case for three transport proposals
designed to ease congestion in Hastings. These were the Hastings Eastern bypass, the
Bexhill & Hastings Western bypass and the Pevensey to Bexhill improvement. The
bypasses were intended to improve accessibility to the area and open up a new Greenfield
site to the north of Bexhill for a business park and housing development.

However at the same time the Government recognised the need to promote the
regeneration of Hastings and Bexhill, and SEEDA established the Hastings and Bexhill
Taskforce ("the Steering Group) as a partnership of key local and regional agencies. The
Taskforce partnership currently comprises:

e SEEDA (which chairsthe Taskforce);

e Hastings Borough Council;

e Rother District Council;

e East Sussex County Council;

e English Partnerships;

e Government Office for the South East;

e Michael Foster, MP for Hastings and Rye; and
e Gregory Barker MP for Bexhill and Battle.

The approach the Taskforce has taken to addressing the challenges has been to identify the
most acute market failures and to recommend correction of these through " pump-priming”
the market, promoting 100% public subsidies where necessary. This approach is based on
the premise that as market confidence is restored and levels of private sector investment
increase, the requirement for public subsidy should be reduced.

In 2002 the Taskforce developed the "Hastings and Bexhill Five Point Plan” asa
"comprehensive regeneration strategy for Hastings and Bexhill". It was a response to the
high levels of deprivation identified within the area, with the Hastings Borough Council

seen as the 27th most deprived local authority areain England and the most deprived in the
Southeast region’4. The nature of market failures that imply regeneration funding is required
areoutlined in an earlier section. Within the Five Point Plan, there is evidence that such
market failures are at play as demonstrated through an analysis of employment rates, median
income, healthy communities, deprivation indices and crime rates.

This heralded the commitment by the Government of £38million to support a regeneration
programme in Hastings and Bexhill. In 2003 SEEDA applied to the Department of Trade
and Industry (DTI), now the Department of Business, Enterprise and Regulatory Reform
(BERR), for approval to establish a company to act on its behalf to deliver this ambitious
programme, and in summer 2003 Hastings and Bexhill Renaissance Ltd (HBRL, trading as
Sea Space) was incorporated as a company limited by guarantee.

I ndices of Multiple Deprivation 2000 - Department for Transport, Environment and the Regions
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The Five Point Plan

The Five Point Plan adopts the regional outcomes set out in strategies such asthe RES as its
outcomes and was intended to address the underlying causes of economic and social
deprivation in the Hastings and Bexhill area.

The Five Point Plan was endorsed by the Taskforce in March 2002 as a 10-year delivery
strategy with the year 2003/04 identified asthe first year. In March 2002, Lord Rooker, then
Minister for Housing, Regeneration and Planning, confirmed the Government's
commitment to the comprehensive regeneration of Hastings and Bexhill through a £38
million allocation over the three years which was an addition to SEEDA's budget. This was
in addition to existing European, lottery and other funding streams. A further £19m of
SEEDA funding was alocated in 2005, and a further £13m of SEEDA funding has been
agreed for 2008-2011.

The five points, or headline principles, in the plan are detailed below. Overall, 37 fully
costed projects were earmarked for delivery over thefirst three years of the plan. These
were included in the plan on the basis of deliverability and on their contribution toward
meeting SEEDA outputs. It was accepted that funding would need to be targeted on a
smaller number of projects from these 37.

The Hastings and Bexhill Five Point Plan

¢ Regeneration Measures for Urban renaissance - creating new architecture, public spaces
and buildings such as business premises, education facilities and homes (22 projects);

e The Stimulation of Business Innovation, Enterprise, Creativity and Technology
Transfer - supporting local firms and attracting new companies to the areato create
well-paid jobs (3 projects);

e Excelencein Higher Education - hel ping to improve education standards and
expanding higher education (2 projects);

e Broadband Information and Communication Technology (ICT) Infrastructure and
Applications - helping companies make best use of the latest Internet technology (7
projects); and

e Transportation Improvements - making improvements to the road, bus and rail
networks (3 projects).

The Plan estimated that successful delivery of these projects would lead to an absolute
increase in GDP of 1.3% by year 3 of the Plan in Hastings and Bexhill and a 3.2% increase
by year 10.15

Projects proposed under each of the five points are shown to contribute to these outcomes
through atotalling of their individual outputs. Outputs for projects, called Tier 3 outputs,
are described as:

e Grossjabs;

e Brownfield land remediated;
e Housing units;

e New businesses created; and
e Full time students.

15 Hastings and Bexhill Five Point Plan, DTZ Pieda Consulting [para 4.35]
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The summing of the listed Tier 3 outputs for the proposed projects contribute to the
outputs detailed in the RES for overall economic growth, enterprise, skills, employment and
physical development to a greater extent and to alesser extent on transport and
competition.

Masterplan Development

In Autumn 2002 SEEDA consulted widely on a masterplan for Hastings and Bexhill.16 The
masterplan identified eight key ideasincluding devel oping new sustainable neighourhoods
on brownfield land, improving transport infrastructure, making more of the seafront,
boosting St Leonards as an arts quarter and devel oping a new University Centre in Hastings.
Thiswas presented asa " 30 year vision" and has formed the base for subsequent project
development.

Hastings and Bexhill Renaissance Limited ("Sea Space")

To enable delivery of the plan, the Taskforce set up Hastings and Bexhill Renaissance Ltd
(HBRL, trading as Sea Space) in 2003 asits delivery vehicle. The member organisations of
the Taskforce form the basis of a Board of Directors that oversees the activities of Sea
Space. Thisis chaired by Professor Julian Crampton of the University of Brighton and
includes representation from:

¢ Hastings Borough Council;
e Rother District Council;
e East Sussex County Council;
e SEEDA (who can appoint up to five Directors);
e Upto six other Directors currently:
- University of Brighton;
- 1066 Enterprise; and
e Government Officein the South East and English Partnerships as observers.

While SEEDA's core funding was used to establish Sea Space and deliver the Early Wins
projects, the company was a so set up to lever in private investment though joint venture
schemes with the private sector, based on its premise of acting to pump-prime the markets
in Hastings and Bexhill.

Governance Structure

The main role of the Hastings and Bexhill Task Force ("the Steering Group™) is "to oversee
the implementation of the Five Point Plan and to put in place delivery mechanismsto
secure its objectives and to promote the sustainable regeneration of Hastings, Bexhill and
immediately adjacent areas'?".

Sea Space'sroleisto act as the delivery mechanism for the Business Plan i.e. "to implement
the approved Business Plan in accordance with the financial procedures of SEEDA, the
DTI and English Partnerships, the requirement of bank and other funding bodies, and the
provisions of the Companies Acts'18.

Both the Steering Group and the HBRL Board meet every two to three months. At both
meetings, project progress, future projects and financial information are discussed asa
minimum.

16 Towards a Masterplan for Hastings and Bexhill, MBM Arquitectes and AZ Urban Sudio
and Consultation Results, Clive Jacotine & Associates and Nick Wates Assoc
" Hastings and Bexhill Task Force Terms of Governance, Nov 2004
18 : thi
ibid
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The Steering Group is responsible for monitoring and evaluating the performance of the
Task Force Executive Team and Sea Space. Significant variations to the Business Plan must
be approved by the Steering Group.

SEEDA established a Service Level Agreement with Sea Space in July 2006 which states that
SEEDA will provide the staffing requirements and charge the full cost of staffing to Sea
Space and provide IT network services, HR services and training.

Sea Space has a core staff complement of 8. Thisis supplemented by 10 project funded
posts and a further 4 posts self funded by income from operations. SEEDA also funds five
posts at the Enterprise Hub.

In addition to their own staff employed in the client role as project managers on individual
projects, Sea Space aso commissions consultant teams (for example, as architects and
quantity surveyors) for each project.

SEEDA provides grant funding to Sea Space for the implementation of the approved
Business Plan and individual projects are appraised in accordance with SEEDA/DTI

project appraisal procedures and corporate policy. The terms of this are set out in a Funding
Agreement (February 2006)1°. Sea Space is also able to enter into joint ventures or other
arrangements with private or public sector partners for the delivery of projects approved in
the Business Plan and seek finance for this purpose through the private market or by
securing further public funding. Thisis the approach it has taken on Lacuna Place.

Sea Space al so receives funding from English Partnerships and public sources, including the
European Union and derivesincome from the rents and service charges collected from the
tenants of the Creative Media Centre and Innovation Centre. Sea Space's Annual Report
from 2006/07 notes that from 2003-2007 SEEDA provided £47m committed funding, and
afurther £10m for 2007/08; in addition English Partnership's funding has been agreed at
approximately £6m from the £15.1m committed over the lifetime of the Millennium
Community project 20,

It al'so notes that Sea Space's profits on ordinary activities after tax increased from £190,727
in 2006 to £544,683 in 2007. Surpluses are re-invested in Sea Space as member
organisations are not entitled to any distribution of surpluses.

Sea Space Business Plan
Sea Space published its business plan in November 2003. The vision for the business planis
summarised as:

"The securing of economic prosperity through the creation of anew urban fabric
accommodating and encouraging a vibrant resident, business and education community
embracing a strong entrepreneurial culture where the economic benefits can be directed to
the most deprived wards in the communities of Hastings and Bexhill"2L,

The Five Point Plan and the RES comprise a central part of this business plan. A fairly large
part of the business plan outlines the establishment of Sea Space as an executive delivery

vehicleand itslegal structure. The Business Plan also sets out the approach of establishing a
Specia Purpose Vehicleto facilitate securing external funding from the private sector, and a

1 SEEDA and HBRL Funding Agreement, Feb 2006
% Directors Report for the year ended 31 March 2007, HBRL, July 2007
2 Business Plan, HBRL, November 2003
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programme to support the occupation of its priority projects through enterprise
development, education, housing market analysis and visitor management.

The total funding to be available to Sea Space isidentified as:

SEEDA Ring Fenced Funds £38m
English Partnerships (Millennium Communities) £15m
Other Public Funds (SRB, Single Pot, Objective 2) £10m
Income/Bank Facility £25m
Total £88m

The SEEDA funding covered the period 2002- 2005, and a further £19m of SEEDA
funding was allocated for 2005-2008. Other funding has been drawn as projects progress
(e.g. approximately £6m of the £15m EP funding has been drawn down to date) and a bank
facility of £11.7m has been secured for the development of Lacuna Place. A range of
projects are identified to be devel oped through this funding through a set of prioritisation
criteriadrawn from the Five Point Plan and the Masterplan consultation, which also
identified a"general wish to see development activity get underway". Therefore, early wins
projects are identified as:

e Creative Media Centre;

e University Centre;

e MarinaPavilion;

e  Churchfields (the Innovation Centre);
e Queensway South site (Enviro 21); and
e Bexhill Sure Start.

The alocation of funding across the projects subject to this evaluation is detailed below
under "the focus of our study”. The strategic links between the RES outcomes, the Five
Point Plan and the Business Plan areillustrated overlesf.
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Chart: Link between RES outcomes, five point plan outputs and Sea Space business plan outputs
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Source: Regional Economic Strategy, five point plan, Sea Space business plan

The focus of our study

This study focuses on the Sea Space projects described below. Sea Space isaso involved in
other significant projects such as the devel opment of a new mixed tenure community at Ore
Valley (the Millennium Community project funded by EP) which are outside of the scope of

this study.

The Early Wins have been devel oped by Sea Space to deliver tangible change early in their
programme. Phase 2 has followed on from a subsequent masterplanning and consultation

processes which is described later in this study.
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Table: Cost of Sea Space phase 1 projects

PHASE 1 (EARLY WINS) PROJECTS

Creative Media Centre

Creation of 14,450 sqft of flexible business space, including Total cost: £4,904,618
incubation units, in the centre of Hastings. This spaceis SEEDA funding: £3,717,589
specifically for new and small businesses in the media,

creative and digital technology sectors. There have been two

phases of this Centre- the first opened in 2004 and the

second opened in 2005. SEEDA's Enterprise Hub and eBiz

centre are both based here.

Innovation Centre Hastings

Creation of 25,248 sqft of flexible business space on the Total cost: £4,941,955
outskirts of Hastings for small businesses outgrowing the SEEDA funding: £3,973,955

Creative Media Centre. This centre was opened in 2006 and

incorporates the University of Brighton's Product

Development Centre.

University Centre Hastings

Acquisition of adisused BT building; conversion and Total cost: £9,141,948
refurbishment so the site can offer over 750 student places SEEDA funding: £6,378,980
on courses in business studies, computing and management.

It includes the Broadcast Media Centre.

Marina Pavilion

Leasehold acquisition and conversion of seafront pavilion Total cost: £1,946,526
for use as an entertainment/ conference facility and SEEDA funding: £1,713,338
construction of new building at street level with restaurant
space
TOTAL COSTS £20,935,047 |
SEEDA FUNDING £15,783,862 |
Table: Cost of Sea Space phase 2 projects
PHASE 2 PROJECTS \
Lacuna Place (aka" The Gap site"), Priory Quarter Phase 1a
Construction of 83,214 sgft of higher density office space Total cost: £19,229,065
and retail space in acentral Hastings location. SEEDA funding: £17,087,353
Phase 1b:

Tota cost: £11,700,000
100% private finance
Enviro 21 Innovation Parks, Queensway South
Development of 36,500sgft of industrial and office space Total cost: £20,015,707
targeted at environmental businesses. SEEDA funding: £9,339,775

TOTAL COSTS £50,944,772

SEEDA FUNDING £26,427,108

Table: Combined costs of Sea Space phase 1 & 2 projects

PHASES1AND 2 PROJECTS

TOTAL COSTS £71,879,819
SEEDA FUNDING £42,210,970

jtotaLcosts 00|
| SEEDAFUNDING |
Source: Sea Space

The Early Wins projects are now substantially complete and so the majority of this
expenditure has been incurred. Lacuna Place is on site and approximately 75% of Phase 1a
expenditure has been incurred to date, whilst Queensway South is still in development
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Creative Media Centre, University Centre (UCH) and Lacuna Place are located in Hastings
Town Centre; Marina Pavilion is to the West of Hastings; and the Innovation Centre and
Enviro21 on sites to the North-West of Hastings. Thisisillustrated below.

Figure: Location of Sea Space projects

] s
= HASTINGS TOWN CENTRE

- PRIORY QUARTER
- LACUNA PLACE

west PAVILION -yen
MARINA - CREATIVE MEDIA CENTRE

Source: reproduced from Sea Space Business Plan

Strategic Fit
The contribution of these projects to delivering the strategic objectives identified in the RES
and Five Point Plan is described below.

Early Wins

Creative Media Centre

Asthis project supports new businessesin digital and creative industries, there isahigh
degree of strategic fit with the RES, where there is a challenging business stock target. One
of the nine actions outlined to meet this target isto 'support new and growing businessin
the creative, cultural, leisure, sporting and visitor economy sectors. The RES also has an
action to have 100% broadband coverage by 2016 and the CMCs are fully broadband
enabled.

SEEDA's corporate plan a so puts emphasis on supporting businesses in disadvantaged
areas, thereby tackling enterprise gaps that exist between areas in the region.

This project is detailed in the Five Point Plan and would contribute to achieving point 2 -
the stimulation of business innovation, enterprise, creativity and technology transfer.

Innovation Centre Hastings

This project differs from the Creative Media Centre as there are larger spaces for businesses
and intended for businesses that need more space than incubator units might provide. This
project aims to support businesses in the network sectors and related supply chain
businesses. Thisis, again, a project that addresses the enterprise objectivesin the RES and
the Corporate Plan by supporting businesses in disadvantaged areas. The business space
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includes broadband connectivity, so addressing the RES aim for 100% broadband
connectivity.

The project is detailed in the Five Point Plan and would contribute to achieving point 2 -
the stimulation of business innovation, enterprise, creativity and technology transfer.

University Centre, Hastings

This project provides higher and further education opportunities in subjects related to
business, ICT and management. If these learning opportunities are taken up, it therefore
contributes toward the skills ambitions of the RES. Though there are no specific actionsin
the RES in relation to these subjects, there are broader targets to increase the proportion of
the working age population with level 2 and level 4 skills. The RES does also contain a
transformational priority on education -led regeneration of which UCH is seen asan
exemplar/pilot. Within the Five Point Plan, point 3 relates to Excellence in Higher
Education.

It isworth noting that UCH is now a nationally recognised exemplar and has given rise to
the Government's new initiative to establish university centresin the remainder of the
country under the University Challenge programme.

Marina Pavilion

The conversion of the disused building on the seafront into conference and restaurant space
contributes to regeneration objectivesin the RES. Thereis clear consideration given to
coastal areas around the South East and associated priorities (not actions) are identified,
including to create cities and towns where people choose to live by investing in urban
renaissance, redeveloping and regenerating key town centres to stimulate devel opment of
local economies.

Additionaly, in the SEEDA corporate plan, the RDA specifies its commitment to major
and continuing area based regeneration projects like those in Hastings to ensure
sustainability of economic growth.

Phase 2

Lacuna Place (phase 1 of Priory Quarter)

Lacuna Place isto offer 83,214 sgft of commercia space. The successful letting of business
spacein Lacuna Placeis said to be akey driver of successful regeneration of Hastings Town
Centre and critical to ensure financing of future phases of Priory Quarter, not least because
it is particularly targeted at securing market sustainability for private sector investment.

The RES outlines the availability of good business space is a priority for the region to
promote the regeneration of the central parts of coastal towns.

The regeneration of central Hastingsis also described as a priority in both the Sea Space
Business Plan and the Five Point Plan (point 1) and Lacuna Place forms part of the wider
Priory Quarter Masterplan.

Enviro21 Innovation Parks, Queensway South

The Enviro21 Innovation Parks Corridor initiative aims to create a corridor of technology
and business parks on the outskirts of Hastings and Bexhill and Queensway South will
deliver the first phase of this. Future phases will bring an innovation exchange and a 2MW
wind turbine.
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The RES has, as one of its three top priorities, an ambition to achieve 'sustainable
prosperity' which will involve encouraging sustainable production and consumption and
adapting to climate change. Enviro 21 is designed to set high standards in sustainable
construction and the use of renewable energies and will support businesses seeking out new
opportunities in sustainable production and consumption. As with the early wins
programme, the provision of good quality business space is priority in the region and
Enviro2lis part of the Smart Growth objective.

Enviro 21 will support point 2 of the Five Point Plan, to support business innovation,
creativity and technology transfer. The Five Point Plan includes this specific project, titled as
it was then as '‘Queensway business park devel opment'.

Transport Infrastructure Improvements

The poor transport links to London and along the coast and poor road connectivity
between Hastings and Bexhill have also been identified as one of the key obstacles to
developing markets in the area. In this respect it is important to note that whilst Sea Space is
not atransport provider it has taken on the role of lobbyist and facilitator to secure strategic
and local transport improvements within the Five Point Plan.

Whilst these are not the subject of this study, it is worth noting them here asthey illustrate
an important strategic and enabling role which contributes to the Strategic Added Va ue of
Sea Space which is discussed later in this report.

Task Force Transport Group

Sea Space established this group early on, bringing together GOSE, SEERA, the Highways
Agency, rail bodies and the local councilsto co-ordinate and review transport improvements
identified in the Five Point Plan.

A21 Improvements

Asthe main London-Hastings route thisis of obvious significance, and within ayear of the
Task Force being established the then Transport Minister announced a series of
improvement to the A21 valued at over £350m. Although progressis dower than originaly
envisaged, the Lamberhurst Bypass was opened in 2005 and three further improvements
schemes are prioritised within the Regional Programme (Tonbridge to Pembury, Kippings
Crossto Lamberhurst, and the Baldslow Link Scheme) and another isin the pipeline
(Flimwell to Robertsbridge). Sea Space has continued its lobbying role and has also provided
some funding for studies to assist decision making (e.g. £50,000 in 2007 to the Highways
Agency).

Bexhill-Hastings Link Road

Thiswill address poor connectivity between Hastings and Bexhill and is key to releasing
employment and housing land. It will be delivered by East Sussex County Council and is
due for construction in 2010/11. Sea Space again has played alobbying role and provided
funding to early design work.

Hastings Station

The new £9m Hastings Station was opened in 2004, and had been delayed through lack of
funding. Sea Space contributed to progressing this through a capital receipt realised when
Sea Space purchased the Station Y ard site and through continued lobbying.
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Other rail service improvements

Sea Space has also worked with rail bodies to seek service improvements or to retain
existing services. This hasincluded funding to trial timetabling improvements to London
pesk services in 2002/03, and campaigning successfully to retain the Hastings to Victoria
line which was to be withdrawn. It has also worked with Southern Rail and Network Rail to
secure upgrades to Ore Station as part of the Millennium Community plan for the Ore
Valley.

Findings

1. Sea Space was set up as the delivery mechanism for the Five Point Plan, reporting to the
Hastings and Bexhill Taskforce ("the Steering Group™) who monitor and evaluate their
performance, but also act as a strategic body which must approve any variations to the
Sea Space Business Plan.

2. The outputs forecast for Sea Space within the Business Plan support the delivery of
RES and Five Point Plan outputs around skills, employment, new businesses and
broadband connectivity.

3. There hasbeen aclear strategy in place for Sea Space to regenerate the Hastings and
Bexhill areathrough increasing provision of business space, which the private sector
may not see as a profitable opportunity, and through education led regeneration.

4. Wehaveidentified a strategic fit between the outcomes and outputs identified for the
individual projects within this evaluation; the core strategic plan for the Taskforce (the
Five Point Plan); and regional strategic outcomes defined within the Regional Economic
Strategy and Corporate Plan.

5. Individual operational business plans for each project have been devel oped as part of
the detailed project appraisal process and a key objective isto achieve the "tilt point"
whereby they become self-sustaining and no longer require public subsidy.

6. Sea Space's strategic and enabling role is an important support to the regeneration
strategy for the area. For example, whilst Sea Space does not act a transport provider it
has played an important role in lobbying for and promoting key transport
improvements which support the achievement of the wider strategic objectives
identified in the Five Point Plan.
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4 Baseline Analysis

Introduction

Hastings and Bexhill are coastal towns on the south coast of England. Hastings is the larger
of the two with a population of 85,000 compared to 40,000 in Bexhill.22 The population of
Brighton and Hove, by way of comparison is 250,000. Hastings is governed by Hastings
Borough Council and Bexhill falls within the boundary of Rother District Council. The map
below shows the location of Hastings and Bexhill in relation to the rest of the South East
and London.

Figure: Transport connections in the South East
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The main transport routes serving Hastings are the A21 trunk road from London and the
A259 coastal route stretching from Hampshire via Brighton and Hastings through to
Folkestone. Both of these suffer from congestion for similar reasons - the A2l isasingle
carriageway in places and the A259 is amost entirely a single carriageway, which is unusual
for atrunk road. The A259 runs almost parallel to the A27 which isamore heavily used
route between Salisbury, Wiltshire to Pevensey, just west of Eastbourne.

Hastingsis served by four railway routes - two into London (Charing Cross and Victoria),
one to Ashford and one to Brighton. The journey time from London to Hastings by rail is
between 1hr 45mins and 2 hrs. The journey time from London to Bexhill is also around 1hr
45 minutes.

Economic Profile

The Hastings area has suffered under-investment and structural decline over a number of
years, and has low economic and socia outcomes. It is frequently identified as the most
deprived district in the South East and one of the most deprived in the country. Particular
wards in Hastings show poorer performance on particular indicators such as education,

22 Census 2001
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income and employment. Comparative trends between Hastings, Rother and the South East
are discussed in more detail below.

In Hastings employment has tended to come from low value added sectors such as
manufacturing and tourism as well as the public sector. Low value added sectors are
characterised by low productivity and workers in these industries tend to be unskilled. For
instance, in 2007, the largest sector with nearly 44% of employees within the Hastings local
authority area was the public sector (see graph below). In the wider South East, only 25% of
employees were employed by the public sector. In Brighton, another South East coastal
town, this figure was 30%. At the same time, 12% of employees were working in the
manufacturing sector (only 9% of employees in the South East and 3% in Brighton worked
in manufacturing). In 2003, the time around which Sea Space began operating, only 9% of
employees were employed in banking and financial services, compared to 22% in the wider
South East.

Chart: Employment by sector in the South East
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However there isa different picture in Rother. While the Hastings employment rate is below
the South East average and falling over time, the Rother employment rate has increased
over time and exceeded the South East rate by 2007.
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Chart: Employment rate in the South East
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Thistrend is mirrored when looking at economic activity. Although this picture has been
improving in Hastings since 2004, it is still worse than the South East average, whilst Rother
now surpasses the South East average. Thisisillustrated in the chart below where the
"economically inactive" are defined as those that are not working and are not looking for
work. In 2007, the employment rate in Brighton was 73.8% and the inactivity rate was
21.3%.

Chart: Economic activity in the South East
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The percentage of full time employment in the South East has remained at around 67%
between 2003 and 2005. In the Hastings local authority area, this has also remained constant
at 60%. However, within certain wards in Hastings, the full time employment rate is only
53%.

The median weekly wage rose in Hastings by 17 per cent between 2002 and 2008, from
£304 to £356. In Rother, median wages grew 25% from £364 to £457. Over the same
period, the median weekly wage in the wider South East grew 15 per cent from £ 435 to
£500 - it still lags behind the regional average. Trends in the median weekly wages are
shown in the chart below.
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Chart: Gross median weekly wages
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Skillslevels also differ between Hastings, Rother and the wider region. The chart below
shows that the proportion of economically active people with level 2 and level 4
qualifications in Rother was higher than in Hastings, whilst the proportion of economically
active with no skillsislower in Rother than in Hastings.

Chart: Skills in the South East - highest level of qualification (latest available figures)
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The number of businesses surviving for more than ayear fluctuated for both Rother and
Hastings with no discernible trend.
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Chart: Business survival rates in the South East (latest available figures)
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The net change in business stock whichis VAT registered al so fluctuates and gives asimilar
impression of an unpredictable business environment. However it doesillustrate a recent
upturn in business registrations in Hastings, although this does of course exclude business
below the VAT registration threshold.

Chart: Net change in VAT stock in Hastings and Rother (latest available figures)
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Overadll, the 2007 Index of Multiple Deprivation showed that the Hastings Borough Council
areawas the 31st most deprived in the country.2 In the 2004, it was the 38th most deprived
and in 2000, the 27th most deprived?4. Rother was 166th most deprived in 2007, 191st most
deprived in 2004 and 203rd most deprived in 2000.

Hastings was also an Objective 2 area receiving funding from the European Union in
recognition of the fact that it has an unemployment rate above the EU average; a higher
than average percentage of jobsin the industrial sector; and has seen a declinein industrial
employment. In the south east of England, only three areas qualify for Objective 2 funding:
Dover, Thanet and Hastings. Over £26 million was available for these areas between 2000

28 Communities and Local Government, Indices of Multiple Deprivation 2007
24 Office of the Deputy Prime Minister, Indices of Multiple Deprivation 2004 and Department for
Transport, Environment and the Regions, Indices of Multiple Deprivation 2000
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and 2006 which was targeted at wards which would benefit most from the investment - 7 of
32 wards in Hastings qualified.

Market demand for business space and employment land availability

A number of studies have indicated that there is a poor supply of business floor spacein
Hastings, and these are discussed in the Employment Topic Report for the Public Inquiry
on the Hastings Local Plan in January 20022.

The report highlights:

e A survey by Hastings BC in January 2002 which found just over 257,550 sgqm
(2,883,050sqft) of occupied floor space on 72ha of land, with 3,560sgm (39,160sqft) of
vacant industrial floor space, arelatively low level;

e A study by Gerald Eve, Chartered Surveyors, which found that that the stock of vacant
industrial property in Hastings was generally of poor quality2s, aview restated in amore
recent market review in 1998 by Drivas Jonas?’;

e The Sussex Business Survey28 which stated that 19% of Hastings businesses cited
inadeguate premises and the availability of new sites and premises as a constraint on
competitiveness;

e Government statistics which show that Hastings (in 2002) was 121st lowest out of 196
authoritiesin terms of rateable value for industrial premises and 193rd for offices;

e The Hastings Employment Study by G.L. Hearn Planning which identified demand for
approximately 30,000sgm (330,000 sgft) of employment floor space over a3 year
period, which would require in excess of 10ha of land?.

The Loca Plan report concludes al so that there is limited scope for devel opment on existing
industrial estates and that existing vacant buildings do not meet modern requirements. In its
consideration of potential Greenfield sites it notes that "the identification of Greenfield sites
for employment use has proved difficult, not only because of the environmental constraints
but also because of competing demands on land, particularly the need to provide enough
land to meet Structure Plan housing targets'. It highlights the sites at Queensway as offering
potentially better value for money than others, though still requiring "gap funding” to
establish aviable development.

These findings form part of the analysis supporting the project appraisals for the Early Wins
projects.

A further study of property market supply and demand was commissioned by Sea Spacein
March 2006 and these are reflected in the Gap Site Redevel opment Economic Appraisal
undertaken by Genecon for Sea Space in August 2006%. There are some important findings
from this which underpin the rationale for intervention which we quote below.

¢ Only 6,000sgm (65,000 sqft) of new office accommodation was devel oped in Hastings
between 1991-2003; this comparesto 112,000sgm in Brighton and 20,000sgm in Lewes,

o 87 office units were available in Hastings as at March 2006. However, 73 of these (84%)
were small units under 500sgft, are geared towards small and start-up businesses, and
are largely contained in two buildings - the Innovation Centre and the Creative Media

% pyblic Inquiry - Employment Topic Report, Hastings Borough Council, January 2002.

% A study of Vacant Industrial and Commercial Premisesin East Sussex, Gerald Eve, 1994
%" property Market Paper, Drivas Jonas, 1998

8 gssex Business Survey, East Sussex CC, 1999

2 Hastings Employment Study, GL Hearn for Hastings BC, Nov 2001

% Gap Ste Redevel opment Economic Appraisal, Genecon, August 2006
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Centre. It isaso worth noting that by August 2008 these two centres are now
substantially let (the Innovation Centreis at 72% occupancy, the Creative Media Centre
at 97% and 88% for phases 1 and 2 respectively)

e Thisimbalance of supply is highlighted by small units (sub 500sgft) only accounting for
less than 15% of space available in Brighton, under 30% in Eastbourne and 6% in
Maidstone;

¢ With the exception of the newly developed Creative Media Centre "there is no space
avalablein Hastings town centre which could be referred to as high qudity. . ..the
majority is...more than 25 years old, with very little new development having taken place
over thelast 15 years and afalling trend to 20033L.

In terms of demand for business space Savills concluded that the demand for office spaceis
likely to grow in East Sussex at a slower rate over the period 2006-2020 than between 1982
and 2005, but at a faster rate than the South-East as awhole. Savills conclude that "all in all
the demand-side research points to a growing need for new office space” in the study area
and that the Gap Site devel opment, following on from the development of smaller office
units under the Early Wins phase, should help to generate a "ladder of accommodation to
attract and retain businesses of all sizes throughout their life cycle".

Genecon also note that Savills highlight the lack of developer interest in the site "pointing to
the unacceptable risk associated with the project in relation to the anticipated returns for the
private sector". Thislead to the two phase approach adopted by Sea Space for the Gap site
in which phase 1 was publicly funded as platform for attracting private funding and ajoint
venture approach to phase 2.

Findings
From the baseline study, we have found that:

1. Hastings suffersfrom high level of deprivation as demonstrated by below average
performance on many economic indicators. Rother has better economic indicators
across al measures than Hastings, and athough it has slipped to 166th most deprived
local authority areain 2007 from 203rd in 2000, it still compares well with Hastings
ranking and on many indicators it exceeds the South-East regional average.

2. Hastings and Bexhill suffer from poor transport links to London and along the Coast.
There is aso poor road connectivity between Hastings and Bexhill.

3. Studies have consistently highlighted a poor supply of office accommodation including
the poor quality of existing business space, limited availability of land for development
dueto lack of suitable brownfield sites and environmental concerns around land
classified as Greenfield.

4. Although there is evidence of demand for business space within Hastings, the
historically stagnant market has led to low developer interest, poor viability of
development opportunities and the need for gap funding.

5. To develop and retain businesses within Hastings there is a need to create a "ladder of
accommodation” to enable business to grow and move on within the area. 1n 2006
there was an imbalance of supply with a predominance of small units (sub 500sgft) in
Hastings compared to other similar locations.

%! property Market Supply and Demand Review, Savills, March 2006
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5 National, Regional and Local Policy Drivers

Introduction

The national Public Service Agreements (PSAS) and regional strategies provide the context
for local interventions aimed at addressing inequity and market failure. Interventions
undertaken by Government and Government Agencies are required to be taken to address
market failures. These interventions should help the Government to meet it's regional
economic performance PSA to 'make sustainable improvements in the economic performance of all
regions and to reduce the persistent gap in growth rates between the best and worst performing regions. This
PSA provides the overarching framework for localised economic interventions.32 Delivery
of this PSA is monitored through four headline indicators. Gross Value Added (GVA) per
head, regiona employment rates, regional GVA per hour and regional GVA as a percentage
of the European average (EU15 average).

Regional strategiesin the South East and in other regions, such as the Regional Economic
Strategy (RES) and Regional Spatial Strategy (RSS), set what actions will be taken by RDASs
to meet regiona economic targets and to support growth in that particular region. Overall
regional economic performance is measured by Gross Value Added (GVA) per head.

Market failure

The evidence cited around deprivation, employment, skills attainment and business growth
point to lack of investment in the Hastings and Rother areas. Underinvestment has led to a
lack of opportunities and a subsequent lack of incometo the area. In the view of
Communities and Local Government, 'regeneration aimsto bring opportunity to areasthat arein
decline, and to empower people to take advantage of those opportunities. The decline of an area is often caused
inthe first instance by structural economic change and a reduction in employment.'s3

Additionally, the Department makes clear that 'regeneration strategies will need to tackle market
failuresthat act as barriersto economic growth and employment as a means to reversing decline. Evidence
shows that those in employment are happier, healthier and lesslikely to be involved in crime conversely poor
health can prevent people getting into work'.

Around the time that Sea Space was established, the evidence in Hastings and Rother
showed the areawas in fact locked into this decline. The Review of Sub-national Economic
Development and Regeneration details the factors that can lock particular areas into
deprivation fall into three categoriess:

e A weak economic base - barriers to work for individuals, poor skills or connectivity or
factors discouraging business investment;

e Poor housing and local environments and unstable communities, characterised by
concentrations of poor vulnerable residents, high levels of disorder and antisocial
behaviour; and

e Poor performing public services and delivery of support to deprived aress.

2 HM Government, PSA Delivery Agreement 7, October 2007
% Communities and Local Government, Unlocking the talent of our communities, March 2008
* HM Treasury, The Review of Sub-National Economic Development and Regeneration, June 2007
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Hastings displayed al three indicators of deprivation aswell as market failure demonstrated
by the historic lack of private sector investment in the local economy, as described in the
previous chapter.

National policies and targets
Growth in regional GVA in the South East is shown in the diagram bel ow.

Chart: English regional Gross Value Added per head
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GVA per head in al regions has been growing3s, and growth in the South East was broadly
in line with the rest of the UK between 1989 and 2006, although the absolute level was
much higher. In East Sussex, GVA was £11,890 in 2004 and £12,314 in 2005 (the most
recent year for which datais available).

Coastal towns have been arecent focus of Government concern and the House of
Commons Communities and Local Government Committee undertook an inquiry into the
economic decline of coastal towns and reported to Parliament in February 2007%. The
Government responded to thisin May 2007 and a Second Response was published in
November 2007.

The Second Response places an emphasis on improving economic performance of coastal
towns in the context of the Sub-National Reviews3” and includes actions to set up a cross-
departmental working group on coastal towns, thereby promoting cross-government
approaches and action on the particular issues affecting coastal towns. The Government
also supported the South East England Devel opment Agency (SEEDA) in setting up an
RDA-led Coastal Areas Network to explore solutions on sustainable development and
regeneration. More recently, in December 2007, the Government announced a support
package of £45 million for arts led regeneration of coastal towns. Additionally, specific
planning guidance isin place to support planning decisions in coastal towns. This sets out
the Government's spatial approach to coastal towns including safeguarding heritage and
preserving the coastline.

%5 HM Treasury, Department for Communities and Local Government, Department of Trade and Industry,
Regional Economic Performance: Progress to date, December 2006
36House of Commons Communities and Local Government Committee, Coastal Towns, February 2007

HM Treasury, The Review of Sub-National Economic Development and Regeneration, June 2007
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Regional Strategies
Asacoastal town, Hastings features prominently in both the Regional Economic Strategy
(RES) and Regional Spatial Strategy (RSS) for the South East.

Most RDAsincluding SEEDA have recently updated their RES - SEEDA's current RES -
"A Framework for Sustainable Prosperity”38 covering the period 2006-2016 - was published
in 2006. We have used it in this study as the most up to date reference point to gauge Sea
Space's approach in Hastings and Bexhill.

In the RES, coastal towns such as Hastings are identified as being areas of substantial
untapped economic potential, but where infrastructure and connectivity are relatively poor,
dependence on public sector employment is high and employment in knowledge based
sectorsislow. A number of priorities are listed specific to maximise the potential of coastal
towns.

The RES sets out three outcomes for the region which are supported with alarger number
of outputs and eight transformational actions. The corresponding actions that SEEDA and
others will undertake to deliver on commitments are outlined in the RES Implementation
Plan.

The particular outcome of relevance to this study is to promote smart growth - to achieve
an average annual increase in Gross Value Added per capita of at least 3% by 2016. To do
this, SEEDA estimate the following outputs will be necessary to achieve:

e Enterprise - Increase the business stock by 35% from 35 businesses per 1,000
inhabitants in 2003 to 44 per 1,000 inhabitants by 2016, including 10,000 new
businesses run by women;

e  Skills- Maximise the number of people ready for employment at all skill levels, and
ensure they are continually equipped to progress in the labour market

e Competition - Increase the level of participation of South East businesses (especially
small businesses and socia enterprises) in tendering for public sector contracts;

e Transport - Reduce road congestion and pollution levels by improving travel choice,
promoting public transport, managing demand and modal shifts;

e Physical Development - Ensure sufficient and affordable housing and employment
space of the right type and size to meet the needs of the region and support its
competitiveness, and create the climate for long-term investment through the efficient
use of land resources, including mixed use devel opments; and

¢ Employment - Improve the productivity of the workforce and increase economic
activity from 82%to 85% by bringing 110,000 net additional South East residents of
working age into the labour market by 2016, as a step towards bringing up to 250,000
residentsinto the labour market by 2026.

Sea Space contributes to two of the three key aimsin the RES. Through planned
improvements in the business start up rate, in employment, through increases in investment
outlined in the Sea Space strategic plan (the "Five Point Plan" which is described in more
detail below) Sea Space contributes to the key aim "to increase smart growth”. It also
contributes to the key aim of Sustainable Prosperity, particularly in relation to the high
sustainability credential of the Enviro21 business park. In terms of "transformational
actions' it isto contribute to expanding broadband coverage, education-led regeneration,
skills escalator and raising economic activity rates.

% ibid
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At the time Sea Space was formed, SEEDA's previous RES would have been the most up to
date statement of regional economic direction. The previous RES, which coversthe years
2002-2012, had five key objectives, each with several priority areas. Of these Sea Spaceisto
contribute to:

e Business (the priority areas of enterprise and innovation);

e People (the priority areas of skillsand learning for all)

e  Communities (the priority area of urban renaissance)

o Infrastructure (al four priority areas of housing, transport, broadband and brownfield
land)

e Sustainable use of natural resources (the priority areas of land management and water,
waste and energy).

In addition to the RES, which is a strategy jointly owned by partnersin the region, the RES
Implementation Plan and the SEEDA Corporate Plan outlines the specific actions the RDA
will take in relation to delivery of the RES. SEEDA has recently published its 2008-11
Corporate Plan®. Actions identified for SEEDA fall out of the same three key aims asin the
RES. Additionally, the Plan takes into account the recommendations of the Sub-national
Review and identifies targetsin line with this.

Furthermore, the RDA's performance is measured using a tasking framework and
performance is monitored by the Department for Business, Enterprise and Regulatory
Reform (BERR). The RDA performance management regime, known as the RDA Tasking
Framework, that would have been used at the time Sea Space was formed consisted of the
following indicators:4

e Jobs created or safeguarded

¢ Number of people assisted to get ajob

e Businesses created or attracted to the region

e Businesses assisted to improve their performance
e Businesses collaborating with the knowledge base
e Investment levered (Em)

e % investment levered from the private sector

¢ Brownfield land remediated (hectares)

e People assisted in skills development

e Adultsgaining basic skills

e Adultsgaining at least NVQ level 2.

Of these Sea Space would contribute to all across its various projects except "number of
people assisted to get ajob". A new sponsorship framework has been introduced in the
2008/11 Corporate Plan, in line with recommendations of the Sub- National Review.

The RSSis currently undergoing Examination in Public and remains in draft. When agreed
by the Secretary of State, the document will provide aframework for development in the
region until 2026. In the draft RSS, 21 magjor urban areas are identified as the places where
development will be focused (see map below). Hastingsis identified as one of these
'regional hubs. These will be the focus for investment in transport and they provide
opportunities to create well designed higher density residential developments. Sea Space

% SEEDA Corporate Plan 2008-11,

available athttp:7/www.berr.gov.uk/files/fil 626126 pdf
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contribution in Housing has been through the Millennium Communities Project and in
Transport through amainly lobbying and enabling role.

Local Regeneration Plans

In addition to Sea Space's funding other economic regeneration support has been directed
by SEEDA through the Area Investment Frameworks (AlFs), following the cessation of the
Single Regeneration Budget (SRB).

Figure: Spatial priority areas in the South East
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Prosperity.

Within the Hastings and Bexhill areas, there are two AlFs — one covering Hastings &
Bexhill, convergent with the area covered by the Task Force; the other covering the
remainder of East Sussex. The AlFs are administered by partnerships drawn from principal
stakeholders in their respective areas. In Hastings and Bexhill, the board governing the AIF
is known as the Hastings & Bexhill Economic Alliance. It plays a crucial role in setting the
strategic direction for regeneration funding in the future, including Local Enterprise Growth
Initiative (LEGI) funding (see below). Members on the Alliance are:

e Hastings Borough Council;

e East Sussex County Council;

¢ Rother District Council;

e East Sussex Economic Partnership;

e SeaSpace

e SEEDA,;

e  Sussex Enterprise;

e 1066 Enterprise;

e  Sussex Learning and Skills Council; and

e Hastings and Bexhill each provide three representatives from the voluntary sector

© 2008 Grant Thornton UK LLP. All rights reserved



Sea Space: Evaluation of Early Wins and Phase Two Projects 45

AIF funding and other local resources are allocated in support of securing the wider Five
Point Plan, identifying the gaps or shortfalls in existing delivery and supporting targeted
short-term interventions that will act asa catalyst for change. Annual funding has beenin
the region of £1m. It is expected also that the AlFswill, through the participation of its
partner organisations, provide strategic direction for the targeting of mainstream funds
through 5-10 year visioning and action planning.

In addition to the AlF, Hastings will receive over £3.9m in Loca Enterprise Growth
Initiative (LEGI) funding over three years from 2006/07. Hastings Borough Council will act
as accountable body for this funding, which will be matched by funding from private, public
and voluntary sector. The overarching aim of thisis to release the productivity and
economic potential of deprived local areas and their inhabitants through enterprise and
investment - thereby boosting local incomes and employment opportunities.

The LEGI ambition for Hastings and Bexhill is set out in "Climbing the Ladder", the LEGI
bid for Hastings and Bexhill4. This offers atransformational programme that builds upon
existing activity and enables local business and enterprise to deliver opportunities to the
towns mogt disadvantaged communities. Eighty interventions have been identified to
address the key barriers to enterprise and productivity and ensure that the benefits are for
those living in the most disadvantaged communities.

Other local regeneration plansincludes the Making Waves strategy for Hastings and St.
Leonards (beforeit's activity was subsumed into the Economic Alliance) and Rother DC's
Economic Regeneration Strategy which was adopted in 2005.

The activity of Sea Space sits alongside and complements the AlF, LEGI and these other
local regeneration plans.

Findings
The analysis of local, regional and national policy drivers has implications for Sea Space
activities, including:

1. The strategy to regenerate Hastings and Bexhill isin line with national policy driversto
make sustainable improvements in the economic performance of all regions and reduce
gaps between the best and worst performing regions.

2. Coastal towns have been arecent focus of Government concern; in addition the RES
identifies coastal towns such as Hastings as areas of substantial untapped economic
potential. Therefore the drive to regenerate coastal towns has both national and regional
significance.

3. Sea Space contributesto the key aims of the RES "to increase smart growth" and to
"bring about sustainable prosperity”, and to al of the indicatorsin the RDA Tasking
Framework used to measure SEEDA's performance (except "number of people assisted
to get ajob").

4. Hastingsisidentified asa"regional hub" within the draft Regional Spacial Strategy, and
therefore afocus for investment in transport and higher density residential
developments.

5. The AlF and LEGI provide additional funding and resources to projects which support
and complement Sea Space's objectives.
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6 TheEarly Wins - Construction

Introduction

This chapter discusses the construction phase of the Early Wins programme. All costs
referred to are capital costsincurred for site acquisition, construction works and associated
fees.

Creative Media Centre Phase 1

Thefirst phase of the Creative Media Centre (CMC1) islocated at 17-19 Robertson St in the
centre of Hastings. Sea Space acquired aleasehold interest in this shop unit, which was
previously a Boots outlet, in 2003 to provide 4,600sgft in total with:

e Two retail units, one of which was used as a business support centre with the intention
of embedding these support services (Broadband and Hub) for CMC and local
businesses in a quality and accessible town centre location.

e Business space for businessesin the creative industries sector, providing serviced
incubator office space;

e Space for the BBC district office which was originally located in phase 1 and then
moved to phase 2. Meridian TV aso took office space.

SEEDA acquired aleasehold interest in the building for 15 years, with 5 yearly upward only
rent reviews. The refurbishment of the building was to be carried out in return for a rent-
free period of 5.5 years.

Total approved funding isidentified in the table below.

Table: Creative Media Centre (phase 1) funding

T

SEEDA 698,369
HERS 70,000
ERDF 550,029
Tota 1,318,398

Source: Sea Space

The project was completed in 2004 at atotal capital cost of £1,247,411, within the approved
budget. Revenue funding was also available for overheads (heat, light, power), business rates
and insurance. The performance of the centre against its business plan is discussed in the
next chapter.

Creative Media Centre Phase 2

The second phase of the Creative Media Centre (CMC2) comprises 9,850 sq ft of net
|ettable office space on seven levels, split into 8,400 sq ft of commercia space and 1,450 sq
ft of retail space. It islocated opposite CMCL1 at 44-45 Robertson Street, known originally as
the " County Building", and which was purchased by SEEDA from East Sussex County
Council.
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The site comprised three separate buildings, two of which were to retain their original
facades as an envelope, and their interior walls and floors removed and replaced with anew
internal structure; the third building was to be demolished and rebuilt. This origina project
design was to create 7,500 sq ft of lettable space over six floors and began in February 2004.
However in May 2004 during demolition works a collapse of aretained fagade occurred and,
for health and safety reasons and to minimise further risk to the project, a complete redesign
was commissioned as an entirely new build scheme, which would require a revised planning
permission.

Thisresulted in delay to the project and increased costs. However it also enabled the
redesign to incorporate an additional seventh floor and so increase the | ettable floor space to
9,850 sq ft.

The Sea Space team instructed the contractor to proceed on site on an interim cost plan
compiled by the project Quantity Surveyor whilst the contractor priced the revised scheme.
The interim cost plan provided the basis for an application for additional SEEDA funding
of £225,000 in March 2005, which took the overall project cost to £3.063m.

However the eventual re-pricing of the revisions were significantly above this estimate, and
required further review. The eventual total project of £3.586m was a further £0.523m above
the revised project cost. This additional expenditure was approved by SEEDA and included
an additional £25,000 from ERDF vired from the CMC1 underspend.

Thefinal costs areillustrated below.

Table: Creative Media Centre (phase 2) funding

SEEDA 3,019,220
ERDF (Objective 2) 567,000
Tota 3,586,220

Source: Sea Space

The overall cost represents a 26% increase over the original project approval and a 31%
increase in the required SEEDA funding. Thiswas detailed in areport to the SEEDA MPC
meeting on 5 September 2005 which noted:

" ...with hindsight the preference by the Planning Authority, however well intentioned, for
ahybrid "part refurbishment/part new build solution in a conservation area had unforeseen
cost implications that otherwise could have been avoided"4.

Sea Space are still discussing a possible insurance claim with the loss adjuster so this may
overstate the total cost to public funding of this project.

Innovation Centre

The Innovation Centre is designed to provide flexible commercial accommodation and
comprises 71 units with a mixture of workshop, studio workshop, and office spaces ranging
from 150 to 1000 sq ft. The building has atotal of 25,248 sq ft of net |ettable floor areaon
three levels and was built on avacant site on an industrial estate to the North-West of
Hastings.

42 MPC Report, SEEDA, 5 September 2005
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The project cost atotal of £4.94m and was opened in July 2006. It was 100% public funded
through a combination of SEEDA and ERDF objective 2 funding, asillustrated below:

Table: Innovation Centre funding

T

SEEDA 3,973,955
ERDF (Objective 2) 968,000
Total 4,941,955

Source: Sea Space

The stage 2 appraisal identifiestotal project costs of £4,799,000. The SEEDA contribution
has remained at the same level and the additional costs have been met through drawing
down ERDF funds.

Marina Pavilion

The Marina Pavilion, built in the 1930s and owned by Hastings Borough Council, was
closed to the public in 2003 requiring significant refurbishment. Its position as an important
seafront landmark which was vacant and derelict, presenting an opportunity to bring
business space back into use, led it to be included as one of the early wins projects. Sea
Space therefore took a 35 year lease on the building with a tenant option to extend for a
further 35 years and have undertaken the refurbishment of the building to provide 13,940 sq
ft of business floor space.

Aswell asrestoring the existing building, this has included building arestaurant in a"new
contemporary glazed extension" at road level so that the venue will become more visible, a
new lift and stairs access, and external works include relocating the cycleway and
waterproofing the promenade deck.

Sea Space have now selected a business operator - Lightning Leisure - who are funding the
fit-out costs of the Pavilion (approximately £300,000). It will provide conference and
banqueting facilities for 500 people, abistro, a 100-seat restaurant and a health club.
Lightning Leisure have agreed a three-year rent -free period followed by a payment of a base
rent plusincreases linked to performance against their business plan.

The project was completed in July 2008 and is now tenanted and in operation. It was
delayed due to procurement difficulties, the state of the concrete structure as revealed by the
works and the bankruptcy of a key trade contractor just before they were due to commence
works. Thisin turn led to delays in securing a suitable tenant with whom to negotiate fit-out
costs. However feedback from Lightning Leisure on Sea Space's management of this
contract has been very positive: procedures on site were good and contract management
clear, with the Sea Space team able to tackle and turn around key decisions very quickly.

Excluding the fit-out costs, the total costs are set out below:

Table: Marina Pavilion funding

T

SEEDA 1,713,338
ERDF (Objective 2) 233,188
Total 1,946,526

Source: Sea Space
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University Centre Hastings (UCH)

The University Centre was announced as an early win project in 2003 which would be
available within 18 months to provide HE/FE courses focussing on business, IT and the
media. The project was to be developed in partnership with the University of Brighton,
HEFCE and other HE/FE institutions.

The BT building in the centre of Hastings was identified as the preferred site following an
option appraisal of potential locations. Alternatives considered included the Observer
Building which is aso located in the town centre and was identified as alocation for an HE
college within the original Five Point Plan. However the devel opment costs were found to
be too high and timescale too long, and this along with the Station Goods Y ard, the Queens
Hotel and existing HCAT buildings were rejected in favour of the BT building.

The project involved taking alease on the front part of the building on a phased basis.
Refurbishment works were al so progressed in a phased manner the first of which achieved
separation from the remaining BT part and the creation of lecture and administrative
facilities. This contract was completed in September 2003

Thetotal cost of this element was £5,695,000, the bulk of which was funded by SEEDA
with the balance of £800,000 contributed by ERDF Objective 2. The University of
Brighton and HEFCE have provided the revenue funding to cover the operating costs of
the UCH over thefirst five years.

Phase 2 of the UCH was developed to fit-out the remaining two floorsto create a Learning
Resource Centre (LRC) and additional teaching and lecture facilities, aswell as external
works to create a separated car park, and afeasibility study into creating a créche and other
upgrades within the occupied part of the building. These works were completed to allow
access to students in September 2004. The phase 2 project costs include £1,548,000 of
capital funding contributed by HEFCE to procure specialist fit-out items for the LRC and
lecture facilities including future replacement costs of equipment. The funding profile below
excludes capitalised revenue expenses of £175,000 for the building up to 2007/08.

Table: University Centre Funding

SEEDA 6,378,980
ERDF (Objective 2) 800,000
HEFCE 1,548,000
British Telecom 414,968
Tota 9,141,948

Source: Sea Space
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Findings

1

Sea Space have acted in the client/project manager role and commissioned technical
support as required by the project (e.g. architects and quantity surveyors). This
relationship seems to have worked well in all cases except in CMC2 where there were
disputes around responsibility for the partia collapse of the building.

Asaresult of the partial building collapse CMC2 came in significantly over budget.
However Sea Space have pursued an insurance claim in respect of this which has now
been resolved wholly in favour of Sea Space, with the loss adjuster recommending a
substantial settlement through the contractor's insurance.

Sea Space project managers report progress to the Board on a monthly basis and we
were supplied with copies of approvalsfor variationsin cost or scheme content. A
recent Audit Report43 concludes that "controls surrounding projects are generaly in
place and working effectively"”.

The quality of the finished buildings appears to be high and thisis borne out by the
positive feedback from occupiers described in the next chapter.

We would a'so highlight the positive feedback from Lightning Leisure, the business
operator for the Marina Pavilion, about the Sea Space team and their strong contract
management.

“3 Internal Audit Report, Bentley Jennison, July 2007
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7 The Early Wins - Operation

Introduction
This chapter describes the operational phases of the four projectsin the Early Wins
programme. Their current status is described below:

Table: Status of Sea Space projects

PROJECT \ STATUS

. ' Two buildings, CMC1 and 2, complete and
Crestive Media Centre operationa
Innovation Centre Building complete and operational
Two phases where the first consisted of the
main building and the second to fit out a
learning resource centre. The building is
complete and operational

University Centre

Marina Pavilion Building complete and operational

Source: Sea Space

This section outlines:

e Revenue costs; and
e Gross outputs achieved for each project.

Actual data on gross outputs, and in some cases, spend, has come from the most recent

project monitoring reports which are completed on a quarterly basis; project completion
reports have not been available. Following the numerical analysis, some observations on
these data are also made.

The beneficiary survey conducted to test the strength of the Sea Space office space offer is
also discussed in this chapter.

Creative Media Centre (CMC)
Table: Outputs achieved of Creative Media Centre

Forecast Actual to date
sy | oo

Jobs created/safeguarded 200 179
Hectares of brownfield land remediated 0.03 0.03
New businesses created/attracted that begin trading 14 A
New businesses created/attracted that are sustained for 11 11
12 months

Business |ocated in/using SEEDA funded incubator 52 58
units

Businesses |eaving incubator units and moving to second 25 11
phase facilities

Individuals and businesses receiving broadband access 200 18

Source: Stage 2 Appraisal and Approval form and Project Output report by Clive Taylor on 14/5/08
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Further observations of the CMC cost and output data are set out below:

1. The CMC has more than achieved the target related to new businesses
created/attracted, and to date 11 companies have moved on to second phase office
space.

2. Performance against business related targets exceeded forecasts. The original business
plan for both phases forecast 70% occupancy by year three of operation. The actual
figures for year three of operation show 97% and 88% occupancy for phase 1 and phase
2 respectively. Occupancy reached 100% in April 2007 for the first CMC building. Itis
steadily climbing in relation to the second phase (see below).

Chart: Occupancy rate of Creative Media Centre (Phase 1)
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Source: Sea Space

3. Thefirst phase of CMC consists of one retail unit and 13 offices, totalling 4,600 square
feet. The second phase consists of one retail unit, 35 offices and open workspace,
totalling 9,400 sguare feet. Hectares of land remediated were achieved as forecast.

4. Thefully inclusive licence fee for office space in the first phase building is currently £25
per square foot and £27 per square foot in the second phase buildings. The rental
element of this equatesto c. £12.50 per square foot which is significantly higher than
the market rate, taking into account comparable rents at the newly refurbished office
space at Cambridge Road of £8psqft; Queensbury House at £8psqft; and Cavendish
House at £6.50psqft.

5. Operational costs for the two buildings which are opposite one another are relatively
high. The buildings are both small which means there is limited opportunity for
achieving economies of scale.

6. In addition the centres offer virtua office space and a desk space service as an
opportunity for businessesto develop. Virtua office space provides an email, phone
service and postal address and the opportunity to use a meeting room when needed. As
anext step up, desk space is offered without the need to actually rent an office. Sea
Space report that in thefirst year of CMC1 alarge part of first floor was occupied by
these sorts of tenants who then migrated into offices in the second CMC building when
it opened. Although historic records are not available, Sea Space reports the following
more recent outputs from these activities:
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Virtual Office Space
13 companies have used this service since October 2006. Of these:

e 4 have gone onto take space in the Innovation Centre

e G aredtill using the service

e 2 went onto their own office space

e 1 sold out to acompetitor and no longer needed the space

Desk Space Service
6 companies have used the service since June 2007. Of these:

e 1 has gone onto take space in the Innovation Centre
¢ 3 have home offices but have used the service temporarily
e 2 havedecided they no longer need the space

7. Theoriginal appraisal also set targetsin relation to learning opportunities, businesses
receiving broadband, individuals undertaking ICT training and businesses participating
in business networks. These outputs were subsequently transferred and devel oped as
the SEEDA sponsored Broadband Experience, eBiz and Enterprise Hub projects.
Although these projects are outside of the scope of this evaluation we have described
them in more detail below, asthey are core to the Sea Space objective of supporting
new enterprise development and enabling start up businesses to grow. The existence of
CMC1 and 2 have been key to their successin providing town centre locations, whilst
the Innovation Centre has provided the move on accommodation for businesses as they
grow.

Business Support Services

The business support centre in one of the retail unitsin CMC1 has been in operation since
2004. Thiswas originally based on the SEPIA and SEEDA funded Broadband Experience
Centre project (2004-5) and then in 2006 became the eBiz Centre and a ‘one stop shop’
approach developed for business support.

The centre housed and co-located the Sea Space/ERDF /AIF funded eBiz centre team,
SEEDA Hastings & Bexhill Enterprise Hub (merged with Eastbourne Hub in 2007 to form
the East Sussex Enterprise Hub), Hastings College (including the Retail CoVE front office),
Train 2 Gain (hot desk) and a dedicated Business Link Advisor from 2006 until March 2008.
The eBiz Centre project has been successfully completed, the Hub has relocated into CMC2
and the retail spaceisnow let asacommercial client operation.

Sea Space managed co-ordination meetings including these partners and othersto form a
business support operation which is part of a continuing Sea Space initiative. The
development of CMC1 was a key element of this approach in providing an easily accessible
town location. Although these projects are outside of the scope of this evaluation we have
illustrated below the outputs reported by Sea Space which suggest that these projects have
performed well in thislocation.
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Broadband Experience
The Broadband Experience project ran in town centre locations in both Hastings (from
March 2004 - January 2006) and Bexhill (from February 2005 - January 2006) delivering:

e Bushess advice & recommendations — a business working document to take
forward to develop their e-business strategy, with alist of quality suppliers to help
them implement their future

e E-commerce and website advice & recommendations
e Broadband, networking and IT hardware advice & recommendations.

e Each business advice cycle required from 3 to 30 hours of research to provide the
best practice solutions.

e Every client was offered ongoing support, after theinitial review and report.

o Clients were encouraged to follow signposting recommendations to other public and
private sector suppliers.

There were also around 47 workshops and 21 seminars held to disseminate learning,
information and provide networking opportunities. Up-skilling the |eaders of the local
business community was a key element of the programme — more so than probably
originaly envisaged.

Sea Space reported the following outputs for this project:

Table: Broadband Experience outputs

Hastings - Businesses assisted 350 431
Bexhill - Businesses assisted 100 129
TOTAL 450 560
Workshops 18 47
Seminars 17 21
Source: Sea Space
Ebiz Centre

The Ebiz Centre supports businesses to start-up and grow through eCommerce. Sea Space
was contracted by SEEDA between January 2006 and March 2008 to deliver a number of
outputs through the eBiz centre. Achievement against these is set out below.

Table: eBiz centre outputs

Number of self employed or companies attending 200 208
workshops, seminars and eBiz eventsinside Objective 2

area (SPD)

Number of self employed or companies attending 240 542
workshops, seminars and eBiz events outside Objective 2

area (non-SPD)

Seminars, workshops and eBiz events 33 120
Business support - Numbers of businesses assisted to 300 374
improve their performance with over 2 hours support

Business support - Numbers of businesses assisted to make 300 374

better use of ICT including online trading
Number of companies investing in e-commerce 50 60
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Number of delegates attending workshops, seminars and
events

Number of seminars, workshops and eBiz Club events

Number of people assisted in their skills development as a
result of RDA programmes

No of Businesses Assistances from Objective 2 areas
Number of people assisted in their skills development as a
result of RDA programmes in Objective 2 areas

Source: Sea Space

Innovation Centre

Table: outputs achieved of Innovation Centre

(

Jobs created/safeguarded
Hectares of brownfield land remediated
New businesses created/attracted that begin trading

New businesses created/attracted that are sustained for
12 months

Businesses active in cluster, technology or learning
network

Individuals and businesses receiving broadband access

440 750
33 120
440 553
0 133
0 178
Forecast
Mar 2003)
116 130
15 15
72 5
37 0
72 30
72 157

Source: Stage 2 appraisal and approval form and Project Output report by Clive Taylor on 14/5/08

55

Actual to
date

The Innovation Centre opened in July 2006. It has atotal of 25,000 square feet of space
which is about two-thirds office space and one-third workshop space. Office space can be
rented at around £23 per square foot and workshop space at £18 per square foot.

The Innovation Centre business plan projected occupancy reaching 65% by 2008/09. It is
currently 72% and now operating without any grant funding. The Innovation Centre
occupancy target was 50% at 2 years but it reached 75% after 18 months. Grant funding

supported the centrein itsfirst three years.

Operationa costsin relation to both the Creative Media Centre and the Innovation Centre
are reported below. This shows that the Creative Media Centre generated profitsinitsfirst,
second and third years of operation. There was a shortfall in the last year of £10,000. The

Innovation Centre, by contrast, was generating a shortfall initsfirst two years of operation

and had moved into surplusin itsthird year.

Table: Revenue support for Creative Media Centre and Innovation Centre

£OOO Creative Media Centre (1 and 2)

185 17.5

215.0 2118 3.3

282.2 204.2 78.0
312.7 322.3 -10.0

Source: CMC and Innovation Centre
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Further observations of the Innovation Centre output data are set out below:

1

2.

The Centre has exceeded itstarget for jobs created/safeguarded and for

individual §/businesses receiving broadband.

It has not as yet met its target for businesses created/attracted and businesses sustained,
or businesses active in a network. This businesses created/attracted target assumes a
higher proportion of new business start-ups than actually occurred and the output
reflects the beneficiary survey that the majority of businesses locating here are existing
businesses.

Neither the Creative Media Centre nor the Innovation Centre conduct structured
customer satisfaction surveys. We have undertaken a telephone survey of current
tenants, and other businesses in Hastings and the feedback is detailed bel ow.

It appears that actual outputs are being monitored on a different basis to those forecast
in 2003 and so we have only reflected those recorded as relevant to the Innovation
Centre itself. Aswith the Creative Media Centre, the eBiz centre was charged with
delivering on a number of the outputs. It may also be the case that the "businesses
active in anetwork™ output is being under-recorded as, for example, initiatives such as
Profitnet has a so brought firms based at the Innovation Centre into networks.

Beneficiary Survey

A survey of 100 office space users was carried out by a speciaist research agency over
the course of June 2008 - 40 of these were based at the CMC and the Innovation Centre
and 60 of these were based in the surrounding Bexhill and Hastings areas.

Of the 40 firms based at either the CMC or Innovation Centre, we see that:

¢ The main business types were the creative industries, and business, financial and IT
advisory;

o Half of those surveyed have been trading for under 2 years, and a further 15 had
been trading for under 5 years.

e Most businesses, 30 of them, employed only 3 people or less and most of the
employees are based in the local area.

o The most important factorsin choosing alocation for these 40 businesses were
flexibility of office space, cost of office space, whether staff live nearby and
opportunities for networking.

e Having said this, the factors that have impacted most significantly on business
growth are quality of business premises, flexibility of terms, networking
opportunities, access to broadband and opportunities to move to larger premises;

e A large proportion of businesses said that their turnover had increased significantly
since locating in the CMC/ Innovation Centre and they expect it increase
significantly in the next three years. However, most businesses had not taken on
additional staff, they had remained with the same personnel;

e Of the 40 surveyed, 30 said they would have located el sewhere in Hastings or
Bexhill had this space not been available. 26 said their business would have had the
same turnover and 33 said they would have had the same staff numbersif located
elsewhere.

e Businesses rated the CMC and Innovation Centre as having a good choice of good
quality accommaodation but less good on cost.

e 32 businesses suggested the CMC and Innovation Centre could improve by
increasing the speed of the broadband service.
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Of the 60 businesses surveyed in the wider Hastings and Bexhill area:

e Thelargest groups of respondents were as follows. 28% were in the retail sector,
25% in the creative sector, 12% in health and education and 10% in leisure and
tourism.

e Most businesses were established for over 5 years; and only 13 had been located in
the region for under 5 years.

o Most respondents said that their turnover had increased, albeit modestly, but staff
numbers had stayed the same;

¢ Themost important factorsin choosing premises was largely linked to the fact that
these businesses are mainly in the retail sector: Cost was the most important factor;
followed by closeness to the homes of staff and then access to suppliers and
customers. Location decisions seemed to be informed by where the owner lives.

¢  When asked about the CMC and Innovation Centre, over 50 had said they were not
aware of these facilities; and 55 said they would not move there if they were to
move. There were avariety of reasons for this and in some cases, e.g. those in the
retail sector, it islikely that the CMC and IC may not be appropriate to their
particular business needs. Other reasons given were that businesses were happy
where they already were; cost was another reason and people had tiesto a particular
location through owning the premises, knowing their customers and needing to be
near another site.

Marina Pavilion

Table: Outputs achieved of Marina Pavilion

For ecast Actual
L

Jobs created/safeguarded

Hectares of brownfield land remediated 0.11 0.11

Private sector investment benefiting deprived areas £103,000 pa £400,000 over
3years

Individuals and businesses receiving broadband access 25 n/a*

Commercial floorspace brought into use, sqm 860 860

Source: Form 2a Project Operational deliver and evidence taken from stakeholder interviews
* |t is difficult to assess this output. However the Pavilion will have a BT Open Zone (wifi) for staff and customer
use.

The Marina Pavilion refurbishment and conversion was completed on 23 June 2008 and
opened in July 2008.

Further observations of the Marina Pavilion cost and output data are set out below:

1. Lightning Leisureisthe company that is going to be running the facilities at the
Pavilion. The project aimsto deliver conference and banqueting facilities for 500
people, abistro, a 100-seat restaurant and a health club. Lightning Leisure will be
running facilities at the Pavilion on arent-free basis for the first three years of operation
until the revenues have covered the earlier investment into refurbishing the Pavilion.

2. Whilst there are no outputs declared by Sea Space currently, we have recorded the
outputs above following discussion with Sea Space and one of the Directors of
Lightning Leisure indicated that:

e Lightning Leisure are contributing in excess of £400,000 of which £300,000 is
towards the fit-out costsin return for a 3 year rent free period;

e Over 30 people have been recruited to work at Marina Pavilion; and
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e The completion of the renovation is seen by stakeholders as a significant output in
itself givenitsrole as alandmark within Hastings.

University Centre Hastings

Table: Outputs achieved of University Centre Hastings

Jobs created/safeguarded 20 55
Hectares of brownfield land remediated 0.19 0.19
Learning opportunities created (3-30 hours) 350 3,335
L earning opportunities created (over 30 hours) 150 663
Adults receiving higher skillstraining 500 566

Source: Sea Space

Further observations of the University Centre Hastings cost and output data are set out
below:

1. UCH isnow operating at capacity and seeking to lease additional space. It has applied to
HEFCE to fund a second phase that will bring student numbers up to 1,400 with
subseguent plans to increase numbers to over 2,000. Potential sites have been allocated
to UCH within the Local Development Framework.

2. Overal levels of satisfaction of the students came through as high in a consultation
undertaken for the University Centre by Curve Thinking.44 In aquestionnaire of 114
students, when asked about what they would change to improve the offer of the
University Centre, 20 per cent said 'nothing'. For instance, some students said:

o “Thesupport we get from our tutor isamazing. | don’t think I’d gtill be hereif |
didn’t have that”

o “lt’sdl aout the persond touch here. Everyone knows your name — even your
birthday!”’

The University Centre also seems to perform well with the Hastings community:

e “If UCH wasn’t here | wouldn’t be ableto go to university”

Of the remaining 80 per cent who would recommend changes, most of these were linked to
the café prices and facilities, car parking and the student union. Relatively few people
commented on the quality of the courses (6 per cent) or the links with Universitiesin
Brighton or Sussex (7 per cent).

3. A control group were aso asked about their awareness of the University Centre and
though most of them were aware of it, they were unclear of the courses on offer and
whether or not it was targeted at older students. Others were less keen on Hastings as
an area.

4. Of dl the projects, the University Centre demonstrated the most linkages with other Sea
Space projects. There were linkages to the Innovation Centre and the Creative Media
Centre through initiatives such as Profitnet which promote better collaboration between
the higher education sector and businesses. By 2006/7, 125 businesses were benefiting
from the Profitnet collaboration.

“ Curve Thinking, UCH Research, March 2007
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Findings
The construction stage of the early wins projects offered brought a credible education and
business offer to Hastings. Our observations are:

1

10.

Prior to Sea Space, the commercia property offer in Hastings was poor with little
development activity. The high occupancy rates of the Creative Media Centre and
Innovation Centre indicate that with public sector support there is latent demand for
quality, well-connected, office space.

The offer of “virtua office space” (an email address, phone service and postd address
and the opportunity to use a meeting room) and desk space has provided an important
facility for small businesses to develop. Combined with the range of office space within
CMC and IC this creates the opportunity for businesses to move up to appropriate
accommaodation at a pace that suits them.

In addition, the SEEDA sponsored Broadband Experience, eBiz and Enterprise Hub
projects have been able to deliver araft of business support activities from the Creative
Media Centre which are an essential element in meeting Sea Space's objective of
supporting enterprise development. The central location of the CMC is key to their
SUCCESS.

This sits well with the proposals for Phase 2 which provides significant expansion space
for indigenous business ooking to move on to larger premises as well as being able to
present a quality offer to potentia inward investors.

The education led regeneration strategy is an innovative one and the links that the
University Centre has fostered are significant including with the University of
Greenwich, University of Brighton, University of Sussex and the Open University.
Academic credibility and excellence has also been provided through the establishment
of particular research centres like the Broadcast Media Centre.

Through the beneficiary survey, we see that a majority of businesses suggest they would
have located in the Hastings and Bexhill area without the Sea Space business offer.
However, the lack of quality office space in Hastings suggests that the redlity is that they
would have been unlikely to find suitable premises. Sea Space has made an attractive
high quality offering and business space is being filled despite being above the average
rental levels.

Consideration should be given to conducting more regular customer satisfaction surveys
in the Creative Media Centre and Innovation Centre.

There may be some additional benefits not measured in terms of innovation - e.g. by
establishing innovation deliverables, and assessing devel opment costs and contribution
to business performance including growth and profitability - particularly at the
innovation centre where there is use of the University of Brighton's Product
Development Centre.

There may some further work to do around marketing of the UCH - a number of those
guestioned in the research were not clear about what the UCH offered. Having said
this, the outputs achieved for the UCH are very high and thisis noted as a key success.
Once students graduate from the UCH, their destination and whether they stay in
Hastings will be key to judging the overall net benefit of the university. We would
encourage the UCH to monitor trendsin this area.

© 2008 Grant Thornton UK LLP. All rights reserved



Sea Space: Evaluation of Early Wins and Phase Two Projects

8 Early Wins - Net Outputs and Vaue for
Money

Introduction
In this chapter we assess the net additional effect of the Early Wins programme once the
following factors have been taken into account:

e Deadweight, the outputs that would have been secured had no action have been taken
by Sea Space;

o Leakage, where the benefits of the Sea Space projects may accrue to other regions or
sub-regions outside of Hastings and Bexhill;

¢ Displacement, where an assessment is made around whether the outputs supported
displaced other comparable outputs elsewhere in the region; and

e Multiplier effects, where Sea Space support is transmitted through the economy a
number of times through supply chain effects and income effects (spending of profits
and wages).

We have assumed substitution to be zero. Thisis where a firm substitutes one activity for
another to take advantage of public sector activity, for example in the case of employment
assistance schemes where firms use public sector assistance to employ an unemployed
person to replace an existing worker, and is often referred to as "within firm"
displacement4. However thereis no evidence of substitution in relation to the outputs
considered here and recent SQW/PA research guidance recommends that it is only applied
to outputs relating to "assistance into employment”46.

We also assess value for money aspects and make an overall qualitative assessment of these
projects.

Quantitative assessment

The output data collected by Sea Space corresponds to SEEDA performance management
requirements. SEEDA have issued guidance on the collection and measurement of output
information#” which outlines the extent to which some outputs will need to be adjusted.

We have also used recent research by SQW/PA on adjusting gross-net outputs, as a source
for estimating gross-net adjustments where we cannot reach conclusions from our own
primary research, or as a benchmark against which to compare our own assessments?.

The table below identifies al of the defined output categories which are relevant to the
Early Wins projects and identifies the gross and net outputs. The rationale for the
adjustment from gross to net of each output is then explained.

“> EP Additionality Guide, 2004

46 Implementing the RDA Impact Evaluation Framework - Ready-reckoners for adjusting gross to net

outputs, SQW and PA, June 2006

Z SEEDA Performance Management, Guidance Note 1; Tier 3 Output Definitions, July 2004
ibid
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Table: Gross and net outputs - Early Wins

Gross
Output Output Net output |

Jobs created/safeguarded 394 355
Businesses created (new) 39 28
Businesses created (sustained for 12 months) 11 8

L earning opportunities created (3-30 hours) 3,335 2,335
L earning opportunities created (over 30 hours) 663 464
Adults receiving higher skills training 566 396
Individuals & businesses receiving broadband access 175 175
Brownfield land remediated 1.83Ha 1.83Ha
Private sector leverage £400,000 £400,000
Commercial floorspace brought back into use (sgft) 9,254 9,254
Public sector leverage £m £4.76m £4.76m
Total commercial/industrial/education floorspace (sqft) 53,638 53,638

The calculation of the adjustments are detailed below.

Jobs created/safeguarded
Adjustments were made for the Creative Media Centre and Innovation Centres as follows:

Deadweight

Question 2 of our survey to 40 tenants of the Creative Media Centre and Innovation Centre
asks "Which of the following best describes the company's position when it was first
established at this site/in these premises?’

37.5% replied that they had relocated from within the local area.

The remainder (62.5%) replied that they were either:
o A newly started business;

A newly started branch/subsidiary;

A relocation from elsewhere in the region; or

A relocation from outside the region.

Wewould regard all of these as bringing new jobs to the study area. On this basis
deadweight would be 37.5%.

However the latest information available for vacancy rates in established industrial/office
estates (2006/07) indicates a continuing low level of vacancies®. Thisis supported by Sea
Space's view that vacant office accommodation (and particularly office accommodation of
any quality) isdifficult to find in the study area. Thisin turn suggests that of the space
vacated by the 37.5% relocating to the centres, asignificant proportion is then occupied by
new businesses. If this vacancy rate was consistently low it could be argued that deadweight
was closer to 0, as the businesses moving to the two centres are being replaced by
businesses newly created in the area. However without current vacancy trends we have
taken account of this effect by taking a mid-point between 0 and the deadweight of 37.5%
suggested by out beneficiary survey and so estimating a deadweight of 20%.

Therefore we conclude that the deadweight in this case is 20% (i.e. a co-efficient of 0.8).

“9 Employment Land Survey Hastings BC, 2006/07
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